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Summary 

The Department for Transport is ultimately dependent on the work of local authorities for 
the delivery of several of its Public Service Agreement targets. In an attempt to facilitate 
improvements, the Department reformed the system for planning and funding local 
transport in 2000. The new framework of Local Transport Plans (LTPs) was accompanied 
by a significant increase in capital funding, and a slight increase in revenue funding. While 
the new system is widely held to be an improvement on its precursor, it is not without 
flaws. 

The five-year LTPs brought a greater coherence and profile to transport planning at the 
local level, and a welcome injection of capital resources and certainty of funding over 
longer periods. The larger metropolitan areas have also developed joint LTPs. Nonetheless, 
performance is disappointing against targets for public transport use, cycling levels, local 
road congestion and air quality. Indeed, of the Department’s PSA targets dependent on 
local authorities for delivery, only the road safety target is on track to be achieved. 

A particular problem for the current system is that although local authorities are 
responsible for designing and delivering their LTP, it is the Department for Transport 
which determines transport priorities, assesses the Plans, and awards the funding. Local 
authorities are therefore responsible for the outcome without necessarily having all the 
tools for delivery.  

More specifically, the requirement to bid to central Government for funding for Major 
Schemes (those over £5 million) was felt to remove from local authorities the power to 
implement the sorts of schemes which might be expected to have a radical effect on the 
transport system. The Department’s decision to revoke funding for several proposed light 
rail schemes seriously affected the keystone of planned transport improvements in some 
areas. Greater powers to raise funds locally for Major Schemes should be explored. 
Although there would need to be more appetite by local politicians to use these capabilities 
than seen with the unused congestion charging powers, if any progress was to be made.  

Under the existing system, there are improvements which could be made to the bidding 
and appraisal processes. Far too much time and money are wasted preparing and designing 
schemes which are never approved for funding. We question whether the existing bidding 
framework is cost-effective. In addition, the paucity of revenue funding in comparison to 
the relatively high levels of capital mean that local authorities face difficulties paying for the 
maintenance of new infrastructure and services. To ensure proper asset management, 
capital and revenue funding for transport should be more closely integrated. This would 
also help promote complementary measures such as marketing and travel planning.  

The reluctance to prioritise local objectives, for fear of being penalised by the Department 
for Transport through the performance-related funding system, is a barrier to progress in 
some authority areas. We are concerned that the Government’s Transport Innovation 
Fund—a major source of funding over the next decade—will sideline such local priorities 
even further with a narrow focus on only congestion and national productivity. 
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1 Introduction 
1. Local transport is one of the most commonly used services provided by councils. As 
soon as we emerge from a front door we are using local transport facilities. Local 
authorities are responsible, at least in part, for provision and maintenance of pavements 
and local roads, traffic signals and signs, pedestrian crossings, car parking, cycle lanes, 
transport interchanges, local air quality, road safety, light rail, park and ride facilities and 
bus services.1  

2. The Government’s programme of reform of public services has meant changes to 
funding and strategic planning in many policy areas and transport is no exception. In 2000 
the Government devised a new framework for transport planning by local authorities 
called the Local Transport Plan (LTP). Introduced through the Transport Act 2000, the 
framework requires most local authorities to produce LTPs every five years.2 The first Plans 
were submitted for the period 2001–02 to 2005–06; the second round for the period 2006–
07 to 2010–11. A separate local planning and funding system, the Local Implementation 
Plan (LIP), exists in London.3 

3. It is anticipated that local transport planning and funding will be affected by three major 
pieces of work due to be published during 2006:  

• the report of the Lyons Inquiry into local government functions and finance;4  

• the Department of Communities and Local Government is expected to produce a 
White Paper on the functions and role of local government, which may consider City-
Regions;5 and  

• the Eddington Review is considering the long-term impact of transport decisions on 
the UK’s productivity, stability and growth and may influence government policy and 
spending decisions.6 

4. With the first round of the Local Transport Plans now complete, the Committee decided 
to examine the effects of the new planning and funding framework and the progress that 
has been made in delivering transport improvements. We set out the following terms of 
reference for the inquiry:  

 
1 In metropolitan areas, Passenger Transport Executives share some of these responsibilities with local authorities.  

2 The requirement to develop Plans applies to county councils, unitary authorities, passenger transport authorities 
and metropolitan district councils jointly in each former metropolitan county. Councils classified as ‘excellent’ by the 
Comprehensive Performance Assessment are not required to produce Plans. 

3 See Chapter 2 for more details. 

4 Sir Michael Lyons was commissioned in July 2004 by the Chancellor and Deputy Prime Minister to consider the case 
for changes to local government funding in England and to make recommendations for any necessary changes. The 
remit was extended in September 2005 to cover the role and function of local government, with particular reference 
to the strategic role of local government, the role of devolution and decentralisation and the management of 
pressures on local services. He will make final recommendations to Ministers in December 2006. 

5 Local Government Association (2006) Improving local transport: how small reforms could make a big difference, 
page 23 

6 Oral evidence from Sir Rod Eddington, Government Specialist Transport Adviser, 30 November 2005 HC 737-i, Q3 
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Local transport funding 

• Have the local transport capital settlements met what was expected and allowed 
delivery of the planned projects? What have been the impacts on major transport 
schemes, and smaller schemes? Have the full allocations been spent as planned? How 
have cost increases been settled?  

• Is the formulaic funding approach the most suitable method for allocating transport 
investment? What has been the impact of the performance-related component?  

• Do local authorities have adequate powers to raise resources to fund local transport 
infrastructure? What other powers could be useful?  

• Has the balance between revenue funding and capital funding for transport proposals 
been appropriate? How well have the different funding streams from the Department 
for Transport and the Office of the Deputy Prime Minister supported local transport 
projects? Are transport services successful in securing sufficient revenue funding? 

• How efficient is the bidding and scheme preparation stage? What could be done to 
avoid local authorities wasting significant resources on preparing and designing 
transport schemes which do not get approval? 

Local transport planning 

• Were the administrative process and timetable for delivering Local Transport Plans 
appropriate? How helpful was the guidance from the Department for Transport? How 
did the second round of Local Transport Plans learn from the first, and how could the 
process be further improved?  

• How well have the Local Transport Plans delivered better access to jobs and services, 
improved public transport, and reduced problems of congestion, pollution and safety? 
To what extent has the Government’s Transport Strategy fed into the second round 
Local Transport Plans?  

• How effective is the Local Transport Plan performance management regime? Do the 
Annual Progress Reports give the necessary transparency and rigour in assessing 
performance? 

• How successful is the balance between infrastructure projects and travel planning 
initiatives? 

We are grateful to all those who submitted written and oral evidence to this inquiry7 and to 
our Specialist Advisers: Maureen Wellen, CIPFA, and Francis Terry. 

 
7 Listed at the end of this Report 
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2 Local Transport Plans: a new planning 
framework 
5. The Local Transport Plan (LTP) framework replaced the Transport Policies and 
Programme (TPP) system of bidding for capital resources in 2000. Under the TPP system 
authorities used to bid for funding for individual schemes. This meant that central 
Government sometimes took decisions on very small-scale schemes. The new framework 
was intended to provide: greater certainty of funding over a five-year period; strategic 
planning for a local audience, with local consultation; consideration of capital and revenue 
spending; local flexibility and discretion over resources; and a greater emphasis on 
performance management.8  

6. In London a separate system of local transport planning and funding exists. The Mayor 
develops a transport strategy for Greater London and Local Implementation Plans (LIPs) 
are produced by each of the boroughs, setting out how they will implement the strategy in 
their area.9 The plans are statutory documents required by the Greater London Authority 
Act 1999. Local Implementation Plans will eventually replace the Borough Spending 
Plans.10 

Preparation of Local Transport Plans 

7. The Department for Transport issued a ‘Full Guidance’ document to local authorities to 
help them prepare the first Local Transport Plans.11 This Guidance was revised for the 
second round of Local Transport Plans.12 

8. Preparation of the Local Transport Plan requires considerable resources. Estimates put 
the cost of preparing a Plan at between £80,000 and £200,000 for a county council.13 For a 
major metropolitan area such as Greater Manchester, the costs were significantly higher. 
Production of the second round LTP, including staff time and use of consultants to 
develop the strategy, programme of schemes, targets, and models is estimated to be about 
£500,000. In addition, document production and distribution cost around £30,000, and 
annual monitoring of the LTP costs £500,000.14 This totals over £3 million for the five-year 
LTP period. South Yorkshire Local Transport Plan Partnership told us that the obligation 
to produce a Local Transport Plan every five years as well as Annual Progress Reports 

 
8 Department of the Environment, Transport and the Regions (March 2000) Guidance on Full Local Transport Plans. 

DETR: London. Page 9 

9 Mayor of London (July 2004) Mayor’s Transport Strategy: Local Implementation Plan Guidance. Transport for 
London. 

10 Ev 31 

11 Department of the Environment, Transport and the Regions (March 2000) Guidance on Full Local Transport Plans. 
DETR: London.  

12 Department for Transport (December 2004) Full Guidance on Local Transport Plans: Second Edition. London. 

13 Research by Somerset County Council found the average figure to be £113,835 (Somerset County Council, A Review 
of Local Authority Resources and Expenditure in Developing Second Local Transport Plans, 2006). East Sussex told us 
it cost between £80,000 and £100,000 (Ev 99); and Devon County Council estimated the cost at £200,000 (Ev 96) 

14 Ev 93 
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required a: “disproportionate level of attention to be paid to a regime that delivers only a 
fraction of the investment needed.”15 

9. Although LTPs require a significant investment, local authorities informed us that the 
preparation which goes into developing the plans would be undertaken in any case in order 
to design a transport strategy, and because of the need to ensure efficient allocation of 
resources.16 

10. The evidence we received indicated a large degree of support for the LTP framework, 
even if it was not regarded as flawless.17 This finding was supported by research carried out 
by the transport consultants Atkins which identified that the Local Transport Plan is a 
popular policy, strongly supported by local transport practitioners, stakeholders and the 
wider transport profession.18 Local authorities have welcomed in particular the increased 
certainty in funding over the five-year period, which aids long-term planning.19 

11. We support the introduction of the Local Transport Plan framework. Preparation 
of the Plans requires considerable investment, but this is a necessary investment and 
should be seen as fulfilling a core responsibility of local government. For most local 
authorities the cost is not excessive and similar work would have to be carried out 
under any framework. Nonetheless, we have concerns about certain aspects of the process, 
which are detailed below. 

Exemptions from the requirement to produce Local Transport Plans 

12. As part of the ‘freedoms and flexibilities’ agenda introduced by the former Office of the 
Deputy Prime Minister,20 those local authorities rated as ‘excellent’ in the Audit 
Commission’s Comprehensive Performance Assessment were granted ‘freedom’ from the 
requirement to produce a Local Transport Plan. The ‘freedom’ applies to councils scored as 
‘excellent’ overall, regardless of actual performance in delivery of their transport functions. 
Further, despite this freedom, all ‘excellent’ rated councils have continued to produce Local 
Transport Plans and Annual Progress Reports, indicating that they are valuable in their 
own right, irrespective of Departmental requirements.21 Both of these factors call into 
question the appropriateness of such a measure.22 

13. The ‘freedom’ for ‘excellent’ rated councils from the requirement to produce Local 
Transport Plans or Annual Progress Reports is anomalous. It could undermine 
strategic transport planning and the transparency of councils. The fact that no local 
authorities have chosen to exercise this right shows that it is otiose and indicates that 
these documents and the processes that must be undertaken to produce them are 

 
15 Ev 175 

16 Q85, Ev  93 

17 Ev 71, 175, 179, 183, 1, 34, 103, 205 

18 Ev 103 

19 Ev 71, 175, 6, 34, 56 

20 Now the Department for Communities and Local Government  

21 Ev 103 

22 Ev 179 
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valuable in their own right. This exemption should be dropped and replaced with some 
more appropriate measure which is actually sought by local authorities. 

Department for Transport guidance  

14. The Department’s Full Guidance on Local Transport Plans was generally welcomed by 
witnesses as clear and helpful.23 Nonetheless, there were criticisms of the timeframe in 
which the document was made available.24 The second edition guidance was available in 
draft form for consultation between August and October 2004. The final version of the 
guidance was published in December 2004. Local authorities were required to submit new 
provisional Local Transport Plans by the end of July 2005, and revised final versions by the 
end of March 2006. 

15. For the metropolitan areas with joint plans, getting the Local Transport Plan approved 
by all the district councils and the Passenger Transport Executive can be a lengthy process. 
As the West Midlands Chief Engineers and Planning Officers Group (CEPOG) illustrated: 

The LTP2, being a framework policy document, has to navigate the process of 
scrutiny, Executive Cabinets and full Council of each of our eight authorities, each 
with different meeting schedules […] the late issue of additional Guidance, 
expenditure details, and other information made it a difficult process […] to secure 
Members’ approval to the Final LTP2 […] Feedback on the Provisional LTP2 was 
helpful, but the timing of the Planning Guidelines and the actual Settlement Letter, 
in December, left very little time to refine the Plan.25 

16. Similar criticisms were made of the timing of the Department’s Guidance on Annual 
Progress Reports.26 The changes made to this document also attracted criticism. The 
Institution of Civil Engineers told us that the Guidance “appears to be in a constant state of 
flux where last minute significant change has become the norm.”27 Dr Stephen Ladyman, 
Minister of State for Transport rebutted claims that the Guidance was issued too late for 
best use to be made of it by local authorities: 

Local Transport Plans are not supposed to be something that you write today and 
then you do not come back to for five years[…] it should be something that they are 
working on constantly and at any particular time, they ought to be capable of 
producing another five-year programme and nine months is not unreasonable.28 

17. The extent of change to the guidance document between the first and second editions 
was also considered a problem by some witnesses. The consultants, Mott Macdonald, 
stated that the change “could have been managed much better.”29 Devon County Council 

 
23 Ev 183, 77 

24 Ev 71, 12, 175, 73, 36, 34, 196, 56 

25 Ev 12 

26 Ev 12 

27 Ev 196 

28 Q322 

29 Ev 56 
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commended the Guidance for being “clear and comprehensive” but stated that “the 
subsequent amendments, re-interpretations and additions have not been helpful or 
advantageous.”30 

18. The Department was right to seek to improve the guidance to assist local authorities 
ahead of the second round. The Department should, however, have better prepared the 
councils for the changes that were to come. The ongoing changes to the Local Transport 
Plan and Annual Progress Report guidance throughout the period of the Plan have 
caused difficulties. In future, the Department should make every effort to issue its 
guidance earlier. Local authorities need time to draft their Local Transport Plans and 
have them agreed through cabinet meetings. The particular needs of the metropolitan 
areas which opt to produce a joint plan involving several councils must be taken into 
consideration by the Department when it devises its schedule. 

The revised guidance 

19. The second edition of Full Guidance on Local Transport Plans, generally considered to 
be an improvement on the first,31 identified four key principles which should underpin 
Plans. They should: 

• set transport in a wider context; 

• set locally relevant targets for outcome indicators; 

• identify the best value for money solutions to deliver those targets; and 

• set trajectories for key targets, to enable greater transparency and rigour in assessing 
performance. 

These are laudable principles. In practice, however, local authorities were divided as to 
whether the Guidance genuinely encourages joined-up policies and the freedom to 
prioritise local targets and objectives.  

Level of prescription 

20. The Department considered that the second round guidance was less prescriptive than 
the first. The Minister explained that the number of strategy areas had been reduced from 
the original 27 and the new guidance was “demonstrably putting more control and more 
influence in the hands of local people”.32 In contrast, other witnesses told us that the second 
edition guidance was more prescriptive than the first.33 The Association of Greater 
Manchester Authorities and Greater Manchester Passenger Transport Authority 
(AGMAPTA) told us that the system was still very prescriptive, differing substantially from 
other policy areas, where central government tended to set broad policy and direction and 

 
30 Ev 71 

31 Ev 73,183, 77 

32 Qq 271, 297 

33 Ev 12,73, 183, 34 
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then leave local government to determine the best way of delivering national policy.34 The 
West Midlands CEPOG also found the guidance to be detailed and possibly overly-
prescriptive;35 and the Local Government Association indicated that the increasingly 
prescriptive nature of the guidance had altered the nature of the relationship between the 
Department and councils, and moved the Local Transport Plan away from its original 
aims.36 The Association also identified the balance to be struck between giving sufficient 
guidance to local authorities which need a high level of support, and giving established 
transport departments the space to be creative and responsive to local needs.37 

21. The Minister’s view that the second round guidance was less prescriptive than the 
first does not appear to be widely shared by local authorities. The prescriptive nature of 
the Department’s guidance has altered the relationship between the Department and 
local authorities, and moved the LTP away from its original aims. The result has been 
to increase the cost and the time required for producing plans, without giving any 
greater certainty that they will be fulfilled. 

Integrated policies 

22. There were mixed views on whether or not the framework had permitted a more 
integrated approach to wider policies. Mr Trevor Errington, Leader of West Midlands 
CEPOG, drew attention to the emphasis in the Guidance on placing transport in the wider 
objectives of local authorities, such as regeneration and social exclusion.38 The Local 
Government Association concurred: “Local Transport Plans have, in the main delivered 
more joined-up transport policies.”39 Other witnesses however thought that the guidance 
was not only too prescriptive, but that it also focused on too narrow a set of objectives. The 
Passenger Transport Executives Group made a particular criticism, that the Guidance has 
led to: 

[…] an unhealthy concentration on the so-called ‘shared priorities’ which relate 
strongly to DfT delivery targets, though they notably omit reference to wider 
Government targets such as those relating to climate change and better relative 
economic performance of the northern regions.40 

Assessment of Local Transport Plans 

23. Local Transport Plans are assessed by the Government Offices for the Regions on 
behalf of the Department for Transport. The assessment includes three criteria: the quality 
of planning; the impact of the Local Transport Plan targets; and deliverability.41 Under the 

 
34 Ev 73 

35 Ev 12 

36 Ev 34 

37 Ev 34 

38 Q3; this view was supported by East Sussex County Council (Ev 77) 

39 Ev 34 

40 Ev 1; further criticism came from Transport 2000, that transport objectives should be integrated with other priorities 
such as tackling obesity and other health problems, and climate change (Ev 205) 

41 DfT (2004) Full Guidance on LTPs: Second Edition, Annex C – LTP assessment, page 91 
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new system, an authority's indicative funding allocation for the integrated transport block 
can be increased or decreased by up to 25% on the basis of past performance and on the 
quality of the Local Transport Plan. The remaining 75% is determined according to a 
needs-based formula. Not surprisingly, these financial incentives mean that local 
authorities are eager to follow the Department’s Guidance closely, avoiding wherever 
possible the risk of financial penalties for deviating from it. Although the guidance allowed 
for some local objectives and targets to be included, the manner in which the Plans were to 
be assessed indicated that it was primarily performance against the shared priorities that 
would be valued.42  

Shared priorities 

24. The Department for Transport negotiated four shared priorities with the Local 
Government Association in 2002: accessibility; congestion; air quality; and road safety. The 
Department expects local authorities to focus on delivering the shared priorities ahead of 
delivering other local priorities.43 The Minister explained the Department’s rationale for 
the shared priorities: 

[…] we are highly dependent on local authorities for delivering national transport 
objectives […] and although we believe that it is absolutely vital that we leverage in 
local experience and local knowledge […] transport is the area of public policy where 
it is most important to have joined-up thinking both literally and figuratively. We 
have to think about our national transport priorities, we have to think about our 
local priorities and we have to get them all working together.44 

25. He went on to suggest that the four shared priorities were developed to strike a balance 
between national direction and local discretion.45 The County Surveyors’ Society noted that 
“the guidance and scoring systems made it clear that DfT wished to see a concentration on 
the “shared priorities”.46 Witnesses from Greater Manchester (AGMAPTA) stated: 

Whilst the Department does allow local priorities it is not clear what weightings 
these are given, if any, in the Local Transport Plan assessment. What would be useful 
to Local Transport Plan authorities is for the Department to publish the details of the 
scoring methodology, including what weightings are applied to national and local 
priorities.47 

26. The shared priorities were welcomed by a small number of the local authorities that 
submitted evidence.48 Many more authorities, however, indicated that the shared priorities 
were given too much prominence in the Guidance and this restricted local flexibility.49 

 
42 Ev 29, 93, 24, 99, 100, 95, 56, 25 

43 DfT (2004) Full Guidance on LTPs: second edition, page 6 

44 Q270 

45 Q276 

46 Ev 100 

47 Ev 93; the West Midlands CEPOG (Ev 29) and the Passenger Transport Executives Group (Ev 24) supported this view 

48 Ev 96, 12, 187 

49 Ev 12, 29, 73, 93, 187, 1, 24, 100, 95, 56, 8, 25 
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West Midlands CEPOG identified the imbalance in the Guidance between the 16 pages on 
the shared priorities and the two paragraphs on “other local priorities”.50 

27. Several authorities suggested that the emphasis on the four shared priorities deterred 
them from including local objectives.51 We heard that this emphasis had been further 
underlined through informal liaison between central and local government. For example, 
the Passenger Transport Executives Group told us that the Department made it clear “in 
the intensive process of local engagement” that its “desired outputs were strongly linked to 
the delivery of the ‘shared priorities’[…] For this reason, PTEs felt diverted from the wider 
objectives […]”52 

28. Despite this emphasis in the Guidance, some councils did choose to adopt local 
priorities in their Local Transport Plans. Hampshire County Council, for example, 
included local priorities such as quality of life, economic development and asset 
management.53 Devon County Council similarly has adopted local objectives within its 
second Local Transport Plan: promoting health and wellbeing; improving recreation, 
leisure and tourism; and improving public spaces.54 

29. The Minister insisted that local authorities were able to adopt any number of local 
objectives and targets through the Local Transport Plan process. He pledged to look at the 
Guidance if it was being misinterpreted: “Let me make it very clear […] If you have other 
priorities for your local area in setting your Local Transport Plan, then knock yourself out, 
I am happy for you.”55 He did not, however, address the local authorities’ concerns 
regarding the way in which the plans were assessed and funding was allocated.  

Economic regeneration 

30. Local economic regeneration was one objective which several local authorities 
indicated they would have wished to prioritise but which was excluded from the shared 
priorities.56 Although not included in the four shared priorities, there are a number of 
references to social inclusion and ‘prosperous communities’ in the Department for 
Transport’s LTP Guidance.57 The West Midlands CEPOG told us that economic 
regeneration was “the bedrock on which our whole Local Transport Plan and other 
corporate policy documents were based.”58 The Greater Manchester witnesses 

 
50 Ev 29 

51 Ev 93, 99, 25, Q231 

52 Ev 24 

53 Ev 95 

54 Q231 

55 Qq 274, 276 

56 Ev 93, 25, Q12. In addition several organisations made the case for climate change to be included in the local 
transport core targets (Ev 157, 165, 182, 1, 189, 198, 205, 25). The House of Commons Environmental Audit 
Committee recently recommended that DfT should be given ownership of a sector-specific target for carbon 
emissions from transport in its Ninth Report (2006) Reducing Carbon Emissions from Transport HC 981-I. 

57 DfT (2004) Full Guidance on LTPs: second edition, pages 8, 10, 12, para 1.1 

58 Q12 
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(AGMAPTA) agreed with this sentiment that the shared priorities “don’t adequately reflect 
the local need to secure economic regeneration and growth.”59 

31. There is a tension between planning for national priorities and local priorities in the 
Local Transport Plan. While the Department insists that councils are free to set their 
own priorities, this does not match the local authority interpretation of the guidance 
and assessment for funding. Councils judge that they are ‘scored’ on how well they have 
planned for, and delivered the national shared priorities. The guidance does not 
indicate what weighting will be given to success in delivering against locally identified 
priorities. If Local Transport Plans are to adequately reflect local objectives, the 
guidance and the scoring methodology must be rewritten to support it, and the way 
local and national priorities are weighted should be made available to councils. It is 
unacceptable that local authorities are effectively penalised for pursuing regeneration 
and job creation schemes. The Department’s Local Transport Plan assessment should 
make it clear that local authorities can prioritise specific local transport needs, such as 
economic regeneration, and that these priorities will be given proper weight. That said, 
it is incumbent on local authorities that wish to emphasise local transport priorities to 
be bolder in pursuing their objectives. 

Targets 

32. Targets form one key part of the assessment of Local Transport Plans. Across different 
policy areas, local authorities have made the case for fewer targets and streamlined 
performance monitoring. In evidence the Local Government Association insisted that the 
Government should keep to a minimum the targets local authorities are required to report 
against, and that any additional target placed on local government by central Government 
should be accompanied by another target’s removal.60 Sir Michael Lyons, who has been 
commissioned by the Government to review local government functions and financing, 
told us: 

The scale and complexity of national targets and inspection require the vast majority 
of local government’s resources to be used to deliver nationally defined priorities. 
This can ‘crowd out’ local action to meet local needs and priorities […] It also 
contributes to a situation in which councils tend to focus their attention and efforts 
on influencing central government grant decisions, rather than engaging with local 
people and local challenges and opportunities.61 

33. The second round Local Transport Plans have fewer mandatory central targets. The 
first round Plans were assessed against 27 policy areas. In the second round this has been 
reduced to eight LTP targets and nine Best Value Performance Indicators (BVPIs): 

 
59 Ev 93; Merseytravel made a similar point (Ev 25) 

60 Ev 34 

61 Ev 144 
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Table 1: Mandatory Local Transport Plan (Local Transport Plan) and Best Value Performance 
Indicators (BVPI) 

BVPI 96 Principal road condition LTP 1 Accessibility target 

BVPI 97a Non-principal classified road condition LTP 2 Change in area wide road traffic mileage 

BVPI 97b Unclassified road condition LTP 3 Cycling trips 

BVPI 99 Total killed and seriously injured road 
casualties 

LTP 4 Mode share of journeys to school 

BVPI 99 Total child killed and seriously injured 
road casualties 

LTP 5 Bus punctuality indicator 

BVPI 99 Total slight casualties LTP 6 Changes in peak traffic flows to urban 
centres 

BVPI 102 Public transport patronage LTP 7 Congestion (vehicle delay) 

BVPI 104 Bus satisfaction LTP 8 Air quality target 

BVPI 187 Footway condition  

 

34. The Department for Transport’s guidance document states that: “it is vitally important 
for authorities to set robust targets and trajectories relating to local transport.”62 We agree 
that performance information of this kind can assist local accountability as well as helping 
to identify any weaknesses and direct work programmes and funding accordingly.  

35. Local authorities must be able to promote local priorities in what is ostensibly a 
local transport plan. It is not unreasonable, however, for government to seek the local 
implementation of national objectives which might well have local benefit. It is 
important that the weighting given to these criteria in appraisals is transparent. 

36. In order to be meaningful, however, the targets have to be grounded in realistic 
benchmarking and measurable outcomes. There were several shortcomings with the target 
setting under both LTP1 and LTP2. One problem raised by witnesses is that local 
authorities have responsibility for targets over which they have very little direct control of 
the outcomes.63 Examples include the bus satisfaction and public transport patronage 
targets.64 It is wrong that local authorities are measured against targets over which they 
have no direct control, such as bus satisfaction or passenger numbers. Either local 
authorities need direct control over these services; or they should not be held 
responsible for them. 

 
62 DfT (2004) Full Guidance on LTPs: second edition, page 28 

63 Ev 73, 56 

64 See House of Commons Transport Committee 2006 Report “Bus Services across the UK” HC 1317 
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Ambitious targets 

37. We heard that under the first round of Local Transport Plans, authorities were 
encouraged to be ambitious rather than realistic.65 As Ms Alison Quant, Director of 
Environment at Hampshire County Council, explained, on LTP1 “we were all encouraged 
to be as aspirational as we could be on targets and there was not much checking whether 
they were reasonable and deliverable”.66 In theory ‘deliverability’ is included in the second 
Local Transport Plans because the Department’s guidance expects authorities to prove that 
the targets are both challenging and realistic.67 This appears to be difficult to achieve in 
practice. We heard evidence that this requirement creates something of a catch-22 
situation for local authorities: if they meet the target it is considered insufficiently 
ambitious; if they fail to reach the target, they have underperformed.68  

38. Some evidence suggests that the Government has pushed local authorities to stretch 
their targets further still. Mr Tony Matthews, Local Transport Plan Lead at Devon County 
Council, said that following review and feedback by the Government Office, the targets set 
for LTP2 are more aspirational than those set in the first round of plans.69 Not all witnesses 
agreed that the targets set were too ambitious however. Sustrans, for example, implied that 
the targets showed a lack of ambition.70 The cycling organisation, CTC, also criticised the 
Department’s guidance for indicating that ‘no reduction in cycle use’ was a satisfactory 
minimum target for Local Transport Plans. The organisation pointed to the contrast with 
the first edition of the Local Transport Plan guidance which included the then current 
national target to treble cycle use between 2000 and 2010.71 

39. We understand that in assessing the Local Transport Plan targets the Department is 
attempting to ensure a degree of consistency across the country in terms of how the Plans 
and progress are assessed. The role of central government in reviewing the targets adopted 
by local authorities is, however, problematic. AGMAPTA described the difficulties it had 
faced after the Department for Transport had become involved in adjusting its local 
targets: 

The Greater Manchester bus patronage target […] was revised upward on DfT 
advice after encouraging early progress, but then performance fell back, leading to a 
missed target. It would have been preferable for the target to have been left 
unchanged to reflect the longer-term nature of such performance trends.72 

40. Mr Bob Linnard, Director of the Regional and Local Transport Policy Directorate at the 
Department for Transport, described the Department’s efforts in assessing the plans:  

 
65 Ev 175, 73, 183, 67, Qq 224–227, 230 

66 Q224 

67 DfT (2004) Full Guidance on LTPs: Second Edition, para 2.54, page 28  

68 Q228 

69 Q224 

70 Ev 189, this view was shared by Friends of the Lake District (Ev 157) 

71 Ev 198 

72 Ev 73 
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We have quite a complicated system within the Department for assessing the quality 
of the plans which involves not just one person with each plan, but cross-checks to 
try to ensure consistency across all 82 plans. We do as much as we humanly can to 
make this as fair as possible.73  

The task of attempting to ensure consistency in targets across the country is a 
phenomenally difficult one given the very different geographical, demographic and socio-
economic contexts in which the Local Transport Plans operate. This is, however, necessary 
under the current framework because the Department for Transport judges performance 
by authorities and rewards strong performance with larger capital settlements.  

41. We understand the Department’s intention to ensure that targets are challenging 
but realistic. This is not an easy task, and certainly not easily done from the centre. The 
Department should recognise that local authorities with local knowledge are best 
placed to determine appropriate targets. The catch-22 which faces authorities in target 
setting is untenable. It should not be assumed that where targets are met they were 
unchallenging; and where they were not met the authority underperformed. Progress 
should be judged on its own merits. Attempting to harmonise local authority targets 
across the country is an exceptionally difficult task, and one of questionable merit given 
the different priorities local authorities may have adopted. A more local focus in the 
Local Transport Plan framework would need to take this into account. 

Performance-related funding 

42. The performance-related funding component in LTPs attracted both approval and 
criticism. The problems comparing performance in different authorities against different 
targets led unsurprisingly to accusations that the performance-related funding system was 
unfair.74 In addition, there was a perceived unfairness about the fact that even ‘improved’ 
scores had still led to reduced funding because of the way the system operates. The South 
Yorkshire Local Transport Plan Partnership demonstrated the problem: 

The December 2005 settlement was particularly disappointing […] as, despite 
bringing our Local Transport Plan performance up by 17 percentage points to 75% 
on the previous year, we were still classed only as ‘fair’ and attracted a 5% reduction 
in our indicative allocation for 2006/07. The assessment of our provisional Local 
Transport Plan as ‘promising’ attracted no performance bonus. 75 

43. Witnesses from Greater Manchester (AGMAPTA) sought to explain why so few 
authorities felt they had benefited from the new system: 

The performance related approach as adopted only allows for a small number of 
authorities to be excellent and hence rewarded. This is because all of the funding was 
included in the indicative allocations for local authorities; therefore in order to 

 
73 Q348 

74 Ev 183 

75 Ev 175; this view was shared by the Local Government Technical Advisers Group and supported with similar figures 
(Ev 36) 
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reward some authorities, others will have to lose money to make it available. Thus 
the thresholds have to move to enable a few authorities to be rewarded.76 

44. Mott Macdonald suggested that the system might have unintended consequences, such 
as encouraging authorities to set less demanding targets.77 Within the performance-related 
component, the Department has reportedly penalised authorities for diverging from the 
work programme set out in the Local Transport Plan, even though a goal at the outset of 
the LTP framework was that authorities would enjoy more flexibility over the five year 
cycle to re-prioritise programmes as required.78 Local authorities also felt aggrieved that 
they had been penalised for non-delivery of projects that could not in fact be taken forward 
until Department for Transport decisions had been announced.79 There is also a danger 
that penalising poor performance with reduced funding will serve to reinforce a lack of 
progress in struggling authorities. 

45. We were told, however, that the threat of losing funding if performance levels are not 
achieved protects the level of revenue funding dedicated to transport. West Midlands 
CEPOG lost £2.3 million in the current year, something they see as “acting as a powerful 
argument in discussions about the use of resources at a local level, not to reduce transport 
expenditure.”80 The performance-related funding component could therefore be argued to 
be having the desired effect. 

46. Given the inherent complexities of assessing performance across different 
authorities, it seems inevitable that performance-related funding will be considered 
unfair by many authorities. The assessors should not automatically consider changes to 
programmes as failure, and delays in delivery which are due to drawn out Department 
for Transport decision-making should not be allowed to harm the scoring. Given the 
questionable basis for national comparison, we are not convinced that the 
performance-related funding package is appropriate. But while funds are not ring-
fenced, some incentive which encourages local authorities to fund transport is 
important. 

Monitoring 

47. Having set the national and local transport targets, local authorities are responsible 
both for implementation of the schemes that will achieve them and monitoring progress. 
Problems have been encountered in this important area of work. The Atkins review of 
Local Transport Plans found that: “the technical evidence-base and analysis underlying 
many of the first Local Transport Plans was weak and […] monitoring of outcomes 
remains an area of weakness.”81  

48. An unreliable evidence-base can cause problems. As Sustrans identified: 

 
76 Ev 73 

77 Ev 56 

78 Ev 67, 56  

79 Ev 175 

80 Ev 29 

81 Ev 50 
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Many Local Transport Plans are still deficient in hard transport data, detailing who 
travels where and how and for what purpose. Without these it is very difficult to 
understand which problems are being addressed, and how much progress is being 
made. Trips are still often measured by distance, rather than numbers, thereby in 
building a huge bias against walking and cycling.82 

Atkins confirmed that monitoring progress against cycling targets had been extremely 
difficult because of concerns that the data being collected were not appropriate.83 We heard 
evidence from the North West Transport Activists Roundtable that, because many 
authorities have changed the data capture methods used over the period of the Local 
Transport Plans, it has become increasingly difficult to track performance.84 The Local 
Authority Technical Advisers Group have also criticised the Department for altering the 
definition of some Best Value Performance Indicators during the plan period and in some 
cases the method of data collection.85 It stated: “Where changes are made to methodologies 
no guidance is provided regarding how trends are expected to be accurately reported.”86 

49. Monitoring can be a sizeable and expensive activity when done thoroughly. In 
evidence, Sir Michael Lyons indicated that local authorities were burdened by the 
monitoring requirements of central government and drew attention to work carried out on 
behalf of the Department of Communities and Local Government. He told us that this 
research identified that: “80% of all of the information that has been collected is about 
central accountability as opposed to local accountability.”87 

Performance indicators 

50. Performance indicators are used to demonstrate progress towards the targets for the 
each year of the Local Transport Plan period. However, like targets, performance 
indicators must be measurable and meaningful. There was little guidance on setting 
performance indicators in LTP1 and far too many performance indicators were set.88 These 
were for a mix of inputs (for example the money invested in bus priority measures), 
outputs (for example the number of bus services delivered) and outcomes (for example bus 
satisfaction achieved). The revised guidance for LTP2 has attempted to move local 
authorities towards more meaningful performance management arrangements.89  

51. We welcome the efforts to set more meaningful performance indicators and 
trajectories of targets for the second round of Local Transport Plans. With an emphasis 
on outcomes, it should be possible to reduce the overall number of performance 
indicators against which local authorities report. Local authorities should strive to be 

 
82 Ev 189 

83 Q116 

84 Ev 179 

85 Ev 36 

86 Ev 36 

87 Q 424 

88 Ev 183, 50 

89 Ev 56 
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consistent through the Local Transport Plan period in the measuring techniques and 
data which are used; constant changes hinder transparency. 

Annual Progress Reports 

52. In order to check delivery against targets, local authorities are required to report the 
progress that has been made against the Local Transport Plan each year in their Annual 
Progress Reports. This process brings a degree of public accountability to local transport 
developments. Annual Progress Reports also indicate whether programmes are on track 
and having the impact sought.90 Mott Macdonald drew attention to the benefit of 
‘proactive’ rather than reactive use of the reports, arguing that they “are of most value if 
they drive improvement and lead to a regular re-evaluation of strategies and transport 
expenditure” and have succeeded in “shedding light on the quality of programme 
management and monitoring”.91 

53.  Compiling Annual Progress Reports was nevertheless considered by some witnesses as 
a resource-intensive and time-consuming activity.92 It was also thought to produce 
unreliable results.93 This is because over a period of one year performance against outcome 
indicators can be erratic—true trends in performance can only be picked up over a longer 
timeframe. Indeed, the County Surveyors Society told us that “some authorities’ rankings 
have swung dramatically in the space of one year, with little change in performance ‘on the 
ground.’ You do not become a good or bad transport authority overnight [...]”94 

54. Efforts have been made by the Department to reduce the burden of producing Annual 
Progress Reports. The Department told us that it “plans to assess progress at a broadly 
biennial frequency in the future.”95 Exactly how this will fit into the Local Transport Plan 
framework is unclear, but there was support among local authorities and other witnesses 
for this development.96 The Passenger Transport Executives Group suggested that the 
Department for Transport eventually move to three-yearly performance reports to fit in 
with financial planning cycles, and Local Transport Plans which cover six years. 97 

55. Local authorities criticised the current reporting arrangements for requiring outputs 
from major schemes within the same year that expenditure begins as being unrealistic.98 
The reporting requirements should accommodate the fact that some major projects span 
several financial years and there will be some delay before outputs can be measured. 

Disturbingly, we heard that some Annual Progress Reports included reported delivery of 
schemes which had not in fact been implemented.99 We would not expect local authorities 

 
90 Ev 183, 77, 56 

91 Ev 56 

92 Ev 175, 36, 183, 77, 56 

93 Ev 157, 175, 179, 36, 183 

94 Ev 81 

95 Ev 103 

96 Ev 157, 183, 1, 77 

97 Ev 1 

98 Ev 175, 73 

99 Ev 179 
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to make such serious mistakes in their reports to Government. It has been the diligent 
work of non-governmental transport forums which has identified these errors, not the 
local knowledge of the regional Government Office or investigations by the Department 
for Transport. 

56. Annual performance against transport targets can be erratic and Annual Progress 
Reports are therefore not a good basis for judgements of trend in performance. 
Monitoring should be part of on-going management of programmes by the local 
authority. We welcome the Department’s plans to replace the Annual Progress Report 
with a biennial review which should provide a more accurate picture of authorities’ 
performance, as well as reducing some of their monitoring burden. 

Delivery of local transport improvements 

57. Some witnesses judged that local authorities had achieved a significant amount of 
progress in the first Local Transport Plan period.100 Road safety improvements in particular 
were held up as a success of the new system. Improvements were largely seen as a result of 
the increase in capital funding which accompanied the LTP framework. Devon County 
Council, which is designated a Centre of Excellence for local transport delivery, told us that 
the increase in capital borrowing has “enabled the implementation of a wide range of 
integrated transport schemes which would not have previously been affordable.”101 Other 
witnesses felt however that even with the increase in capital investment, the resources 
available were insufficient to make much impact on local transport.102 Local authorities will 
be submitting five-year performance reports to the DfT which will identify implementation 
over the first LTP period.103 

58. The Minister was keen to stress that a significant change had been achieved in the 
delivery of transport improvements as a result of the introduction of the Local Transport 
Plan framework. Nevertheless, the Minister did acknowledge that delivery had not 
matched the ambition of the targets: 

There were major enhancements in delivery. A substantial number of bus routes was 
provided, a significant increase in the number of cycle ways was provided, a number 
of interchanges were improved, a number of park-and-ride schemes were 
introduced; there was a step change in delivery as a result of LTP1. Were all those 
things exactly in line with what were set in LTP1 as the targets? Clearly not.104 

59. In fact, delivery against the targets that were set was not impressive. As the table below 
shows, five years into the Local Transport Plan programme only 60% of authorities were 
on track to meet half or more of the core targets. The Department relies upon local 
authorities to deliver most of the Public Service Agreement (PSA) targets, which it agrees 
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with the Treasury, and only two of these are currently on track: the road casualty reduction 
targets and bus satisfaction (despite bus patronage levels continuing to decline overall).105 

Table 2: National and local targets assessed as “on track” by DfT 2005 (Ev 103) 

Percentage of targets on 
track 

Number (%) of authorities Number (%) of authorities 

 Core targets set for LTP1106 Local targets set for LTP1 

>0% 85 (100%) 85 (100%) 

>30% 79 (93%) 84 (99%) 

>50% 51 (60%) 77 (91%) 

>60% 33 (39%) 65 (76%) 

>70% 32 (38%) 35 (41%) 

>80% 4 (5%) 17 (20%) 

>90% 4 (5%) 1 (1%) 

 
60. Improvements to the safety of local roads are rarely controversial, and it is unsurprising 
that authorities looked for ‘quick wins’ against the road safety targets.107 Some other aspects 
of transport strategy are however harder to accomplish and the steps needed to achieve 
them are more contentious. Progress against congestion, air quality and bus patronage was 
poor.108 The consultants Atkins told us that a lack of political will, at both local and 
national level, is preventing the implementation of radical measures to influence travel 
demand and mode share, and improve road-use management.109 

61. The gap between what was anticipated and what has been delivered in terms of local 
transport improvements makes it difficult to judge what has actually been achieved. We 
await with interest the five-year delivery reports covering the first round of Local 
Transport Plans which are being submitted to government. Although some excellent 
schemes have been implemented, on the existing evidence it is disappointing that there 
were not more transport improvements delivered as a result of the large increase in 
capital investment. The Department needs to consider what approach it will take if 
local authorities continue to judge certain aspects of the national transport strategy, 
such as air quality, as a low priority and dedicate few resources to it.  

 
105 Ev 50 

106 For LTP1, in their Annual Progress Reports, authorities were required to report progress against the following 
national objectives: Bus, Cycling, Road safety, Road maintenance, Light Rail, Accessibility. These were replaced with 
the Shared Priorities for LTP2. 

107 Q113 

108 Ev 175, 36, 183, 189 
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Staff and skills shortages 

62. Delivery of the proposals set out in first round Local Transport Plans was delayed by a 
shortage of staff with the relevant skills.110 Atkins’ 2003 research report, commissioned by 
the Department for Transport, found that: “the speed of funding increase, unmatched in 
the early years of the Local Transport Plan by an increase in professional staff and fully 
developed and ‘ready to go’ schemes, is resulting in underspends for many Local Transport 
Plan programmes.” The consultants found that local authorities were tackling this problem 
in a variety of ways, including use of contract staff and partnering agreements with 
consultants and construction companies.111 These arrangements are a short-term solution 
for authorities that do not have the in-house staff and skills to deliver improvements. Such 
a strategy does not however assist ‘institutional learning’ in order to ensure that the 
authority has the skills to design and deliver proposals for the next Local Transport Plan. 
Local authorities should be aiming to retain staff and develop the expertise required.  

Consultation and consensus 

63. The requirement to consult with local people about transport proposals was a new 
process which slowed delivery in the initial stages of the Local Transport Plan period.112 
Other witnesses blamed the slow delivery on the need to achieve consensus among Local 
Transport Plan partners, particularly for the joint plans in metropolitan areas. Mr Neil 
Scales, of Merseytravel, told us: “You have to go through a lot of consultation at a local 
level. One of our corridors goes from the centre of Southport and it has taken five years to 
put the bus lanes in that particular corridor.”113 The Passenger Transport Executives Group 
concurred with this view: 

In delivering bus priority […] good schemes are often held up or diluted by very 
local issues such as perceived loss of passing trade, or minor inconveniences in 
parking provision for residents. Despite strong policies to re-allocate road space in 
favour of buses, it is has proved difficult to achieve the political consensus necessary 
to deal with these local issues. This has led to major corridor proposals to promote 
bus reliability, and increase relative speeds, being watered down or deferred.114 

There is a problem for those areas that must agree transport schemes across political 
and jurisdictional boundaries. Bus lanes are a classic example, involving collaboration 
between often multiple local highways authorities and a Passenger Transport Authority 
followed by a lengthy legislative process. All Local Transport Plan partners must work 
to achieve consensus as efficiently and speedily as possible if they are to retain their 
credibility with the public. 

 
110 Ev 36, 189, 196, 198, 50 
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Delivery of London Local Implementation Plans 

64. As described previously, a Local Implementation Plan (LIP) is the statutory equivalent 
in London to a Local Transport Plan in the rest of England. Under the Greater London 
Authority Act 1999 each London borough must prepare an LIP showing how it proposes 
to implement the Mayor’s Transport Strategy. The Mayor of London issued guidance on 
the preparation of these Plans in July 2004. Transport for London is currently working 
with the London boroughs on the first round of Plans.  

65. The first LIP was approved in March 2006, for the Royal Borough of Kingston-upon-
Thames. At the time our inquiry was announced, the Local Implementation Plans of only 
three London boroughs had been approved by the Mayor. Transport for London told us 
that it expected to have approved a total of 31 Local Implementation Plans by December 
2006. This is a delay of two and a half years from issuing the guidance to agreeing the first 
round of plans, and in addition to a four-year delay between the election of the Mayor and 
Assembly and the issue of the guidance. Transport for London told us the reason for the 
delay: 

Experience of producing Local Implementation Plans for the first time has shown 
that many boroughs were not fully prepared for this new way of working. For 
example, this required them to consider a longer term strategy; issues affecting 
neighbouring boroughs; the setting of targets; and developing solutions across all 
modes. The original timetables put forward have been revised as a result of these and 
other external factors.115 

66. There is the added discrepancy that the plans for individual boroughs are being 
approved at different times, with complete transition to the new framework expected to 
stretch over nine months. We were told that TfL funding will migrate from the Borough 
Spending Plan framework to the Local Implementation Plan system over the next two to 
three years. Under the Borough Spending Plan process boroughs bid annually to Transport 
for London for funding. Following the introduction of Local Implementation Plans, 
Transport for London funding will be allocated on the basis of the quality of each 
borough’s Plan and the progress that has been made against it. Transport for London 
intends that this will give certainty of funding across several years, and tailoring of funding 
to the needs of individual boroughs.116 

67. The Greater London Authority was introduced as a unique form of city-wide 
government in May 2000. It is perhaps predictable that progress on some policy areas, 
especially those which involve consultation with all 31 boroughs, might have been 
slower than was desirable in the first years of the Authority’s operation. Nonetheless, 
the delays have already been significant and we urge Transport for London to ensure 
that the deadline to have all plans approved by December 2006 does not slip any 
further. 
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3 Capital funding through Local Transport 
Plans 
68. The Local Transport Plans cover both capital and revenue expenditure, but are used 
primarily to inform central government in its distribution of capital resources for 
transport. 

Increased capital funding 

69. There was a large injection of capital funds following the introduction of the Local 
Transport Plan framework. Between 2001–02 and 2005–06 investment in local transport 
projects totalled over £8 billion. This represents a 100% increase over the previous five 
years.117 The capital settlement includes allocations for the integrated transport block, 
highways capital maintenance, small schemes, and major schemes. The increase in capital 
funding and the certainty of funding achieved through the five-year indicative allocations 
were generally welcomed. The Local Government Association welcomed the additional 
capital allocations associated with LTPs. Fears by transport interests within and without 
local government that these funds would not be used on transport projects appeared, they 
argued, to have been ill founded.118 

70. Despite the Government making the capital funding available through a Single Capital 
Pot which local authorities were free to spend on whatever council services they deemed 
appropriate, most of the minor transport schemes planned were apparently delivered.119 
Several witnesses indicated that it was the Major Schemes funding, for which local 
authorities continue to bid, that had proved most problematic, for a variety of reasons.120 
The very significant increase in capital funding for transport was much needed by local 
authorities and is warmly welcomed by this Committee. Having made such a 
significant investment in the first round of LTPs, we very much hope to see this 
encouraging level of capital expenditure sustained over the LTP2 period and beyond.  

Formula grant  

71. As described earlier, under the second round of Local Transport Plans the Department 
for Transport decided to distribute capital funding partly based on performance.121 A 
formula, which attempts to assess transport need, is being phased-in for the remaining 75% 
of the Integrated Transport block. The formula is set out in the table below. 

 
117 Department for Transport Annual Report 2006 (Cm 6817) paragraph 7.7 

118 Ev 34; see also Ev 71 

119 Ev 36, 34 

120 Ev 171, 175, 73, 36, 77, 56 

121 See paragraph 23 
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Table 3: Integrated Transport Block Formula (Ev 121) 

Variable Broad Definition Weighting 

Local public transport 
patronage 

Bus patronage, light rail patronage and Merseyside 
Electrics patronage in 2004–05 

30% 

Road casualties Casualty numbers in 1994–1998 on local authority 
managed roads—roughly 78% of the 20% for deaths 
and serious injury numbers and 22% of the 20% for 
slight injuries 

20% 

Population weighted 
by settlement size 

2004 Population (with account taken of daytime 
population and projected growth to 2014) with more 
weight for population living in settlements of more 
than 100,000 (and to a lesser extent settlements 
between 50,000 and 100,000) than smaller settlements 

25% 

Population in districts 
with air quality 
management areas 

Population of district/unitary council areas that include 
designated air quality management areas related to 
local transport as at late 2005 

5% 

Population weighted 
by deprivation 

Population weighted by degree of deprivation and 
level of car ownership at census area level with most 
weight for areas with high deprivation and low car 
ownership 

15% 

Rural population Population living in settlements of fewer than 25,000 5% 

 
72. In 2004 the Department consulted on the introduction of the formula. The Department 
told us that major advantages of introducing a formula to inform the distribution of the 
Integrated Transport block included: 

• It allows allocation decisions to be made consistently between authorities, avoiding 
inconsistent decisions; 

• There is transparency in funding allocations—important given the competition for 
resources; 

• It enables need to be considered in funding allocations—the principle underlying the 
formula already used for the capital maintenance block.122 

73. There were mixed views among local authorities about the merits of the formula. Those 
authorities that had performed strongly, such as Devon County Council, were concerned 
that the approach would effectively reward poor performance, with higher levels of 
resources being allocated to local transport authorities which were not meeting their 
targets.123 More noticeably perhaps, it was those authorities that had not received their full 
indicative allocation because of the introduction of the formula that took most issue with it. 
As the Local Government Association told us, introducing new funding formulae 
inevitably produces reductions in funding levels for some recipients, who will feel that they 
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have lost out. As well as the perception of unfairness, this loss of funding can affect service 
delivery.124 

74. Southend-on-Sea Borough Council was one such authority. It identified the following 
concerns: inaccurate population data, including failure to recognise Southend’s increase in 
daytime population as a tourist destination; failure to reflect the council’s status as a 
Growth Area and the transport improvements needed to produce sustainable 
communities; a similar failure to reflect its status as a Regeneration Area; and no account 
taken of the growth in jobs and the likely increase in levels of commuting. 125 

75. The formula seemed to enjoy more support from metropolitan authorities. AGMAPTA 
in Greater Manchester welcomed the formulaic approach, and suggested it was “fair and 
produced a reasonable result”.126 The West Midlands CEPOG also described the formula as 
“generally fair”, but went on to suggest that unemployment and job availability statistics 
should have been included in the formula as these are indicators of economic regeneration 
needs.127    

76. A potential advantage of the formula approach is the opportunity to ensure parity 
between regions, outside London.128 The Minister indicated that the formula should 
address some of the regional discrepancies in per capita transport capital expenditure.129 
We welcome the introduction of the new, needs-based capital funding formula, which 
aims to allocate funds on a fair and well-understood basis.  

Capital funding for ‘Major Schemes’ 

77. In addition to the block allocations for Integrated Transport the Department for 
Transport also provides capital funds for Major Schemes which would not be affordable 
through the block allocation based on local authorities’ bids for individual Schemes. The 
Department assesses the bids for value for money and deliverability to time and budget.130 
The schemes are appraised by the Department against the preferred economic, 
environmental, safety, accessibility, and integration criteria.  

£5 million threshold 

78. During the first Local Transport Plan period the Government would generally not fund 
schemes below £5 million out of the ‘Major Scheme’ budget and authorities were not 
permitted to spend more than £5 million on a scheme without Government approval. The 
main exception being that where authorities faced difficulties pursuing large schemes 
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costing under £5 million, the Department agreed to provide additional funding in some 
such cases.131  

79. The £5 million threshold was heavily criticised during the course of our inquiry by local 
authorities, Passenger Transport Authorities and other witnesses. One of the main 
problems with the £5 million limit is that it is seen to take decisions out of local authority 
hands. As Tony Travers of the London School of Economics told us, local decision making 
would be better aided by allowing a decision “on significantly larger projects at the local 
level than is currently the case.”132 In addition, the current £5 million limit means that 
schemes which are regarded as fairly modest are required to be submitted to central 
Government for appraisal, which requires a significant amount of preparation work which 
can, according to Mr Tim Larner, Director of the Passenger Transport Executives’ Group, 
“add years onto the process”.133 

80. One solution to this problem could be the adoption of different appraisal procedures 
for different sized schemes. This suggestion was put forward by both Merseytravel and the 
Association of Greater Manchester Authorities.134 Merseytravel suggested “the 
introduction of banding e.g. £5m–£20m; £21m–£50m etc; each of which would have a 
mechanism for qualifying for Government grants which reflected the scale of the funding 
sought and the lever of risk”.135 Other witnesses wanted to see the threshold raised to £10 
million to allow greater local determination.136  

81. Mr Larner recommended that the threshold should vary depending on the size and 
budget of the transport authority: “I appreciate that in other parts of the country, where 
their level of block funding is much lower, there may be grounds for keeping it lower there, 
but there is a lot more scope for local flexibility and raising that £5 million in the big 
cities.”137 But not all favoured an increase.138 Whilst understanding the arguments for an 
increase, the County Surveyors’ Society described the difficulties of raising the threshold 
within the current system: 

In principle, the threshold should be increased in order to restore its value in real 
terms, however such a move would require a review of the funding regime for majors 
and those schemes excluded by a higher threshold. On balance, if such a review is not 
to take place, the threshold should remain at £5 million […]139 

82. The Minister argued that raising the limit would have a negative effect on local 
authorities because their access to additional central government funding would then be 
restricted to even larger schemes.140 Certainly, if the limit was raised to £10 million it would 
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be necessary to increase the capital block allocation to local authorities to enable them to 
fund major schemes up to £10 million from that budget.141 But—as Mr David Locke of 4ps 
(Public Private Partnerships Programme), a local government project delivery specialist, 
argued—spreading this additional revenue across the country would dilute the funds 
intended for major schemes. Under this change, local authorities might all get a little bit 
but not necessarily enough for their own particular Major Scheme.142 

83. The Department for Transport has proposed a change to the arrangement for Major 
Schemes in LTP2. Authorities will now be allowed to fund schemes costing more than £5 
million from their own resources, and if the local authority is funding the scheme, 
Department for Transport approval will no longer be required.143 We welcome the 
proposal to allow authorities to proceed with Major Schemes without needing 
Department for Transport approval if they are funded by the authority. This proposal 
goes some way towards giving local authorities the capacity to determine significantly 
larger projects at the local level.  

84. Nevertheless, many authorities will be unable to afford to fund such schemes from 
their transport budgets. The proposal will only be a solution in a significant number of 
cases once local authorities have greater powers to raise more funds locally. One of the 
key difficulties presented by the £5 million limit was felt to be the burden of preparing 
schemes for Department for Transport appraisal. We therefore recommend that the 
Department consider adopting different appraisal processes for schemes of different 
costs, with the aim of reducing the burden of work on local authorities for lower-cost 
schemes. A more light-touch approach should be adopted for moderate schemes 
costing £10–20 million. The threshold should be increased to £10 million. 

Bid preparation 

85. The Department for Transport cannot afford to fund every major scheme put forward 
by every local authority, and so authorities compete for funding approval. The 
Department’s Guidance on Major Schemes states that the same appraisal requirements 
apply to all schemes submitted, but the level of detail required in the appraisal will be 
proportional to the scale and complexity of the scheme.144 The Department is reviewing the 
formal approval stages that apply to major scheme decisions, and what information is 
required at each stage.145 There are currently three stages to the approval process for Major 
Schemes: 

• Stage 1: Programme Entry (formerly known as ‘Provisional Approval’)—granted 
after a Major Scheme Business Case has been accepted by the Department. The 
Business Case includes a value for money appraisal and project management 
information which shows that the scheme is affordable and deliverable to time and 
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budget, with a likely start date within three years. Programme Entry status confers no 
guarantee of funding. 

• Stage 2: Conditional Approval—this stage normally occurs once statutory powers 
have been granted, but before procurement has taken place, and the authority has to 
update the Major Scheme Business Case to show any changes in design or cost 
estimates. Conditional Approval signifies a “firm undertaking by the Department that 
Full Approval will be granted subject to a limited number of conditions,”146 namely, 
that the costs and financial risks do not change.  

• Stage 3: Full Approval—granted only where firm prices are available, procurement has 
been completed, and the balance of risks and liabilities is known and satisfactory. This 
aims to prevent significant cost increases after Full Approval has been granted. Full 
Approval signifies that the Department will make funds available and work can 
commence. 

Costs of bidding and preparation 

86. The bidding process was heavily criticised by witnesses. The principal concern was the 
costs involved in designing schemes to the level required for appraisal by the Department 
for Transport. These concerns were widely held.147 The Local Government Technical 
Advisers Group explained: “Preparation of the Major Scheme Business Case is in itself an 
extensive and expensive process given the associated rigorous appraisal and assessment 
process […] efficiencies need to be introduced to reduce abortive and wasteful use of 
resources.”148 Greater Manchester Passenger Transport Executive gave an indication of 
actual costs incurred through bidding: “Typically GMPTE would need to spend £150,000 
to £200,000 in the development of a bus station / Interchange scheme to the level of detail 
necessary”.149 West Midlands CEPOG stated: “Preparation costs have to be found from 
other budgets and, thus, diminish the amount of funding available for delivery.”150  

87. The long period taken by the Department to consider bids was also thought to lead to 
additional cost increases. Merseytravel told us that the second and third steps alone of 
Merseytram Line 1 took 18 months. These kinds of delays can make it “inevitable that 
initial costs at scheme development will vary significantly from the costs at the time of 
market tendering which could be 3–4 years later”.151  

88. This was demonstrated in the example provided by Greater Manchester Passenger 
Transport Executive of the Leigh-Salford-Manchester busway scheme.152 The scheme 
secured Provisional Approval in December 2000, with costs estimated at £26 million (at 
1998 prices). An interim decision letter was issued by the Secretary of State in October 
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2003 but Transport and Works Act powers were not issued until August 2005, by which 
time the cost had risen to £42.3 million (at 2004 prices).153 The scheme still retains 
Provisional Approval but for £26 million as approved in December 2000. In the meantime, 
the Passenger Transport Executive has made a considerable financial investment in the 
project. They told us: “To date some £4.3 million has been spent on the scheme but with no 
certainty that it will progress to Conditional Approval.”154 

89. The costs of scheme preparation are said to be increased in some cases by a tendency of 
the Department to ‘micromanage’ the appraisal process.155 The Local Government 
Association told us: “Repeatedly submitting revised scheme bids at the request of central 
Government, only for the entire project to be shelved, is a problem.”156 Ms Quant of 
Hampshire County Council indicated the scale of costs incurred on the South Hampshire 
light rapid transit scheme at the Department’s request: “We spent […] getting on for three-
quarters of a million between our transport funding being withdrawn and the final coup de 
grâce. That was because the Department made us rework all of the figures.”157 

90. Some local authorities thought that there should be more financial assistance from the 
Department to help councils meet the costs of developing proposals for appraisal. South 
Yorkshire LTP Partnership suggested that the Department had passed on to local 
authorities more of the risks associated with scheme preparation to reduce purely 
speculative bid submissions.158 East Sussex County Council thought that ‘Programme 
Entry’ status should indicate a commitment to cover the costs of both preparation and 
construction.159 Witnesses from Greater Manchester also suggested that Programme Entry 
status should represent a presumption that funding would be made available, unless there 
were serious cost escalations.160 The Minister suggested, however, that it was design 
changes instigated by local authorities which led to many of the cost increases, and that the 
Department had decided to make local authorities more responsible for meeting increases 
in costs from their own budgets.161 

91. The Local Government Technical Advisers Group indicated that there is a tendency by 
local authorities to submit a Major Scheme Business Case as soon as possible in order to 
secure funds, and that this means authorities submit schemes at a preliminary design stage 
when final costs of the scheme are uncertain. This has impacts later in the process when the 
Department expects the authority to meet cost increases.162 The appraisal process and 
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funding system need to be looked at holistically in order that these pressures are resolved 
properly and not just moved to other stages within the process.  

92. The Department for Transport needs to ensure that investment is allocated where it 
can have the most impact and with as much certainty of successful delivery as possible. 
In addition, any local authority developing a transport schemes has, for its own 
purposes, to assess it against various planning criteria to ensure that the scheme design 
is optimal and value for money. It is important that this is a rigorous process. 
Nevertheless, the existing bidding and appraisal processes place a tremendous financial 
burden and risk on local authorities. The process of bidding should not eat into the 
transport budget to the extent that the funds available for actual delivery are 
substantially reduced. The Department itself adds to costs when it prolongs the 
decision-making process and asks for increasingly detailed information to be provided. 
The Department should make a commitment to streamline the process and move more 
quickly with its appraisal and decision making. It should set a target to reduce the 
current time taken by at least 25% in most cases. It must have the necessary expertise 
available, and must be clear about the information needed early in the process. At 
‘programme entry’ stage the Department should take a greater share of local 
authorities’ scheme development costs. It should stop trying to micro-manage the 
process. 

Aborted bids 

93. We had evidence of an unknown—but large—amount of money being wasted by local 
authorities preparing bids for schemes which never receive full Departmental approval and 
which are therefore never implemented. These are known as ‘aborted bids’. Of 38 scheme 
bids received by the Department between July 2005 and June 2006, initial approval has 
been granted to 15 schemes; 13 are still under consideration with outstanding issues to 
resolve; six are unlikely to be funded within the next 10 years; and four are expected to be 
funded but significantly later than the promoters’ preferred timetables.163 

94. We were told by the Department that the amount spent annually on scheme 
preparation was not known because it “does not routinely collect information from 
authorities on how much they spend on the preparation of schemes or bids, and is not 
necessarily aware of all such proposals”. Further, since the scale of preparation costs varies 
significantly both by the type of scheme and by how far preparation has been taken 
forward before a scheme is rejected, they were unable to attempt an overall estimate”.164 

95. Examples of the level of resources that have been invested in the preparation of 
schemes which have not received funding from the Department are given in the table 
below. In those cases where figures have been provided, between five and fifteen per cent of 
total scheme costs are spent without the proposal receiving any guarantee of funding. 
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Table 4: Examples of expenditure on preparation of schemes which have not (yet) received approval  

Project Expenditure to date % of 
total 
scheme 
cost 

Merseytram three line tram 
network 

Total spend on Merseytram between 2001–02 and 
2005–06 was £68.3 million. Total costs of the scheme 
expected to be £900 million. 

7.5 

South Hampshire tram 
scheme 

Spent slightly over £10 million developing the scheme, 
which required a total DfT contribution of £170 
million. 

5.8 

Leeds/Salford/Manchester 
busway scheme 

Secured provisional approval in December 2000 but still 
no conditional funding approval. It has so far cost 
GMPTE £4.3 million, for a scheme that has a capital 
value of about £45 million. 

9.5 

Hastings link road For a £50 million project the Council will spend £6–£7 
million “without any expectation that when we submit 
that scheme it will be finally approved.” 

14 

New bridge crossing of the 
River Wear, Sunderland 

The scheme is estimated at around £67 million and has 
incurred costs and development costs to date in the 
order of £2 million. 

– 

Sunderland scheme Scheme is in the order of £13 million and the 
development costs to date are of the order of 
£850,000. 

6.5 

Kingskerswell Bypass Major 
Scheme Business Case (likely 
to be submitted September 
2006).  

Since 1996 Devon County Council and Torbay Council 
have jointly spent £1.323 million. During 2005/06 
£191,000 was spent on scheme preparation, and during 
the current financial year a further £250,000 is planned 
to be spent. 

– 

Exeter PUA Infrastructure and 
East of Exeter Phase 2 
Improvements.  

The schemes are at a relatively early stage of their 
preparation but £40,000 was spent during 2005–6 on 
initial option assessment and design. The SW Region 
has concluded that there is a strong case for their 
inclusion in the Regional Funding Allocation. 

– 

Sources: Ev 25, 96; Qq 15, 76, 168, 169, 242, 243 

96. We were told by some witnesses that the design and preparation work carried out on 
aborted bids can be valuable to the authority and re-used at a later date.165 Although there 
is undoubtedly some value in any preparation of this type, it seems to us that the 
advantages are not proportionate to the significant costs incurred if the scheme has to be 
postponed for an unknown and significant period after which time the project will require 
updating and re-working. As Mr Bob Wilkins, Director of Transport and Environment at 
East Sussex County Council, told us: “Whilst we would accept that […] you can sometimes 
get benefits out of the aborted work, in reality you end up a few years later having to almost 
start the whole process again.”166 

 
165 Qq 168, 169, 243 

166 Q243 



34  

 

97. The fact that it can cost between five and fifteen per cent of total scheme costs just to 
get a scheme to a stage where appraisal can take place seems both risky and wasteful. 
We recommend that the National Audit Office investigate the value for money offered 
by the appraisal process, including the costs of preparing aborted bids. 

98. Rejected bids are likely to increase in number. In the Department’s guidance on 
preparing the second Local Transport Plans, it advised authorities that the competition for 
funding would be stiff and that evidence of value for money would become increasingly 
important as “the Department is likely to receive many more major scheme proposals than 
it can support” for LTP2.167 Indeed, another guidance document from the Department 
states that authorities are encouraged to develop their second round LTP targets “on the 
assumption that there are no new majors [funded by the Department]”.168 The Department 
lists four main reasons for this: increased capacity within authorities to develop major 
schemes on their own; increased impetus for strategic planning as a result of recent White 
Papers and the Multi Modal Studies programme; new proposals generated by the 
Sustainable Communities Plan; and slow delivery in the first Local Transport Plan period 
meaning many major schemes are due to start construction in the next few years. The fact 
that more major schemes are being put forward as a result of strategic plans announced by 
the Department puts an onus on it to ensure funding is available. 

99. It is unacceptable that the Department for Transport has indicated that there will be 
no new central funding for major transport schemes between 2006 and 2011. This will 
represent a significant set back in the implementation of major schemes needed to 
transform the UK’s transport networks. Having set the scene for more transport 
schemes to be initiated, the Department for Transport should make the case more 
strongly with the Treasury that improved local transport requires proper investment. 

Communication about Major Schemes 

100. We heard several suggestions about how to reduce the money wasted preparing 
‘aborted’ bids. Some witnesses suggested that authorities might be better able to calculate 
their chances of success if there was a clearer indication of the total budget available and 
closer liaison between the Department officials and scheme promoters. Mott Macdonald 
stated: 

the Major Scheme bidding process has been hampered by a lack of transparency (the 
scale of available funding or the number of expected submissions from year to year 
has not been clear), consequently there is a tendency to under-estimate costs and 
risks in order to gain scheme acceptance, and carry out abortive work on scheme 
business cases that are subsequently not authorised.169 

101. Greater Manchester Passenger Transport Executive suggested better partnership 
working between the Department and local authorities once major scheme bids have 
secured Programme Entry status. It indicated that one option might be “for DfT to have 
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individual officers nominated as project sponsors for specific schemes.”170 A partnership 
approach between the Department and local authorities may help remove some of the 
mystery surrounding rejected bids, which have been a cause of major disappointment for 
some authorities. Several authorities could not understand why schemes which in their 
view met the Department’s value for money criteria and reflected the priorities of the 
Government’ transport strategy had failed to achieve Full Approval. One example was 
Hampshire County Council’s light rail scheme. Ms Quant gave evidence that the Council 
did not understand why its proposal had been rejected: “We have yet to have an answer 
from the Government as to what is wrong with our scheme [...] We have yet to understand 
what ‘affordable’ means […] We are left not knowing […] what would be the right scheme 
to submit in order to get funding approved.”171 

102. This situation is unsatisfactory. The Department told us that in 2004 it published 
details of how it assesses the value for money of schemes, specifically in order to allow 
promoters to make a considered judgement of the prospects of success at an early stage.172 
Nevertheless, the evidence we received indicated that authorities remain unclear why 
schemes have been rejected.  

103. Disappointment over the Department’s decision to revoke funding for some Major 
Schemes has raised the profile of the relationship between the Department and local 
authorities in the context of projects such as light rail. There was severe criticism of the 
Department’s decision to reject schemes which local authorities had judged to comply 
with national transport strategy and priorities, and present good value for money. The 
Department for Transport claims to have made clear the value for money criteria; but 
local authorities indicated this was not the case: they still did not know why light rail 
schemes were rejected, they did not know what they were aiming for, or what would 
have allowed them to be approved. Our predecessor Committee identified in its report 
on Light Rail and Modern Trams that the Department’s delays and changes of policy 
added significantly to scheme costs.173 The Department must ensure that councils get 
the right advice at the right time to enable sensible decisions on whether to continue 
with a bid. The Department should publish clear information about the budgets 
available for Major Schemes in order that local authorities have a better idea of their 
chances of success. 

Regional strategies 

104. There was a suggestion from some witnesses that the new regional transport strategies 
and regional funding allocations would help guide applications for Major Schemes and 
thereby remove some of the uncertainty associated with the bidding process.174 The 
Department has stated that the regional context will provide a more strategic approach and 
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reduce resources currently wasted in bidding.175 To date, however, there remains a fair 
amount of confusion about exactly how these systems will interact. AGMAPTA identified 
the complexities: 

Whilst the Regional Funding Allocation exercise has been helpful in providing an 
identified level of likely resources available to a region, we remain concerned that the 
NWRA [North West Regional Allocation] is not able to effectively reflect the 
economic importance of the [...] city regions [...] We also note that this process 
carries no guarantee of funding, since Government still issues the final approvals. 
Moreover, we would suggest that there is a spatial mis-match between local transport 
planning at the sub-regional level and spending prioritisation at the regional level.176 

105. While there exists confusion about the extent to which regional guidance will 
influence Department for Transport decisions on Major Schemes, local authorities are 
likely to continue to submit bids for those schemes they judge to be locally most 
important.177 The Department needs to clarify exactly what role the regional transport 
strategies and Regional Funding Allocations will play in its choice of Major Scheme 
approval. There must be transparency in how these different layers of decision-making 
and prioritisation interact. 

Private Finance Initiative 

106. We were told by local government project delivery specialists, 4ps, that private finance 
initiative (PFI) is playing an important role in the delivery of the Government’s investment 
plans for public services. PFI is one form of public private partnership. In a PFI transaction, 
a private sector provider is given responsibility for designing, building, financing and 
operating assets which deliver a public service, which the local authority then buys. The 
overriding objective of the PFI is to create a structure in which value for money is 
optimised over the long-term.178 

107. Local authorities are eligible to seek central government support (‘PFI Credits’) 
towards the costs of PFI projects. The total PFI funding available to local authorities for 
local transport schemes over the three year period commencing 1 April 2005 is £2.36 
billion. In addition, there remained some PFI funding unallocated from earlier years’ 
spending review allocations. To date, PFI has been used by the transport sector to deliver: 
the Nottingham light rail scheme; Doncaster transport interchange; highways management 
in Portsmouth; a handful of road schemes;179 and several street lighting projects.180 There 
are other schemes in procurement. 

108. 4ps identified some of the advantages of using PFI for transport schemes. It stated: 
“Properly implemented, PFI helps to ensure that desired service standards are maintained, 
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that new services start on time and facilities are completed on budget, and that the assets 
built are of sufficient quality to remain of high standard throughout their life.”181 
Experience suggests that the PFI is most appropriate where there are major and complex 
capital projects with significant ongoing maintenance requirements. 

109. Despite these supposed advantages, however, there has been less uptake of PFI credits 
for transport schemes than was expected. The Nottingham Express Transit Line One 
scheme is the only major local authority public transport scheme to have been procured 
and delivered through the PFI. In the financial year 2004–05 PFI credits accounted for 
£121 million of Department for Transport’s local transport capital expenditure, out of a 
total allocation of £1.429 billion.182 By 5 June 2006, there remained £2.243 billion of PFI 
funding available for local transport unallocated by the Department.183 Some of this 
amount had been committed in principle, but even excluding those ‘committed’ 
allocations, some £700 million of the Spending Review 2004 PFI transport funding was 
unallocated. 4ps urged that new transport projects be brought forward to make full use of 
the allocation as part of the Spending Review 2007.184 4ps also suggested that authorities 
include in their Local Transport Plans bids for PFI funding for highways management and 
street lighting schemes. We believe that the lack of enthusiasm shown by local authorities 
for pursuing PFI funding for transport schemes casts doubt on the applicability or 
incentives for this type of funding for transport. 

110. Although the Department for Transport has promoted PFI as an option for 
funding major transport schemes it is notable that relatively few transport PFI 
proposals have been submitted. If the Department is serious about PFI, it should 
investigate what it needs to do to enable more authorities to benefit from this funding. 
If PFI is not appropriate to transport, the Department should consider making this 
funding available through other procurement forms. Given the lack of capital funding 
expected to be available for Major Schemes through LTP2, this option needs to be 
explored. 

Transport Innovation Fund 

111. In the July 2004 White Paper, The Future of Transport, the Secretary of State 
announced the creation of a Transport Innovation Fund. In Guidance issued in January 
2006, the Department clarified that the Transport Innovation Fund would be made 
available for:  

• packages aimed at tackling congestion through demand management and better public 
transport ("congestion schemes") and  

• schemes which meet productivity objectives ("productivity schemes"). 
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The Department stated that for both categories it would give priority to proposals which 
are most effective in securing a financial contribution from significant beneficiaries (such 
as business and users).185 

112. From the evidence we received it seems that local authorities largely welcomed the 
advent of the Transport Innovation Fund, mainly for an injection of significant levels of 
capital funding into the transport sector.186 The Fund, which will first become available 
from 2008–09 is forecast to grow from £290 million to over £2 billion by 2014–15. The 
table below shows the indicative allocations. Mr Nick Vaughan, Greater Manchester 
Passenger Transport Executive, told us that the Transport Innovation Fund is: 

[…] an opportunity to secure levels of investment that we clearly need in our major 
city regions and I think the levels of investment that are needed in our city regions 
far exceed the available resources through local transport planning funding 
allocations at the moment so we would certainly welcome that opportunity to secure 
additional resources.187 

Table 5: Capital funding available through Transport Innovation Fund, Local Transport Plan, and 
Regional Funding Allocations 

 2008–09 2009–10 2010–11 2011–12 2012–13 2013–14 2014–15

TIF  
£millions 

290 600 930 1300 1680 2100 2550 

LTP 
£millions 

547 574 603 – – – – 

RFA 
£millions 

752 767 783 799 815 830 847 

Sources: DfT Final Financial Planning Guidelines for Local Transport Plans (December 2005) this is the finalised 
planning guidelines for the Integrated Transport block for 2007/08 to 2010/11 and HM Treasury (2005) Regional 
funding allocations: Guidance on preparing advice 

113. Nonetheless there are concerns raised by the introduction of a new funding 
framework which bypasses the strategies set out in the Local Transport Plan and Regional 
Funding Priorities, and which at its pinnacle dwarfs the funding available through the LTP 
process. The Regional Funding Allocations (RFA) are expected to reach £850 million in 
2014–15 compared to a Transport Innovation Fund budget of £2.550 billion. The 
Transport Innovation Fund will be by far the largest source of transport funding available 
within a decade. This has raised concerns. Academics have suggested that the Transport 
Innovation Fund will undermine the local transport framework, and the transport 
planning system more widely.188 Peter Headicar, of Oxford Brookes University, argued that 
the Department had worked hard to improve the transport planning framework since 
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2000,189 and that this could be at risk from the introduction of a new bidding system which 
sits outside that framework. 

114. The Fund sets aside a significant scale of capital resources for just two of the many 
priorities within transport: productivity and congestion. It has been suggested that this is 
another form of central Government micromanagement of local transport planning. As 
Mr Travers told us: “The Transport Innovation Fund is, without doubt, a nationally 
originated pot of resource, which inevitably carries national expectations with it.”190 The 
former head of the Treasury’s transport team indicated that there were significant strings 
attached to the Fund—namely that to secure funding, authorities must pursue these 
national objectives. He stated: “A transport funding strategy beyond the end of the decade 
is thus either all about showing best returns against those national objectives or about 
living within the RFA.”191 In addition, there were concerns that the Transport Innovation 
Fund adds another layer of funding onto an already complex funding picture.192 The 
Institution of Civil Engineers told us: “the array of competitive funding streams now 
available […] add to the burden, and cost, carried by local authorities, often with little 
guarantee of funding success.”193 

115. We also have concerns that the ‘productivity’ category may be open to 
misinterpretation. Some authorities have stated their aim of pursuing local regeneration 
priorities through this category.194 The guidance states that this category of funding is 
available for national, inter-regional, regional and inter-urban schemes which benefit net 
national productivity. As one commentator said: “it is not about regeneration: it is about 
adding to total GDP.”195 It is expected that projects which benefit business users, road 
hauliers and the supply side of the economy will attract funding; the aim being to remove 
transport constraints on the most productive parts of the economy. The Department will 
not be holding a formal bidding process for these schemes, but rather it will identify 
candidates from the Regional Development Agencies’ priorities.196 It remains to be seen 
whether schemes aimed at local regeneration will receive funding through this system.  

116. The Transport Innovation Fund signals a welcome injection of capital funds into 
transport: when it comes to fruition it will dwarf the Local Transport Plan budget and 
Regional Funding Allocations. However, the Fund also represents a major shift away 
from local transport planning: it is nationally administered and bypasses the strategic 
frameworks provided by Local Transport Plans and regional transport strategies. 
Because the Fund is available only for projects which meet two transport priorities 
identified by central Government, it represents a move away from local determination. 
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It is confounding that, having taken pains to establish a planning, funding and 
performance management regime through the Local Transport Plan and regional 
transport strategies, the Department should now seek to undermine this so severely 
with a separate new fund of the size and type of the Transport Innovation Fund. The 
Department should set out the rationale for introducing the Fund in such a context; 
and why the Fund’s two priorities should override the four shared transport priorities 
agreed by the Department and the Local Government Association. The Transport 
Innovation Fund is not in any way about local choice or local schemes but about central 
government transferring its risk to local councils for what are schemes of national 
importance. It is not about innovation; it is about central control. 

117. The sudden availability of the Transport Innovation Fund raises the question why 
this money could not have been made available to transport sooner, and why it is not 
being made available to deliver the transport priorities identified by the regions in 
recent advice to government, and the Major Schemes proposed through the Local 
Transport Plans. We suggest that more of this pot should be made available for local 
schemes judged to be important by local authorities. 
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4 Revenue funding for local transport 
improvements 
118. Besides capital, the other main source of Government financial support for local 
transport is through revenue support which is used to support day-to-day expenditure. 
Local authorities have almost complete discretion about how much of the revenue support 
budget they spend on transport, and how much is spent on other services. In 2003–04 net 
revenue expenditure by local authorities on transport planning, policy and strategy, 
construction, highways and roads maintenance, traffic management and road safety, 
parking services, public transport, airport, harbours and toll facilities totalled £2.5 billion.197 

Capital-rich, revenue-poor 

119. The Department for Transport told us that local authorities had received a 37% real-
terms increase in revenue support over the last ten years.198 But this increase has not kept 
pace with the increase in capital funding for transport and there is reportedly a large gap 
between the level of capital funding available and the revenue available; often described as 
the ‘capital rich, revenue poor’ problem. It is the fact that local authorities have access to 
capital funding but not the revenue funding to support this expenditure that is causing 
some of the most serious difficulties for local transport departments.199 The research by 
Atkins found that a lack of revenue funding was a key barrier to the implementation and 
maintenance of transport schemes.200 Significantly, we heard that some local authorities are 
seeking ways to use capital funds to cover revenue activities in order to overcome the 
difficulties posed.201  

120. Because revenue and capital funding are not closely linked in the current system, and 
because there has been a shortage of revenue compared to capital, several witnesses stated 
that it is easier to build new infrastructure than it is to maintain existing services and assets. 
Witnesses from Greater Manchester told us that implementation of schemes had meant a 
growing burden of revenue demands which were not properly linked in the financial 
system.202 This sets up long-term transport problems. The Institution of Civil Engineers 
and Sustrans stated that local authorities are already struggling to undertake urgent 
maintenance.203 In addition, scarcity of revenue not only harms maintenance of schemes 
but also deters implementation of capital schemes now to reduce the burden of future 
maintenance.204 Indeed, Ms Quant, of Hampshire County Council, gave one such example: 
“my treasurer has said that he can save a million pounds off our revenue budget next year if 
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we reduce our transport capital spend by five million. That is what he has 
recommended.”205 

121. Revenue is also a critical part of funding transport services to promote social 
inclusion. Bus services and community transport have been affected by the shortages.206 
Although public transport infrastructure such as bus lanes, bus stops and interchanges are 
funded from the Local Transport Plan capital budget, the actual services themselves must 
be paid for from local authority revenue budgets. As Dr Ian Harrison, Deputy Director of 
Environment, Economy and Culture at Devon County Council, told us: “local authorities 
may have the capital spending power to put in bus priority measures through the Local 
Transport Plan, but have not necessarily got the revenue power to sustain bus services that 
are needed, that are socially necessary.”207 The Local Government Association reported that 
the cost of funding subsidised bus services to meet social inclusion objectives has increased 
each year at a rate considerably higher than retail inflation.208  

122. It is a matter of serious concern that a shortage of revenue funding is harming the 
delivery of local transport improvement schemes. The fact that council treasurers have 
resorted to reducing capital expenditure in order to ease pressure on the revenue 
budgets is indicative of a serious imbalance between capital and revenue funds. The 
Government must ensure that there is a proper balance between capital and revenue 
funding in future years, if necessary by switching money from one pot to the other. 

Improving the relationship between capital and revenue 

123. The distinction between revenue and capital spend is an important one for public 
expenditure, financial control, and accounting. The definitions aim to distinguish between 
current (revenue) expenditure that ought to be charged in the period in which it is 
incurred, and capital expenditure on things that will last more than a year and for which it 
is appropriate to spread financing. This links to intergenerational equity and also to the 
national fiscal ‘golden rule’ that over the economic cycle current income should cover 
current expenditure and borrowing should only be for a capital purpose.  

124. We heard that although the distinction between capital funding and revenue funding 
was deemed necessary for public accounting purposes, in reality the distinction can at 
times seem arbitrary. Mr Roy Newton, of the Association of Greater Manchester 
Authorities, gave an example of some of the difficulties that arise from the separation of 
capital and revenue budgets and their associated activities. He told us about a freight map 
produced by the Authority, initially out of capital funds. When the Authority came to 
reissue the map, its auditors advised that reprinting costs could only be met from revenue 
funds, which were not so readily available.209  
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125. The difficulties posed by the current situation were identified by South Yorkshire LTP 
Partnership, which told us: “There is a lack of connection between capital and revenue 
funding, although both are critical to the successful implementation of our transport 
strategy.”210 The view was shared by West Midlands CEPOG, which stated: 

The balance between capital and revenue funding should acknowledge the link 
between them. For example, a new Park & Ride facility might be relatively easy to 
construct but without revenue funding to support the associated bus or rail service in 
its early years, the whole package might not perform in an optimum way or might 
not be affordable. There is a case for linking specific revenue funding for an adequate 
number of years to support approved capital schemes.211 

126. The heart of the problem identified here is not the distinction between revenue and 
capital expenditure but the distinction between revenue and capital funding/support from 
central government to local government for transport initiatives. A closer relationship 
between revenue and capital funding could help local authorities make the most of their 
transport assets over the long-term. It has been suggested that whole life costing, good asset 
management and strategic transport planning is not helped by having separate capital and 
revenue funding streams. The Government should look at how best to encourage 
sustainable and better use of assets by local authorities, through the way that it provides 
capital and revenue funding.  

127. Some witnesses called for more flexibility to use transport budgets on either capital or 
revenue activity as necessary.212 Councillor David Sparks, Chairman of the Local 
Government Association Environment Board, told us:  

we would want more flexibility in relation to both capital and revenue. When we are 
talking about the separation of capital and revenue intrinsic separation is not a good 
idea. It is not a good idea because it can lead to extra capital expenditure that cannot 
be serviced because of the restrictions on revenue expenditure.213  

CIPFA, the public sector accountancy body, has suggested that capital schemes could be 
better supported through the revenue account if the full costs of depreciation and an 
interest or opportunity cost of using capital were included.214 The Minister, however, told 
us that: “There will always be divisions between capital and revenue because that is the way 
public sector finance works, but the way the two are balanced is a significant issue”.215 

128. The Department should consider how better integration of capital and revenue 
streams would strengthen transport asset management. We support the efforts of some 
authorities to include asset management programmes within their Local Transport 
Plans. The Government should look at how best to encourage sustainable and better 
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use of assets by local authorities, through the way that it provides capital and revenue 
funding. More flexibility between the two should be considered. Capital grants give 
certainty of funding but less flexibility and work against consideration of whole-life 
costing over time that would be better served by the application of depreciation and 
cost of capital funding.  

Smarter Choices 

129. The Department has argued that ‘Smarter Choice’ initiatives could make a significant 
contribution towards tackling congestion, greenhouse gas emissions and local air 
pollution, and promoting more active travel.216 Smarter Choice measures include 
workplace and school travel plans, cycle training, promotional activities, individualised 
marketing, networks of green lanes and quiet lanes, and maintenance of cycle lanes, 
bridleways and footpaths.217 The measures are staff-intensive and therefore usually require 
significant revenue funding. The shortage of revenue funding is limiting implementation of 
Smarter Choice measures.218 The Passenger Transport Executives’ Group argued that the 
LTP funding process and the major scheme appraisal process currently do not promote an 
integrated approach to engineering and Smarter Choice measures, because of the 
separation of capital and revenue budgets. It suggested that an integrated approach to 
funding both these type of measures would lead to better value for money. 219 

130. We heard that there is confusion about whether packages of these measures can be 
funded through the Local Transport Plan capital allocation, or whether funding must come 
through general revenue support. Devon County Council told us: “We would welcome an 
explicit recognition that supporting travel planning which complements investment in 
infrastructure is a legitimate use of local transport capital.”220 Witnesses from Greater 
Manchester agreed and recommended that the Department “clarify the guidance on the 
extent to which LTP resources can be utilised for “Smarter Choices” initiatives over the 
lifetime of LTP2”.221 In response to our questioning, the Department for Transport told us: 

Decisions on exactly which expenditure should be classified as capital are ultimately 
matters for local authorities and their auditors. Some travel planning, promotional 
activity and publicity can be classified as capital expenditure. Local authorities 
collectively declare that about £7 million per year of the capital integrated transport 
block has been spent on travel plans.222 

131. There is clearly confusion among local authorities about the extent to which they 
are permitted to use capital funding to support ‘Smarter Choices’ measures which are 
intended to complement investment in transport infrastructure. The Department’s 
response, that decisions about the purposes for which capital allocations may be used 
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are ‘ultimately matters for local authorities and their auditors’ is unhelpful. We 
recommend that the Department issue, as a matter of some urgency, detailed guidance 
on the circumstances in which capital funding may be used to support these measures, 
with a view to increasing their impact. 

Revenue to repay capital borrowing 

132. A local authority’s ability to borrow capital to invest in transport improvements is 
affected by the availability of revenue to meet the associated interest payments and 
minimum revenue provision.223 We heard that the paucity of revenue funding had directly 
impacted the capacity of some local authorities to deliver the proposals set out in their 
Local Transport Plan. This is because the Department has, until recently, made capital 
funding available through supported borrowing allocations. The County Councils 
Network, and others, identified this as a particular problem for those local authorities that 
received only a minimum increase in revenue grant from one year to the next, the ‘floor 
authorities’.224 The Network stated: 

Counties will not be able to take up the full […] ‘supported’ borrowing allocations 
which government award in favour of approved Local Transport Plan schemes. In 
practice there will be no (or virtually no) grant to cover new borrowings […] this is 
bound to reduce actual Local Transport Plan investment in practice (as councils seek 
to limit council tax pressure).225 

133. The Minister told us that the Department for Transport was attempting to resolve this 
difficulty by “[improving] the balance between giving people the right to borrow money 
and just straight cash”.226 He suggested that the decision to provide 100% grant funding of 
Major Schemes from next year, rather than the right to borrow, would ease the problem.227 
Local authorities agreed that this would help.228 

134. In 2004 credit approvals were superseded by the prudential borrowing system.229 This 
offers authorities new freedoms to borrow for capital investment without having to seek 
permission from Government, subject to this being prudent and affordable. Borrowing is 
secured on the entirety of the authority’s income flows—local authority assets cannot be 
mortgaged. Some local authorities are using self-financed borrowing to supplement the 
supported borrowing for transport capital provided by the Government.230 But a shortage 
of revenue similarly limits a council’s ability to maximise the use of this new power. As 
Councillor Tony Page, representing the Local Government Association, told us: 
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We have a capricious capping regime [...] and that does present major problems to 
local authorities, particularly on the revenue side of our activities, and even if there is 
a will to spend extra revenue [...] using fully our prudential powers, we may well find 
that simply within the current capping regime that is precluded. That is a major 
problem [...]231 

In contrast, London, with its secure and buoyant supply of revenue, is able to use its 
prudential borrowing rights extensively and has done so.232  

135. We are concerned that local authorities lack the revenue funding they require to 
make full use of their prudential borrowing powers because they are unable to service 
the debt. Having made these powers available to local authorities, the Government has 
a responsibility to ensure that they work in practice. It should therefore monitor the 
uptake of prudential borrowing and give proper consideration to proposals which 
would increase local authorities’ access to increased revenue.  

Ring-fencing transport revenue budgets 

136. The shortage of revenue funding is arguably more acute because local authorities have 
almost total discretion about how to allocate the Revenue Support Grant between different 
services. Transport therefore has to compete with priorities like social services and health. 
We heard that transport does not fare well in such competitions and is rarely seen as a local 
political priority.233 As Ms Quant told us: “On social services it is more worrying if you let 
somebody die [...] than if you do not fund your transport system, so it is never going to rate 
as highly in political priorities either from central government or local government”.234 

137. One potential solution to the scarcity of revenue for transport is the opportunity to 
ring-fence revenue sums specifically for transport purposes. It is noted that much of 
Transport for London’s success can be attributed to the very sizeable and ring-fenced 
revenue grant it receives from Government strictly for transport policy.235 Support for ring-
fencing came mostly, though not exclusively, from the Passenger Transport Executives.236 
They considered that ring-fencing the revenue budget would make it easier for them to 
access the necessary level of funding from their constituent local authorities. In addition, it 
was suggested to us that revenue budgets for certain transport projects should be 
distributed through the Local Transport Plan framework, in a similar way to the capital 
allocations. Devon County Council, although against the principle of ring-fencing, stated: 
“We would strongly press for highway maintenance, road safety and public transport 
revenue funding to be allocated through the LTP system.”237 
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138. Among local authority witnesses, however, there was very little support for the 
reinstatement of ring-fencing on local authority revenue budgets. Several authorities noted 
that this could benefit the delivery of transport improvements. Nevertheless, it was thought 
to go against the move towards greater local authority flexibility.238 The Local Government 
Association was combative in its opposition to ring-fencing: “The Association has an 
agreement with Government that it will seek to reduce the number of ring-fenced grants 
used in local government funding [...] The Association would oppose any attempts to apply 
ring-fencing to revenue spending.”239 

139. There is a case for ring-fencing a specific grant to invest in transport 
improvements. Transport for London has benefited greatly from such an arrangement. 
Transport policy does not, however, operate in a policy vacuum and the momentum in 
local government is for greater local flexibility in determining funding priorities. Local 
authorities wish to be free to spend the capital and revenue they receive on policy areas 
which are judged by local politicians to be of most importance. We are reluctant 
therefore to recommend ring-fencing of transport revenue.  

140. Clearly, it would be preferable for general revenue support to be sufficient to cover all 
local authority priorities, including those such as transport, which may not be the top 
political priority. Significant increases in revenue funding are, however, most unlikely over 
the course of LTP2. As the Minister told us: “In the overall interests of managing the 
economy in a sustainable way, there are limits on what we can do in terms of providing 
revenue funding”.240 We accept that the economy must be managed prudently and that it 
may not be feasible to vastly increase revenue budgets. Another option therefore is that 
local authorities should be able to raise their own funds to pay for the revenue activities 
they judge to be necessary.241 

Local transport in the Comprehensive Performance Assessment 

141. We heard that transport might be given more political priority—and therefore 
funding—if the Audit Commission’s Comprehensive Performance Assessment (CPA) had 
more focus on transport policies and services. The research report by Atkins suggested that 
the Department “pursue this with ODPM as part of CPA 2005 placing greater emphasis on 
Shared Priorities”.242 The Minister, however, stated that this was not necessary as the Local 
Transport Plan had sufficiently raised the profile of transport.243 We agree that the 
Comprehensive Performance Assessment should not become involved in the minutiae 
of local transport decisions. However, given the tendency of local authorities to allocate 
only a small amount of the overall revenue budget to transport, we suggest that the 
successful implementation of the Local Transport Plan should be further emphasised in 
the high-level corporate component of the Comprehensive Performance Assessment. 
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Locally-raised resources 

142. There has been widespread debate about the potential of local taxes to fund transport 
infrastructure and services. Raising more funds locally would reduce the dependence of 
local authorities on central Government and allow them to borrow capital for investment 
and to deliver the Major Schemes set out in their Local Transport Plans. This could 
fundamentally alter the relationship between central and local Government. Mr Travers, 
London School of Economics, set out some of the limitations of the current financing 
system: 

public finance in Britain is so centrally controlled and therefore in transport, where 
there is a significant number of large projects, it inevitably means that all those 
decisions have to be made at the centre because that is where the money can be made 
available. Until and unless there is a capacity for local areas, be they existing 
authorities or new ones, to make decisions and raise resources locally, there is an 
inevitable consequence that all decisions, certainly over the larger projects, will fall to 
Whitehall.244 

143. Another impact of funding transport improvements using locally raised resources is 
that this should encourage authorities to take more complete local ownership of a scheme. 
This in turn is expected to improve up-front design work and the accuracy of cost 
estimates. As Mr Locke, of 4ps, told us: 

If you are having to raise the revenues locally for your particular scheme [...] and you 
do not have this ability to go back and ask for more money if the bids come in 
higher, you are forced to do much more work up-front to make sure that you have 
the costs right and that you have the revenues to support that cost [...]245 

Lyons inquiry into local government finance 

144. The Chancellor and Deputy Prime Minister commissioned Sir Michael Lyons in July 
2004 to consider the case for changes to the present system of local government funding in 
England. Both the scope and the duration of this inquiry were subsequently extended. On 5 
July 2006, Sir Michael told us that he had not yet made recommendations or come to 
conclusions on funding and taxation issues.246 Over the next few months he intends to 
examine council tax revaluation and fairness; local income tax; business rates; and other 
proposed taxes and charges including land taxes, tourist related taxes, road user charging 
and user charging for services.247  

145. Many of the local authority and other witnesses that submitted evidence hoped that 
Sir Michael’s inquiry would introduce greater powers and flexibility for local government 
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to raise resources to fund transport services and infrastructure.248 Mr Page, representing 
the Local Government Association, stated: 

We should have a system where a minority of our income comes from central 
government grants and we are raising more money locally from individuals, the 
private sector, and from regeneration, and using schemes that the Continent have 
used for many years and getting away from being the “grant junkies” that we 
currently are [...] Hopefully the Lyons Inquiry might enable a more radical 
departure.249 

The Local Government Association has called for the government to commit to reform the 
local government finance system as soon as possible. It states: “one-off solutions must be 
replaced by a longer term sustainable funding regime”.250 We look forward to the 
publication of the conclusions of the Lyons Inquiry into Local Government. We shall be 
interested to see what recommendations he makes on local authorities’ ability to raise 
funds locally to invest in transport improvements, having taken two and a half years to 
consider the issues in depth. We encourage Sir Michael to make his recommendations 
concrete and robust, and hope that having commissioned the review, the Government 
will act promptly to bring them into force. 

Local revenue streams for transport 

146. Other countries already use hypothecated local taxes to fund major transport projects. 
There are many different ways in which local authorities can raise revenue, each with 
different advantages and risks. Academics have explored the potential of a wide variety, 
including: employer/employee taxes; property-related taxes; land value taxes; development 
levies; parking charges and penalties; charges for the use of road space; local motor taxes; 
consumption taxes; and cross-utility financing.251 

147. Professor Stephen Potter, of The Open University, identified three main groups of 
local tax: beneficiary pays; polluter pays; and ‘spreading the burden’. Most of the local 
sources of revenue under consideration in our inquiry fall under the first heading: 
‘beneficiary pays’. This category would include employer, property and development type 
charges. There are three main ways of collecting ‘beneficiary’ type taxes: compulsory 
capture of value enhancement through taxes and charges; voluntary capture through 
partnership between developers, property owners and the state; and an endowment of land 
to the transport operator larger than that needed for the development, to generate 
additional revenue. 

148. The property value impact of public transport schemes can be significant. A study 
which examined how planned improvements to London’s transport infrastructure could 
be financed through property taxes considered measures such as a business rate levy, tax 
incremental financing, Business Improvement Districts, land value taxation and greenfield 
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development tax. The potential yield of these was estimated at between £10 million to £450 
million per annum.252 

Overseas examples of local revenue streams for transport 

149. Professor Potter drew attention to how other countries have adopted revenue streams 
to support capital borrowing to invest in public transport.253 Examples include: 

• France: The Versement Transport (an employer tax), introduced in 1971, played a 
major part in funding the upgrading and expansion of the Paris Metro. Rolled out 
nationwide, the tax has part-funded several new light rail and metro systems in French 
cities.  

• United States of America: Earmarked property taxes have been used to support public 
transport systems. An advanced example is the Benefit Assessment District—a property 
fee used to fund the capital investment that enhances the value of the property. An 
engineering report identifies and calculates the benefits produced. A Benefit 
Assessment District was used in San Francisco from 1962 to 1999 to raise funds for the 
Bay Area Rapid Transit system. 

• Hong Kong: Endowment funding has been used to pay for the Mass Transit Railway. 
Endowed land adjacent to stations and depots is developed and the subsequent revenue 
from their property portfolio covers 20% of operating costs and, in some cases, a 
substantial proportion of the capital cost for new metro lines. 

UK examples of local revenue streams for transport 

150. There have been some innovative examples of attempts to capture revenue funding 
for transport projects in the UK, particularly in growth areas. For example: 

• Cambridge: The ‘Area Transport Plans’ adopted in 2000 provided a means of 
calculating how individual sites should contribute towards the transport infrastructure 
required by new large-scale developments. The authority designs and costs the 
transport system necessary to support the planned development. Site developers 
contribute towards the cost of the infrastructure according to how many trips their site 
generates.254 

• Milton Keynes: There is a systematic use of developer levies through a £1,200 ‘roof tax’ 
on each new property, which is hypothecated for new infrastructure. Milton Keynes 
has also tried as far as legally possible to have an integrated Mobility Fund-type 
approach. This is a partnership between Milton Keynes Council and English 
Partnerships (who own development land in the area) and Milton Keynes Economic 
Partnership (representing business interests). The partners pool local funding sources 
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to support transport improvements. This innovative approach has faced problems 
because it has not fitted easily into the normal processes and structures.255 

• Transport Innovation Fund: could be used nationwide to help set up mechanisms to 
raise resources locally; local authority plans are still in early design stages.256  

Ensuring a reliable and secure source of funds 

151. We heard that often local sources of funds can be more erratic than national ones. 
Professor Potter identified some of the difficulties: 

there can be problems if they are linked to, say, property development or income 
from planning permission because that can vary very much over time; you can 
assume you are going to get a good income but in fact that drops away. The better 
examples that I have studied have been where there have been several sources 
arranged into a package, a bit like an insurance portfolio [...] To some extent, central 
government funding is easier and perhaps more reliable and more manageable.257 

Particular problems can arise if a scheme is expected to be funded from increases in 
property values, but the values do not increase.258 The timing of section 106 developer 
funds does not always fit easily into the transport scheme delivery programme.259 In 
addition, developer charges are by their nature concentrated in growth areas, it is therefore 
difficult to use the charges to support public transport investment across a town or city as a 
whole.260  

152. Fare income from bus, tram and local rail passengers is, of course, a key potential 
source of revenue for transport authorities. Although the Passenger Transport Executives’ 
Group made some strong arguments for the retention of fare revenue,261 it would not be 
possible for local authorities to retain bus fare revenue outside London without some form 
of re-regulation which transfers the revenue risk from operators to local authorities.262 

Business support 

153. We heard that businesses tended to support the proposals for local taxes geared 
towards local transport improvements.263 Businesses benefit from investment in public 
services and infrastructure. As Sir Michael Lyons told us:  
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Infrastructure investments are often central to enabling and supporting economic 
growth and boosting the competitiveness of businesses—a point made strongly by 
the business community [...] Businesses and their representative organisations thus 
put considerable effort into making the case for such investments, particularly in 
transport projects such as railways, trams, roads and airports. These projects are 
often recognised as being of value to both the local and national economy, but local 
councils, even where they have the support of the business community, do not have 
the necessary levers to make them a reality.264 

154. Where businesses stand to benefit, they may support additional taxation and 
charges.265 For business rate supplements to be acceptable, however, it needs to be clear to 
businesses that any funds raised are demonstrably hypothecated to promote their 
interests.266 Mr Newton of the Association of Greater Manchester Authorities stated: 
“Providing they can see a direct investment they are broadly comfortable with that, but 
there has got to be that visible introduction of transport improvements.”267 

155. It is encouraging that businesses have indicated their willingness to make a larger 
contribution to local revenue streams in order to enable local transport improvements 
to be delivered. It seems sensible to us that non-domestic tax should be determined 
locally rather than nationally. We therefore welcome the research being undertaken 
into the supplementary business rate proposals and hope that support for transport 
developments will be a key consideration. 

Use of existing powers 

156. Despite the reported appetite of local authorities for more significant revenue-raising 
powers, it is notable that most authorities have made little use of some of the powers they 
already possess. As Transport 2000 noted, local authorities have had the power to 
introduce workplace parking levies and congestion charging schemes since 2000,268 but 
almost none have done so.269  

157. One deterrent to local authorities using the existing powers is reportedly a fear that 
additional charges will harm regeneration efforts and discourage new investment from an 
area.270 As Mr Larner told us: “I think it comes back to this issue of economic regeneration 
being a very key local priority and the fear that congestion charging and workplace parking 
charging will choke off all of the good things we are trying to do to attract jobs and 
regenerate our areas.”271 Such fears have apparently also impeded the use of section 106 
developer funding.272 Furthermore, congestion charging and workplace parking levies may 
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not be suitable in all authority areas. For example, small unitary authorities may find 
charging mechanisms too expensive to establish and maintain, and other places may find 
they have no problem with congestion.273 

New revenue-raising powers 

158. A key point that Sir Michael Lyons made to us was that any additional local taxation 
should replace an element of national taxation and not simply represent higher overall 
rates of tax. What is sought is not only greater local discretion but also a transfer of control 
from central to local Government. He stated: “If I were to recommend more local taxation, 
and it is important that I put this into context, I would probably see that in the context of a 
change from national to local taxation. It is not a question of more taxation[...]”.274 

159. It would also be important to ensure that any new local taxes introduced genuinely 
affected those people who would benefit most from any improvement. We heard examples 
of some local taxes which had been introduced abroad to raise funds for transport projects 
which were disproportionately targeted at people on lower incomes.275 Care should be 
taken to ensure that any new local taxes introduced to fund transport improvements 
are not regressive. They should instead aim to secure a financial contribution from 
significant beneficiaries. 

160. It is disappointing that local authorities have not made more use of the existing 
revenue raising powers available to them—congestion charging, workplace parking 
levies and developer section 106 funding. It is not immediately clear to us why 
authorities which have chosen not to use the charging mechanisms already available 
would be happy to impose other types of local charge on the business community and 
others. Nonetheless, given the difficulties currently experienced because of the shortage 
of revenue funding, we support further consideration and local trials of measures such 
as land, employer and development tax, which would give greater powers to local 
authorities to raise revenue funds locally. The Department for Transport should work 
with local authorities in developing proposals to raise revenue locally to fund transport 
improvements. Such measures should provide sufficient revenue to support transport 
improvements which would otherwise not be possible. The ability to raise revenue 
should not be restricted to demand-management measures such as congestion 
charging, but should instead be widened to encompass all authorities and provide 
genuine freedom to fit the solution to local problems and priorities. 
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5 Transport across City-Regions  
161. As was identified in the introduction to this report, transport planning and funding is 
shaped by wider policies on public service reform and the nature of the relationship 
between central, regional and local government. The recent debates about the proposed 
‘City-Regions’ and the enhanced role of the Passenger Transport Authorities provide an 
illustration. The former Office of the Deputy Prime Minister (ODPM) defined City-
Regions as “the enlarged territories from which core urban areas draw people for work and 
services.”276 As the ODPM’s study of City-Regions concluded, districts are too small and 
regions too large to be considered ideal ‘units’ for strategic decision-making in key areas 
such as transport, economic development, planning and housing.277 Transport 
infrastructure and services tend to operate over areas larger than any one local authority 
boundary. Given this, there is clearly some potential to operate transport strategies and 
services over larger areas, and more specifically over City-Regions. 

162. City-Regions are often described as the ‘travel to work area’.278 We would urge the 
Government, and whichever agencies are involved in developing the idea of City-Regions, 
to recognise that journeys to work comprise only one-fifth of all journeys that are made.279 
Planning transport on a City-Regional basis which narrowly concentrates on journeys to 
work would potentially damage the accessibility of other journeys and the overall network. 
Transport planning for City-Regions should therefore include trips generated for 
shopping, education, health, leisure, entertainment, and business supply chains, for 
example.  

Transport for London compared to the Passenger Transport 
Authorities  

163. London is often portrayed as an example of successful regional governance. It must be 
acknowledged, however, that London has unique funding and governance structures in 
place. As Sir Michael Lyons said in his evidence: “it is the political leadership and the 
different regulatory framework in London that explains the difference in terms of the 
improvement in bus ridership in London compared with other parts of the country.”280 
London now has a directly-elected executive mayor (with responsibility for transport, 
planning and development, economic development and regeneration, culture, and the 
environment). London has a powerful transport authority—Transport for London (TfL)—
with control of London Underground, buses, taxis and private hire vehicles, major roads, 
and river services. Unlike the rest of England, TfL controls bus routes, service frequencies, 
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quality and fares, and consequently it has managed to increase bus patronage by 38% over 
five years.281 It has also been able to introduce the congestion charge. 

164. TfL has several sources of funding, including access to the fare revenue from buses. 
Unlike any local authority in England, London also receives a direct grant from the 
Government to spend exclusively on transport improvements. This reliable source has 
enabled TfL to make extensive use of its prudential borrowing rights. As a result, the 
authority has access to significant funding: its five year investment programme amounts to 
£10 billion. Local transport improvements undertaken by London boroughs are funded 
from a (mainly) capital budget which has grown by over 60% since 2001 and now regularly 
exceeds £150 million per year.282  

165. In comparison to TfL, the Passenger Transport Authorities (PTAs) and their delivery 
agents, the Passenger Transport Executives have much diminished powers over transport. 
The Passenger Transport Authorities must apply to central Government for funding for 
Major Schemes such as light rail projects; they do not have direct control of bus and rail 
services, although they can offer subsidies to secure particular services; and they do not 
have control of highways or taxi licensing, as this rests with the district councils.  

166. The Passenger Transport Authorities and Executives gave many examples of how they 
are currently restricted in what they can achieve within the current structure of governance 
and funding. They pointed in particular to the lack of control over rail networks, bus 
services, and highways powers such as bus priority lanes; dependence on central 
Government decisions on funding for major projects such as light rail; and lack of direct 
funding. As the Passenger Transport Executives’ Group put it: “The implementation of 
LTP1 tram schemes in Leeds, Greater Manchester and Merseyside have all been adversely 
affected by the varying views taken by Government. This has led to delay, major spending 
ahead of commitment and poor value for money [...]”283 

167. Several witnesses identified the problems that arise because PTAs have little influence 
over rail networks.284 The Passenger Transport Executives’ Group stated: “The 
development of a typical bus/rail interchange on Network Rail land can take years—a 
bus/rail interchange in Leeds took eight years to develop, but only eight months to 
build.”285 Merseytravel gave a further example of a scheme to improve freight access to the 
Port of Liverpool which is relying on “a funding cocktail” that “adds to the complexity and 
extends the timescales”.286 The lack of direct control over these transport policies results in 
extensive and therefore expensive liaison with local authorities, central government and 
other partners.287 It is clear that the current structures are hindering metropolitan areas 
outside London in their efforts to improve local transport.  
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Strengthening Passenger Transport Authorities 

168. The Local Government Association commissioned a study to examine ways in which 
the governance and funding of transport could be reformed in the context of debates about 
the future of local government, transport, City-Regions and funding.288 The Report 
recommended that some of the successful aspects of Transport for London should be 
transferred to other cities and that this might best be achieved through strengthening the 
PTAs in metropolitan areas.”289 There could be significant advantages to giving increased 
powers to PTAs in order that they could better control transport improvements in their 
areas. For example, the new Authorities might be able to introduce bus franchising, and 
take greater control over local urban rail networks. They might also be given powers such 
as the ability to set a council tax precept, and control over economic development and 
transport-related planning.  

169. Any such transfer of powers would, however, require a parallel increase in the degree 
of accountability required of PTAs. It must be evident that the PTAs have the capability to 
deliver improvements and that the decisions taken by PTAs are in the interests of the 
community. It has been suggested that the legitimacy and authority of PTAs could be 
strengthened by having the most senior members of a council appointed to the PTA, or a 
board consisting of district leaders—following a similar model to that of the Transport for 
London board.290  

Responses to City-Regions model 

170. The evidence we received during the course of our inquiry indicated a mixed 
reception to the idea of City-Regions. Some witnesses thought that the idea was not 
particularly radical since City-Regions would merely formalise what already happens in 
decision-making within the context of Regional Spatial Strategies, Regional Funding 
Allocations and through the Government Offices for the Regions.291 Some local authorities 
argued that the City-Region model should apply not only to metropolitan areas, but also to 
county council areas. Mr Page, of the LGA, identified potential advantages: 

The way of overcoming the present ridiculous local authority boundaries that we 
have which militate against effective transport planning would be to create a wider 
PTA-equivalent area, and that could be created in shire counties as well as city 
regions. That would require authorities to cede power up to a higher level. Personally 
I do not have a problem with that.292 

 
288 The remit of the study was: “explicitly to build upon existing institutions and mechanisms with a view to allowing 
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171. It was the PTEs, however, that seemed most strongly in favour of developing the City-
Region model. For example, Mr Tom Magrath, of West Midlands Passenger Transport 
Executive, Centro, told us: “We are looking at a City-Region and the possibility of a 
transport authority representing that might be one of the outcomes of that, but this is all 
thought and work in progress at the moment”.293 Mr Scales, of Merseytravel, pointed to the 
success of Transport for London and suggested that City-Regions would help the PTEs 
achieve something similar.294 

172. Many local authorities, however, were cautious about welcoming the City-Region 
model. There was a general willingness to work together to achieve outcomes that 
benefited the City-Region, but there was less support for the notion of new tiers of 
government. Mr Newton, of the Association of Greater Manchester Authorities told us 
that he would like to see a ‘federalist approach’ “where the authorities work together but 
with more devolved powers in order to enable them to implement particularly transport 
improvements”.295 The complexity of the existing clutter of structures within the Northern 
Way ‘super region’ was identified and the difficulties of adding another tier of institutions 
were noted.296 

173. Many of the local authorities that gave evidence were averse to the notion of 
relinquishing any of their powers to other organisations and particularly those that are not 
directly-elected.297 As Ms Quant, of Hampshire County Council, said: “[…] only 
accountable authorities should have spending abilities and powers and if there is to be a 
City-Region there needs to be a form of local government that matches it”.298 This view was 
endorsed by Councillor Sparks, of the LGA: 

The Local Government Association […] would genuinely be interested in looking at 
any mechanism that encouraged the development of transport in our local areas but 
it […] would have to include local democracy. It would have to involve local 
councils. We would not be in favour of […] unelected bodies taking powers away 
from local government.299 

The report commissioned by LGA suggested that the reluctance of metropolitan districts to 
hand over their powers could be overcome by giving local authorities a power of veto.300 

Voluntary collaboration 

174. Local authorities preferred to see a federalist approach of local authorities working 
together, rather than a formal introduction of a new structure of government. Indeed, the 
academics that have advanced the potential benefits of City-Regions are also disinclined to 
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recommend a national reorganisation of local government.301 Sir Michael Lyons pointed to 
the disadvantages of formal restructuring: 

All of my experience tells me that reorganisation is a pretty wasteful exercise. It is not 
to say that you might not feel that sometimes you need to embark upon it, but if it 
can be avoided so much the better. I come down very strongly […] in favour of 
encouraging people to do things voluntarily by working together where they need to 
go outside their boundaries.302 

Later in his evidence he warned against adopting another tier of elected government: “I am 
a bit wary about the idea of introducing new electoral arrangements for City-Regions, 
especially whilst we have such a woolly idea of what a City-Region is.”303  

175. Although a collaborative approach was favoured by local authorities, there is little 
indication that voluntary arrangements of this sort will be effective. On the contrary, the 
Atkins review of Local Transport Plan delivery found that metropolitan areas with joint 
plans have struggled to deliver the improvements required because of: “Difficulties in 
delivering large complex programmes across a number of metropolitan highway 
authorities, sometimes with differing political control, and the need to co-ordinate 
activities with Passenger Transport Executives.”304 We are therefore doubtful that 
collaborative arrangements, without specific sources of funding and direct planning and 
regulatory powers, will achieve the necessary results.  

176. Whether a voluntary or a mandatory approach to City-Regions is adopted, care must 
be taken to ensure that the transport needs of smaller towns and more mixed areas are not 
neglected in the rush to prioritise the economic importance of cities. The Minister 
reassured us that the Department for Transport would be alive to these dangers: “If those 
sorts of pressures become an issue, clearly that is something that we shall have to look at 
and we shall have to adapt the way we distribute our money and the way our formulas 
work to take appropriate cognisance of it.”305 

177. If Passenger Transport Authorities are to be capable of making significant 
improvements to transport services in major metropolitan areas, they will require 
enhanced powers over the transport system. Such powers must be accompanied by 
increased levels of accountability. We recommend that the Government explore the 
possibility of giving Passenger Transport Authorities such extended powers, funding 
and democratic accountability. In the interests of moving forward the debate, we 
recommend that one or two pilots of strengthened Passenger Transport Authorities are 
trialled over a City-Regional scale.  
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178. We welcome the Minister’s acknowledgement that if City-Regions are adopted, 
attention must be given to monitoring resources available to towns and mixed areas to 
ensure the transport needs of these areas are not neglected. 
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6 Conclusion 
179. Local transport infrastructure and services have certainly benefited from the 
introduction of the Local Transport Plan framework: the high profile strategic planning 
this has promoted and the injection of increased levels of capital funding. Nevertheless, 
there remain barriers to the delivery of the radical improvements in local transport that are 
needed.  

180. Our inquiry identified a particular tension between central and local government. 
The Department for Transport currently looks to local authorities to implement local 
transport improvements. But this is not a ‘hands off’ approach. The Department sets 
national priorities and the Government reviews and scores local transport plans against 
these. The Department then awards capital funding for the ‘integrated transport block’ 
according to performance, primarily against the national objectives. It also determines 
which major transport schemes, proposed by local authorities, will be funded by central 
government. In the near future, in order to qualify for the large-scale funding of the 
Transport Innovation Fund, it will be necessary to fulfil an even narrower set of 
nationally-determined aims. Under such a system, it might be argued that little about 
the local transport plan framework is truly local.  

181. It is possible to envisage a different system which would accord more control to local 
authorities. Under this alternative framework, local authorities would be free to determine 
local transport priorities and the schemes which would need to be implemented to meet 
these. To enable genuine local determination about the scale and nature of improvements 
required, it might also be expected that this framework would be funded by locally-raised 
resources. Locally-raised funding would, however, require greater resolve on the part of 
local politicians. The fact that the powers to raise funds locally for transport through 
congestion charging and workplace parking levies have not been utilised by any local 
authorities outside London, indicates a lack of political will to pursue difficult schemes at 
the local level, even if an improved transport system would be the outcome. A move to 
locally-raised resources would need to be part of a transition from national to local 
taxation, and should not simply be an increase in overall taxation. 

182. The difficulties created by the current dynamic between central and local 
government are manifold. It can be seen in the limitations of the Passenger Transport 
Authorities and the number of major schemes which are never built and the services 
never run. The existing situation appears to have limited the ambitions of local 
government—considering the significant levels of investment and the planning efforts 
that have been applied, the scale of local transport improvements actually implemented 
since 2000 is somewhat disappointing. There has been a regrettable failure to achieve the 
aspirations of the transport White Papers. Some local authorities have made some ‘easy 
wins’, but it is sensible to acknowledge that a lack of clarity on the part of Government has 
contributed to poor performance against targets such as public transport use, cycling levels, 
local road congestion, climate change and air quality. In the interests of an efficient and 
integrated transport system, this impasse must be overcome. The Department for 
Transport is failing to give clear and coherent signals to local authorities about how 
they should be expected to deliver radical improvements within the existing system. 
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183. The structure of local government is under review and the conclusions of the local 
government White Paper, expected this autumn, may substantially influence what 
powers and funding local authorities have available to improve transport. It is vitally 
important that any changes must take into account the needs of transport authorities. 
While transport schemes are funded centrally it is reasonable to assume that the 
government would look to ensure cost-effectiveness of proposals, and therefore a bidding, 
appraisal and performance management framework would continue be necessary. But 
even under the existing local-central framework, there are improvements which could 
be made. Too much waste of resources results from the way the Department for 
Transport interacts with local authorities. This could be reduced through streamlining 
the appraisal and bidding processes and the performance monitoring requirements of 
the Local Transport Plan framework. Closer collaboration between transport 
professionals at central and local level is needed, in order to clear obstacles to schemes, 
and smooth their implementation. Equally, local authorities must be bolder in 
prioritising and addressing local problems. The Government should also tackle the 
‘capital-rich, revenue-poor’ problem facing councils. Whilst the increase in capital 
funding is both welcome and much needed, it is of little benefit if revenue funding is so 
inadequate that schemes cannot be maintained once built, or if services cannot be 
funded to run along new infrastructure. A better funding balance should be achieved. 
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List of recommendations 

Preparation of Local Transport Plans 

1. We support the introduction of the Local Transport Plan framework. Preparation of 
the Plans requires considerable investment, but this is a necessary investment and 
should be seen as fulfilling a core responsibility of local government. For most local 
authorities the cost is not excessive and similar work would have to be carried out 
under any framework.  (Paragraph 11) 

2. The ‘freedom’ for ‘excellent’ rated councils from the requirement to produce Local 
Transport Plans or Annual Progress Reports is anomalous. It could undermine 
strategic transport planning and the transparency of councils. The fact that no local 
authorities have chosen to exercise this right shows that it is otiose and indicates that 
these documents and the processes that must be undertaken to produce them are 
valuable in their own right. This exemption should be dropped and replaced with 
some more appropriate measure which is actually sought by local authorities. 
(Paragraph 13) 

Department for Transport guidance 

3. The Department was right to seek to improve the guidance to assist local authorities 
ahead of the second round. The Department should, however, have better prepared 
the councils for the changes that were to come. The ongoing changes to the Local 
Transport Plan and Annual Progress Report guidance throughout the period of the 
Plan have caused difficulties. In future, the Department should make every effort to 
issue its guidance earlier. Local authorities need time to draft their  Local Transport 
Plans and have them agreed through cabinet meetings. The particular needs of the 
metropolitan areas which opt to produce a joint plan involving several councils must 
be taken into consideration by the Department when it devises its schedule. 
(Paragraph 18) 

4. The Minister’s view that the second round guidance was less prescriptive than the 
first does not appear to be widely shared by local authorities. The prescriptive nature 
of the Department’s guidance has altered the relationship between the Department 
and local authorities, and moved the LTP away from its original aims. The  result  
has been to increase the cost and the time required for producing plans, without 
giving any greater certainty that they will be fulfilled. (Paragraph 21) 

5. There is a tension between planning for national priorities and local priorities in the 
Local Transport Plan. While the Department insists that councils are free to set their 
own priorities, this does not match the local authority interpretation of the guidance 
and assessment for funding. Councils judge that they are ‘scored’ on how well they 
have planned for, and delivered the national shared priorities. The guidance does not 
indicate what weighting will be given to success in delivering against locally  
identified priorities. If Local Transport Plans are to adequately reflect local objectives, 
the guidance and the scoring methodology must be rewritten to support it, and the 
way local and national priorities are weighted should be made available to councils. It 
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is unacceptable that local authorities are effectively penalised for pursuing 
regeneration and job creation schemes. The Department’s Local Transport Plan 
assessment should make it clear that local authorities can prioritise specific local 
transport needs, such as economic regeneration, and that these priorities will be 
given proper weight. That said, it is incumbent on local authorities that wish to 
emphasise local transport priorities to be bolder in pursuing their objectives. 
(Paragraph 31) 

Targets 

6. Local authorities must be able to promote local priorities in what is ostensibly a local 
transport plan. It is not unreasonable, however, for government to seek the local 
implementation of national objectives which might well have local benefit. It is 
important that the weighting given to these criteria in appraisals is transparent. 
(Paragraph 35) 

7. It is wrong that local authorities are measured against targets over which they have 
no direct control, such as bus satisfaction or passenger numbers. Either local 
authorities need direct control over these services; or they should not be held 
responsible for them. (Paragraph 36) 

8. We understand the Department’s intention to ensure that targets are challenging but 
realistic. This is not an easy task, and certainly not easily done from the centre. The 
Department should recognise that local authorities with local knowledge are best 
placed to determine appropriate targets. The catch-22 which faces authorities in 
target setting is untenable. It should not be assumed that where targets are met they 
were unchallenging; and where they were not met the authority underperformed. 
Progress should be judged on its own merits. Attempting to harmonise local 
authority targets across the country is an exceptionally difficult task, and one of 
questionable merit given the different priorities local authorities may have adopted. 
A more local focus in the Local Transport Plan framework would need to take this 
into account. (Paragraph 41) 

9. Given the inherent complexities of assessing performance across different 
authorities, it seems inevitable that performance-related funding will be considered 
unfair by many authorities. The assessors should not automatically consider changes 
to programmes as failure, and delays in delivery which are due to drawn out 
Department for Transport decision-making should not be allowed to harm the 
scoring. Given the questionable basis for national comparison, we are not convinced 
that the performance-related funding package is appropriate. But while funds are not 
ring-fenced, some incentive which encourages local authorities to fund transport is 
important. (Paragraph 46) 

10. We welcome the efforts to set more meaningful performance indicators and 
trajectories of targets for the second round of Local Transport Plans. With an 
emphasis on outcomes, it should be possible to reduce the overall number of 
performance indicators against which local authorities report. Local authorities 
should strive to be consistent through the Local Transport Plan period in the 
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measuring techniques and data which are used; constant changes hinder 
transparency. (Paragraph 51) 

11. Annual performance against transport targets can be erratic and Annual Progress 
Reports are therefore not a good basis for judgements of trend in performance. 
Monitoring should be part of on-going management of programmes by the local 
authority. We welcome the Department’s plans to replace the Annual Progress 
Report with a biennial review which should provide a more accurate picture of 
authorities’ performance, as well as reducing some of their monitoring burden. 
(Paragraph 56) 

Delivery of local transport improvements 

12. The gap between what was anticipated and what has been delivered in terms of local 
transport improvements makes it difficult to judge what has actually been achieved. 
We await with interest the five-year delivery reports covering the first round of Local 
Transport Plans which are being submitted to government. Although some excellent 
schemes have been implemented, on the existing evidence it is disappointing that 
there were not more transport improvements delivered as a result of the large 
increase in capital investment. The Department needs to consider what approach it 
will take if local authorities continue to judge certain aspects of the national transport 
strategy, such as air quality, as a low priority and dedicate few resources to it.  
(Paragraph 61) 

13. There is a problem for those areas that must agree transport schemes across political 
and jurisdictional boundaries. Bus lanes are a classic example, involving 
collaboration between often multiple local highways authorities and a Passenger 
Transport Authority followed by a lengthy legislative process. All Local Transport 
Plan partners must work to achieve consensus as efficiently and speedily as possible 
if they are to retain their credibility with the public. (Paragraph 63) 

14. The Greater London Authority was introduced as a unique form of city-wide 
government in May 2000. It is perhaps predictable that progress on some policy 
areas, especially those which involve consultation with all 31 boroughs, might have 
been slower than was desirable in the first years of the Authority’s operation. 
Nonetheless, the delays have already been significant and we urge Transport for 
London to ensure that the deadline to have all plans approved by December 2006 
does not slip any further. (Paragraph 67) 

Increased capital funding 

15. The very significant increase in capital funding for transport was much needed by 
local authorities and is warmly welcomed by this Committee. Having made such a 
significant investment in the first round of LTPs, we very much hope to see this 
encouraging level of capital expenditure sustained over the LTP2 period and beyond. 
(Paragraph 70) 

16. We welcome the introduction of the new, needs-based capital funding formula, 
which aims to allocate funds on a fair and well-understood basis.  (Paragraph 76) 
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Capital funding for Major Schemes 

17. We welcome the proposal to allow authorities to proceed with Major Schemes 
without needing Department for Transport approval if they are funded by the 
authority. This proposal goes some way towards giving local authorities the capacity 
to determine significantly larger projects at the local level.  (Paragraph 83) 

18. Nevertheless, many authorities will be unable to afford to fund such schemes from 
their transport budgets. The proposal will only be a solution in a significant number 
of cases once local authorities have greater powers to raise more funds locally. One of 
the key difficulties presented by the £5 million limit was felt to be the burden of 
preparing schemes for Department for Transport appraisal. We therefore 
recommend that the Department consider adopting different appraisal processes for 
schemes of different costs, with the aim of reducing the burden of work on local 
authorities for lower-cost schemes. A more light-touch approach should be adopted 
for moderate schemes costing £10–20 million. The threshold should be increased to 
£10 million. (Paragraph 84) 

Bid preparation 

19. The Department for Transport needs to ensure that investment is allocated where it 
can have the most impact and with as much certainty of successful delivery as 
possible. In addition, any local authority developing a transport schemes has, for its 
own purposes, to assess it against various planning criteria to ensure that the scheme 
design is optimal and value for money. It is important that this is a rigorous process. 
Nevertheless, the existing bidding and appraisal processes place a tremendous 
financial burden and risk on local authorities. The process of bidding should not eat 
into the transport budget to the extent that the funds available for actual delivery are 
substantially reduced. The Department itself adds to costs when it prolongs the 
decision-making process and asks for increasingly detailed information to be 
provided. The Department should make a commitment to streamline the process 
and move more quickly with its appraisal and decision making. It should set a target 
to reduce the current time taken by at least 25% in most cases. It must have the 
necessary expertise available, and must be clear about the information needed early 
in the process. At ‘programme entry’ stage the Department should take a greater 
share of local authorities’ scheme development costs. It should stop trying to micro-
manage the process. (Paragraph 92) 

20. The fact that it can cost between five and fifteen per cent of total scheme costs just to 
get a scheme to a stage where appraisal can take place seems both risky and wasteful. 
We recommend that the National Audit Office investigate the value for money 
offered by the appraisal process, including the costs of preparing aborted bids. 
(Paragraph 97) 

21. It is unacceptable that the Department for Transport has indicated that there will be 
no new central funding for major transport schemes between 2006 and 2011. This 
will represent a significant set back in the implementation of major schemes needed 
to transform the UK’s transport networks. Having set the scene for more transport 
schemes to be initiated, the Department for Transport should make the case more 
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strongly with the Treasury that improved local transport requires proper investment. 
(Paragraph 99) 

22. Disappointment over the Department’s decision to revoke funding for some Major 
Schemes has raised the profile of the relationship between the Department and local 
authorities in the context of projects such as light rail. There was severe criticism of 
the Department’s decision to reject schemes which local authorities had judged to 
comply with national transport strategy and priorities, and present good value for 
money. The Department for Transport claims to have made clear the value for 
money criteria; but local authorities indicated this was not the case: they still did not 
know why light rail schemes were rejected, they did not know what they were aiming 
for, or what would have allowed them to be approved. Our predecessor Committee 
identified in its report on Light Rail and Modern Trams that the Department’s delays 
and changes of policy added significantly to scheme costs. The Department must 
ensure that councils get the right advice at the right time to enable sensible decisions 
on whether to continue with a bid. The Department should publish clear 
information about the budgets available for Major Schemes in order that local 
authorities have a better idea of their chances of success. (Paragraph 103) 

Regional strategies 

23. The Department needs to clarify exactly what role the regional transport strategies 
and Regional Funding Allocations will play in its choice of Major Scheme approval. 
There must be transparency in how these different layers of decision-making and 
prioritisation interact. (Paragraph 105) 

Private finance initiative 

24. Although the Department for Transport has promoted PFI as an option for funding 
major transport schemes it is notable that relatively few transport PFI proposals have 
been submitted. If the Department is serious about PFI, it should investigate what it 
needs to do to enable more authorities to benefit from this funding. If PFI is not 
appropriate to transport, the Department should consider making this funding 
available through other procurement forms. Given the lack of capital funding 
expected to be available for Major Schemes through LTP2, this option needs to be 
explored. (Paragraph 110) 

Transport innovation fund 

25. The Transport Innovation Fund signals a welcome injection of capital funds into 
transport: when it comes to fruition it will dwarf the Local Transport Plan budget 
and Regional Funding Allocations. However, the Fund also represents a major shift 
away from local transport planning: it is nationally administered and bypasses the 
strategic frameworks provided by Local Transport Plans and regional transport 
strategies. Because the Fund is available only for projects which meet two transport 
priorities identified by central Government, it represents a move away from local 
determination. It is confounding that, having taken pains to establish a planning, 
funding and performance management regime through the Local Transport Plan 
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and regional transport strategies, the Department should now seek to undermine this 
so severely with a separate new fund of the size and type of the Transport Innovation 
Fund. The Department should set out the rationale for introducing the Fund in such 
a context; and why the Fund’s two priorities should override the four shared 
transport priorities agreed by the Department and the Local Government 
Association. The Transport Innovation Fund is not in any way about local choice or 
local schemes but about central government transferring its risk to local councils for 
what are schemes of national importance. It is not about innovation; it is about 
central control. (Paragraph 116) 

26. The sudden availability of the Transport Innovation Fund raises the question why 
this money could not have been made available to transport sooner, and why it is not 
being made available to deliver the transport priorities identified by the regions in 
recent advice to government, and the Major Schemes proposed through the Local 
Transport Plans. We suggest that more of this pot should be made available for local 
schemes judged to be important by local authorities. (Paragraph 117) 

Capital-rich, revenue-poor  

27. It is a matter of serious concern that a shortage of revenue funding is harming the 
delivery of local transport improvement schemes. The fact that council treasurers 
have resorted to reducing capital expenditure in order to ease pressure on the 
revenue budgets is indicative of a serious imbalance between capital and revenue 
funds. The Government must ensure that there is a proper balance between capital 
and revenue funding in future years, if necessary by switching money from one pot 
to the other. (Paragraph 122) 

28. The Department should consider how better integration of capital and revenue 
streams would strengthen transport asset management. We support the efforts of 
some authorities to include asset management programmes within their Local 
Transport Plans. The Government should look at how best to encourage sustainable 
and better use of assets by local authorities, through the way that it provides capital 
and revenue funding. More flexibility between the two should be considered. Capital 
grants give certainty of funding but less flexibility and work against consideration of 
whole-life costing over time that would be better served by the application of 
depreciation and cost of capital funding.  (Paragraph 128) 

29. There is clearly confusion among local authorities about the extent to which they are 
permitted to use capital funding to support ‘Smarter Choices’ measures which are 
intended to complement investment in transport infrastructure. The Department’s 
response, that decisions about the purposes for which capital allocations may be used 
are ‘ultimately matters for local authorities and their auditors’ is unhelpful. We 
recommend that the Department issue, as a matter of some urgency, detailed 
guidance on the circumstances in which capital funding may be used to support 
these measures, with a view to increasing their impact. (Paragraph 131) 

30. We are concerned that local authorities lack the revenue funding they require to 
make full use of their prudential borrowing powers because they are unable to 
service the debt. Having made these powers available to local authorities, the 



68  

 

Government has a responsibility to ensure that they work in practice. It should 
therefore monitor the uptake of prudential borrowing and give proper consideration 
to proposals which would increase local authorities’ access to increased revenue.  
(Paragraph 135) 

31. There is a case for ring-fencing a specific grant to invest in transport improvements. 
Transport for London has benefited greatly from such an arrangement. Transport 
policy does not, however, operate in a policy vacuum and the momentum in local 
government is for greater local flexibility in determining funding priorities. Local 
authorities wish to be free to spend the capital and revenue they receive on policy 
areas which are judged by local politicians to be of most importance. We are 
reluctant therefore to recommend ring-fencing of transport revenue.  (Paragraph 
139) 

32. We agree that the Comprehensive Performance Assessment should not become 
involved in the minutiae of local transport decisions. However, given the tendency of 
local authorities to allocate only a small amount of the overall revenue budget to 
transport, we suggest that the successful implementation of the Local Transport Plan 
should be further emphasised in the high-level corporate component of the 
Comprehensive Performance Assessment. (Paragraph 141) 

Locally-raised resources 

33. We look forward to the publication of the conclusions of the Lyons Inquiry into 
Local Government. We shall be interested to see what recommendations he makes 
on local authorities’ ability to raise funds locally to invest in transport improvements, 
having taken two and a half years to consider the issues in depth. We encourage Sir 
Michael to make his recommendations concrete and robust, and hope that having 
commissioned the review, the Government will act promptly to bring them into 
force. (Paragraph 145) 

34. It is encouraging that businesses have indicated their willingness to make a larger 
contribution to local revenue streams in order to enable local transport 
improvements to be delivered. It seems sensible to us that non-domestic tax should 
be determined locally rather than nationally. We therefore welcome the research 
being undertaken into the supplementary business rate proposals and hope that 
support for transport developments will be a key consideration. (Paragraph 155) 

35. Care should be taken to ensure that any new local taxes introduced to fund transport 
improvements are not regressive. They should instead aim to secure a financial 
contribution from significant beneficiaries. (Paragraph 159) 

36. It is disappointing that local authorities have not made more use of the existing 
revenue raising powers available to them—congestion charging, workplace parking 
levies and developer section 106 funding. It is not immediately clear to us why 
authorities which have chosen not to use the charging mechanisms already available 
would be happy to impose other types of local charge on the business community 
and others. Nonetheless, given the difficulties currently experienced because of the 
shortage of revenue funding, we support further consideration and local trials of 
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measures such as land, employer and development tax, which would give greater 
powers to local authorities to raise revenue funds locally. The Department for 
Transport should work with local authorities in developing proposals to raise 
revenue locally to fund transport improvements. Such measures should provide 
sufficient revenue to support transport improvements which would otherwise not be 
possible. The ability to raise revenue should not be restricted to demand-
management measures such as congestion charging, but should instead be widened 
to encompass all authorities and provide genuine freedom to fit the solution to local 
problems and priorities. (Paragraph 160) 

Strengthening Passenger Transport Authorities 

37. If Passenger Transport Authorities are to be capable of making significant 
improvements to transport services in major metropolitan areas, they will require 
enhanced powers over the transport system. Such powers must be accompanied by 
increased levels of accountability. We recommend that the Government explore the 
possibility of giving Passenger Transport Authorities such extended powers, funding 
and democratic accountability. In the interests of moving forward the debate, we 
recommend that one or two pilots of strengthened Passenger Transport Authorities 
are trialled over a City-Regional scale.  (Paragraph 177) 

38. We welcome the Minister’s acknowledgement that if City-Regions are adopted, 
attention must be given to monitoring resources available to towns and mixed areas 
to ensure the transport needs of these areas are not neglected. (Paragraph 178) 

Conclusion 

39. Our inquiry identified a particular tension between central and local government. 
The Department for Transport currently looks to local authorities to implement local 
transport improvements. But this is not a ‘hands off’ approach. The Department sets 
national priorities and the Government reviews and scores local transport plans 
against these. The Department then awards capital funding for the ‘integrated 
transport block’ according to performance, primarily against the national objectives. 
It also determines which major transport schemes, proposed by local authorities, will 
be funded by central government. In the near future, in order to qualify for the large-
scale funding of the Transport Innovation Fund, it will be necessary to fulfil an even 
narrower set of nationally-determined aims. Under such a system, it might be argued 
that little about the local transport plan framework is truly local.  (Paragraph 180) 

40. The difficulties created by the current dynamic between central and local 
government are manifold. It can be seen in the limitations of the Passenger 
Transport Authorities and the number of major schemes which are never built and 
the services never run. The existing situation appears to have limited the ambitions 
of local government—considering the significant levels of investment and the 
planning efforts that have been applied, the scale of local transport improvements 
actually implemented since 2000 is somewhat disappointing. (Paragraph 182)  

41. In the interests of an efficient and integrated transport system, this impasse must be 
overcome. The Department for Transport is failing to give clear and coherent signals 
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to local authorities about how they should be expected to deliver radical 
improvements within the existing system. (Paragraph 182) 

42. The structure of local government is under review and the conclusions of the local 
government White Paper, expected this autumn, may substantially influence what 
powers and funding local authorities have available to improve transport. It is vitally 
important that any changes must take into account the needs of transport 
authorities. (Paragraph 183) 

43. But even under the existing local-central framework, there are improvements which 
could be made. Too much waste of resources results from the way the Department 
for Transport interacts with local authorities. This could be reduced through 
streamlining the appraisal and bidding processes and the performance monitoring 
requirements of the Local Transport Plan framework. Closer collaboration between 
transport professionals at central and local level is needed, in order to clear obstacles 
to schemes, and smooth their implementation. Equally, local authorities must be 
bolder in prioritising and addressing local problems. The Government should also 
tackle the ‘capital-rich, revenue-poor’ problem facing councils. Whilst the increase in 
capital funding is both welcome and much needed, it is of little benefit if revenue 
funding is so inadequate that schemes cannot be maintained once built, or if services 
cannot be funded to run along new infrastructure. A better funding balance should 
be achieved. (Paragraph 183) 
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Formal minutes 

Wednesday 18 October 2006 

Members present: 

Mrs Gwyneth Dunwoody , in the Chair 

Mr David Clelland 
Clive Efford 
Mrs Louise Ellman 
Mr Robert Goodwill 

 Mr John Leech 
Mr Eric Martlew 
Mr Lee Scott 
Graham Stringer 

 

The Committee deliberated. 

Draft Report (Local Transport Planning and Funding), proposed by the Chairman, 
brought up and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 183 read and agreed to. 

Resolved, That the report be the Twelfth Report from the Committee to the House. 

Ordered, That the Appendices to the Minutes of Evidence taken before the Committee be 
reported to the House. 

Ordered, That the provisions of Standing Order No. 134 (Select Committees (Reports)) be 
applied to the Report. 

Ordered, That the Chairman do make the Report to the House. 

[Adjourned till Wednesday 25 October at 2.30pm. 
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Memorandum submitted by the Passenger Transport Executive Group

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

The recent LTP settlements are a major step forward on what existed before. PTEs can now plan with a
five-year horizon with a reasonable degree of certainty of resources likely to be available for minor
capital projects.

LTP programmes, however, are extremely diYcult to manage in light of conflicting signals from the
Government about project approval, the slow and costly nature of rail development, delays to bus priority,
and the low cost threshold for major schemes. Some examples of the problems are shown in case studies that
form part of this evidence.

Indecision About Major Schemes

Several key major schemes promoted by PTEs have been the subject of a major degree of indecision. The
implementation of LTP1 tram schemes in Leeds, Greater Manchester and Merseyside have all been
adversely aVected by the varying views taken by Government. This has led to delay, major spending ahead
of commitment, and poor value for money as a result of changing views from central government over time.
It is impossible to spend limited capital resources eVectively when the Government changes its mind at a
very late stage in the development of large projects. Long periods of indecision and, finally, withdrawal of
approval skew spending on minor schemes and undermined an LTP programme’s value for money. We
would also argue that the current level of centralisation of decision-making is at odds with the spirit of Local
Transport Plans. The DfT is using a country-wide strategic approach yet urging PTEs to set priorities based
on consultation with local communities.

Case Study—Leeds Supertram

Leeds Supertram formed a key element of the 1991 Leeds Transport Strategy. The scheme gained
parliamentary approval in 1993, with full network approval given in March 2001. At around the same time,
the Government set out its 10 Year Plan for transport which included provision for 25 new light rail lines.
Funding approval was conditional although it allowed for utility diversions, demolition work, advanced
highways modification work and a strategic land acquisition programme. The Promoters (Metro and Leeds
CC) were directed towards a PFI procurement route for the scheme, which ultimately drove the cost of the
project up. A long period of prevarication followed, during which detailed work was undertaken to
reallocate project risks, thereby reducing overall costs. Ultimately the costs were brought back to close to
the originally approved figure.

Throughout its project life, the economic appraisal demonstrated a strong Cost:Benefit ratio—the scheme
was considered “high value for money” and the Government urged the promoters to look at bus-based
measures instead. Prior to this decision, an oVer was made by the Promoters to implement the scheme within
the originally approved funding envelope. By the time the project was finally abandoned in November 2005,
more than £39 million had been invested. The project is currently the subject of an investigation by the
National Audit OYce.
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Case Study—Merseytram

The development of Merseytram was based on a rigorous analysis of the problems and opportunities that
exist in Merseyside and fully in line with DfT policy. “In principle” funding approval for £170 million was
obtained in December 2002 and following a Public Inquiry, Transport and Works Act Order approval was
received in December 2004. The DfT then refused this funding in November 2005 leaving Merseytravel in
the situation where a solution was identified as part of the LTP, approved and then dismissed at the latest
possible stage—literally on the brink of the commencement of development.

Delays to Bus Priority Schemes

In delivering bus priority, several PTEs have taken steps to ensure that conurbation-wide projects are
properly resourced with skilled project staV with the blend of skills necessary to promote sound projects.
However, good schemes are often held up or diluted by very local issues such as perceived loss of passing
trade, or minor inconveniences in parking provision for residents. Despite strong policies to re-allocate road
space in favour of buses, it is has proved diYcult to achieve the political consensus necessary to deal with
these local issues. This has led to major corridor proposals to promote bus reliability, and increase relative
speeds, being watered down or deferred. The suspension of the Tyburn Road bus lane in Birmingham has
become something of a cause célebre in this respect, but there are examples in each PTE where bus priority
projects have suVered as a result of these problems.

Slow Implementation on Rail Projects

PTEs have been at the forefront of developing local rail systems over the past 20 years. Between 1980 and
2006, 69 new stations were opened by PTEs. However, the pace of implementation slowed significantly
during the LTP1 period. For instance, in West Yorkshire, 14 new railway stations opened in the 1980s; seven
in the 1990s; but only one opened during the LTP1 period. The LTP1 programme reflected the significant
proportions of local travel that takes place on the local rail network. However, the pace of investment on
rail has slowed significantly from that planned within the LTP as a result of the inability of Railtrack then
Network Rail, and the train operating companies, to respond to the initiatives PTEs have proposed.
Programmes have also slowed significantly as a result of large increases in the cost of rail schemes.

Threshold for Major Schemes

The £5 million threshold identifying whether a scheme is a major one is too low, having been set at this
level for over a decade. Too many local projects are therefore brought into the DfT’s remit for assessment.
The introduction of the Regional Prioritisation process has strengthened the need for this to be reviewed.
The opportunities aVorded by Transport Innovation Fund to facilitate additional major projects, capable
of meeting national productivity criteria, are significant but our view is that to achieve economic
transformation a programme, as opposed to a project-based, approach is needed.

Case Study Examples—Rail Projects

In the West Midlands, there are various types of delay which can be assigned to the bureaucracy of
obtaining Network Rail permissions (landlord’s consent, station change procedures etc), and its generally
risk averse nature. Whilst it is understandable that Network Rail wishes to avoid risk on the operational
railway, the lack of buy-in as a partner to schemes (in fact, it is made clear they are not a partnr as this carries
some responsibility) frequently makes developing and implementing projects on the railway a long-winded
and expensive task. The development of a typical bus/rail interchange on Network Rail land can take
years—a bus/rail interchange in Leeds took eight years to develop, but only eight months to build.

In April 2006 Network Rail decided against transferring responsibility for track and signalling in the
Merseyrail area to Merseytravel, despite Merseyrail becoming the best performing rail system in the country
since Merseytravel assumed control of the franchise five years ago.

Rail projects have been subject to extremely large cost increases. When Metro built the new Brighouse
rail station in 2000, it cost £1 million. By 2005 the cost of building a similar station at Glasshoughton station
was £2.5 million. The Olive Mount Chord project in Merseyside requires only some 300 metres of track and
signalling, yet Network Rail cost estimates now stand at £10 million.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

We consider the move to formula funding has increased the transparency of the process on allocating
funding while changing little. Overall PTEs have neither gained nor lost as a result of the switch to formula
funding. Indeed, it was an explicit objective of the DfT that the introduction of a formula-based approach
would not lead to general changes in the broad pattern of expenditure. We would therefore question why
the formulae have not changed to meet the varying needs of diVerent areas.
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The government has published data that shows it expects total transport capital expenditure over the five
year period up to 2009–10 to be £455 per head. This varies significantly between the regions ranging between
£153 per head in the South West and £1,469 per head in London. The regions containing the six PTEs vary
between £222 and £241. Outside London the highest regional spend is £241 in the North East. Thus the needs
of London are reflected in much higher spending, this being partly due to greater allocation of central
government funding, and partly due to actions taken by the GLA/TfL to raise additional investment
through prudential borrowing.

The high levels of funding are necessary for London to tackle the major problems associated with
transport, but many of the same arguments apply to PTE areas. The current process of formula funding,
linked with the regional prioritisation of major scheme funding, tends to spread the available funding thinly
across the rest of the country denying the major cities the resources they need to emulate London’s success
story in improving local transport.

The use of patronage figures in the formula approach penalises PTEs rather than supporting them to work
towards boosting public transport use. In addition, the criteria are flawed. For example, local public
transport trips include light rail and bus but not heavy rail, in general. Thus tram trips are included, as are
the Tyne & Wear Metro and the Merseyrail Electric services. Where a significant proportion of local travel
takes place on the local rail network, notably in West Midlands and West Yorkshire, these journeys are not
taken into account and this skews the distribution of funding.

Several PTEs, particularly Merseytravel and Metro, take issue with the way in which public transport use
is estimated based on operator data return. West Yorkshire estimates the data used for local patronage is
understated by 25% as a result of the omission of rail patronage and the use of operators’ estimates of
bus use.

The performance-related component can send the wrong signals. The December 2005 settlement was
particularly disappointing for many PTEs. For example, South Yorkshire, despite an LTP performance of
75%, was still classed only as “fair” and attracted a 5% reduction in their indicative allocation for 2006–07.
Penalties for non-delivery of certain projects which were delayed awaiting DfT decisions before they can
move forward such as Barnsley Interchange and A638 Quality Bus Corridor were seen as unfair. In our view,
the balance between allocating resources according to need against recognising improving performance is
not achieved. The reward system appears not to favour LTPs being delivered in challenging social and
economic environments and where co-ordinated delivery must be achieved in as part of a metropolitan area
partnership.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

Currently local authorities and PTEs have limited powers to fund transport infrastructure unlike London,
which is able to use buoyant revenue streams to support relatively ambitious use of its prudential borrowing
powers. PTEs do not have access to revenue streams for commercial bus or franchised rail and tram services.
PTEs are beginning to use new powers to determine rail fare levels to increase funding for local networks,
but the prime need is generally to enhance capacity to cope with growing peak demand rather to invest in
infrastructure.

There are other means of raising revenue streams, such as land, development or employment taxation,
which should be considered as a means of funding better transport infrastructure and services. We believe
that there may be specific cases for transport investment that could be successful in attracting business
support, even if higher taxation was required to help fund the change. These would need to be carefully
considered on a case-by-case basis, but there is merit in considering the granting of local powers to raise
such levies.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

Capital funding has increased significantly over the LTP1 period, but revenue funding has failed to keep
pace. Further, not all revenue funding is not distributed directly and transparently. Any non-specific revenue
funding, allocated for transport by DfT or ODPM, is distributed to Districts, who retain the power to keep
the funding rather than pass it on to the relevant PTA.

Public transport investment requires revenue funding, not only to support the borrowing incurred (which
is covered though the RSG process) but also to operate the new asset created. For example, a new, staVed
interchange to develop public transport use and promote integration and security, is entirely consistent with
local and national policy, but fails to attract revenue funding to contribute to ongoing costs through the
RSG process. This is in direct contrast to new lengths of highway, which attract extra revenue funding
determined by the size of the asset base.
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Often good public transport schemes require a combination of infrastructure and service improvements.
New or improved services, especially for areas of economic development, require significant revenue
funding—particularly during the initial years as a market for the service is developed. This can be diYcult
for PTEs to fund through the District Council Levy when those authorities have their revenue expenditure
capped. The Stephenson Link and Joblink projects (see case study promoting access to jobs), promoted by
Nexus and Merseytravel respectively, are examples of such schemes. The projects have been very successful,
but have also been a significant drain on revenue resources.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

There are currently significant resources committed to developing schemes that may never be
implemented, or are implemented in a much amended form many years ahead. There is inevitably a degree
of speculative expenditure in developing projects before they can be fully assessed, but the frequently long
period in taking projects from conception to implementation within the UK leads to projects being re-
designed and re-assessed many times over. This contrasts with the approach elsewhere in the EU. With large
projects, the constant re-costing and re-assessment of the business case means that they do not proceed in
a logical process through the approval procedure. At a comparatively late point in the approval stage quite
fundamental issues, which promoters considered were adequately dealt with some years earlier, may be
raised. We need a much clearer process by which elements of the project approval can be “signed oV” at the
appropriate stage. The DfT itself has recognised this problem, particularly in regard to project cost
increases.

The new process of considering priorities at a regional level could be helpful in giving an early steer to the
likely priority and timing of major projects, but this needs to be matched by improvements in the DfT
processes to appraise and approve projects through the “Gateway” system. The opportunity to create
stronger local powers for providing a funding base for large projects raised in an earlier question creates an
opportunity to improve value for money in the preparation of these schemes.

The DfT has passed risks associated with scheme preparation on to local authorities, as scheme
promoters, as a matter of policy. This may reduce the number of purely speculative major scheme
submissions, but it has also reduced the willingness of local authorities to commit resources to costly projects
that could deliver significant benefits in terms of LTP targets. The current DfT consultation, on its draft
guidance for major scheme funding, seems to increase the share of risk carried by local authorities by seeking
a 10% local contribution to all major scheme costs. We are concerned that the consequences of this approach
will see resources shifting to better oV authorities, whilst other authorities will utilise the Integrated
Transport block to fund schemes at the expense of overall LTP2 delivery.

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The LTP process has improved significantly in the transition from LTP1 to LTP2, particularly with the
publication of indicative spending levels marks a significant advance in the process. The guidance for the
preparation of LTPs has, however, became too prescriptive and detailed leading to an unhealthy
concentration on the so-called “shared priorities” which relate strongly to DfT delivery targets, though they
notably omit reference to wider Government targets such as those relating to climate change and better
relative economic performance of the northern regions. During the period covered by LTP1, targets changed
from being aspirational to becoming yardsticks by which authorities were measured and punished or
rewarded accordingly.

This focus on targets rather than strategy leads to significant problems in engaging with local partners to
develop a common vision for the way in our cities develop. The presumption against major schemes is a key
frustration in this regard. We consider a more strategic approach is required for the third round of LTPs,
which assists in the development of vibrant and attractive cities, and recognises the requirement to meet
Government targets as an output rather than an input.

We believe that the timing of the release of DfT’s guidance should be addressed through co-operative
working with PTEs. PTEs would value the opportunity to advise the DfT on which areas required guidance,
and for guidance to be finalised at least one year before the final draft of LTP3 is required.

The greater emphasis on “engagement” in the LTP process by DfT is welcome, but there is increasingly
a tension between DfT’s role centrally and through regional Government OYces. A greater clarity of roles
is required. We would also suggest a much tighter framework at the level of DfT is required—with a clear
focus on tackling the eVects of climate change, minimising car growth, improving air quality, actively
growing the bus market and delivering essential capacity improvements to the rail. For example, there is now
a clear view on how aviation will be guided over the next 30 years. Similar strategies should be developed for
other forms of transport.
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How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

All LTPs seek to deliver these outcomes (some case study examples are shown in the adjacent box).
Improved public transport is not only a desirable outcome in own right, it is a fundamental part of the
strategy to reduce car traYc. However, PTEs do not have control over about 80% of the bus network, the
main mode of local public transport in all areas, and have little influence on its aVordability. Thus PTEs are
hampered from delivering outcomes in all areas by the requirement to address shortcomings in the
commercial decisions made by bus operators, rather than being able to design and enhance networks,
reward high quality delivery and subsidise general fares where appropriate. This was recognised in the
National Audit OYces 2005 “Delivery Chain Analysis for Bus Services in England” which pointed out that
while bus operators are accountable to the TraYc Commission (for commercial services) only, the PTEs are
accountable to the DfT for passenger growth and the delivery of local transport schemes.

Case Studies—Promoting Access to Jobs

In Tyne and Wear, the Stephenson Link project has increases access to jobs for people living in the high-
unemployment South Sheilds area. Connnecting employment sites in North Tyneside with the PTE’s main
public transport system, the R19 bus services was funded by LTP1 and development contributions. The
project included the rebuilding of one Metro station, another entirely new Metro station, new ferry landings
and a quality bus service with extensive bus priority. In its first 15 months of operation, patronage on the
corridor has grown by 75%.

Securing access to new job opportunities has been a key theme of Merseyside’s first LTP—with initiatives
such as Liverpool South Parkway in Allerton, in June this year, access to John Lennon Airport by public
transport will be possible.

Joblink is another example of transport barriers to new employment being addressed. A demand
responive bus services that carries employees to new job opportunities at unconventional hours at low cost,
Joblink is a revenue drain and Merseytravel is unable to use LTP funds to support such initiatives.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

The focus on achieving delivery by focusing on outcomes is a sound one. The strong focus on performance
management is necessary and helpful. However, the way in which it is applied could be significantly
improved. The current approach tends to “micro management” by the DfT. It also creates incentives for
local authorities to adopt a short-term approach encouraging authorities to set easily reached targets, which
are then “stretched” to what should have been their base level. This means targets are met and stretched
with little real progress being made and authorities are rewarded for little real progress. We question whether
the current approach adequately reflects the much more complex relationships between investment and
delivery of targets. The complicated links between varies factors in the urban planning system covering a
wide range of public and private sector decisions means that causal relationships aVecting transport are
often far from clear. Thus it is possible for an authority to perform well but continue to see key performance
indicators deteriorate and vice versa.

A smaller range of more significant indicators examined less frequently would allow local authorities to
devote more eVort to delivery and less to measuring it. The move away from annual reporting of
performance is welcomed, but there remain inconsistencies in the performance management approach.

We welcome the move away from annual monitoring, and suggest that, with the move towards three year
financial planning cycles including the settlement between central and local government, it would be better
to harmonise planning and monitoring processes with financial decision-making. The possibility of
extending the life of LTPs to six years with formal monitoring submissions every three years—midway
through, and at the end of, the LTP process—might better dovetail with financial planning.

How successful is the balance between infrastructure projects and travel planning initiatives?

The role that can be played by travel planning initiatives is an important one within the LTP process.
However, without good quality public transport, walking and cycling alternatives the opportunity for travel
planning to play its part is limited. We believe that there is scope for greater emphasis on travel planning,
but only in parallel improved public transport provision. The opportunity to adopt travel planning solutions
alongside improvements in services presents the greatest opportunity.

We believe infrastructure projects, improved service delivery and travel planning combined produce the
best solution. Increasingly it is appropriate to consider how “hard” infrastructure and service initiatives are
best complemented by “softer” travel planning initiatives. The LTP funding process and the appraisal
process for major investment currently do little to promote this integrated approach, because of the
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separation of capital and revenue funding streams. The option of including some element of revenue funding
within the LTP system that rewards an integrated approach would, we believe, lead to better value for
money.

25 April 2006

Memorandum submitted by the Greater Manchester Passenger Transport Executive

Introduction

This submission by GMPTE is made in response to the invitation from the Transport Committee to
submit written evidence on issues relating to local transport funding.

A separate written submission is being made on behalf of the 10 district councils of Greater Manchester
and GMPTA by the Association of Greater Manchester Authorities (AGMA) on the whole range of Local
Transport Planning and Funding issues to be considered at the inquiry. In addition a submission by PTEG
is being made behalf of all six English PTEs, Transport for London and Strathclyde Partnership for
Transport which again deals with all the issues raised for consideration in the Inquiry.

This specific GMPTE submission is complementary to the ones from AGMA and PTEG and will focus
on the following issue:

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes that do not get approval?

The evidence will include current examples of schemes being promoted by GMPTE.

Evidence

Since the introduction of the Local Transport Plan (LTP) process under the 1998 Transport White Paper
and 2000 Transport Act the funding mechanism for local transport capital projects has worked to encourage
local authorities to try and secure resources for major schemes for a number of reasons. These are listed
below:

— The LTP funding changes which include guidance on future year indicative settlement levels is
welcomed as this enables greater certainty in planning the use of those resources made available
for minor works, through block allocation.

— This national bidding approach has encouraged local authorities to “travel hopefully” and bid for
major schemes, particularly ones which represent good value for money in BCR terms, because in
any one year competition around the country for nationally available DfT resources might be low
or other bid schemes not represent such good value for money. Thus undertaking the expenditure
necessary to submit an Annex E, required to enable a scheme to be considered for first stage
progression, has often been considered a risk worth taking. Typically GMPTE would need to
spend £150,000 to £200,000 in the development of a bus station/interchange scheme to the level of
detail necessary for an Annex E submission (eg Rochdale Interchange Annex E—July 2004).

— The recent move towards seeking views from regions on their transport priorities within a given
level of Regional Funding Allocation has been helpful in that it has necessitated Regional
Assemblies to only bring forward a recommended list of schemes that can be aVorded within
the region.

However, despite the welcome strategic intentions of the LTP process discussed above, the bidding
process for major schemes has continued to be an annual lottery as local authorities bid to secure resources
nationally from DfT. Moreover, the lack of clarity regarding the extent to which the advice of the region
will be a determining factor in which schemes the DfT will be recommending for Ministerial approval
continues to encourage local authorities to submit additional major scheme bids to those being
recommended by the region.

GMPTE also has concerns regarding the level of expenditure needed to progress major scheme bids
through to full approval status. These relate to both the degree of certainty that full approval can be expected
for schemes that secure provisional approval, or as it is now known, programme entry status and the level
of costs the promoting authority must incur in order to develop schemes through to full approval stage. In
more detail the issues are:

— In our view once a scheme has achieved programme entry status there should be a presumption it
will be funded unless cost escalation causes this to be reviewed. Currently securing programme
entry status is seen as just the first hurdle to be overcome. The recent DfT consultation document
on “Changes to the Policy on Funding Major Projects” is seen as helpful here in that it starts to
address concerns regarding the process of scheme development once programme entry status has
been achieved.
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— From our experience there is still a sense of the promoting authority being on a “sales pitch” when
discussing schemes with the DfT until full approval status is awarded. GMPTE feels it would be
advantageous to develop a greater sense of partnership working and shared ownership between
promoting authorities and DfT once major bid schemes have secured programme entry status. In
this way it is likely that a culture of “no surprises” will emerge to the benefit of both the DfT and
the promoting authority. One option might be for DfT to have individual oYcers nominated as
project sponsors for specific schemes. Whilst it is recognised that such a move could have staV
resource implications for DfT we believe there would be eYciency benefits arising from the
speedier delivery of major schemes.

— It is accepted that it is in both the DfT and the promoting authority’s interest to secure more
reliable cost estimates at programme entry stage. It is not clear whether, to achieve this greater cost
certainty, DfT will require that detailed design be undertaken before conditional approval is
sought. If so, such expenditure would represent both a cost to be met by the promoting authority
and, in the absence of any certainty of achieving programme entry, be a significant risk to the
promoting authority.

— By way of a local example, to undertake the detailed design for the Rochdale Interchange scheme
(full scheme cost estimated at £11.5 million) to a level needed for contract documents would, in
our view, involve expenditure in the order of £700,000. The alternative would be for GMPTE to
limit design work to a detailed specification and then procure the scheme as a design and build
contract. However, we feel that this approach would not be as advantageous for either GMPTE
or DfT for two reasons. Firstly, we believe that such an approach would give us less control over
all design matters, This would weaken our ability to safeguard the high quality of passenger
facilities to be provided as it is likely that the appointed design and build contractor would seek
to dilute such aspirations in an attempt to minimise expenditure. Secondly, it is likely that
additional costs, in respect of risk, would be included by the appointed contractor for the
undertaking of a design and build contract.

Delays in progressing schemes can also occur for reasons not within the control of the promoting
authority. In the example of the Leigh-Salford-Manchester busway, see below, these delays have primarily
arisen from the legal powers process. The impact on the cost of the scheme has been significant and GMPTE
consider that the DfT should fully recognise such cost escalations caused by inflationary eVects.

— The Leigh—Salford—Manchester busway scheme secured provisional approval in December
2000. The scheme costs were estimated to be in the order of £26 million at 1998 prices. Provisional
approval was needed before the scheme could be progressed through a Transport and Works Act
powers application. At that time a 1998 price base enabled an economic appraisal to be undertaken
(also valuing benefits in 1998 prices) suYcient to show the scheme represented good value for
money.

— Following that provisional approval in December 2000 the scheme was developed in more detail
for public inquiry procedures. Despite our best endeavours to simplify the powers process and hold
a single public inquiry to deal with all the powers (Transport and Works Act, Road TraYc
Regulation Act, Planning permissions) this approach was not accepted and separate inquiries had
to be held. GMPTE submitted a Transport and Works Act application in January 2002 and a
public inquiry was held in September 2002. An interim decision letter was issued by the Secretary
of State in October 2003 which required some additional evidence to be submitted, this included
further Great Crested Newt surveys that, given the newts were then in hibernation, could not then
be undertaken until early June 2004. The additional evidence was submitted in Autumn 2004 and
a decision letter from the Secretary of State granting TWA powers was issued in August 2005. An
updated Annex E was submitted to the DfT in July 2004. At this stage the scheme cost had risen
to £42.3 million (at 2004 prices) in part reflecting six years of construction industry price inflation
but also reflecting changes in design from the July 2000 submission arising from the TWA
public inquiry.

— The DfT have confirmed that the scheme still retains a provisional approval but for £26 million
as approved in December 2000. During this time GMPTE have had to fund all development and
legal costs from block allocation resources in order to progress the scheme to a stage whereby a
bid for conditional funding approval could be made. To date some £4.3 million has been spent on
the scheme but with no certainty that it will progress to conditional approval. However, without
incurring that level of expenditure it would not have been possible for any progress to be made on
the scheme.

There is a concern that the DfT evaluation of major scheme bids has historically been too focused on the
transport benefits of the scheme and places insuYcient emphasis on regeneration or social inclusion agendas.
This is of particular concern in major metropolitan areas, which are the economic engines charged with
leading the regeneration of our regions. It is our contention that a lack of recognition of the impact that
major infrastructure investment can have in this regard could risk jeopardising the sustainability of the
economic renaissance that the Greater Manchester city region has achieved over recent years. It is therefore,
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welcome that DfT has begun to address this shortcoming through the introduction of a productivity strand
to the Transport Innovation Fund. However, we would assert that a similar discipline should be maintained
across all major transport scheme funding streams.

— The linkage with regeneration is particularly important as in a number of cases transport
infrastructure is seen as a catalyst to other inward investment. This can place constraints on the
timing of such schemes that may not be totally within the control of the promoting authority but
can be unfortunate if delays in securing the transport scheme frustrate the delivery of other
regeneration initiatives. In addition the re-use and/or clearance of urban brownfield sites can add
to scheme costs. Such additional costs might not be recoverable from any development gain and
unless other sources of funding from, for example ERDF or SRB sources, can be utilised these
additional costs would serve to reduce the overall benefit: cost ratio of the scheme. For example
in the case of the proposed Rochdale Interchange scheme demolition, site clearance and other site
remediation works are estimated to cost £2.3 million for which SRB support of £1.5 million is
being sought.

— The GMPTE major scheme bid for funding Yellow School Buses is based on achieving both
traditional transport benefits, through modal shift from car to bus for home to school trips thereby
assisting in reducing congestion and minimising environmental damage. However, it is also
intended to address wider education objectives by making journeys to and from school safer and
more secure, reducing social exclusion and anti-social behaviour and delivering improved
education by providing a quality service to deliver students to school ready to take full advantage
of learning opportunities.

Summary and Conclusion

This evidence deals with the issue regarding the eYciency in the bidding and scheme preparation stage of
major schemes.

The key points it raises are:

The Local Transport Plan funding mechanism for major schemes has encouraged promoting authorities
to submit bids given that these schemes were subject to central DfT annual resource allocation and decision
making. This has tended to promote a sense of major schemes being an annual national competition which
you have to be part of in order to “win”. There is a lack of clarity over how the Regional Funding Allocation
process will change this.

There needs to be greater certainty that once major schemes secure programme entry status then the
presumption should be that those schemes progress to full funding approval unless there is a significant
change of scheme attributes or cost. A greater sense of partnership and shared ownership of schemes once
programme entry has been secured is proposed.

The DfT should work with promoting authorities to reduce delays to scheme progress that arise through
reasons not within the control of the promoting authority. The particular case of the delays arising from
the Transport and Works Act procedures for the Leigh-Salford-Manchester busway scheme was used to
illustrate this.

Finally, concerns are raised that the DfT evaluation of major scheme bids has historically been too
focused on the transport benefits of the scheme and places insuYcient emphasis on regeneration or social
inclusion agendas. This must be addressed if transport investment is not to become an “end” in itself, and
so as to ensure that the recent regional economic growth is to be sustained.

25 April 2006

Memorandum submitted by Merseytravel

Introduction

Merseytravel is the operating name of the Merseyside Passenger Transport Authority (PTA) and the
Merseyside Passenger Transport Executive (PTE).

The PTA comprises 18 elected councillors drawn from each of the five metropolitan district councils in
Merseyside: Liverpool City Council, Sefton Metropolitan Borough Council, Knowsley Metropolitan
Borough Council, St Helens Metropolitan Borough Council and Wirral Metropolitan Borough Council.
The PTA was established in its current form in 1986 when Merseyside County Council was abolished.

The PTA sets the transport policies for Merseyside and the PTE implements them. These policies were
set out in the first Merseyside Local Transport Plan, a statutory document covering the period 2000–01 to
2005–06. The second Local Transport Plan was submitted to the Department for Transport at the end of
March 2006 and sets out the transport policies and priorities for Merseyside between 2006–07 and 2010–11.
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Merseytravel has an impressive record of delivery across all aspects of the transport system in Merseyside.
It has been recognised for its high level of customer care, professionalism and innovation. It currently holds
the Joe Clarke Award for PTA of the Year which it won for the second year running.

The structure of Merseytravel’s response follows the order of questions on the Committee’s invitation to
submit memoranda. It includes two brief case studies to illustrate and inform the responses to the
Committee’s questions, followed by a summary and conclusion.

Local Transport Funding

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

The withdrawal of funding for the cornerstone project of the first LTP—Merseytram Line 1—means that
in one respect the local transport capital settlements have not met what was expected nor allowed delivery
of a planned project. Even small-scale schemes present disproportionate challenges, for example, the Olive
Mount Chord. Further brief details of both projects are given as case studies, below, before the summary
and conclusion. Projects such as the construction of Liverpool South Parkway demonstrate what can be and
has been achieved. The station, which is due to open in June, will provide a rail link to Britain’s fastest
growing airport, Liverpool John Lennon Airport, for millions of people.

Aside from the tram, from which DfT funding was withdrawn, allocations have otherwise been spent in
full, if not always entirely as planned. It is in the nature of a five-year plan that amendments will be made
along the way to adapt to changing circumstances. It is also often the case that cost increases will occur,
especially with major schemes. When this happens, one response is to seek further funds from the DfT—an
approach that the Department is understandably trying to discourage. It may be counter-productive to take
too hard a line on this, not least because the Department is sometimes the cause of the delays that contribute
to rising costs. When capital costs have increased, Merseytravel has tended to do one or more of the
following:

(i) Adjust its capital programme.

(ii) Seek additional income from other relevant sources such as the Regional Development Agency or
ERDF Objective 1 funds.

(iii) Exercise its power to use surplus revenues from tunnel tolls to fund LTP projects under the Mersey
Tunnels Act 2004. Objective 1 and RDA.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

In principle it is a fair and transparent process. It is not without drawbacks, for example, the bus
patronage element. The DfT measure of bus patronage in Merseyside was much lower than Merseytravel’s.
The DfT measure prevailed for the purposes of funding. Common ground on methodology would be
helpful. Merseytravel’s delivery performance has been good as has the scoring of the quality of the LTP,
both of which have brought extra funding. Having said that, those authorities that are struggling need all
the help that they can get. Instead, they are penalised for their shortcomings.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

Major schemes are too reliant on central government approval. The entry level for major projects—at
£5 million—is too low, particularly in light of the cost of land and raw materials. It has been at this level for
more than 10 years. Local transport plans suggest a policy that fits in with the Government’s devolution
agenda. Locally elected and democratically accountable representatives should be finding local solutions to
local problems. Control of the track, signals and infrastructure on the Merseyrail Electrics network is a case
in point (under a policy known as Full Local Decision Making). The retention of the £5 million entry level
for major projects increasingly means that decisions on modest capital projects are eVectively being taken
out of local hands. Regional bodies bring a measure of devolution—albeit insuYcient. In too many instances
the final say on a local decision rests with central government.

A host of other powers could oVer viable alternatives such as powers relating to extra borrowing, local
taxation and planning gains. PTAs rarely see the fruits of agreements under section 106 (of the Town and
Country Planning Act 1990) even though a development may create a transport need. If PTAs have a
statutory planning role, this may change. Whether section 106 is retained or replaced by a planning gain
supplement, PTAs should be a statutory consultee and a more frequent financial beneficiary. If a planning
gain supplement is introduced, in keeping with the spirit of section 106 the proceeds should be spent locally
rather than remitted to the Treasury.
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Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

Capital rich but revenue poor may seem to be something of a cliché but it contains a strong grain of truth.
It can be easier to fund a major highways scheme than a large-scale cycle training project along the lines of
the one recently begun by Merseytravel. There is a profusion of agencies with responsibility for policy and
funding, many of which impinge on the planning and provision of public transport. Although this inhibits
clarity and accountability, Merseytravel has done its best to navigate the maze for the benefit of the people
who live and work in its area.

Raising revenue predominantly through the levy (on metropolitan district councils) means that the PTA
is constrained by sensitivities about the eVect of the levy on council tax levels. Merseytravel has been
resourceful and innovative in trying to raise funds for capital and revenue spending. Applications have been
made for Objective 1 and other EU funds and indeed other domestic funds and grants when the opportunity
presents itself (such as the urban bus grant). It would be easy to spend more time and space on bus services
at this point, but the Committee is considering this topic in more detail in another inquiry. Spaceport is a
prime example of innovation. The Spaceport visitor attraction is part of the commercial strategy to bring
a new revenue stream to Mersey ferries, thereby reducing the call on the levy.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

The bidding and scheme preparation stage could be less time-consuming and bureaucratic. In approving
so many smaller schemes in so many stages from provisional—or in principle—funding through powers to
build to final funding, the risk is that delays are created, not least to the more complex and costly projects.
The duration of the process renders it susceptible to changes in policy. For example, trams were flavour of
the month when Merseytram Line 1 was at the provisional funding approval stage, as was the New
Approach To Appraisal (NATA). Since that time, the DfT has switched away from the NATA, and many
would contend that it has gone cold on trams. More emphasis is placed on value for money. In this respect,
public transport performs poorly because of its propensity to make a loss. Yet without adequate public
transport, the damage to the economy is likely to be much greater.

To avoid wasting significant resources, clear and consistent policies from central government would
certainly help. Despite policy shifts since the Transport White Paper 1998 (A new deal for transport: better
for everyone) and the Transport Ten-Year Plan, some policy areas have been clearer. For example, The
future of air transport White Paper in 2003 was intended to make it easier to plan airport development where
appropriate. Helpfully, it looks 30 years ahead. As far as Merseyside is concerned, the White Paper
recognises that John Lennon Airport serves between three million and four million passengers a year—a
figure that is projected to rise to 12 million in about 10 years’ time. The White Paper gives clarity in
statements such as: “Development of increased capacity at Liverpool John Lennon Airport within its
existing boundary is supported, to be accompanied by improved access. There may also be a case for
extending the runway provided this does not encroach on environmentally sensitive sites”.

Local Transport Planning

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The process is complex and bureaucratic although attempts to streamline it are welcome. The guidance
has much to commend it although it is also fair to say that it is often too long, too complex, too late to arrive
and subject to late change. For example, a consultation on changes to the policy on funding major projects
was issued on 4 April 2006, a year after the publication of Draft guidance to local authorities seeking DfT
funding for local transport major schemes. The outcome of the consultation will have a significant impact
on LTP2s even though these are now in place. The guidance relating to congestion targets could have been
more timely.

The change in emphasis from outputs to outcomes is to be welcomed and demonstrates that the DfT had
learnt lessons from the first round of LTPs as it prepared guidance for LTP2s. The same can be said of
changes to the rules on annual progress reports. Monitoring is of course a valuable and essential process
but further streamlining is desirable.
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How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

Government policy on improving accessibility to jobs and services needs to be more eVectively joined up
at a national level. Land use policies still have a tendency to displace people and create a need to travel. For
example, many of the growth areas in the South East are unrelated to any existing public transport
infrastructure or do not make provision for improvements to public transport capacity where pressure
exists. Similarly, the land use planning process is not suYciently tied in to the accessibility agenda. PTEs are
not statutory consultees, and there is no statutory requirement for local development frameworks to accord
with LTPs. Again, school and health policies do not fully embrace the accessibility agenda nor help reduce
the need to travel by car. Reducing car use appears to be a forgotten policy in many respects. If transport
infrastructure and services are not planned and delivered eVectively, the ensuing gridlock will damage the
economy. This will inhibit the Government’s ability to bring about improvements in healthcare and
education.

In terms of the Government’s transport strategy, key questions remain. While air transport proposals for
the North West are relatively clear, some elements of transport policy and the way that they should join up
with other aspects of wider government policy remain at best unclear. PTAs would be better placed to
introduce bus lanes, for example, if they had highways powers over the main bus routes.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

The performance management regime has improved for LTP2s but is still too unnecessarily detailed. The
pressure on revenue budgets is exacerbated by having to allocate the current level of staV and the current
number of working hours to defining and measuring outcomes. An optimum level of measurement is vital
but the present burden detracts from delivery.

How successful is the balance between infrastructure projects and travel planning initiatives?

The tricky balance between revenue and capital spending is referred to above. Merseytravel puts a great
deal of thought and planning into its capital projects while at the same time nurturing several softer but
equally vital travel planning initiatives. These include the provision of school travel advisers, the kind of
marketing and publicity initiatives undertaken by Merseytravel’s Travelwise team, the service information
delivered through Traveline, and a range of other measures such as advertising, timetable publishing and
support for accessibility and integrated travel. The balance between travel planning initiatives and
infrastructure projects is a delicate which would be more manageable with a greater degree of local rather
than central control.

Case Studies

Merseytram Line 1—This is an example of a major scheme that was based on a rigorous analysis of the
problems and opportunities that exist in Merseyside and fully in line with DfT policy. In principle funding
approval for £170 million from DfT was obtained in December 2002. After a public inquiry, a Transport and
Works Act Order was approved in December 2004. The DfT, however, revoked the funding for the project in
November 2005. It said that it was unable to accept Merseytravel’s assurances in relation to possible cost
increases. As such, Merseytravel was left having identified a solution in its LTP, successfully obtained
approval to build it and only at the very last opportunity was funding withdrawn by DfT—literally, on the
brink of the commencement of development. This centralisation of decision making is at odds with the spirit
of local transport plans.

Olive Mount Chord—This is an example of a vital, yet small-scale rail improvement scheme that would
greatly improve freight access to the Port of Liverpool and is fully supported locally and regionally. The
work entails some 300 metres of track and signalling, yet Network Rail cost estimates now stand at some
£10 million. Seeking funding through the “major schemes” route is not possible because rail schemes were
omitted from the North West’s regional funding allocations. There is also a presumption against new major
schemes and Network Rail funding levels remain ambiguous, despite the project’s importance. Merseytravel
is working on a funding cocktail to implement the scheme, but this adds to the complexity and extends the
timescales. A clear national rail strategy would aid the prioritisation of investment with schemes such as
these.

Summary

Too many local projects are subject to central government approval and funding.

The degree of central supervision is too detailed.

The £5 million entry level for major projects is too low.
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PTAs and PTEs would be more eVective if they had greater revenue raising powers.

Too many agencies control what should be local funding for local transport schemes.

Greater clarity about elements of national transport policy would be welcome.

PTAs should have highways powers on bus corridors.

The quality of LTP guidance is good but it is often too long, too complex and too late.

The change in emphasis from outputs to outcomes is welcomed.

Streamlined processes are also welcomed, including simpler performance measures.

Further progress would ease pressures on revenue spending.

Too much pressure on revenue spending puts softer but vital measures at risk.

Conclusion

Merseytravel would be in a better position to implement the Government’s transport strategy if it had
more say on decisions about local capital projects and their funding. From Merseytram Line 1, through the
Olive Mount Chord and Full Local Decision Making, central government has thwarted local policies. These
local policies are in full accordance with the Government’s national transport policies and objectives. It
would help if the variety of strategies and plans were rationalised along with the many agencies with
overlapping powers. Joined up transport and land use policies into, say, a multi-agency spatial plan would
also oVer benefits.

If it would assist Members’ deliberations further, Merseytravel would be delighted to give oral evidence
to the Committee.

April 2006

Memorandum submitted by the West Midlands Chief Engineers and
Local Authorities Planning OYcers Group

1. Summary

1.1 We welcome this opportunity to share our experience and views on the recent LTP2 process and its
funding, together with its contribution to local transport planning.

1.2 In terms of population, we believe the West Midlands LTP2 to be the largest in the country. Our
Metropolitan Area faces significant challenges due to its location at the heart and the cross roads of the
country in terms of the strategic road and rail networks. This creates particular issues in terms of balancing
the needs of people making long-distance journeys through the West Midlands in contrast to the everyday
needs of local residents and those who work or have the need to travel into our Area. Local travel needs,
especially to work, creates a demand for local and intra-regional rail travel that potentially conflicts with
the aspirations of longer-distance travellers. There is a similar challenge with regard to balancing the needs
of those who use the motorway network through, into and within the Metropolitan Area. These are some
of the issues that set the scene for LTP development and implementation.

1.3 The joint West Midlands LTP2 provides a sound basis for the City Region proposals taking into
account this holistic view and the needs of the wider area, its spatial and transport connections and its
regeneration needs. We believe this demonstrates our successful governance model that has brought
together diVerent authorities to agree strategic priorities and deliver strategic objectives, recognising this key
role of the developing city region.

2. Background

2.1 The LTP system, pioneered by the West Midlands Metropolitan Authorities, has provided a clear
focus for transport capital investment linked with other societal needs, especially economic regeneration and
housing needs. By having a policy-led approach to capital expenditure on maintenance, small schemes and
Major Schemes, we have better integration of the various aspects of local transport improvements that
materially aVects people’s lives and their environment.

2.2 The process of developing the LTP2 with public and stakeholder involvement has led to a better
understanding of the issues, opportunities and constraints. This involved well over 3,000 responses during
preparation of the Provisional LTP2 and over 5,000 for the preparation of our Final LTP2. This was
supported through engagement with key stakeholders on more detailed issues.



3450581004 Page Type [O] 20-10-06 23:56:30 Pag Table: COENEW PPSysB Unit: PAG1

Transport Committee: Evidence Ev 13

2.3 In response to the report of the West Midlands Area Multi-Modal Study (WMAMMS) which, in
summary, endorsed our initial LTP approach but recommended that more be done quicker, we submitted
an amended LTP in 2003 taking us to 2010–11. The WMAMMS identified a 30 year investment programme
of £7.6 billion (above current commitments). Some 60% of this was to be in public transport, mostly for
rail schemes.

2.4 Our second LTP formed the basis for discussion with DfT, helping to inform the development of
LTP2. Certain expectations arose through this engagement process, including the issue of early and concise
advice on LTP2 preparation and content.

3. The Process

3.1 We believe clear Guidance is an important factor in the LTP process and needs to be issued at an
early stage. Although, technically, our 2003 LTP covered the LTP2 period, we were expecting to update it.
However, the scale and complexity of the Guidance together with its prescriptive nature meant that we
needed to prepare a totally new LTP2.

3.2 The late issue of the actual Guidance (December 2004) made it inevitable that there would be a two-
stage administrative and assessment process with Provisional and Final LTP2s. Under the circumstances,
we welcomed this as the Provisional LTP2 provided a clear basis for the new Strategic Environmental
Assessment process and for stakeholder and public consultation. DfT’s assessment of our Provisional LTP2
also helped us improve our Final submission.

3.3 It was unfortunate, however, that the administrative timetable only allowed nine months between the
two submissions. It is possible that the DfT do not appreciate the lengthy approval process necessary for
conurbations like the West Midlands. The LTP2, being a framework policy document, has to navigate the
process of scrutiny, Executive Cabinets and full Council of each of our eight authorities, each with diVerent
meeting schedules.

3.4 The complexity of securing formal approval of exactly the same document by eight diVerent
authorities means that a comprehensive scrutiny process allowing for Plan revision prior to the actual
approval process could easily take some six months. With this in mind, the two stage process did allow early
Member feedback on the Provisional LTP2 that shaped our Final submission. However, the late issue of
additional Guidance, expenditure details, and other information made it a diYcult process in order to secure
Members approval to the Final LTP2.

3.5 It is important to note that, whilst the number of joint LTPs are currently limited, DfT commends
this approach. Yet for those authorities adopting this approach, LTP preparation is much more diYcult
which could increase the risk of joint plans being less developed with regard to DfT’s assessment criteria.
This could result in LTPs being marked down with a consequent financial penalty and impact on the
authorities’ CPA scores. Earlier Guidance would certainly help, an issue we have raised since 2003.

3.6 The Appendix shows the Input, Preparation and Approval Key Events for us between submission of
our Provisional and Final LTP2s. It clearly demonstrates how the various inputs, some of which might be
critical to the assessment process, came too late for inclusion in our LTP2.

3.7 We found the Guidance to be detailed and possibly overly-prescriptive, particularly with regard to
the &25% incentive regime. This has led to a lengthy LTP2 as a consequence of dealing adequately with a
wide range of issues; irrespective of whether or not they are relevant to our Area. The emphasis on process
rather than the quality of the actual Plan needs further consideration; which should take into account the
feasibility and understanding for our stakeholders and the public. It is, after all, their Plan.

3.8 Feedback on the Provisional LTP2 was helpful, but the timing of the Planning Guidelines and the
actual Settlement Letter, in December, left very little time to refine the Plan. For the future, a clearer
programme for Provisional and Final LTP3s would assist.

3.9 In terms of our Annual Progress Reports, a July submission date is extremely tight, giving only three
months for closing financial accounts, collating and analysing information, gaining approval of the final
document and printing it. This is especially challenging when eight authorities’ programmes are involved.
It is also a diYcult time of the year with local authority elections in May.

4. Delivery

4.1 We found the focus on the four themes of the Transport Shared Priority and Quality of Life issues
useful, indeed it quite closely reflected our existing LTP objectives. Taking this approach helped us achieve
a range of successes, most notably in road safety for which we were identified as a Centre of Excellence.
However, we believe that economic regeneration should be specifically identified as an issue, although we
acknowledge that “reducing congestion” and “improving accessibility” objectives support the regeneration
objective.
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4.2 Our previous LTPs have been, and our current LTP2 is, focussed on regeneration, both for the benefit
of local people and businesses and because of the importance of the Metropolitan Area’s contribution to
the national economy. This, in particular, means not only “access to jobs” but also creating the best possible
travel and transport conditions in which businesses can thrive and which will attract new businesses to
our Area.

4.3 LTPs have provided a better understanding of the issues, opportunities and constraints, by Members,
stakeholders and the public. It is diYcult to be precise about how much LTPs have contributed to objectives,
without allocating a much higher level of the limited resources to monitoring and evaluation. Furthermore,
a wide range of factors as well as LTPs aVect how people live, work and enjoy their area (see paragraph
8.2). We do not know what might have happened without LTPs since there were capital programme funding
arrangements in place before they were introduced.

4.4 The Government’s Transport Strategy has clearly fed into our LTP2 because we share similar aims
albeit tailored to meet our specific local circumstances. Also, to ignore it, or aspects of it, would be to risk
a poor assessment and consequent financial penalty. However, the significant under-funding of transport
schemes in past decades means that, despite recent large increases in funding, much more remains to be done
if we are to meet the objectives of the Government’s Transport Strategy and reduce congestion, improve
accessibility and create a more sustainable transport environment, particularly through the provision of
better local rail services.

4.5 The “one size fits all” prescriptive nature of Government Guidance has made it less easy to develop
our LTP2 in a way that clearly reflects local needs and priorities. As an example, selective road building in
some locations may be the best possible solution to deal with local congestion and improve accessibility;
it may be supported by stakeholders and the majority of the public but is likely to be in conflict with the
Government’s agenda.

4.6 Tackling congestion and improving accessibility, especially to jobs for those without access to a car,
in an area of the scale of the West Midlands Metropolitan Area cannot be achieved solely by putting buses
at the heart of our strategy. The volumes of people movements and length of journeys require better local
“heavy” rail services and yet the LTP2 has little or no influence on this, despite the clear findings of the
WMAMMS that significant investment in our local rail network is needed.

4.7 A further issue relates to our targets for bus patronage, reliability and passenger satisfaction. These
are outside direct local authority control but, although our policies might influence the achievements of the
service providers, we are assessed against them with dire consequences if we fall below our target trajectory.

5. Capital Expenditure

5.1 We were pleased to receive the £1 billion pledge by the Secretary of State for Transport to our Area,
as part of his response to the WMAMMS. This raised our expectations of delivering a step-change in our
transport environment. However, funding approvals of Major Schemes, submitted as part of our 2003 LTP,
have been delayed. This has been exacerbated by the new Regional Funding Allocations prioritisation
process, although we have appreciated the recent Major Scheme announcements.

5.2 The impact on schemes is mostly experienced with Major Schemes inasmuch that delays lead to cost
escalations. The impact on smaller schemes has not been as significant. We believe that there is a case for
more expenditure on Integrated Transport and Maintenance block schemes.

5.3 Generally, the Integrated Transport and Maintenance block allocations have both been spent as
planned with some variations, but with an improving profile during the first LTP period. We take delivery
very seriously and have a joint Members Monitoring Group that meets monthly to ensure that schemes
progress on all fronts as planned.

5.4 Cost increases are generally not significant with regard to Integrated Transport and Maintenance
block due to the more immediate nature of the expenditure. Cost increases associated with Major Schemes
have been dealt with in a variety of ways, including finding additional local resources and/or redesigning
schemes.

5.5 Scheme preparation and bidding for approval of Major Schemes is very costly, even to get through
the regional prioritisation process to Programme Entry. Preparation costs have to be found from other
budgets and, thus, diminish the amount of funding available for delivery.

6. The Formulaic Approach

6.1 The new formulaic approach for the Integrated Transport block appears generally to be fair. It has
provided a more stable platform for developing realistic and challenging targets. However, we would have
wished to see unemployment and job availability statistics featured as these are an important economic
regeneration needs indicators.
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6.2 The new formulaic approach also does not take account of the Metropolitan Area’s location at the
crossroads of the country’s strategic road and rail networks, with a large number of through movements,
making the delivery of local transport schemes more imperative. This is particularly pertinent with regard
to rail schemes, ranging from longer platforms, track and signalling improvements and the New Street
Station Major Scheme, that would enhance local services and capacity, both in the short- and longer-term.

7. Revenue Expenditure

7.1 The balance between capital and revenue funding causes diYculty inasmuch that it puts a financial
emphasis on capital schemes, whilst revenue-intensive schemes are often able to deliver greater contributions
to Government and local objectives and targets. Funding mechanisms such as “Kickstart” for developing
new local bus services or other public transport solutions, especially to overcome accessibility diYculties,
are helpful but in a limited way. They are resource-intensive to develop, success is uncertain and funding
usually too short-term to move new services to being financially independent.

7.2 Travel planning initiatives are eVective ways of influencing travel demand. This was recognised by
the WMAMMS and reflected in our 2003 LTP and LTP2, with our “Hearts & Minds” campaign to raise
awareness of travel issues and opportunities for change. However, such initiatives are revenue intensive and
funding these, in competition with other important demands on revenue budgets, will always be challenging.

7.3 Local Authorities have few powers to raise other local funds and the recent consultation on the
proposed Planning Gain Supplement appears to be restricting further funding for transport as well as
fettering local discretion as to the need for and scale of developer contributions. The balance between capital
and revenue funding should acknowledge the link between them. For example, a new Park & Ride facility
might be relatively easy to construct but without revenue funding to support the associated bus or rail service
in its early years, the whole package might not perform in an optimum way or might not be aVordable. There
is a case for linking specific revenue funding for an adequate number of years to support approved
capital schemes.

8. Performance Management

8.1 The LTP performance management regime is welcomed because it provides a good discipline for
maintaining a focus on outcomes. The performance-related element, at &25%, may prove to be rather
extreme, particularly because delivery is sometimes aVected by factors not within our control. On the other
hand, it has provided a clear focus for Members in their role of driving schemes forward.

8.2 Many outcomes are longer-term in their demonstrable eVects and short-term reporting has resulted
in apparently disappointing results with adverse financial consequences. Many impacts on targets are
outside local authority control. For example, progress towards the bus patronage target has been
significantly adversely aVected by fare increases over which, within the current regulatory framework, we
have no influence. Business decisions in today’s global economy can have a major impact, for example
closures might help ease local congestion, but with a negative eVect on local communities and be in conflict
with our regeneration and prosperity objectives.

8.3 Another aspect of the annual uncertainty of the following year’s funding is that it can aVect the
sustainability of partnered arrangements with contractors.

9. Conclusion

9.1 We would not wish to suggest fundamental changes to the LTP system. However, a better way of
providing revenue resources to support capital schemes within the LTP would be extremely beneficial and
is likely to enhance progress towards local and Government targets. Also, looking forward, less complex
Government Guidance is needed much earlier for LTP3s, with a realistic timescale that is sensitive to local
authority processes for their production, local approval, submission and Government response.

9.2 Government should recognise that attempting to issue advice that is all-embracing and right up-to-
date has tended to mean that advice has been issued late and sometimes too late to be incorporated in a
meaningful and consistent way. For example, our response to changes to Safety Camera Funding and
Governance, that should have been contained in the LTP2, will be submitted in July 2006 because advice
was issued very late.

9.3 LTP funds and Regional Funding Allocations are considered separately from rail investment and
delivery towards transport objectives could be better if they were more closely co-ordinated.

9.4 The potential loss of 25% of the IT block could be extremely detrimental to on-going programmes.
Also, the assessment and scoring system ought to be changed, within whatever parameters (hopefully, less
than &25%) are set, to a sliding scale that avoids the large penalty associated with marginal scores at the
break points.
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9.5 We are disappointed at the further delay caused by the Regional Funding Allocations prioritisation
process. It has created delays for Major Schemes that were expected to be determined in the 2005 Settlement
Letter. This will have cost implications. This is exacerbated by the length of time the DfT determination
process takes.

9.6 There is a need for DfT involvement at the earliest possible stage to help guide the development of
Major Schemes, in principle, with a clear acceptance, clarification or rejection process before significant
expenditure is committed to developing Schemes.

25 April 2006

West Midlands Final LTP2 Input, Preparation and Approval Key Events, 2005–06

Date Input Action

29 July Provisional LTP2 submitted to Dft and
GOWM

19 Sept Final LTP2 assessment—Supplementary
Guidance issued

7 Oct TIF bid submitted to DfT

17 Oct Commenced SEA Consultation (on
Provisional LTP2)

9 Nov Informal feedback on Provisional LTP2 from
Government OYce

10 Nov Local Accessibility Indicators Advice issued

15 Nov Reporting the Network Management Duty
Advice issued

17 Nov Started formal consultation with stakeholders
and the public

29 Nov Outcome of TIF submission announced
(expected earlier November)

9 Dec Accessibility Strategy approved for inclusion
in LTP2 (CEPOG)

14 Dec Local Transport Capital Settlement Letter
issued

15 Dec Safety Camera Funding and Governance
changes letter issued

22 Dec Analysis of stakeholder and public
consultation received

3 Jan Final draft LTP2 endorsed by CEPOG

4 Jan Advice on finalising indicators and targets
issued

11 Jan Final draft LTP2 endorsed by WM Chief
Executives Group

13 Jan LTP2 commended by Planning and
Transportation Sub-Committee

18 Jan Regional Funding Allocations priorities
approved by Regional Assembly

25 Jan LTP2 commended by WM Joint Committee
(Council Leaders)

30 Jan Formal Approval by WM Passenger
Transport Authority

7 Feb Formal Approval by Solihull Metropolitan
Borough Council

9 Feb Transport Asset Management Plans Guidance
issued

17 Feb Safety Camera Funding details issued
(amending 6 February advice)

21 Feb Formal Approval by Coventry City Council

23 Feb Rights of Way Improvement Plans Guidance
issued by Defra
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Date Input Action

27 Feb Formal Approval by Dudley Metropolitan
Borough Council

28 Feb Formal Approval by Birmingham City
Council

6 Mar Formal Approval by Walsall Metropolitan
Borough Council

8 Mar Formal Approval by Sandwell Metropolitan
Borough Council

29 Mar Formal Approval by Wolverhampton City
Council

30 Mar Final LTP2 submitted to Dft and GOWM

Witnesses: Mr Tim Larner, Director, Passenger Transport Executive Group, Mr Nick Vaughan, Project
Development Manager, Greater Manchester Passenger Transport Executive, Mr Neil Scales, Director
General and Chief Executive, Merseytravel, Mr Trevor Errington, Leader, West Midlands Chief Engineers’
and Planning OYcers’ Group (CEPOG) and Mr Tom Magrath, Projects Director, Centro, and Member of
CEPOG, gave evidence.

Chairman: Do any Members have an interest to
declare?

Mr Martlew: I am a member of the Transport and
General and the Municipal Workers’ Union.

Mr Clelland: I am a member of Amicus.

Graham Stringer: I am a member of Amicus and I
chair the House of Commons PTEG, the Passenger
Transport Executive Group.

Mr Clelland: I am also a member of that group.

Q1 Chairman: Gwyneth Dunwoody, ASLEF. I have
apologies from Mr Wilshire and I think Mr
Goodwill is hoping to join us as soon as he can.
Good afternoon to you gentlemen. We are very
delighted to see you at the first of our sessions on
local transport planning and funding which we
regard as being one of the most important subjects.
I would be very grateful if you could identify
yourselves for the record.
Mr Magrath: I am Tom Magrath. Although I am a
director of West Midlands PTE, I am here on behalf
of the Chief Engineers’ and Planning OYcers’
Group of the West Midlands of which I am the
immediate past chair.
Mr Errington: Good afternoon. I am Trevor
Errington. I lead a team that works on behalf of the
West Midlands Chief Engineers’ and Planning
OYcers’ Group in preparing the joint LTP for the
whole of the metropolitan area.
Mr Scales: I am Neil Scales, the chief executive and
director general of Merseytravel.
Mr Vaughan: I am Nick Vaughan. I am head of
project development at the Greater Manchester
Passenger Transport Executive.
Mr Larner: I am Tim Larner. I am director of
PTEG’s support unit which represents the interests
of the six English Passenger Transport Executives.

Q2 Chairman: Am I to take it that none of your
groups has anything you want to say before we
begin?
Mr Scales: Yes.

Q3 Chairman: Was the first round of Local
Transport Plans successful in meeting its objectives?
Mr Errington, you are smiling.
Mr Errington: In the West Midlands we believe the
first round set a really good framework for engaging
investment and programmes with the wider
objectives of local authorities. In terms of that high
level objective of moving from the old fashioned
transport policy programmes which were very
narrowly transport focused to making it part of the
wider activity of the metropolitan authorities,
everything embraced a wider agenda in terms of
regeneration, social inclusion and so on. We think it
has set a very good framework for it.

Q4 Chairman: Did it deliver what the public
expected in terms of transport improvements?
Mr Errington: I do not think it has because clearly
public expectations are always greater than we are
able to deliver. One of the diYcult issues in talking
to the public is trying to explain the diVerence
between an LTP and its inherent capital focus and
often what is most important in the day to day
operations, the need for revenue funded support for
operational issues. That has always been a very
diYcult distinction to draw when you are talking to
the public and trying to explain the niceties of public
sector finance.

Q5 Chairman: Five years into the framework there
are only 60% of authorities who are on track to meet
half of the core targets and only 5% of councils are
on track to meet 80% of the targets. Does anybody
want to have a crack at why that is?
Mr Larner: This was a real shift in the way that local
authorities had to tackle transport planning. A lot of
the targets that were set back in 2000 were quite
suspect in many ways. They were based on
aspiration and indeed the DFT encouraged local
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17 May 2006 Mr Tim Larner, Mr Nick Vaughan, Mr Neil Scales, Mr Trevor Errington and Mr Tom Magrath

authorities to be aspirational in the way they set
targets. Often, there was an inadequate baseline for
those targets and not suYcient data collection for
them to realise where they were starting from. There
was implicit pressure almost to follow government
targets and say, “If the government has set those
targets, we have to move in line with those targets.”
Often the relationship between the amount of money
you spent and the extent to which you achieved
targets was not terribly well established in terms of
the methodologies that were used. In other things,
the diVerent impacts of achieving targets are very
often in the hands of other people rather than in the
hands of local authorities and PTEs. The obvious
one that comes to mind is bus patronage where there
was a desire to see a 10% increase but most of the
levers are not in the hands of the local authority as
to whether that target gets delivered.

Q6 Chairman: Does anybody want to add to that?
Mr Scales: One of the problems that we have on
Merseyside is that the bus does not own the track on
which it operates and part of our original plan was
to introduce 90 kilometres of bus lanes. We probably
have only 50% of that. On average our bus lane
delivery has been three years late and the reason for
that is that the Passenger Transport Authority and
Executives do not own the highways, we are not the
Highways Authority.

Q7 Chairman: Was that money or planning? What
was the real problem with that?
Mr Scales: It was just getting it through the various
processes at a district level.

Q8 Chairman: No one was seeking to deliberately
hang you up? It was the technicalities of the oYce?
Mr Scales: Yes. You have to go through a lot of
consultation at a local level. One of our corridors
goes from the city centre to Southport and it has
taken five years to put the bus lanes in that
particular corridor.

Q9 Chairman: How many years?
Mr Scales: Five years.

Q10 Chairman: You were putting gold along the
edges?
Mr Scales: And diamonds in the centre of the road
as well, but it still did not work. It was still late. It
would help us a lot if the PTEs and the PTAs had
control of the strategic bus highway network in the
same way as our colleagues here in Transport for
London have.

Q11 Graham Stringer: If you read the Department
for Transport’s submission, it is almost Panglossian,
the best of all possible worlds; everything is perfect;
whereas when I read the submissions from
yourselves and other practitioners there were all
sorts of problems. Can you elucidate whether or not
there are any contradictions between the national
priorities and targets the Department for Transport
has set and your own local targets?

Mr Scales: Translating them down to a local level on
the congestion targets, it is particularly diYcult for
me because in Merseyside, for example, and in
Liverpool itself we have a city that is built for a
million people with a population of 440,000.
Therefore the congestion problems we face are not
the same as your colleagues in Greater Manchester
or my colleagues in the West Midlands or elsewhere.
The congestion targets will be diYcult for us to
achieve going forward, as an example. Another
problem we have that Mr Larner alluded to, is that
some of the targets are on bus quality and we have
no control whatsoever over the 37 bus companies
that operate in Merseyside. We have had a bit of
argument with our colleagues in the Department for
Transport over the number of bus passenger
journeys per year we think we are achieving in
Merseyside and what they think we are achieving.
That flows through into the formula and therefore
flows through into the funding so there has been
some quite hard bargaining as to where they think
the target is and where we think the target is.
Mr Magrath: We think the target setting is a very
prescriptive process. However, it is also challenging.
What we have found useful is how it focuses a
metropolitan area, which is some metropolitan and
local authorities and a PTE, into a common
purpose. The LTP process has helped us do that. The
fact that some of these targets are really challenging,
the fact that in many areas we do not have control,
helps focus the mind. One of the things we have been
doing in the West Midlands is looking particularly at
the delivery of schemes. We have member working
groups to help us do that more eVectively so it has
focused minds very much in that respect.
Mr Larner: The national priorities which the DFT
have set are very much transport and DfT priorities.
We miss out on the wider priorities of what cities are
trying to do. Therefore, for much of the work that
we do, we are trying to assist social and economic
regeneration and create jobs in the local area. These
are not reflected in DFT targets. They are reflected
in other departments. The Department for
Communities and Local Government has a target of
reducing disparity within GDP per head across the
regions, but that is not something which explicitly is
reflected in the Shared Priorities. Similarly, Defra
will have a target about global warming and
reducing CO2 emissions and clearly as PTEs it is very
important that we have a role to play in sustainable
transport; but again it is not explicitly reflected in
targets. It is that holistic view which takes place at a
local level that does not necessarily get translated
into the DFT—Local Transport Authority
relationship.
Mr Vaughan: These shared priorities are quite
transport focused and our priorities can be much
wider, as Mr Larner has made reference to.

Q12 Graham Stringer: Are there any specific
examples where, if you had not had the national
targets and objectives set by the Department for
Transport, diVerent decisions would have been
made in the West Midlands, Merseyside or Greater
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Manchester whereby you would have abandoned a
particular scheme or a target that you would have
like because there had been one centrally imposed?
Mr Errington: Within the West Midlands we have
not abandoned anything. What concerns us is that,
whilst our objectives were never to a large extent
national ones, we had some extras, of which the most
important one was economic regeneration, which
was the bedrock on which our whole LTP and other
corporate policy documents were based. It was not
that the national priorities contradicted anything; it
was that they were too narrowly focused and we did
not give local authorities the discretion to focus and
say, “Which of the four were more important to us
and was there something which was more important
locally than that nationally shared priority?” It did
cause some concern but no contradictions.
Mr Vaughan: It is fair to say that there would be a
slightly diVerent emphasis in some of the areas of
activity. We have been successful in securing quality
bus corridor major scheme funding. I think that is a
reflection of a submission that targeted onto the
department’s objectives. If we had picked up on
some of our wider economic regeneration ones, we
would have focused more on quality transport
corridors and we would have probably focused more
on bus, cycling and pedestrian measures and
maintaining the economic vitality of district centres
on those corridors.

Q13 Chairman: You are not saying that you, in a
sense, bypassed some of those, are you? Because they
were not part of the narrowly drawn terms of
reference you tended to drop them from your
schemes? Is that what you are telling us?
Mr Vaughan: We have not placed as much emphasis
on them as we might have done had the targets from
the national level been wider.

Q14 Graham Stringer: I think what you are saying is
that it is distorting change in your local priorities.
Can any of the witnesses tell us what the cost is to
them of the interaction with the centre because
reading the submissions it seems very expensive.
There are schemes delayed. There is a lot of oYcer to
oYcial interaction. There is the cost of capital. Have
you any estimates on how much this system costs
you?
Mr Scales: On Merseytram line 1, if you take the fact
that to get a major scheme up and running at over
five million pounds, you have to have heavy
interaction with the Department for Transport. You
also have to get the Transport and Works Act Order
powers. Although it is under review, the maximum
at the moment you can recover from central
government is £850,000. We probably spent 10 times
more than that just getting the powers and getting
everything in place before we started moving the
statutory undertakers, the gas, water and electrics
out of the way of the path of the tram. There is a
tremendous transaction cost involved in getting
these things up and running and interaction with the
department, as well as all the stakeholders that you
have to keep on board back in the county to try and
make sure that it is all pointing in the right direction.

If it would help the Committee, I can give you a note
specifically on the tram because that is something
dear to my heart and we are already going through
that exercise for another reason. I can give Mr
Stringer that as a case study.

Q15 Chairman: The Committee, I think, Mr Scales.
Mr Stringer can have a copy. Mr Magrath, do you
want to add to that?
Mr Magrath: There are a number of risks in
developing major schemes which in the first stages of
development quite clearly fall with local authorities.
What is quite important from our point of view is
clarity about where that risk is transferred. Because
of decisions on major schemes, certainly from our
experience, being rather slower than we would have
expected, that means that we are bearing these costs
for longer. With major schemes, Metro schemes in
particular, it is really important that there is a
milestone approach to it, which the DFT and
government are developing but I think it needs
further development. In terms of additional costs,
we can send a further note to you. By way of
example, Trevor Errington, as part of the core
support team for CEPOG, is paid for by a joint
budget of about £600,000 which is to bring that
coordination and back-up together.
Mr Vaughan: As a further example, the Leeds/
Salford/Manchester busway scheme secured
provisional approval in December 2000 but we still
have no conditional funding approval. We still have
not moved forward in terms of getting approvals
from the department. It has so far cost the PTE
£4.3 million to take it through various stages of
design and through the powers. That is for a scheme
that has a capital value of about £45 million, so we
are talking about 10% that has already been
expended with still no certainty that we can move
forward.
Chairman: We would be very grateful for a short
note about that from every department.

Q16 Graham Stringer: The other new part of the
funding scheme is the involvement of the regions in
allocating funds. I would be interested in how that
works. Is it successful? Is it eVective or does it put
uncertainty into the scheme?
Mr Errington: We met a very challenging timetable
in the West Midlands to deliver our priorities for
regional funding. We found it an extremely
demanding process in a very short timescale but a
very worthwhile one because it really did focus some
minds as to what the regions’ key priorities were and
how the metropolitan fitted into the region. Through
some robust political debate, we agreed a consensus
and a solution. We also identified how the
mainstream LTP funding that will come through
that process, which for the West Midlands is about
90 million a year, will go absolutely nowhere to
meeting the needs of the area. It was very helpful in
clarifying what our priorities were, in clarifying for
our members what the scale of resources we were
talking about was. Unfortunately, of course we are
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still waiting for a response to that submission in
May. Our hopes are that that will be a very helpful
process to us going forward.

Q17 Graham Stringer: These are submissions for
which financial year?
Mr Errington: You had to do it for the next 15 years
with certain timescales. We are looking forward five
or 10 years. We made the submission before
Christmas. Originally, we were told we would be
given a response by March. We are still waiting. Our
hope is this could be a very valuable tool for focusing
minds on what is important in the region, what is
important in the metropolitan area and what else we
need to do to meet our transport aspirations.

Q18 Chairman: Does anybody disagree with that?
Mr Larner: I think it has been helpful in refining the
prioritisation process but we have to recognise that
there is no decision making going on at a regional
level. It merely puts projects in an order whereby
they have to go through the Department for
Transport’s very strict appraisal process, cost benefit
analysis and all the rest. It will be interesting to see
whether the way in which schemes get full approval
does accord with those regional priorities because
our suspicion is that, whilst it will guide it, it
certainly will not determine the speed with which
these things emerge from the sausage machine and
get some funding to be approved.

Q19 Mr Scott: To what extent are Local Transport
Plans limited in their chances of success by the lack
of control over local heavy rail services? How could
this be approached? Have you discussed this with the
department and, if so, what was the response?
Mr Scales: We are fortunate that we have control of
Mersey Rail Electrics directly and therefore it is
controlled by the Passenger Transport Authority
and the Executive, so we have managed to do that.
It injects a great deal of certainty into what we are
trying to do locally. Where we have been less
successful is on the city line which goes out towards
Manchester and beyond because you have relatively
short term franchises. We have a 25 year concession
and franchises tend to be seven or eight years. Our
experience is that that is too short. For example, if
you take the Dutch who are operating our franchise
at the moment, they move at light speed for normal
transport people and even they have taken three
years to put a wheel lathe onto our system. If that
was on a seven or eight year franchise, they just
would not do it because there is no chance to recoup
the cost. Things where you have a much longer lead-
in and a much longer arrangement are that much
better.
Mr Magrath: It is interesting that the regional
prioritisation process did include rail schemes, along
with a more inclusive approach to transport
generally, so the Highways Agency was involved in
that as well. In terms of the Local Transport Plan, it
is something which we think is absolutely essential.
I am not aware of the outcome of any discussions in
the West Midlands but we will drop a note to you
about that.

Chairman: Does anybody have a diVerent
experience? No? It is about the same.

Q20 Mr Scott: Mr Scales, you suggest that the
transport policy and land use, health and education
policies are not joined up. Are these policies
compatible and what can the Local Transport Plan
process do to overcome these diYculties?
Mr Scales: If we had a bit more joined up thinking
in terms of the social inclusion side, we would be a
lot better oV. If you take Merseyside as an example,
38% of households do not have access to a car.
Therefore, there are people on Merseyside who have
to do three or four trips a week to the shop just for
fresh food shopping. We have to make sure that we
get the access to those facilities. It is not just food; it
is health care; it is leisure, opportunities for work. If
you take the worst case scenario in terms of access to
a car, in Tyne and Wear 42% of households do not
have access to a car. In Greater Manchester, as our
best example, 32% of households do not have access
to a car. There should be something joining all that
up. Another example is health care where an
enormous amount of resource goes into patient
transport services that we do not really understand
or have any locus in. There must be an opportunity
there to make the access to hospitals and transport
joined up with the regional health authority.

Q21 Chairman: When the regional authorities
prioritise their transport schemes, do they not look
at those?
Mr Scales: Under the new Local Transport Plan
going forward, we have to have an access plan and
we have used accession software to do that. It shows
up areas that are public transport deserts that we did
not realise before. For example, in Merseyside,
Deeside does not have any access to public transport
at all unless we fix it and certain of our hospitals do
not have access to public transport unless we fix it.
There was a blind spot and we did not really know.
We keep on subsidising bus public transport in all
the metropolitan areas. In my area it is one in five,
20%; in other areas, it is an average of 15%.

Q22 Chairman: I am very glad to hear that you have
found this gap and are filling it but what I am asking
you is something diVerent. When the regional
authorities prioritised, did they take account of that
wider set of important factors?
Mr Scales: Do you mean the Local Transport Plan?

Q23 Chairman: Yes.
Mr Scales: The Local Transport Plan does our
access to health care but not directly. We did not
have access to the patient transfer data and so on.

Q24 Chairman: Mr Errington, did you do that?
Mr Errington: Yes. The prioritisation process was
for major capital schemes of more than five million.
Often the solution to accessibility in the social
inclusion agenda is revenue based schemes.
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Q25 Chairman: Did it also contain a series of
footnotes saying, “We would have done this but
unfortunately . . .”?
Mr Errington: No, because we were not asked to and
within the timescale we had meeting what we were
asked to do was challenging enough.

Q26 Mr Clelland: Do you think the structures that
are in place to develop regional transport planning
are adequate?
Mr Scales: We are trying to embed the Local
Transport Plans into the regional transport plan to
make sure that it is all generally pointing in the same
direction. The question Mr Stringer asked before
about the regional priorities has been helpful in that.
It is always the boundaries that suVer. Making sure
with ourselves, and our colleagues in Manchester,
for example, that the Local Transport Plans match
is always diYcult because there is so much to do in
a very limited time. It is very diYcult to get the
boundaries right. We are a bit more successful in
Halton because we view it as part of Greater
Merseyside but on Manchester it is the boundary
issues where it is more diYcult to make sure it is
pointing in the right direction. The over-arching
priorities set by the Department for Transport we all
subscribe to. The over-arching ones point in the
same direction, but it is usually the gaps. A good
example is the recent move towards concessionary
fares because the bus across moving boundaries
does not work particularly well because the
reimbursement mechanisms have not been thought
through yet.

Q27 Mr Clelland: Are you talking about boundaries
between local authorities?
Mr Scales: Yes.
Mr Magrath: The West Midlands authorities are
taking a very proactive view about regional
governance and regional transport issues figure very
strongly in that. There is a city region concept at the
moment which is being actively developed in the
West Midlands, which will have as part of it looking
out into the wider region for how to manage
transport issues because of course we recognise that
the metropolitan areas are not an island in
themselves. A lot of the employment is provided by
people who live outside the metropolitan area, so it
is trying to get that joined up thinking for the
journey to work area. We are taking steps to see how
that can best be done.

Q28 Mr Clelland: Do you think there should be
perhaps a regional transport authority?
Mr Magrath: I think we are doing it in a diVerent
way in the West Midlands. We are looking at a city
region and the possibility of a transport authority
representing that might be one of the outcomes of
that, but this is all thought and work in progress at
the moment.
Mr Larner: One of the problems with the regional
process is that it is a fairly weak coalition of interests
over a wide area in many cases. It is often easier to
spread the jam thinly across the whole of that
geographical area and give each of the major

authorities in that something so that they can say,
“We got something out of it” rather than looking at
the needs of the whole region. That is one of the
reasons why we are quite keen to see the city region
model where it recognises that there are much
stronger needs for heavy investment in transport
systems in the city region areas rather than across the
whole region.
Mr Vaughan: There is a tension between decisions
that are appropriate to take at the regional level and
decisions that are more appropriate to take at the
subregional level. Those can aVect the same scale of
schemes in some cases. For example, it may be
perfectly appropriate to place an emphasis in
regional transport planning priorities on securing
high quality public transport interchanges within,
say, the Greater Manchester conurbation. It is much
more of a subregional issue about which is the most
appropriate of a long list of those to bring forward.
Even though they are both major schemes, there is
sometimes a debate that is best held at a subregional
level about priorities rather than at the regional
level.
Mr Clelland: Just to pick a region at random, the
north east, we know that north east spending on
road and rail infrastructure has increased by just
25% over the past six years which is almost four
times less than the national average and nine times
less than London. Do you get the impression that the
Department for Transport is fully signed up to the
government’s wider objectives of reducing regional
disparities?

Q29 Chairman: Mr Larner, do you think that is
possible?
Mr Larner: Yes. Certainly in our evidence we have
given the spending per head that takes place in
London and in each of the English regions. London
is up here and all of the regions are down here. There
is no gradation that recognises the fact that, say, the
Tyne and Wear area is somewhere between London
and the rest of England or Manchester, Liverpool,
Merseyside or anywhere else. We would all like to be
where London has got to obviously but London has
special needs. There is this massive gap in terms of
what London gets and what the other cities get.

Q30 Clive EVord: Mr Larner, do you support local
authorities and Passenger Transport Executives
having the powers to raise money locally to invest in
transport schemes? Exactly what powers are you
after and how would they improve performance?
Mr Larner: One of the key things that TfL has had
which none of the PTEs have is access to the revenue
streams that passengers generate. If we were able to
internalise that revenue that comes in through the
bus system, through the light rail projects and heavy
rail, that would give a much greater leverage which
would enable local authorities to use their prudential
borrowing powers to invest more when they felt that
was better local value for money. That is one aspect
of it. The other aspect is, in many cases, the business
community wants to see more investment and may
in some cases be prepared to pay in order to see
investment come in which increases the economic
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eYciency and their ability to move round
conurbations more easily. There are a number of
revenue streams that could be created locally that
could be used by democratically elected PTAs and
district councils in order to make their decisions
about what is the optimum investment that should
take place.

Q31 Clive EVord: Are you saying that, in your
discussions with local businesses, they are prepared
to consider things like local land development taxes
and employment taxes in order to invest in local
property?
Mr Larner: Yes.

Q32 Chairman: We should record the fact that we
are getting nods all along. Do you agree with that,
Mr Scales?
Mr Scales: Yes.

Q33 Chairman: Mr Magrath, do you agree with that
or are the businesses in the West Midlands rather
tougher?
Mr Magrath: The businesses of the West Midlands
are very keen to see progress in tackling congestion
and I think they have an open mind about ways of
doing it.

Q34 Chairman: You are telling us they have not
discussed extra taxes with you. It is a tactful way of
saying no, I think.
Mr Magrath: We have not had specific discussions
on that aspect.

Q35 Chairman: Nobody has mentioned it to you.
Mr Vaughan?
Mr Vaughan: In respect of local business rate
supplements or whatever, in the business
community there would be a willingness but it needs
to be clearly hypothecated to a particular set of
actions and that is about improving accessibility to
those very same businesses.

Q36 Clive EVord: Mr Magrath, this is not something
that you have been consulted on in your Local
Transport Plan?
Mr Magrath: We have had a lot of discussions with
business in the Local Transport Plan and a couple of
years ago we did a fair amount of work looking at
alternative ways of raising revenue. It was the
normal range of things. There were options around
land values, business rating and that sort of thing
but none of those options was a quick fix. In other
words, most of them required some sort of primary
legislation to get going. In addition, I think the
concern of business is that they see outcomes before
they are faced with further taxes. It is combining
what they get for their money which is the challenge
in finding new revenue streams such as that.

Q37 Clive EVord: Mr Larner, why do you think local
authorities have been so reluctant to use the powers
currently available to them to raise funds from
transport such as congestion charging or workplace
parking schemes?

Mr Larner: I think it comes back to this issue of
economic regeneration being a very key local
priority and the fear that congestion charging and
workplace parking charging will choke oV all of the
good things we are trying to do to attract jobs and
regenerate our areas. It is a picture which is changing
quite slowly because people are waking up to the fact
that there is no magic solution to this. We cannot
build our way out of congestion but it is a slow
confidence building exercise that is going on.

Q38 Clive EVord: The assessment is that congestion
is less of a problem than introducing a charge or a
workplace parking levy?
Mr Scales: On Merseyside we have less congestion
than most but within the frontispiece of Local
Transport Plan two there is a commitment to look at
congestion charging through the Transport
Innovation Fund. We have a sort of congestion
charge in Merseyside for the two Mersey tunnels
which is subject to a regional price index trigger on
the tolls for the next 40-odd years. Any surplus toll
revenue that we get from that can only be used for
the Local Transport Plan so it is a sort of congestion
charge and we recirculate the money for the benefit
of the whole of Merseyside. We have something like
that, but as I said in answer to one of the earlier
questions the city, if we take Liverpool as the city,
was built for a million people and there are about
half that at the moment. We have some pretty wide
roads and we have very, very low car ownership. Our
challenge is to build a single, integrated public
transport network as an alternative to the car so that
when we do get the congestion we have the
alternative.
Mr Magrath: Congestion is perceived as being a very
serious problem in the West Midlands. It is at the
forefront of our Local Transport Plan and we were
successful in winning pump priming funding from
the Transport Innovation Fund last October in
order to investigate this. We are in the middle of a
feasibility study to look at how we can best tackle
congestion and that does include looking at the
option of road pricing along with a range of other
options. Until that feasibility study reports later on
in the summer, it is diYcult to say how eVective that
option or any other option will be in tackling the
congestion problems in the West Midlands. Work is
being done on it and we hope to have some answers
during the current year.

Q39 Clive EVord: This is a general question for any
of you to comment on: have you been able to use
prudential borrowing and has that been introducing
more flexibility to your ability to fund schemes?
Mr Errington: I am not a financial expert. I spoke to
my colleagues before we came. The big issue for my
treasurer colleagues is that we have to meet 100% of
the costs of the revenue for paying for any prudential
borrowing.

Q40 Chairman: That is too prudential for you?
Mr Errington: They see that as too expensive
because of the revenue issues. This is an area where,
if you do require further information, we would be
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very happy to submit a further written perspective
on this with input from my colleagues based within
the West Midlands financial CIPFA.

Q41 Chairman: Mr Vaughan, do you disagree with
that?
Mr Vaughan: I do not disagree with it. I was going to
make reference to the fact that there has been some
discussion in terms of looking at how the transport
innovation funding might be used in order to secure
prudential borrowing in the early years of
investment. Like my colleagues, I do not have the
details with me.

Q42 Mrs Ellman: Would you say that local
authorities have the right level of control over local
capital transport schemes?
Mr Scales: As far as the PTE and the PTA are
concerned for Merseytravel, there has to be a lot of
interaction between ourselves and the districts,
ourselves and the Department for Transport. What
that tends to inject into the process is delay. Delay
makes cost. We do not have the control we would
like. A good example is what we are trying to do on
the Merseyrail Electrics network, which is to get
further integration—in other words, control of the
stations and the track from our colleagues in
Network Rail. What that will have given us is the
ability to move station developments a lot faster
than we can at the moment. As soon as you have any
process involved, involving more than one set of
stakeholders, the control is there but it is a longer,
much more drawn out path. I think the short answer
is no. How you inject a bit more pace into it is yet to
be seen.

Q43 Mrs Ellman: In terms of the proposed
Merseytram scheme, do you think that would have
progressed diVerently if there had been more local
decision making?
Mr Scales: It probably would have, yes. We put a lot
of eVort into the Local Transport Plan and then we
got the provisional funding on 10 December 2002.
We were all ready to go for the Transport and Works
Act Order, but even putting a seven figure sum into
that it still took us two years to get the Transport and
Works Act Order through with all the necessary
procedures, through a public inquiry and
Parliament. That was moving very quickly indeed.
Ours from a standing start was one of the fastest
Transport and Works Act Orders ever given but that
was still two years. In those two years the £170
million allocated stayed at that level; whereas steel
went up by 40% year on year. Other indices like the
construction index went up by 16 or 17%. Anything
that injects any delay into the process on a major
scheme just means more cost. It would be good if we
can find a mechanism to give us more control of the
local schemes, yes.

Q44 Mrs Ellman: Are there any other comments?
Mr Larner: One has to recognise in this the complete
discontinuity there is at the £5 million threshold for
schemes. There is quite a lot of local flexibility below
that level but as soon as one hits that £5 million one

is into a whole raft of diVerent procedures,
conditional and full approvals with central
government which really can add years onto the
process.

Q45 Chairman: Ought it to be bigger? Are you
saying there should be a higher threshold?
Mr Larner: Two or three of the witnesses before
you say that we really need higher levels. I
appreciate that in other parts of the country, where
their level of block funding is much lower, there
may be grounds for keeping it lower there but there
is a lot more scope for local flexibility and raising
that £5 million in the big cities.
Mr Magrath: I was going to pick up the experience
we are having with our tram scheme which is still
live at the moment. It is really a frustratingly slow
process, but it is also complicated because the
bigger a transport scheme is the more you have to
concern yourself with issues such as procurement,
how you handle commercial risk and things like
that. That does make the process more complex.
What we are finding is that working closely with
the department is helping to get that clarity, but I
do think this is a milestone issue. There is further
work that can be done between the department and
local authorities to make that more eVective.

Q46 Mrs Ellman: Is the five million threshold the
right level or is there another figure that anyone
would like to suggest?
Mr Scales: It is too low and the department is
currently consulting and looking at schemes of
between five and twenty million. It is going to be
horses for courses really. In the metropolitan areas
where we have much more flexibility with our block
grant and much more flexibility with funding we
can move things around over the whole county. I
think a higher level is better. If it were a unitary
authority or a city it would be a diVerent set of
scenarios.
Mr Vaughan: It is also important that we find a
way to speed up the process from when schemes
have received provisional approval at the
elementary stages through to conditional and full
approval. In my experience, the department seems
to be somewhat detached from schemes rather than
taking them forward collectively in a partnership
way. That increases the delays in moving those
schemes forward to those various stages of
approval.

Q47 Mrs Ellman: Do you welcome the move to
100% grant for major schemes?
Mr Errington: This is subject to consultation at the
moment. We have not responded formally. Given
our treasurers’ concerns about the current funding
regimes and the problems of Supported Capital
Expenditure (revenue) and the way that that is not
funded, I anticipate they will be much happier with
100% grant funding.

Q48 Mr Leech: How well has the introduction of
the Transport Innovation Fund fitted in with the
Local Transport Plan bidding process?
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Mr Scales: We are still getting to grips with it on
Merseyside. We have indicated and signalled that
we will be making a bid at some point but, as I have
said before, our congestion problems are not as
great as those of our colleagues in Manchester,
West Midlands and elsewhere. We have said that
it is part of the structure and we will be submitting
a bid in due course. We are starting that work now.
Mr Vaughan: In Greater Manchester we are
working to submit a Transport Innovation Fund
bid. The Transport Innovation Fund, we would
recognise, is an opportunity to secure levels of
investment that we clearly need in our major city
regions and I think the levels of investment that are
needed in our city regions far exceed the available
resources through local transport planning funding
allocations at the moment so we would certainly
welcome that opportunity to secure additional
resources.

Q49 Mr Clelland: How useful and how successful
has the PFI been in achieving funding for local
transport initiatives?
Mr Scales: I went out on two bases for Merseytram
line 1, a PFI route or a conventional funding route.
The PFI route was 40% more expensive. As soon
as you put banks into the process, they want to net
the risk oV with everybody, not them. You get
banking lawyers involved. Banking lawyers always
give you two opinions so they charge twice, et
cetera, and we can borrow money cheaper than the
PFI through a local authority risk. The PFI does
not do anything for me at all. I prefer just
conventional funding. You know where you are. If
we have to borrow money using conventional
borrowing, we can borrow money through the
Public Works Loan Board cheaper than we can get
it from a bank anyway because we are a local
authority risk.
Chairman: There is a nod from Mr Magrath. Does
anybody have a diVerent view? No. That is the
generally held view.

Q50 Mr Clelland: As you know, Sir Michael Lyons
is looking at local government functions and
financing at the moment. From a transport
perspective, what do you hope will come out of
the inquiry?

Supplementary memorandum submitted by the Passenger Transport Executive Group

Q11 and Q12. Shared priorities

There was clear evidence in the intensive process of local engagement that the DfT undertook in 2003–04
that their desired outputs were strongly linked to the delivery of the “shared priorities”. We consider that
the DfT were understandably strongly influenced by the requirement to deliver their own PSA targets. Thus
funding agreements between HM Treasury and individual spending Departments have forced those
departments not only to be very focused on their own outcomes, but also to tend to ignore those of other
departments. However, transport is very diVerent from most other services. Transport outputs and
outcomes are usually of little value themselves. There are exceptions to this, such as road safety, but in
general, it is the wider economic, social and environmental impacts that good transport facilitates which
deliver value to the community. In our view, it is the system of central Government in which, other than for a
few shared PSA targets, identifies a single Department with each target that is responsible for this distortion.

Mr Scales: More clarity. As the city region debate
moves forward, more opportunities to raise money
locally that we can use for local solutions by local
people with local problems, to implement our local
transport plan on a city region basis. As has been
said before by my colleagues, not all government
experiments end in failure. Transport for London
is a great example of something that has worked
really well. They have control of the roads and they
have all sorts of things they are able to integrate.
They are able to do what the 1966 White Paper said
and integrate public transport in areas. If we can
add the travel to work areas to it and get control
of the street bus and road networks so we can put
our own bus lanes in, we are democratically
controlled by the Passenger Transport Authorities
in any event, so you have a level of democratic
process in there and a level of delivery through the
Passenger Transport Executives. We have been
around since 1968. We are good at delivering things
on a local basis. If you add all that together, it
all works.
Mr Errington: What we would hope would come
out of it is more trust in local authorities to deliver
the general transport agenda and less prescription.
I brought this today to demonstrate something.
That was our first LTP. We did a second one in
2003 following the multi modal study and with the
new prescriptive guidance that is the one we have
just submitted.

Q51 Chairman: Mr Errington, I know this will
come as a surprise to you but you are not being
televised so you are going to have to tell us how
many pages are in the first one, how many pages
are in the second one and how many pages are in
the third one.
Mr Errington: It is about four times longer but I
think that makes the point about what Sir Michael
Lyons is suggesting, that local authorities have a
much greater role in this by shaping and much
greater autonomy in determining what is best in
their area within the national framework. That is
what we really hope will come through the
transport field, more trust for us to do what is best
for our area within the national framework.
Chairman: On that positive note, thank you very
much, gentlemen. That has been very helpful.
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For this reason, PTEs felt diverted from the wider objectives to focus unduly on the “intermediate”
outputs embodied within the shared priorities. Furthermore, the reward system set up by the Department
focused eVorts on these shared priorities. Whilst the guidance was clear, the way the money was rewarded,
clearly indicated a primacy of national over local objectives.

Q15. Costs of the LTP system

It is extremely diYcult to cost this process and to separate out local and national liaison, with the local
Government OYce playing a role in the national process. Individual PTEs will be responding to you
separately on this question, but from the discussions we have had with PTEs, it would appear that the costs
of running the system are typically estimated at around £² million per annum per metropolitan area, with
significant year to year variation as costs increase in the preparation phase for each new five-year Plan.

Q268. Major schemes threshold

Whilst Dr Ladyman is technically correct, few authorities will want to spend out of their IT block if they
can secure the funding from another pot. Therefore the £5 million threshold is, in practice, likely to be
adhered to by all local transport authorities.

Our view is that local determination of spending priorities can best be tackled at schemes up to about
£10 million. This reduces the bureaucracy of detailed appraisals to the standard set by DfT and would lead
to reduced need for “major schemes”. We would advocate that the spending reduction in this category (the
regional funding allocation) should be added to the Integrated Transport block, and distributed in a way
that reflected historic spend for the this size of scheme. Both central and local government would make
administrative savings, and the greater delegation of spending power would lead to increased value for
money.

Whole Life Costing

PTEs would welcome the supporting of capital schemes through the revenue account. The payment of
depreciation and interest payments would allow the matching of income and expenditure streams and would
eradicate the timing diVerences present in the existing systems.

However, PTEs are not receiving authorities’ and therefore cannot receive direct payments through
Revenue Support Grant (RSG). Consequently RSG is paid to Districts Councils and passed on through a
levy, but there is often no link between the change in RSG caused by the PTEs actions and level of increase
in the levy. In order that PTEs can ensure they receive their intended allocation it is suggested that they
should become receiving authorities’ and be given RSG accordingly.

It is further suggested that consultation be held on depreciation policies in order to ensure income and
expenditure streams are matched. Much of the capital activities of PTEs involves the development of assets
not owned, eg rail stations, this expenditure often fully depreciated in the year it is incurred and therefore
initial depreciation is high. In our view, further work is required to ensure that this is aVordable through
the RSG before a commitment is made to the proposal.

Specific Revenue Grants

Whilst we fully recognise the value of removing ring-fencing for local government generally, the position
of PTAs with their requirement to levy on their constituent local authorities makes it diYcult for the case
to be made for additional transport spending. District Councils are inevitably more aware of the benefits of
additional spending in areas they directly control than in functions covered by joint boards. We believe there
is significant merit in considering metropolitan areas in the same way as revenue grants to TfL.

30 June 2006

Supplementary memorandum submitted by Merseytravel

Thank you for your letter dated 20 June 2006 seeking supplementary evidence to support your current
inquiry into “Local Transport Planning and Funding”. I have prepared my responses to your questions
which I hope are of use to you. Please do not hesitate to contact me should you require any further
information.
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Q7. “Please explain in more detail what was meant by ‘getting it through the various processes at district level’
and why these processes caused such a problem to the delivery of local transport improvements, such as bus
lanes”

The successful introduction of any public transport improvement (eg for bus lanes—high quality bus
shelters, real-time information, bus lanes and selected vehicle detection) is subject to securing a range of
statutory powers that are held by a range of diVerent parties. Each party has their own procedures and
requirements, all of which must be complied with. For our LTP partners, this will often include securing
Member approval and community engagement, each partner following a slightly diVerent method.

Achieving these approvals adds significant risk to the project’s implementation (most of which must be
taken on at the expense of the promoter). Securing approvals can lead to delays which themselves
compromise the programme and therefore budget allocations of the scheme.

Merseytravel is the lead LTP partner for delivery of public transport initiatives. However, the present
structure of approvals means our success in delivering projects is vulnerable to an adequate level of input
and investment (in the case of highways) from a wide range of partners.

The most prominent example of this is the implementation of bus lanes. A comprehensive network of bus
lanes provides one of the most significant improvements to the quality of the bus network and an important
feature in addressing declining patronage figures on the Merseyside bus network. However, the level of
commitment to delivering bus lanes varies widely across the sub-region and has a significant impact in
Merseytravel’s ability to negotiate with bus operators in order to seek their continued investment in bus
fleets. This then has a direct impact on Merseytravel’s success in achieving its targets and therefore on its
level of annual settlement from DfT.

Q11 and Q12. “Does the PTE feel that the LTP was permitted to concentrate on areas felt to be important
locally? If not, why was there a feeling that the ‘National Shared Priorities’ were to dominate over other local
objectives? The Department states that the guidance encourages local authorities (and partners) to identify
local priorities within their LTP—what more steer did local authorities (and partners) need to develop local
priorities?”

The four shared priorities from the Department for Transport, added to the guidance for completion of
LTP2 provided an additional constraint in delivering genuine “evidence based policy making” at the local
level. Important evidence of this was the fact that two areas of key importance to Merseyside (and many
other urban areas)—regeneration and climate change—did not feature.

As LTP partners were developing LTP2, their approach to delivering genuine improvements was aVected
by trying to balance compliance to the Department for Transport’s four shared priorities with developing
a sustainable transport plan for everyone. Guidance from DfT was clear that it was for local authorities to
decide the weight aVorded to each of the shared priorities in the context of their local policies and priorities.
In the case of Merseyside, accessibility was a major priority, linked to the overarching policy priority of the
regeneration of the sub-region. It is still unclear what impact the balance placed between local priorities and
the “shared priorities” will have on funding allocations for the LTP2 period.

Q14. “You oVered to provide a break-down of the cost of getting the tram proposal prepared—we would be
grateful for this”

The total expenditure spent on the three line tram network for the period between 2001–02 and 2004–05
was £35 million which in the context of a circa £900 million for the full three line network is about 4% of
total scheme costs.

BREAKDOWN OF SPEND FOR LINE 1

Total Spend (£m) Notes

2001–02 3.1
2002–03 3.3
2003–04 6.0
2004–05 18.3
2005–06 32.7 (includes actual costs ! committed costs post-DfT decision)

Total 63.4

Total spend for Line 2 (2001–02 to 2005–06)—£4.5 million.

Total spend for Line 3 (2001–02 to 2005–06)—£0.4 million.

Total spend on Merseytram (2001–02 to 2005–06)—£68.3 million.
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Examples of Cost:

Within the £18.3 million spent on Line 1 during 2004–05 costs were broken down by:

Activity £m

Statutory Utilities Actual Works 6.8
Development Agreement Costs with Contractors 2.4
Project Management, Design & Legal 9.1
Total 18.3

Costs for 2005–06 were mainly construction costs, land, utilities diversions, costs to the operator and
Merseytram project management. An additional contingency was necessary which would have been payable
for events beyond the control of the contractors in the approvals process with local planning authorities,
utilities diversions preparatory to the commencement of works, and changes to the extent and nature of
highways works. With the scale of preparatory work in advance of a final funding decision needed to ensure
completion within the project deadline, it was inevitable that some contingency would have to be used.

Q15. “Please give an assessment of the cost of the interaction between the local authorities/PTE and the central
Department for Transport.” and
Q42. “Is there a similar estimate of the cost of liaison between the diVerent local authorities in the
partnership area?”

It is diYcult to quantify the overall cost of the interaction between Merseytravel and the local authorities
and the central Department for Transport and between the other LTP Partners. The comments below are
based on wide assumptions and rounding.

PTE/Local Authorities—A large proportion of staV time in each of Merseytravel’s policy and projects
divisions is taken up with negotiations with Local Authorities, mainly in their role as owners of the strategic
highways (in the case of seeking to secure bus lane improvements and address congestion management), the
planning authority (in the case of seeking a large number of planning approvals and approvals to the
alteration of the general public realm) and as public land owner (in the case of using public land to deliver
sustainable transport improvements). It is estimated that more than the equivalent of two full time members
of staV’s time in each area is dedicated to managing these relationships per annum.

It is also the case that each local authority has dedicated staV working to manage the relationship with
Merseytravel; in the case of Merseytram Line 1, the two authorities benefiting from the tram, identified a
need for eleven (two from Knowsley, nine from Liverpool) full time dedicated members of staV to be
embedded in the Merseytram Team to manage negotiations, this was at an approximate cost of £1 million
per annum to Merseytravel.

PTE/Department for Transport—Merseytravel hosts a team dedicated to development and
implementation of the Government’s LTP initiative. This team is funded by all the LTP partners,
Merseytravel’s current contribution being £614,000 per annum. LTP partners contribute an additional
£624,000 per annum to the running of the unit, making the total cost £1.24 million per annum.

In addition to the regular monitoring, assessment and reporting of delivery against the LTP, there are
significant resource implications for Merseytravel when seeking funding for LTP Major Schemes. In the case
of Merseytram, the costs of preparation of reports (from the original Annex E submission in 2000 to the
complex, on-going requests for further information from DfT throughout 2005) incurred around £750,000
of costs of Merseytram Line 1.

As well as local and central Government, Merseytravel has regular liaison with a wide number of regional
bodies including the Mersey Partnership, GONW and NWDA.

Q26. “‘The over-arching priorities set by the Department for Transport we all subscribe to. The over-arching
ones point in the same direction, but it is usually the gaps.’ Please explain whether you would therefore welcome
more ‘National Shared Priorities’, diVerent ones, or none?”

Although Merseytravel welcomes the shared priorities, until we see the settlement from LTP2, it will be
diYcult to determine the impact of having placed diVerent weights on the shared priorities has been. The
obvious gaps of climate change and regeneration send a message of an incomplete picture to LTP Partners.
However, Merseytravel would naturally have placed a strong emphasis on other priorities, such as
accessibility, as they are particular relevance to local people.
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Q26B. “The transport Minister Dr Ladyman stated: ‘We can keep it under review, but actually the
£5 million threshold is widely misunderstood . . . The £5 million is not the maximum that a local authority can
spend: it is the threshold under which we are unlikely to consider giving additional grant. If we increased it to
£6 million local authorities would actually be worse oV because it would mean that they would have to have a
£6 million scheme before we would consider giving them additional grant. Local authorities would be better
pressuring us to bring the level down rather than to bring it up.’ What is your response to his statement? Have
local authorities and PTEs misunderstood the issue?”

It is not a case of PTEs misunderstanding the issue, but more a case of the practical application of the
DfT’s Major Scheme Guidance. If a scheme requires more than £5 million funding contribution from
Government, the length of time required for securing funding through the major scheme guidance can be
unpredictable (particular since the DfT has recently added extra levels of approvals at the regional and
national level). In many cases this process can take a few years (eg for Merseytram Line 1, the second and
third steps alone took 18 months). Delays and timescale uncertainties such as these add additional cost
uncertainty and therefore additional project risk. Additionally, where a major scheme requires local
authority partner funding contributions, their contributions may become vulnerable if delays push the
scheme into financial years beyond that which the funding had been approved.

The uncertainty of timescales means that scheme out-turn costs will fluctuate according to the length of
the delay. It is inevitable that initial costs at scheme development will vary significantly from the costs at the
time of market tendering which could be three to four years later. The uncertainty of timings for securing
approval through the DfT’s Major Schemes Approvals process means these cost increases can not be
accurately estimated in the initial assessment process.

It is the view of Merseytravel that a “blanket” £5 million threshold is inappropriate, as it currently requires
all schemes, regardless of size to undergo the same evaluation procedures. For example, a high quality bus
station of perhaps £5.5 million is currently evaluated in the same way as a £300 million tram scheme.

However, we recognise that for some local authorities, who perhaps have a smaller annual budget that
raising this £5 million threshold is a significant amount that would be considered a major scheme, as
mentioned in Dr Ladyman’s statement. A possible alternative would perhaps be the introduction of
banding, eg £5 million to £20 million; £21 million to £50 million etc; each of which would have a mechanism
for qualifying for Government grants which reflected the scale of the funding sought and the lever of risk
as opposed to the current blanket £5 million.

Bullet 1—“It has been suggested that whole life costing, good asset management and strategic transport
planning is not helped by having separate (revenue and capital) funding streams. CIPFA, the public sector
accountancy body, has suggested that integration could be achieved by supporting capital schemes through the
revenue account, by paying the full cost of depreciation plus an interest or opportunity cost of using capital.
What would be your view on this?”

Merseytravel is legally obliged to comply with the CIPFA Accounting Code of Practice on Local
Government Accounting. Both the PTA and PTE have adopted the CIPFA standard for best practice and
have incorporated quinquennial asset valuations, carried out by the District Valuer, in the accounts of the
two organisations.

The PTA, as a local authority, includes the full cost of depreciation plus an interest/opportunity cost of
using capital (Local Authority Accounting Panel [LAAP]) bulletin 62 for 2006–07 % 3.5% and 4.4% for
current and historical costs respectively) in its capital charges. This practice may cease as CIPFA is currently
considering responses to a consultation exercise in respect of no longer including a factor for interest/
opportunity costs in its SORP 2006.

The PTE is obliged to report its financial position under the Companies Acts regime, consequently only
the full cost of depreciation against the current asset value is used for capital charges. These slight diVerences
in the components of the capital charges for the PTA & PTE are expected to be harmonised after the
publication of CIPFA’s SORP 2006.

Bullet 2—“Direct grants are allocated specifically for transport in London. Would you like to see revenue for
transport services ring-fenced in the same way for metropolitan transport authorities?”

Linked to our response to Q7, it is the current lack of ring-fencing within local authority partner’s block
grant which contributes towards the problems of deliverability of some public transport schemes.

Merseytravel would welcome more reliable funding for transport projects in metropolitan areas, such as
Merseyside. It is clear that the TfL model works and a similar level of funding security would have a
beneficial impact in the metropolitan areas. A clearer funding structure would allow: clarity in the level of
commitment shown by the Government to public transport; better planning of transport infrastructure
improvements, tied into a more strategic plan over the period of the funding allocation; a direct correlation
between funding and deliverability of the LTP; and significant improvements to the accountability and
governance of funding for public transport.

6 July 2006
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Supplementary memorandum submitted by the West Midlands Chief Engineers and Planning OYcers Group

CEPOG appreciated the opportunity to assist the Select Committee by providing oral evidence in support
of our initial written submission. We hope the following will further assist the Committees deliberations.

Q11 and Q12. Does the authority feel that the LTP was permitted to concentrate on areas felt to be important
locally? If not, why was there a feeling that the “National Shared Priorities” were to dominate over other local
objectives? The Department states that the guidance encouraged local authorities (and partners) to identify
local priorities within their LTP—what more steer did local authorities (and partners) need to develop local
priorities?

Background

The guidance made it clear that the transport shared priorities were a fundamental aspect of LTP 2
preparation. This permeates the guidance eg:

Summary “A good LTP will: . . . Contain targets focussed on the transport shared priority. . .”. (page 8)

Part 3 Para 3 “the Department will look for evidence that the aim of delivering the shared priorities is at
the heart of all local transport strategies and LTPs”. (Page 30)

There are then 16 pages (pages 32–47) of detailed guidance in relation to the Transports.

Shared Priorities, compared with just two paragraphs about “other local priorities”. (page 30)

In the light of this it is not surprising that authorities interpreted the guidance as indicating that the
national shared priorities should be the dominant aspect and that local priorities were of far less importance/
relevance to the assessment of the LTP.

This was re-enforced by the guidance in relation to assessment. Under “Priorities” in Element 1 of the
Annex C (page 98) on assessment the guidance says:

Priorities—The extent to which the identified shared priorities, and the identified quality of life
issues have driven the development of the LTP Delivery programme, objectives and targets.

There is no mention of how local priorities and their contribution will be assessed. Again as the assessment
obtained will have a significant impact on resource allocation it is not surprising that local authorities
interpreted the guidance as requiring us to very strongly focus on the national shared priorities and that it
would be extremely risky to devote parts of the LTP to local targets on which there was very little guidance
and did not appear to be included in the assessment process.

Requirements

Balanced guidance, with more than two paragraphs outlining how local priorities could be incorporated,
how they should be expressed, how they should be balanced against the shared transport priorities and
importantly how their inclusion would be assessed.

Q15. We would be grateful for an assessment of the cost of the interaction between the local authorities and
the central Department for Transport?
Q42. Is there a similar estimate of the cost of liaison between the diVerent local authorities in the
partnership area?

This is an extremely diYcult question to respond to. This has been a long process, which if the Provisional
LTP is included has stretched over a number of years. There have been a series of seminars, meetings,
conferences, web discussions. It would require, in our case an examination of time sheets across eight
constituent partners for a large number of oYcers and is a substantive piece of work that cannot be
completed in the timescales required.

As an indication the CEPOG Core Support Team was set up principally to produce, monitor and manage
the LTP process. Annual running costs are in the order of £600,000, which and this is more eYcient than
each authority undertaking their element of the work individually. However it still requires inputs from a
range of oYcers. These are part of our joint working arrangements and again separating out the LTP
element from the range of joint activities would be very diYcult.

Q19. Mr Scott: “To what extent are Local Transport Plans limited in their chances of success by the lack of
control over local heavy rail services?” Mr Magrath: “In terms of the Local Transport Plan, it is something
which we think is absolutely essential. I am not aware of the outcome of any discussions in the West Midlands
but we will drop a note to you about that.”

The current LTP objectives are biased towards the modes which are covered by the LTP, ie bus, modes,
walking etc. This means that when rail schemes are put in the mix for prioritization during LTP preparation
they do not perform well against other modes. For example, heavy rail does not come out well against the
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social inclusion objective. This is due to the diVerential in ticket prices with bus and metro. In terms of urban
regeneration heavy rail is very good at transporting large numbers of people over longer distances but less
so over shorter distances. We therefore have an uphill struggle to secure funds for heavy rail schemes.

Q40. You oVered to provide a note setting out the use that has been made of Prudential Borrowing for transport
schemes and what barriers there might be to further use.

Very limited use has been made of Prudential borrowing in the West Midlands. This is a consequence of
the revenue aVordability of prudential borrowing. Revenue to repay the loan has to be found principally
from either increasing council tax, reducing other areas of expenditure or from one oV sources eg reserves.
None of these are normally attractive propositions. One example where it is being used is the upgrading of
car parking facilities by Birmingham City Council. Here it is anticipated that the additional revenue
obtained from the improvements making the car parks more attractive will cover the loan repayments.

Q268. The transport Minister Dr Ladyman stated: “We can keep it under review, but actually the £5 million
threshold is widely misunderstood. The £5 million is not the maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider giving additional grant. If we increased it to £6 million local
authorities would actually be worse oV because it would mean that they would have to have a £6 million scheme
before we would consider giving them additional grant. Local authorities would be better pressuring us to bring
the level down rather than to bring it up.” What is your response to this statement? Have local authorities
misunderstood the issue?

There is no misunderstanding about the £5 million threshold in the West Midlands Metropolitan area,
or wider region.

The issue relates to the question of which schemes should receive additional support (it is not always
grant). We believe that in the first instance any additional resource should be directed to those schemes that
can contribute most to meeting strategic priorities. The £5 million limit means that schemes that are of no
more than local significance are currently competing for the same, limited resources as key strategic schemes.
Whilst cost is not always an indicator of strategic importance the evidence from the recent regional funding
process is that there were no strategically important schemes at this level of cost.

In the light of this, whilst we recognise that raising the threshold could be seen as disadvantageous to local
authorities the reality is that the schemes that are of greatest strategic importance and that should receive
additional government support, generally cost way in excess of £5 million and would not be aVected by a
small rise in the threshold. It would mean that any prioritisation approach could concentrate on the schemes
of most strategic importance instead of having to include smaller schemes of local importance.

It is recognised that whilst larger authorities are more able to fund schemes from within other resources
smaller authorities may need some special process (as currently exists) to ensure that some locally important
but expensive schemes can proceed where justified.

It has been suggested that whole life costing, good asset management and strategic transport planning is not
helped by having separate (revenue and capital) funding streams. CIPFA, the public sector accountancy body,
has suggested that integration could be achieved by supporting capital schemes through the revenue account,
by paying the full cost of depreciation plus an interest or opportunity cost of using capital. What would be your
view on this?

In principle this approach is attractive. However as with many proposals the devil will be in the detail
and further work on how this approach would be introduced is required. Particular issues that would need
consideration are the impact on local authority financial flexibility and the treatment of historic assets.

Direct grants are allocated specifically for transport in London. Would you like to see revenue for transport
services ring-fenced in the same way for metropolitan transport authorities?

The ability of local authorities to manage budgets locally to reflect their priorities is cherished and any
loss of this flexibility would cause concern. From a narrow transport perspective only there may be some
attraction in the proposal if funding is seen to be at risk. However in the West Midlands transport has been
a winner from the current flexibility in recent years and a more general move to ring fencing could cut oV
potential sources of additional funding. Clearly local authorities are mindful of the potential penalties for
not delivering LTP targets (we lost £2.3 million in the current year) and this is acting as a powerful argument
in discussions about the use of resources at a local level, not to reduce transport expenditure. Thus with the
current stringent performance management approach of the DfT and heavy financial penalties for not
delivering on the LTP there is unlikely to be very strong pressure to re-allocate transport allocations
elsewhere and hence the need for ring fencing is diminished.

July 2006
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Memorandum submitted by Transport for London

1. Summary

1.1 Transport for London (TfL) is currently working with the London boroughs on the first round of
Local Implementation Plan (LIP) preparation. A LIP is the statutory equivalent in London to a Local
Transport Plan (LTP). To date, the Mayor of London has approved three borough LIPs and TfL is
preparing recommendations to the Mayor on a further 10. The enclosed map presents current LIP status
by borough.

1.2 TfL expects a total of 31 borough LIPs to have been either approved by the Mayor or received by
TfL by the end of July 2006. Current expectations are that this first round of LIP preparation will therefore
be finished by December 2006.

1.3 Since its inception in 2000, TfL has used its powers to give financial assistance to the London
boroughs across a wide range of transport programmes through the Borough Spending Plan (BSP) process.
The BSP process is being adapted following the introduction of LIPs. Until now, the BSP process has
enabled boroughs to bid for TfL support for projects that fulfil TfL-published criteria for each programme,
which were also based on the Mayor’s Transport Strategy.

1.4 TfL funding for the BSP and the boroughs has grown by over 60% since 2001 and now stands at over
£150 million per year. Some of the BSP programmes form part of TfL’s £10 billion Five Year Investment
Programme.

1.5 The adaptation of the BSP process within the LIP means that TfL expects to be able to oVer more
certainty of funding across several years. Also, it enables the tailoring of funding to individual boroughs
based on a better appreciation of the overall transport context described in a LIP, rather than the currently
used “one-size-fits-all” London-wide criteria basis.

1.6 The additional perspective and information each LIP provides will also enable TfL to work better in
partnership and co-ordination with the boroughs. Both TfL and the boroughs will also be in a position to
understand overall delivery of the MTS and, based on the targets, to appreciate the outcomes in ways that
were not feasible before.

2. Background

2.1 The Greater London Authority (GLA) Act 1999 requires each London borough to prepare a LIP
showing how it proposes to implement the Mayor’s Transport Strategy. The act also enables the Mayor to
set targets in respect of the implementation of strategies. The Mayor issued guidance on the preparation of
LIPs and targets regarding delivery of the Transport Strategy, following consultation, in July 2004.

2.2 TfL has supported boroughs in preparing timetables and in assessing consultation and final versions
of LIPs, with the objective of recommending approval of final LIPs to the Mayor. The first approval, for
Royal Borough of Kingston-upon-Thames, was in early March 2006 and was closely followed by those for
the London Boroughs of Camden and Hammersmith & Fulham.

2.3 In preparing LIP Guidance and in assessing LIPs on behalf of the Mayor, TfL has endeavoured to
ensure that LIPs contain all necessary elements required of a borough from the Mayor’s Transport Strategy.
Overall, LIPs should respond to thematic cross-cutting goals, eg encouraging greater use of sustainable
means for travel, and priorities, eg improving road safety. However, the basic components in the LIP need
to be specific borough responses to a large number of quite detailed policies and proposals from the Mayor’s
Transport Strategy.

2.4 The length of time between publication of the Mayor’s Transport Strategy in 2001 and preparation
of LIPs in 2004–06 meant that a number of these policies and proposals, or their background, had changed
or been updated.

2.5 Experience of producing LIPs for the first time has shown that many boroughs were not fully
prepared for this new way of working. For example, this required them to consider a longer term strategy;
issues aVecting neighbouring boroughs; the setting of targets; and developing solutions across all modes.

2.6 The original timetables put forward have been revised as a result of these and other external factors.
For example, to avoid abortive work, the Royal Borough of Kensington and Chelsea had to delay the
preparation of its LIP until after the decision was made on the extension of the Congestion Charging Zone.

2.7 A further 10 boroughs have submitted Final LIPs, bringing the current total to 13, including those
approved. TfL expects a total of 31 borough LIPs to have been either approved by the Mayor or received
by TfL by the end of July 2006. Current expectations are that this first round of LIP preparation will
therefore be finished by December 2006.

2.8 In the past, the BSP process has enabled boroughs to bid for TfL support for projects that fulfil TfL-
published criteria for each programme, and which are based on the Mayor’s Transport Strategy. TfL then
pays boroughs based on claims corresponding to delivery of approved schemes. The process has been
strongly based on an annual cycle, which does not wholly suit longer-term schemes, eg town centre projects.
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2.9 In summer 2005, TfL received bids from 33 London boroughs and 10 sub-regional partnerships
amounting to £325 million. Following assessment, TfL allocated BSP funding of £159 million announced
by the Mayor in December 2005. This was an increase from 2005–06’s record of £155 million. This excludes
the significant increase in Travel Demand Management funding that TfL is planning for 2006–07, which
may increase borough allocations for School Travel Plans (STP) and Travel Awareness (TA).

Table 1

ANNOUNCED AND PROPOSED BSP ALLOCATIONS BY TRANSPORT TOPIC SINCE 2003–04

Announced Announced Announced Announced
Allocations Allocations Allocations Allocations

2003–04 2004–05 2005–06 2006–07

Principal Road Renewal 32,346 40,000 34,000 38,218
Bridge Strengthening 16,410 12,289 11,000 11,782
Road Safety 20,975 21,182 28,700 29,437
Bus Priority 21,000 21,352 18,889 20,385
Bus Stop Accessibility 3,200 3,297 3,200 4,860
Walking and Cycling 11,946 11,504 16,997 20,370
Area Based Schemes 16,800 16,800 18,712 18,553
FRACA 4,215 4,800 5,637 5,929
STP (SRtS) & TA 8,685 8,200 10,330 10,802
TraYc Signals 7,200 7,760 8,000 8,400
Management and Monitoring — — — 80
Parallel Initiatives — — — 235

142,777 147,184 155,465 159,050

2.10 The above table is extracted from information prepared for the BSP announcement. The 2006–07
allocations are therefore no longer proposed. FRACA are programmes for Freight, Regeneration, (Local)
Accessibility, Car Parking and (Environment) Air Quality and Noise. Parallel Initiatives is an initial
response to the need for network management on borough roads arising from the TraYc Management
Act 2004.

2.11 TfL funding for the BSP and the boroughs has grown by over 60% since 2001 and now regularly
exceeds £150 million per year. Some of the BSP programmes form part of the TfL Investment Programme
of £10 billion.

3. Further Relevant Documents

3.1 LIP Guidance—July 2004:

http://www.tfl.gov.uk/tfl/downloads/pdf/about-tfl/lips/lips-guidance.pdf

3.2 Transport Strategy Implementation Targets—July 2004:

http://www.tfl.gov.uk/tfl/downloads/pdf/about-tfl/lips/
Transport%20Strategy%20Implementation%20Targets.pdf

3.3 Please note that there has been subsequent development of some of these targets. In early 2006, the
Mayor announced new safety targets, with greater casualty reductions, and a borough bus target.

4. Consideration of LIPs Features and Management

4.1 Once in place LIPs will, for the first time, set down in a single document each borough’s key transport
priorities and the proposals it intends to deliver to implement the Mayor’s Transport Strategy (MTS). This
is important for TfL, in that LIPs provide a mechanism through which boroughs become accountable for
delivery of the MTS. This mechanism is much broader and a more comprehensive view of borough transport
than the BSP can provide. LIPs also provide a way of allocating transport funding more explicitly within
the framework of the MTS.

4.2 The additional perspective and information each LIP provides will also enable TfL to work better in
partnership and co-ordination with the boroughs (and for boroughs and others to better co-ordinate). Both
TfL and the boroughs will also be in a position to understand overall delivery of the MTS and, based on
the targets, to appreciate the outcomes in ways that were not feasible before.

4.3 The key challenge for TfL and the boroughs is to ensure that LIPs become live plans, used in a similar
way to Unitary Development Plans/Local Development Frameworks to guide local and regional decision
making.
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4.4 In future, TfL funding will be allocated on the basis of what is in each borough LIP and progress
made against it to date, rather than through the current competitive bidding BSP process. Provided TfL has
certainty of funding, this could be extended to boroughs to provide further opportunities for them to plan
and programme for more than one year.

4.5 It is intended that the previous annual BSP submission by a borough to TfL for funding of selected
schemes becomes an annual report on progress in delivering a LIP. Similar to the equivalent Local
Transport Plan process outside London, this is being designed around reporting on Mayoral cross-cutting
goals, targets and major projects and programmes and will include updates to the costs and sources
programmed in a LIP.

4.6 The existing BSP programmes, or topics, are currently being retained as they support particular
outcomes that are necessary for LIPs. However, Borough Partnerships are starting to encourage:

— Considering borough projects as one of “Places and Spaces”, “Routes and Corridors” and
“Sustainability”. This is to encourage holistic thinking and wider delivery of all elements across
more programmes—leading to better Public Spaces and a concerted approach to network
management planning, for example. Programme delivery could become much simpler, without
losing the technical sources of advice developed within TfL for particular aspects.

— Developing a better structure for sub-regional partnerships that supports more eVectively the
inter-borough and TfL co-operation necessary for LIPs delivery. For example, in freight, travel
awareness, walking and cycling, bus priority programmes impacts often cross boundaries and
levels of delivery by a single borough are not always suYcient for dedicated borough resource.

4.7 Another key element of managing LIPs will be for TfL to encourage boroughs, and work with them,
to identify and pursue other sources of funding, eg from central Government, EU or Lottery. Borough
Partnerships is funding the boroughs approach to the EU and is working with boroughs on the recently
announced PFI-credits for Highway Maintenance.

5. Conclusion

5.1 The first funding decisions based on approved LIPs will begin to be made in the summer of 2006. We
will continue to monitor delivery through the LIPs process on an ongoing basis. TfL has begun to work with
the DfT to develop understanding of the compatibilities and contrasts between the LTP and LIP processes.
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Memorandum submitted by The Local Government Association

1. In the limited time allowed by the Committee to respond to this inquiry the Association is able only
to comment on some of the broad principles set out in its questions. It is probable that individual authorities
and oYcer societies will be in a position to provide more substantive evidence on some of the more specific
issues and their local impact. Our comments follow the questions set out in the Committee’s press release
as far as possible.

Background

2. Local Transport Plans are an important tool for local transport authorities and a considerable advance
on the previous annual bidding process underpinning the Transport Supplementary Grant system.
However, the Committee is right to question whether the ideals espoused when the new mechanism was
introduced have been maintained by Government in its subsequent statutory guidance and the monitoring
and funding processes which have been put in place. This process is continuing and some major changes in
the funding principles are the subject of formal consultation at the moment. Parallel policy developments
emanating from other Government Departments, aVecting local government structures, financing, spending
reviews, reporting and monitoring systems, and several innovative transport policy initiatives, have all
impacted on the LTP process.

Capital Settlement

3. Individual authorities should be in a better position to give information about whether capital
settlements have all been spent in recent years. The Association welcomed the additional capital allocations
in recent years associated with the local transport element of the Government’s Ten Year Plan, although
this has brought with it additional concerns about the mismatch between capital and revenue resources at
local level. Our understanding is that transport capital allocations generally have been spent on transport
projects in the period since the implementation of the single capital pot encompassing smaller scale schemes.
Fears by transport interests within and without local government that this would not be the case appear to
have been ill founded. The Association believes in full discretion for local government, trusted by central
Government, to deliver its full range of duties and local policies in line with local needs and priorities, and
that Government “silo” Department’s should not attempt to micro-manage authorities’ spending patterns
on a year to year basis. For this approach to be eVective Government Departments will need to work
together eVectively to a common agenda.

The Formulaic Approach

4. The Association acknowledges that there are advantages in having a high degree of certainty for a
number of years when it comes to the delivery of longer term policies such as five year Local Transport Plans.
There is an over-arching problem when it comes to the implementation of new formulas in that they almost
invariably do not provide levels of funding for each authority which align with existing spending patterns.
This means that a number of authorities will feel that they will “lose out” even if the quantum is not
increased. Where local funding is already under pressure, as it is at the moment in a number of authorities,
any income lost from formula distribution can have severe consequences. An example of this has been the
concessionary fares revenue distribution formula for the extension to the statutory free local bus based
scheme which commenced this month.

Powers to Raise Resources

5. The Association has commissioned a major new academic report on how local transport policies can
be resourced more eVectively and this will be presented to the Association shortly. The Association can
ensure that the Committee receives a copy of this report upon publication. It will then be subject to an
intensive discussion within the Association. We expect that the report will build on the recent corporate
work undertaken by the Association on funding sources, as set out in policy documents new development
and new opportunities and beyond the black hole (2005). The key message of those documents, which apply
to spending on the delivery of local transport policies as well as other council policies, is that a sustainable
and long term solution to the funding of local government is essential and that the Government should
commit to reform the local government finance system as soon as possible. One-oV solutions must be
replaced by a longer term sustainable funding regime.

6. The Association understands that a number of authorities will have severe diYculties in funding their
LTP programmes because the new grant distribution system aVects authorities who are on the grant “floor”,
so that they will not be able to obtain financial benefit from 2006–07 supported borrowing allocations.
Consequently in LTP terms the aVected councils face the choice of assuming the entire borrowing cost if
they are to set their plans in line with the allocation or reign back their spending on the transport network.



3450581011 Page Type [O] 20-10-06 23:56:30 Pag Table: COENEW PPSysB Unit: PAG1

Transport Committee: Evidence Ev 35

Balance Between Capital and Revenue

7. The Association has referred to the imbalance between capital and revenue funding resources in evidence
to this Committee on a number of occasions in the past. The situation has not changed markedly, and
additional statutory pressures in related areas such as concessionary fare funding can have consequences for
the support of bus networks which may use dedicated, and probably more expensive to maintain,
infrastructure provided through LTP capital spending programmes. The annual survey of the Association of
Transport Co-ordinating OYcers (ATCO) has found that in recent years the cost of funding subsidised bus
services to meet social inclusion objectives generally has increased each year at a rate considerably higher than
retail inflation.

Wasting Resources at Bidding Stage

8. The experiences of many of the authorities which have been proposing light rail schemes will be relevant
in connection with this question. Repeatedly submitting revised scheme bids at the request of central
Government, only for the entire project to be shelved, is a problem which is not restricted just to local transport
projects. DiYculties faced recently by high profile schemes such as the Manchester Metro extensions will be
well known to the Committee.

LTP Guidance and Processes

9. The DfT has involved the Association and the relevant oYcer societies in the development of statutory
and non statutory guidance related to the delivery and monitoring of LTPs and related plans. This has proven
helpful in that the content of the guidance has not, in general, come as a complete surprise when published.
This is just as well as there has always been diYculties in receiving guidance in time for authorities to taken it
into account when carrying out consultations and preparing submissions locally. Additionally, there has been
a tendency for guidance, on what originally was supposed to be a relatively light touch, local priorities
approach to transport planning in comparison with the previous TPP system, to become longer and to be
published in disjointed pieces. At the same time corporate Government policies and external pressures have
tended to be for more guidance, with more monitoring mechanisms to be put into place to ensure that the
guidance has been followed. There is a diYcult balance to be struck between; on the one hand, the needs of
the LTP writers, who may be new to the “joined-up” nature of the LTP approach, and who may wish to follow
a clear structure, particularly if it is to receive a score which will influence subsequent funding levels in a
significant way; and on the other hand the general wish of local government to be trusted to deliver a range of
community policies based on local needs and priorities without undue central Government straight-jacketing.

How LTPs Have Delivered

10. There was general agreement that implementing a completely new transport planning structure,
particularly for authorities which had relatively recently been the subject of reorganisation, would bring with
it some teething problems. Nevertheless LTPs have, in the main delivered more joined-up transport policies,
and, insofar as the capital/revenue issue allows, led to a greater degree of integration between hard and soft
policies and other community strategies with transport implications. Authorities designated as excellent under
the CPA process generally concluded that Annual Progress Reports should be prepared locally
notwithstanding their relief from certain aspects of that requirement. Given that LTPs are relatively all-
encompassing and follow outline guidance on a wide variety of possible content, it is inevitable that various
special interest groups both within the transport and in other related fields will have monitored LTPs and
APRs closely to see if their interests have received a “fair share” of column inches and/or spending
commitment. Also, there is a constant pressure for additional duties and targets to be added to LTP content
and delivery, such as the questioning this month from the Commons Environment Audit Committee about
whether climate change should have been given or be given greater emphasis, for very good external reasons.
The Association’s agreement with Government is to reduce the burden of reporting duties placed on local
authorities, so any additional requirement to monitor delivery of an existing or new element of LTPs will need
to be matched by the removal of at least one existing requirement.

LTP Performance Management Regime

11. As already mentioned there is a constant pressure to add to reporting, monitoring, marking and league
tabling for various reasons, both political and financial. These pressures have been felt in the field of LTP
production. Performance monitoring is particularly diYcult to undertake fairly where content of individual
plans can vary so greatly because of geographical and other reasons. For example the delivery of one large
infrastructure project over several years will have to be monitored in a diVerent way to the delivery of a
continuous programme of small improvements each year, and which will have very diVerent local outcomes.
The Association is pleased that the APR process is to be simplified in the second round of LTPs in line with
the agreement to reduce burdens.

April 2006
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Memorandum submitted by the Local Government Technical Advisors Group

TAG is a professional body representing over 300 senior technical oYcers of Local Authorities in
Districts, London Boroughs, Metropolitan Authorities and Unitary Councils in England, Wales and
Northern Ireland. Responsibilities of our representative Councils include highways, traYc, transportation
and parking and often town planning and economic development, land drainage, coastal protection and
environmental services often including waste. They also often include buildings (on behalf of other front line
service departments) building design/architecture, building control, cleansing, leisure and property assets.

Local Highway Authorities are responsible for around 88% of roads in England, which carry
approximately 65% of car traYc and 34% of heavy goods traYc in terms of vehicle miles and a much greater
proportion in terms of trips. Additionally, local authorities have responsibilities for other highways
including footpaths, bridleways and cycle tracks and play key roles in the planning and delivery of public
transport. All journeys by their nature begin and end on the local highway network.

Similarly and more importantly, in the overall national context of provision of eVective transport—the
majority of public transport and almost all walk and cycle trips are accommodated on local highway
networks.

The quality and condition of local highways are highly variable which may not only be in part a factor in
the determination of the choice of travel mode but also in the occurrence of accidents. Significant investment
through the Local Transport Plan (LTP) process has resulted in improvements; particularly in safety and
continuation of funding will be a significant factor in achieving further improvement. Funding maintenance
of the highway network and balanced public transport remains problematic; the funds delivered through
the LTP have been welcomed but not permitted significant progress to be made addressing the backlog of
outstanding maintenance to fund a decent public transport system.

Furthermore we are well short of the required resources or even policy tools to deal with the consequences
or mitigation of road traYc growth, much of it generated by Central Government’s trunk road programme.
The diVerent level of order of magnitude of funding available for measuring maintenance standards through
to implementation of improvements between local roads and trunk roads results in significant distortions
in the transport system.

Our Initial Views on the Questions Raised in Your Letter are as Follows:

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

TAG welcomes the increased levels of local transport investment, which has enabled the delivery of the
majority of local planned projects. However there still appears to be a bias against providing enough funding
for public transport including light rail projects. It is considered that significant progress has been made
particularly in the road safety and accident reduction work areas. The initial upturn in investment in the
early years of LTP1 presented problems due to skill shortages, however sustained higher levels of funding
is allowing skill shortages to be addressed. Stability of future funding remains a key issue to ensure retention
and development of skills to provide eVective delivery.

One area, which remains problematic however is that of maintenance where funding has not been
suYcient to address the backlog of outstanding repairs, particularly with respect to reconstruction. Given
the on-going pressures associated with revenue budgets it would appear that increases in the maintenance
block will be necessary to address the problems.

Agreement by the Department for Transport to fund in part cost increases associated with major schemes
has been welcomed. However any unmet increases invariably results in pressure to seek funding from the
LTP block allocation, despite the potential consequential impact on targets.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

TAG considers that the formulaic approach to be generally an acceptable method of allocating transport
investment but it may need improving to reflect needs in diVerent areas better. The maintenance formula
has been in place for a number of years and it may be commended as a means of directing limited resources
to the areas of most need, however it is clear that the overall level of funds available for distribution is
insuYcient. There are also concerns regarding transparency associated with the use of the Best Value
Performance Indicators (BVPI’s) and the National Road Maintenance Condition Survey.

It is of concern that the BVPI’s, which are used to measure performance, have been subject to frequent
change and in the case of the highways maintenance BVPI’s the definition or method of data collection has
changed in almost each year. Refinement of any process is essential however such changes must introduce
instability and inaccuracy of measurement. Payment by results is acceptable but the method of
demonstrating success and the causal link between action and outcome must be clearly established and
consistency introduced.
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The benefit of the performance related component is less clear, for example an APR score of 74% which
was considered to be “fair” resulted in a 5% cut in allocation, which is not considered equitable. Similarly
it is unclear how an LTP initially assessed to be “promising” can move to being considered “very
promising” . If this component is to remain, greater transparency is required in the process.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

The ability of authorities to raise funding local transport infrastructure is very limited. The LTP process
provides reasonable access to funds for modest schemes, whereas major projects incur significant
development costs with little certainty of outcome despite local demands. Revenue support, even short-term
pump priming funding is highly problematic to secure.

Where land values are buoyant and development proposed, it is possible to secure contributions to local
transport projects through the planning system (Section 106) and in the case of highway works through the
Highways Act (Section 278). However, regeneration logically requires planned infrastructure provision with
certainty of funding and delivery often in advance of commercial development. The benefits of the transport
investment are likely to follow and be widespread, however there is no opportunity to recover funding other
than by central government through taxation.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

Competing demands invariably place budgetary pressures on transport revenue spend for local
authorities. New initiatives, such as Travel Planning and those associated with the social inclusion agenda
require additional revenue support, which needs to be guaranteed for the long-term. In terms of revenue
budgets such initiatives may often be considered to be competing for existing budgets. The bursary system
introduced for School Travel Planning is one example, whereby funding has been safeguarded for transport
and may be applicable for other areas, provided the funding stream is maintained in the long term.

Maintenance funding is primarily determined by the condition of all-purpose highways and revenue
budgets are directed accordingly. Given the limitations of funding resources, the ability to adequately
maintain other highways such as cycle tracks, bridleways and footpaths, which are essential to the
promotion of alternative travel choices, is reduced.

The ability to fund balanced transport strategies and arrest the decline and grow public transport requires
a considerable increase in revenue funding accompanied by some fundamental changes in the legislation
covering provision of bus services outside London.

ODPM revenue funding is generally considered adequate for its intended purpose but there is little
evidence of crossover between routine activities and specific transport projects. Greater flexibility on
permissible spend for both ODPM and DfT funding would be welcome as well as additional resources
certainty of long term funding support.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

The fundamental diYculty with the current approach is the pressure to submit a Major Scheme Business
Case as soon as possible, as this is the only method by which promoters can determine whether their scheme
is likely to be successful in attracting funding. This can result in schemes being submitted at the preliminary
design stage, with significant uncertainties associated with for example utility apparatus and possibly
ground conditions, resulting in poor costings for the project. This cost estimate, including the Quantified
Risk Assessment is likely to be flawed but remains the baseline cost used by the DfT which may view, any
variations to then be the responsibility of the promoter.

Preparation of the MSBC is in itself an extensive and expensive process given the associated rigorous
appraisal and assessment process. It is perhaps a mark of the importance attributed to the many local
schemes submitted, in the knowledge of the limited funds available, that promoters are not deterred by the
significant costs involved. Nevertheless, the process can be considered to be wasteful of scant resources and
any improvement, which could result in the earliest indication of likely acceptance, would be welcomed.
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In Terms of Local Transport Planning:

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The final guidance for LTP1 was issued late as were elements for LTP2, which did not assist their
production. These diYculties are exacerbated where LTP’s are produced in partnership, requiring
agreement from all plan partners to amendments. Improved integration on a regional basis would be
desirable, but will require longer development periods.

The focus of the LTP has changed with greater emphasis being placed upon delivery planning. However,
the level of detail requested for the full period is of questionable value, as in the future certainty of delivery
must diminish and local priorities inevitably change.

There appears to have been increasing pressure towards convergence with the development of LTP2.
Many LTP’s have very similar content, which may weaken its perceived relevance to local communities. The
degree to which each authority makes progress against each of the national government policies must be
determined at the local level, if it is to be seen to have relevance. Greater flexibility in recognition of local
priorities would benefit.

The preparation of the LTP and on-going monitoring process is becoming increasing prescriptive and
consuming significant resources. The need to plan and monitor progress is accepted however a balance needs
to be stuck and it is considered that the current system is too heavily focussed on control.

Where timescales are shortened, for whatever reason, the ability to engage directly with local communities
invariably suVers. Ideally, greater community participation should be built into the development process
but this will only be beneficial if coupled with the flexibility to reflect local priorities.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

It is considered that LTP1 has made a diVerence, however that diVerence is proportional to the sums
invested and can readily be masked by economic and socio-demographic changes.

The Government’s Transport Strategy is strongly embedded into the second round Local Transport
Plans. DfT guidance was clear in this respect, however there remains an element of doubt regarding the
commitment to all elements, given that some may be considered to be locally unpopular.

TAG considers that more can be done to integrate transport policies into other the work of other
government departments and thereby provide additionality.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

The need for performance management is accepted but the APR process is considered to be overly
mechanistic. To provide accurate five-year forecasts of detailed outputs by individual scheme is not
considered practical and is likely to result in failure. Programs need to be responsive to external events and
it is equally impractical and wasteful of resources to develop programs of works for the whole five-year
period in significant detail. Additionally, the current system can focus on specific failings whilst not
necessarily giving suYcient recognition to those elements which have exceeded predictions.

Reliance upon BVPI’s with their ever-changing measurement methodologies can result in authorities
suVering because of external economic and socio-demographic factors. Where local indicators have been
developed to overcome the perceived shortcomings of the BVPI’s they are ignored for measurement
purposes. Where changes are made to methodologies no guidance is provided regarding how trends are
expected to be accurately reported.

How successful is the balance between infrastructure projects and travel planning initiatives?

Infrastructure projects deliver tangible benefits across a number of policy areas but cannot be the solution
for transport issues. Travel planning initiatives (together with public transport improvements) oVer an
opportunity to change travel behaviour and influence travel choices. Progress is being made however access
to the necessary additional revenue funding could be a limiting factor, which needs to be addressed.

TAG also considers that further work is required to embed consideration of transport implications early
in the decision making process of all service delivery.
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In conclusion, TAG considers that Local Transport investment is essential for good transport and a
healthy economy. Transport problems require local solutions and an appropriate balance needs to be struck
between investment in local and national transport infrastructure. Investment in nationally significant
projects should not be at the cost of local investment. Capital investment needs to be supported by adequate
revenue funding and investment needs to be sustained for the long-term.

The costs associated with the development of major schemes is significant and it is a measure of the
demand for such local schemes that promoters are willing to incur the costs at risk, but eYciencies need to
be introduced to reduce abortive and wasteful use of resources.

The LTP process oVers the opportunity to engage with the local community to determine local transport
priorities. However, the current system aVords insuYcient opportunity for eVective engagement and is
increasingly being directed by central government targets, which may not therefore be considered relevant
by local communities. The development and monitoring processes are resource intensive and may be better
focussed on community engagement, aVording highest priority to issues of local concern.

Travel planning oVers an opportunity to address travel behaviour and influence travel choices but
requires revenue support, which is likely to be diYcult to secure under current arrangements. Appropriate
models of service delivery can have the greatest influence on travel demand and more needs to be done to
raise the transport implications decisions at the earliest stages of decision making across all policy areas.

25 April 2006

Witnesses: Mr Pat Hayes, Director of Borough Partnerships, Mr Mark Bennett, Head of Borough Funding,
Transport for London; Councillor David Sparks, Chairman, LGA Environment Board, Councillor Tony
Page, Transport Spokesperson for LGA Environment Board, Local Government Association; Mr Bob
Donaldson, Transportation Manager, Sunderland Council City, Technical Advisers’ Group, gave evidence.

Q52 Chairman: Good afternoon to you, gentlemen.
Have you had time to collect yourselves to the extent
that you can tell us who you are?
Mr Bennett: Mark Bennett, Head of Borough
Funding in Transport for London, responsible for
the Local Implementation Plan and the Borough
Spending Plan processes.
Mr Hayes: My name is Pat Hayes. I am Director of
Borough Partnerships at Transport for London so I
oversee the borough funding and planning
processes.
Cllr Sparks: David Sparks. I chair the Environment
Board at the LGA which covers transport, planning,
housing and waste.
Cllr Page: Councillor Tony Page. I am the Labour
Group transport spokesperson on the Environment
Board of the LGA.
Mr Donaldson: I am Bob Donaldson. I am
transportation manager for the city of Sunderland
and today I am representing the Technical
Advisers’ Group.

Q53 Chairman: Does anybody have anything they
want to say to us before we begin? No. Can I ask the
LGA this: how did you help the department decide
on the shared priorities for Local Transport Plans?
Cllr Page: We had a series of meetings with oYcials
at the department at a time when meetings were held
more frequently with the department. There was a
good deal of collaboration and give and take around
the determination of the shared priorities.

Q54 Chairman: Do you think that is a move away
from a localised agenda to a centralised agenda?
Cllr Page: No. It reflected the priorities that had
worked their way up from local authorities, I
would suggest.

Q55 Chairman: It did not seem to feature climate
change and economic performance very highly, did
it?
Cllr Page: Climate change is not one that features
specifically. Having given evidence to the
Environmental Audit Committee recently, they
raised that with us and we accepted that that is an
issue of now increased concern that perhaps could
have been reflected in the priorities, but at the time
that was not the case.

Q56 Chairman: Can I put that to London? In the
London Local Implementation Plans, what priority
is given to climate change and economic
performance?
Mr Hayes: Starting with climate change and
sustainability, we would be the first to acknowledge
that the Mayor’s transport strategy, which
is the over-arching document which Local
Implementation Plans relate back to, is probably
lighter in the area of sustainability than we would
now like it to be in terms of the review that is about
to start. This is clearly an area that we will build
more into. That is not to say that the Local
Implementation Plans are not now being brought
forward. There is a considerable emphasis in terms
of things such as green travel, travel demand
management et cetera, so we have managed it
through the process possibly more than is set out in
the original Mayor’s transport strategy. This
document now relates back to 2001.

Q57 Chairman: The department’s guidance suggests
that other quality of life issues, whilst not key
objectives, are no less important. How do local
authorities interpret that mixed message?
Cllr Page: On the ground, local authorities always
have given a high priority to issues of the general
environment, noise and pollution particularly. My
own authority is not rare in the fact that we monitor
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air quality and noise at select points around the town
and have done for many years. That is built into the
monitoring process and the reporting process as part
of the Local Transport Plans. Whilst we might not
write “climate change” in neon over it, the issues that
go to make up concerns around climate change are
very much a priority at local level but bringing it
together in terms of the wider climate agenda has
perhaps been—

Q58 Chairman: They are including things like
sustainable communities, quality of public spaces,
conservation and biodiversity and they talk about
noise and those sorts of things which had been part
of your previous plans. Had you considered any of
those? Do you think it is a mixed message?
Cllr Page: It is in danger of being too prescriptive.
We, as local government, do not necessarily want to
see everything prescribed in great detail from central
government and the guidance in the past, I would
suggest, has allowed local authorities to exercise a
degree of flexibility to reflect their local priorities.
Cllr Sparks: I think it is fair to say that the big
problem in relation to transport and climate change,
when it comes to local authorities, is that local
authorities when looking at transport have been
overwhelmed by problems of congestion, lack of
infrastructure et cetera. At the same time those same
local authorities and the LGA as an association has
been giving an increasingly higher profile to climate
change. That was the reason why we set up an
Environment Board and we put planning, transport,
housing and waste together. We are involved in
considerable discussions with the government on the
whole question of sustainable communities, of
which a large part is to do with the adequate
provision of transport infrastructure. That has been
the main driver to look at new ways of financing
infrastructure but the problem is this has not been
made explicit in local transport policies to the extent
that it could have been.

Q59 Clive EVord: Can I ask Transport for London
why it has taken so long to move from production
of the Mayor’s transport strategy and the guidance
document in July 2004 to the production of local
implementation plans? It is two and a half years.
What has been the impact of the delay?
Mr Hayes: This was a major step change, a move
forward, for local authorities in London in terms of
having to look strategically at their transport
priorities. Put them within a subregional context and
all of a sudden it is perhaps an issue of climate
change but around sustainability, integration of
“public transport” which previously was operated
by London Transport and the things they did
themselves in terms of the borough road network.
This was a challenging task for local authorities. The
fact that we are now in a position of having a number
of LIPs, Local Implementation Plans, agreed and
there is a huge tranche in the pipeline so they will all
be agreed by the end of this year is a major step
forward for London in terms of the amount of
thinking the boroughs have had to do. I think it is

also fair to say there was a considerable uprating
exercise in terms of the boroughs getting the capacity
to produce these Local Implementation Plans. It has
involved them in the main in having to take on or
train people to do this. There has been an increase in
capacity and they were not well placed to do this
exercise to start oV with. We are now in a position
where the capacity has been built up in local
authorities and in terms of London there is now far
greater knowledge and awareness of transport
planning both at the very grass roots level within the
boroughs but also how it fits into regional structures
and regional strategies.

Q60 Clive EVord: How much has the Mayor’s
transport strategy been informed by dialogue with
the London boroughs? Is this a sort of top down
imposition which really imposes the shape of the
Local Implementation Plans on local authorities or
is this a two way thing? Have any of them been
rejected?
Mr Hayes: It is very much a two way process. The
Mayor’s transport strategy sets the overall
framework and we are working with the boroughs at
the moment in terms of getting their plans to a
position of being agreed; then we look and identify
their local priorities within this overall framework.
This has been one of the things that has been very
positive in that it has enabled local authorities,
within the overall guidance of the Mayor’s strategy,
to see what we need on the ground, what are our
local priorities and how can we work these up into
detailed planning. I think it has delivered a degree of
discipline of thought around that and in identifying
where the funding will come from. One of the things
that we have also done is to integrate what was
previously our borough spending plan into the Local
Implementation Plan process so that local
authorities can now do specific schemes through
their Local Implementation Plans. There is a direct
link between the strategy and funding and that is an
important element of local subsidiarity.

Q61 Clive EVord: Can I ask the LGA if they would
welcome the Department for Transport playing a
hands on role similar to TFL with local authorities
in coming up with their Local Implementation
Plans?
Cllr Page: I would not like to suggest that there is a
similar relationship between the DFT and individual
local authorities, no.

Q62 Clive EVord: Would you like the Department or
Transport to have a closer relationship in developing
those plans?
Cllr Page: It is always welcome to have the DFT
involved in discussions about the development of
local priorities, yes, if that is then accompanied with
a buy-in from central government in terms of grant
assistance and a realistic financing regime but clearly
if it is not accompanied with appropriate resourcing
I would not see any purpose in that exercise.
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Q63 Mr Clelland: Councillor Page is choosing his
words very carefully. I would have thought the
answer would be “definitely not”. However, is there
not room therefore for some sort of similar type of
structure in the regions to what we have in London?
For instance, could there be a Transport for the
North East, a Transport for the West Midlands, a
Transport for Yorkshire and Humberside?
Cllr Sparks: It is an extremely live issue now in
relation to city regions. I am also from the West
Midlands, as you know, David, but I am not a
politician. As far as I am concerned one of the tasks
of the developing city region in the West Midlands
will be to try and make sure that transport is at the
very centre of the whole project in terms of a city
region, not just because of questions of congestion
and movement but because it is absolutely essential.

Q64 Chairman: I am going to cheat a bit. Mr
Clelland did ask you not just about city regions
because within the north east that would not be a
region; he asked you about a regional authority.
Cllr Sparks: I will give you an LGA answer then.
The LGA answer is that the LGA does not have a
policy in relation to regions and it would depend on
the local circumstances as to what machinery would
be adopted. It so happens that in the West Midlands
it would be a subregional one based on a city region.
Chairman: We have the city region bits. Some of us
who are not part of them are getting a bit worried
about these city states.

Q65 Mrs Ellman: How have the continual changes
the department has made on the Local Transport
Plan process aVected local work? Have they created
big problems?
Mr Page: I am sorry, I did not catch all of that.

Q66 Mrs Ellman: The Department has made
continual changes to the local transport plan
process. Has that aVected the working of them?
Mr Page: Not so much at elected member level but
I think that it has had a major impact amongst
oYcers, yes, so it is perhaps one more for the
societies. Coming from an authority that has been
regularly ranked, outside London, in the top three of
LTPs, we have taken advantage of unitary status to
plough our own furrow, and that means that there
has been a considerable amount of local leadership
and we have therefore used the guidance as best we
can to mould it to our local priorities, but I know for
other local authorities who are more reactive in the
way that they deal with these things it has caused
problems.
Mr Donaldson: I think what is perhaps of more
concern is the timeliness of the advice that
accompanies those changes and that has been
reflected in the comments that have been passed to
me. In the past it has been felt that certain advice has
come late in the process and caused diYculties for a
number of authorities.

Q67 Chairman: So it is not just the timing and the
change, it is the fact that the advice on the changed
circumstance is not given to oYcers until much later
down the scale; is that it?
Mr Donaldson: Yes in certain cases the detail is not
provided suYciently early in the process and that
causes problems. Often I would suggest the intention
to change is signalled and we are aware of that, but
the detailed advice may be some way further down
the line, and I believe that that happened both under
LTP1 and LTP2.

Q68 Mrs Ellman: This is to the LGA: why do you
believe that some local authorities will have great
diYculties in funding local transport plans? What is
the particular reason?
Mr Page: It links to one of the questions you had in
the previous session about the Lyons Review which
is a much broader issue than local government
finance. We have a capricious capping regime which
has been applied as arbitrarily as previous
governments have applied it and that does present
major problems to local authorities, particularly on
the revenue side of our activities, and even if there is
a will to spend extra revenue on, for example,
concessionary fares or using fully our prudential
powers, we may well find that simply within the
current capping regime that is precluded. That is a
major problem, and I hope very much the Lyons
Review, and indeed the LGA hopes very much
that the Lyons Review will come up with
recommendations for additional sources of funding.
We certainly very much agree with the comment
Neil Scales made at the end of the previous session.

Q69 Mrs Ellman: Are there any other
recommendations you would like the Lyons Review
to come up with in relation to the funding of
transport?
Mr Page: Certainly we will be presenting some very
shortly and it might be more appropriate for David
to say something about the work that we have
currently commissioned.
Mr Sparks: The situation on this one is that we have
been in discussions with the government for several
years now to try and move this whole question of
local authority finance forward. This is before
Michael Lyons was given the job to review it. One of
the things that we particularly focused on is to try
and ensure that where there is gain from
development that the gain from development goes
into transport infrastructure amongst other things.
The Government have focused on the Planning Gain
Supplement as a means of doing this. We have got
queries about that, but our involvement initially in
that exercise was not to just focus on one particular
solution; it was to try and make sure that we looked
at diVerent solutions. The fundamental point, as you
are more than aware since you were the leader of
Lancashire County Council, is that local authorities
are far more restricted now in terms of the amount of
leeway they have to raise finance. If you are talking
about, for example, climate change, we have flagged
up with the Government that there is insuYcient
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money allocated in the Comprehensive Spending
Review for that block of expenditure which deals
with that particular item. I would suggest that we
give you a paper on this because there are an awful
lot of dimensions to it. One final point: we have
commissioned Tony Travers to have a look at
producing a new paper on transport to try and move
the current sterile debate that we have had in terms
of deregulation or reregulation, or whatever, to go
beyond the past arguments. To answer the point
earlier on about London, we want outside of
London the benefits that London has got whilst
recognising that the conditions outside of London
are diVerent, and that we need to take into account
local circumstances. We acknowledge that Crewe
might be diVerent from Stoke-on-Trent.

Q70 Chairman: Crewe is the centre of the world, Mr
Sparks, that is the only thing you need to
acknowledge!
Mr Sparks: I will not disagree, not today anyway!
That is the whole point. It does not matter whether
you are talking about regions or sub-regions, our
business is helping the locality and local
communities.
Chairman: You have now started Mr EVord. Mr
EVord wants to come in on this.

Q71 Clive EVord: Frequently I hear people from
outside London say that they look longingly on the
powers that London has and wish they had them.
What specifically are you talking about?
Mr Page: We are talking about—

Q72 Chairman: Very briefly, Mr Page, we have not
got 40 minutes for an exposition on local
government financing.
Mr Page: I was not so much talking about finance,
Chairman, it is to do with powers. It is really
something that you will also be addressing in your
subsequent inquiry on bus regulation. It is the ability
to be able to specify networks, frequencies and fares
and integrate in a way that achieves objectives
connecting with trains and other forms of public
transport in a way that we do not have outside
London. We have a commercially led system outside
of London with perhaps 15% tendered services
which we can control. The rest is determined by the
bus operators. Fares, frequencies and networks are
all outside of our control. We need to be able to
either control or heavily influence those in a way that
the Mayor and TfL can.

Q73 Clive EVord: Is that the fault of the private
sector or is that the fault of the passenger transport
executives? For instance, if I were to point to
Brighton, they have been extremely successful in
developing quite an extensive network of improving
their bus services in partnership, without those
powers.
Mr Page: These are historic examples where they
have always had good performance, I would suggest.
I would challenge anybody to show me an example
outside London in deregulated Britain where they

have gone from having poor transport provision 20
years ago to having excellent public transport
provision now. Brighton has always had very good
public transport provision. Reading, where I was
chairman for 20 years of a bus company which was
municipally owned, it has always had good public
transport, so we have survived in spite of not because
of deregulation.

Q74 Clive EVord: Those powers that you do have
such as workplace levies or congestion charging you
have not used. Why is that?
Mr Page: In short, because we cannot recycle the
benefits in the way that London can. If we were to
impose a congestion charge that resulted in a modal
shift to public transport, how would we under the
present legal regime be able to get a penny of the
profits? At the moment the Mayor takes the
proceeds from public transport. It is subsidised, I
accept, but the fact is outside of London all the
money would go to the bus operators, and unless
they agreed to pass some over we would not be able
to get any and what is more we would still have no
control over the bus networks, frequencies or fares.

Q75 Clive EVord: Is “we” Reading or the LGA?
Mr Page: “We” is the LGA in this sense. I speak very
much for Conservative councillors as well.
Chairman: You made that point. Mr Scott?

Q76 Mr Scott: A question to the LGA and TAG: do
you welcome the move to 100% grant funding for
major schemes and what impact will this have in
practice?
Mr Donaldson: Yes of course we must welcome that.
However, I do not think that is the main problem or
the main issue for authority-commissioned schemes.
As was mentioned in previous evidence, it is the
timeliness in terms of the decision and the risk. The
scale of funds involved can be quite significant. In
Sunderland, for example, there are two schemes in
the decision process. One is in the order of
£13 million and the development costs to date are of
the order of £850,000. The more recent scheme,
which is seen as key to regeneration and would
involve a new bridge crossing of the River Wear,
estimated at around £67 million has incurred costs
and development costs to date in the order of £2
million. These are significant sums and present a
significant burden to the authority, at great risk. The
costs are incurred by virtue of the level of
information that is required to be submitted at an
early stage before the promoter really has much idea
whether he is likely to be successful.
Mr Scott: How appropriate are the “supported
borrowing improvements”? What part do they play
in enabling the local transport plan to be delivered?

Q77 Chairman: Somebody have a go.
Mr Sparks: The situation on that one is that it goes
back to the point made earlier on. The financial
situation that faces many local authorities is such
that they cannot take advantage of extra schemes to
invest in transport. It is as simple as that. Until there
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is a fundamental review of local government finance
and local government powers and essentially the
freedom of local authorities to, quite frankly, get on
with it, you are always going to have a problem.
Mr Donaldson: I think the movement towards full
grant support as opposed to borrowing would also
be of assistance to local transport schemes.

Q78 Mr Clelland: I assume that the LGA and TAG
would argue that the £5 million threshold is too
restrictive in terms of major schemes, so at what level
do you think it ought to be set?
Mr Page: I cannot remember but it is many years
since it was fixed so I would have thought at least
double that, considerably more, but that is a
personal view.
Chairman: Any advance on £10 million?

Q79 Mr Clelland: There is no methodology behind
that?
Mr Page: No, it was an arbitrary figure then and it
remains an arbitrary figure.

Q80 Chairman: It is the principle that you all accept
but you are not setting a band within which the
ceilings could be reapplied? Is that what we are to
understand? I think a nod means yes.
Mr Page: Yes.
Mr Donaldson: Perhaps further analysis is required
and we certainly do not have that information to
hand today.

Q81 Mr Leech: Do you think there is an argument
to say that in diVerent parts of the country the level
should be diVerent depending on the size of the
transport authority?
Mr Page: Clearly there is an argument for that.
Some of us would go further and say that perhaps
there should be—a point that Councillor Sparks
made—a review of local government finance. We as
local government are far too dependent on central
government grants. We need a system that turns the
whole thing on its head. We should have a system
where a minority of our income comes from central
government grants and we are raising more money
locally from individuals, the private sector, and from
regeneration, and using schemes that the Continent
have used for many years and getting away from
being the “grant junkies” that we currently are. We
look at it far too much in terms of how much money
we get from central government. Hopefully the
Lyons Inquiry might enable a more radical
departure and then the debate about what we are
able to do might focus more on raising money locally
from a variety of diVerent sources rather than from
central government. Central government’s role
should be in grant equalisation, in my view, and
assisting those areas of the country with high levels
of unemployment and other structural problems.

Q82 Mr Clelland: I am not having a go at London,
it is just a question. Is there a similar threshold for
major scheme proposals for the London boroughs
and, if so, what level is it set at?

Mr Hayes: The arrangements in London are so
diVerent that there is not a threshold at which a
project has to go to us or anyone else. The borough
is self-financing and clearly they can do that. We
allocate money through the borough spending plan
process at the moment. In terms of the major
projects that we take forward, because of the
Mayor’s powers and the Mayor’s income-generating
powers, eVectively, we can push forward a major
project if we can fund it using the things that we have
access to, whether that is borrowing and that is part
of the money we have and the decision processes
around that.
Mr Bennett: I would like to amplify what Mr Hayes
has just said in that boroughs do approach us for
money from schemes that raise from £5,000
upwards. If it goes beyond the £2 million we do
expect slightly more detail according to a business
case development manual that we have so that we
can actually explore the value for money—
Chairman: So you do have parameters which apply
to the boroughs?

Q83 Mr Clelland: But perhaps not as restrictive as
the parameters that face the members of the Local
Government Association?
Mr Bennett: I am not an expert but I understand that
they are not as quite as complex as the LTP process
requirements.
Chairman: Mr EVord wants to question that.

Q84 Clive EVord: There are certain aspects of
transport in London that it is impossible for local
authorities to influence. You are as tied up in
contracts with bus providers, for instance, as
anybody else. I find it impossible to get you to alter
routes through my constituency. My experience has
been all of the problems that have been described by
transport authorities outside of London. Is that
true?
Mr Hayes: In terms of bus network development,
the significant diVerence is that we specify the routes
and we can determine where those routes go. We
enter into contracts simply for the operation of those
routes. If we have the funding and decide that it is
appropriate, then we extend the route and extend the
contract. There are some issues around varying the
contracts and things like that but they can all be
worked through.
Chairman: It is a fundamentally diVerent system. Mr
Stringer?

Q85 Graham Stringer: Three or four very quick
questions. Can you put a figure on the cost
nationally of the ineYciencies or even just the costs
of the local transport plan funding system? We have
got a lot evidence qualitatively that it costs money.
Has the LGA done any work to say what that figure
is? If not, why not?
Mr Page: I think the short answer is that we do not
have those figures. I am not aware that that has been
raised as an issue by our members. The point I would
make, as someone who has been actively involved in
the local transport planning process, is that any
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good local authority should be doing most of that
work in any case. Even if you were not bidding for
central government funds, the process of taking
forward local transport planning requires a strategy
and it requires transparent policies and plans. It is
one area of prescription that the government lay
down that I do not think most local authorities have
a problem with because you would need to do the
work in any case is what I am saying.

Q86 Graham Stringer: Possibly I am not being clear
enough. In terms of the funding regimes that give
permission to schemes over £5 million, we have
heard that there are a lot of costs associated with
delays over getting agreement and delays caused by
too much involvement, all sorts of issues like that.
Have you worked out the costs of those? I am sorry
if I was not clear in the first question.
Mr Sparks: We have had feedback from individual
local authorities that this is a considerable problem
but they have not quantified it.

Q87 Graham Stringer: Would it be possible for you
to?
Mr Sparks: We will try and do that.
Graham Stringer: It would be very helpful if you
could give us some sort of figures. I think I am asking
a very similar question to the questions that Mrs
Ellman and Mr EVord asked but I will ask it
anyway. What would a really good scheme and
process for local transport planning and funding
look like? We have heard this afternoon about the
problems of the current scheme. What would a very
eVective and eYcient scheme look like?

Q88 Chairman: Somebody: Mr Donaldson? Mr
Sparks?
Mr Sparks: I think what we would say based on the
work that we have done on climate change is that the
local authority would need to have a plan that
included transport but related transport to a whole
variety of other goals, objectives and policies, be
they to do with social inclusion, be they to do with
climate change, energy eYciency, or whatever, so
that we looked at it in its totality and we go totally
beyond where we are at the moment.

Q89 Graham Stringer: And would it have much
involvement from the Department for Transport?
Mr Sparks: We would hope that by that time the
Department for Transport, through a more
integrated approach by central government as a
whole, would have an input. The problem you have
got with central government in relation to this
particular field is that we do not just want the
Department for Transport. We want the
Department for Transport and other departments to
join with us in an integrated approach. That is why
we are pushing local area agreements to be more
sophisticated and expanded documents.
Mr Page: There is also the additional point within
the existing regime where you are using it to bid for
government grant. That is one aspect but ideally,
you should have a more flexible system whereby the

local transport plan could be used to inform
decisions, for example around the whole issue of
Planning Gain Supplement, section 106 agreements.
A good local transport plan can be a very eVective
tool in maximising a developer’s contribution.
Indeed, many developers are more than happy to
contribute when they see that the local authority has
got a good plan. It is the point I was making earlier.
We would need this as a tool with or without it being
used for bidding for government funds. I would like
to see a much freer financing regime so that the LTP
was only required to bid for really substantial
projects that required government support, like a
new light rail network or a major tunnel or indeed
even an airport, although I realise that is a more
sensitive area, those sorts of really major capital
projects that were perhaps of regional or indeed
national importance. The rest of it we should be able
to raise locally from a freed-up local financing
regime.

Q90 Graham Stringer: At the end of the evidence
session from the PTAs, at the very last question the
witnesses got very excited at the prospect of having
highways powers transferred to them. What is the
view of the LGA about taking highways powers out
of directly elected control?
Mr Page: You mean taking it to another body?

Q91 Graham Stringer: Taking it to a PTA.
Mr Page: A PTA is not an unelected body.

Q92 Graham Stringer: It is not directly elected.
Mr Page: It is not directly elected but there is a long
tradition of sharing the exercise of power. Personally
I do not have a problem with that. The work that
David Sparks was referring to that the LGA has
commissioned looks at this. I accept that this is in the
context of city regions, Chairman, but nonetheless
the principle could be extended to shire counties as
well. The way of overcoming the present ridiculous
local authority boundaries that we have which
militate against eVective transport planning would
be to create a wider PTA-equivalent area, and that
could be created in shire counties as well as city
regions. That would require authorities to cede
power up to a higher level. Personally I do not have
a problem with that.

Q93 Graham Stringer: Are you speaking personally
or for the LGA?
Mr Page: I know I am speaking for probably the
Labour and Liberal groups on the LGA. Do you
want to have a diVerent take?
Mr Sparks: I will give you an LGA answer. The
situation in relation to the Local Government
Association is that we would genuinely be interested
in looking at any mechanism that encouraged the
development of transport in our local areas but it
would have to be and it would have to include local
democracy. It would have to involve local councils.
We would not be in favour of, as it were, unelected
bodies taking powers away from local government.
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Q94 Graham Stringer: And does that apply to
unelected bodies that have elected people on them?
Mr Sparks: No because in the development of, for
example the city region in the West Midlands, the
key factor there has been the proposed involvement
of the not just seven district councils but the
proposed involvement of local councils through
their leaders and leading members and oYcers in any
executive body that oversaw any functions that are
conducted solely within individual local authorities.
It would be matched or would have to involve the
evolution down, shall we say, from central
government of extra powers back to local
government. That would be shared because we
recognise that when we are talking about transport
in particular we have to go across administrative
boundaries and therefore it is in the interests, say for
example, of my authority Dudley to have a
relationship with Sandwell, Birmingham, Walsall
and Wolverhampton to improve the transport
network for our citizens than it would be if it was just
giving Dudley Council extra powers.
Mr Page: The government oYces at the moment
operate on the basis of urban area packages in many
areas where they take an urban centre and will
involve adjoining districts in those discussions.
Those are eVectively informal discussions that are
arbitrated by the regional oYce. What we are talking
about is having a much more transparent and
democratically accountable structure that would get
a proper buy-in from adjoining authorities as well.

Q95 Mr Clelland: So that would be diVerent from
the Transport for London model then?
Mr Page: Yes.
Mr Donaldson: If I can add my experience, which is
not particularly of this type but working with Tyne
& Wear, I have seen a lot of frustrations coming
from colleagues on the LTP in terms of the delivery
of bus priority measures, which we heard mentioned
in the earlier evidence. I can understand their
frustration but the frustration often arises because of
the need for public engagement and involving the
local community in the development of the
proposals. I was questioning myself about the
current transport plan and the proposal to introduce
a bus lane in Sunderland which was in the local
transport plan as a proposal and yet we had not
consulted local members on that in any detail. It was
just there indicative as a principle. However, the
process that is given to us in developing our
programmes requires us to go in some significant
detail and that is a clear tension.

Q96 Chairman: Yes, that is helpful. I want to ask you
a slightly diVerent thing. Are the separate funding
arrangements for capital and revenue expenditure
appropriate? No? No answer?
Mr Page: I would say they are appropriate
providing we were not subjected to the capping
controls that I referred to earlier.

Q97 Chairman: So you are asking for more flexibility
between the two budgets. How is that going to work
in practice?
Mr Page: I think there is already a fair amount of
flexibility that local authorities can exercise between
capital and revenue budgets.

Q98 Chairman: So what are you asking for? More?
Mr Page: More of both, yes.
Mr Sparks: The answer to this one is that we would
want more flexibility in relation to both capital and
revenue. When we are talking about the separation
of capital and revenue intrinsic separation is not a
good idea. It is not a good idea because it can lead
to extra capital expenditure that cannot be serviced
because of the restrictions on revenue expenditure.

Q99 Chairman: Should performance reports be
required annually, biennially, or triennially?
Mr Sparks: We think increasingly—

Q100 Chairman: “We” being the LGA?
Mr Sparks: We being the LGA. The LGA is
pursuing a consistent policy of trying to develop
local area agreements over a more meaningful
period than one year. We would be in favour of any
performance to be over a period of time that was
mutually agreed between central and local
government.

Q101 Chairman: With respect, that does not really
give me an indication, does it?
Mr Page: Longer rather than shorter I think he is
saying.
Mr Sparks: We are not in favour of increasing
controls and regulations on local authorities. We
want to reduce that as much as we can.

Q102 Chairman: I want to ask the LGA whether
your view that any new duty or target to be included
in local transport plans which was added in would
require the dropping of something else is an
unwillingness to adapt? It is all very well saying in
theory if you ask us to adopt a new target we want
you to drop one of the existing ones, but is that really
what you meant?
Mr Sparks: I am glad you have asked this question
because—
Mr Page: Is that what we said?

Q103 Chairman: I could quote to you what you
actually said but you were asking for a reduction in
the burden of reporting duties so any additional
requirement ought perhaps to be matched by the
removal of at least one existing requirement. All we
want to know is what you mean by that?
Mr Sparks: What is meant by that is that the Local
Government Association has an established
policy—and it can lead to diYculties—whereby we
are not in favour of extra duties being imposed on
local authorities, and if we have to have something
imposed on us we feel that there should be a
reduction in controls elsewhere. I want to flag this
up. This is a real issue which I think the Local
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Government Association needs to come to terms
with because there is a dilemma. In relation to
climate change—because this is something that has
been raised in relation to climate change—the
dilemma is that the Local Government Association
has an objective on climate change whereby we want
all local authorities to take this increasingly
seriously but at the same time we are against extra
duties in relation to climate change, which aVects
our credibility when we argue in favour of more
activity on climate change. So I think it is a dilemma
that we need to acknowledge and we need to have
another look at.

Q104 Chairman: In other words, it is one of those
sorts of things that people have said but when you
think that there might be extra duties you would
have to reconsider it? Is that what you are saying?
Mr Sparks: We also have an agreement, as I
understand it, with ODPM. I know that the ODPM
has now become another department but I presume
the agreement still stands that there will not be an
overall increase in the burdens.

Q105 Chairman: Councillor Page, all we are trying
to establish is whether you really mean it. If you
are saying under no circumstances can we be given
any extra targets or any extra jobs unless you take
away something, then we need to know that, but if
you are just saying do not give us a lot more work
without at least considering whether something else
can be altered, then we know where we are.
Mr Sparks: The precise situation is that the Local
Government Association is not in favour of extra
duties being imposed. It is not that we are not in
favour of doing more. It is the principled question
of more regulation of local government. It is not
necessarily my personal view but it is definitely the
view of the Association.

Q106 Chairman: We are assuming that you are
speaking for the LGA because that was what you
were asked to do. Do you think London boroughs
and local authorities have been able to secure the
funding necessary to deliver “softer” measures?
Mr Hayes: Through the BSP process we have put
a substantial raft of funding together which has
enabled London authorities to do a lot around soft
stuV. It is one of the things that we are looking to
bring forward in terms of looking far more now at
area-based schemes, multi-modal schemes, but a lot
of money has gone through walking, cycling and
environmental improvements and things have also

Supplementary memorandum submitted by Transport for London

Introduction

This memorandum is provided as a clarification of some of the points raised at the evidence session on
7 June 2006 with Dr Stephen Ladyman MP and Bob Linnard.

hit—and this was touched on earlier—non-
transport related outputs such as community safety
and broader regeneration services.
Clive EVord: Can I ask a question?
Chairman: Transport for London have made
extensive use of prudential borrowing—
Clive EVord: — That was what I was going to ask.
Carry on!

Q107 Chairman: How successful do you think that
is in practice?
Mr Bennett: The prudential borrowing that
Transport for London has had access to is, of
course, for its investment programme, part of
which funds the borough spending plan which is
what we are responsible for devolving down to the
local boroughs. We are also aware that some
London boroughs have their own prudential
borrowing that can complement that so there is a
matrix of prudential borrowing around London.
We think that works well and the investment
programme of TfL contains the more capital
elements, if you like, of the borough activities on
transport, but we do not necessarily feel restricted
between the explicit capital and explicit revenue
pot, particularly on softer measures.

Q108 Chairman: That is useful. Could we translate
those practices to somewhere else in the country?
Mr Bennett: I am not necessarily the right person
to answer that question, am I?

Q109 Chairman: Has there been any discussion of
the diVerences between the London system and the
other local authorities?
Mr Page: My understanding is that the capping
constraints that I have had referred to do not apply
in the same measure to TfL, but I stand to be
corrected. Certainly whenever we discuss the use of
the prudential regime it always has to be carefully
considered in terms of the revenue consequences
for the overall budget. It is not the fact that we have
not got the ability to be able to borrow that money.
It is the financing within the current restrictions
that are the problem.
Chairman: Mr EVord, a final question.
Clive EVord: That was it, I wanted to know about
the outside of London use of prudential capital.

Q110 Chairman: Gentlemen, you have been very
helpful. Thank you very much and next time we
will remind you about equal opportunities, and
gender balance, and boring things like that!
Mr Page: We stand rebuked.
Chairman: I think you sit rebuked, Councillor. The
Committee is adjourned.
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Update on the Number of Received/Approved LIPs

As at 27 June 2005, 19 Local Implementation Plans (“LIPs”) have been submitted to Transport for
London (TfL) of which five have been approved by the Mayor. TfL is expecting to receive a further 10 LIPs
by the end of July 2006. TfL has agreed that two LIPs would benefit from further work by the borough and
extended their submissions to the autumn, and the last two boroughs are scheduled to submit Final LIPs in
November 2006. The overall expectation is that the Mayor will have approved a LIP for each borough by
the end of the current year.

TfL’s Ability to “Draw Down Resources for Delivery at Local Level”

At the evidence session held on 7 June, Clive EVord asked whether the London local implementation
plans aVect the ability of TfL to draw down resources for delivery at local level.

TfL would not agree that LIPs aVect the ability of TfL to draw resources down for delivery at the local
level. TfL currently grants financial assistance to boroughs to invest in local transport infrastructure
improvements pursuant to the Borough Spending Plan (“BSP”) process, though this is not the only
mechanism by which TfL supports the boroughs. Future BSP funding is currently planned to be in the region
of circa £150 million per year, however, it is TfL’s intention to merge the BSP process with the LIP
arrangements so that the LIP arrangements become the means by which TfL allocates and grants BSP
funding to boroughs going forward. The merger of these two processes will:

(i) mean that the reporting by boroughs on their contribution and proposed contributions to the
delivery of the Mayor’s Transport Strategy under the LIP process will be more clearly aligned with
the funding TfL distributes to them;

(ii) be simpler to operate for both TfL and the boroughs; and

(iii) enhance an already impressive track record of overall borough funding by TfL and delivery by the
boroughs at the local level.

32 boroughs have submitted draft LIPs to TfL, on which TfL has already commented (the remaining
borough, Kensington and Chelsea, is an excellent authority with an impressive transport track record).
Therefore, all boroughs know broadly what TfL is looking for and this enables resources to be drawn down
eVectively to the local level. This process is further facilitated by annual guidance that TfL issues to boroughs
with instructions as to how best to prepare a funding request and what amounts overall by programme are
available. Boroughs deliver over 95% of the money allocated to them by TfL, with a record reached of 97.5%
in 2005–06. This is an outstanding record of drawing down funding to the local level.

TfL has kept DfT informed of major milestones relating to LIPs in London (eg issue of draft and final
guidance, overall timetables and process issues.

TfL believes its overall ability to continue to deploy resources to the boroughs is enhanced and made
simpler by the advent of LIPs. Their significance is likely to be considerable and they will improve an already
well-funded and well-delivered BSP track record.

July 2006

Supplementary memorandum submitted by the Local Government Association

1. This supplementary evidence is in response to the request from the select committee. Some of the
questions relate to technical issues on which the Association did not give a oral evidence and on which it
does not have published policy positions which correspond to the questions, and which appear to cover
policies with implications much wider than just local transport planning. Therefore it is not possible in the
limited time allowed, and with the resources available, to provide absolute position statements in most cases.

2. Since our original written and oral evidence was given the Association has published a major new
policy paper on the future of local government, “closer to people and places—a new vision for local
government”, which includes some proposals for funding which appear to be relevant to the committee’s
current inquiry and further reference to that document is made below.

LTPs—Cost of Delays in Approvals for Major Schemes

3. The Committee asked for additional information on the costs of delays associated with receiving final
go-aheads for taking forward LTP major schemes and the LGA witnesses oVered to provide some additional
information.

4. The Association does not have comprehensive information on file and based its original written
comments on some recent high-profile and costly examples involving light rail based schemes. We believe
that the most aVected authorities, which also gave oral evidence to the committee, will be responding
directly, in response to a similar follow-up invitation for supplementary comments, and have sought to
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establish whether the wider range of member authorities have experienced similar situations, in relation
either to specific major schemes or to the general principles involved in LTP bidding. As such this additional
evidence is a snap-shot of the recent experiences of some member authorities.

5. We understand that there is a widespread concern amongst authorities at the moment about the DfT’s
general delay in announcing successful major schemes, in order to consider regional funding priorities from
last December until at least this July. The announcement of new national initiatives historically has run the
risk that bidding and funding timescales do not match, or that decisions are delayed for a new round of
consideration of priorities in a diVerent context. Authorities may need to re-open tendering if deadlines in
tender bids have been passed due to an unexpected or over-long delay in go-ahead, and this will lead to
additional costs in many cases in view of the continuing high construction industry inflation in comparison
with the inflation rate which may be assumed within the national approval process. Where loan financing
continues for several years then the sums involved set against higher initial costs could be considerable. In
the future the DfT’s proposals for authorities to bear more of any cost increases will require very speedy
decisions from the Department in order to avoid potential disputes. An example is a bypass scheme in the
East Midlands where anticipated delays to a scheme from a commencement initially anticipated in 2006–08
could add £1.8 million to an initial cost of £14.1 million.

6. Other schemes reported recently include a road scheme in a southern coastal county provisionally
approved in 2002 and referred to regional funding prioritisation in 2004–05. This has borne scheme
development costs of £2 million plus more in a neighbouring county, blight purchase costs of £4 million plus
related administrative costs, and still with no clear final go-ahead. A public transport access improvement
scheme in a midlands growth town where a £5.7 million submission in November 2005 assumed a ministerial
decision quickly as it had been agreed in principle in 2004 by ODPM in connection with the sustainable
communities plan, to enable construction to commence in April 2006, however it now appears that a
decision may be made in July or the Autumn. This will lead to additional project management costs and
highways works costs due to inflation. The related real time information tender period has now expired.

7. The above are only a few examples. The committee should be receiving more information direct from
other authorities and the details of each can be complex so it is better that they are supplied direct
wherever possible.

Level of Grant Threshold for Major Schemes

8. The eVects of threshold levels, and indeed, variations in formula distribution, can be very diVerent for
authorities of diVerent sizes and with greatly varying budgets and whether there is a need to bid for
individual large scheme funding in a year. In that respect any threshold level is bound to be a compromise
which will begin to be eroded almost straightaway as inflation within the construction industry continues.

Direct Grants and Ring-fencing

9. The Association has an agreement with Government that it will seek to reduce the number of ring-
fenced grants used in local government funding. The LGA’s “closer to people and places” document states:

“Since the abolition of the Community Charge and the introduction of Council Tax, local taxation
has been seen by most as national in all but name. The plethora of ring-fenced funding, specific
grants and financial bid systems for national, not local, priorities limits the ability to allocate
resources locally according to local needs and circumstances”.

10. The LTP performance monitoring regime over five years makes it very unlikely that an authority
would reallocate significant sums of transport capital approved for a major scheme to another area of work,
as that would very likely lead to consequences for that authority’s funding in subsequent years. However
there are many pressures on revenue funding from many spending activities, including a number of
competing pressures within the overall local transport heading. The Association would oppose any attempts
to apply ring-fencing to revenue spending. However in any situation where capital spending is relatively
easier to achieve than revenue spending, which has been the case in the recent past, an ability to use more
of an authority’s capital allocation to meet what is currently deemed to be revenue spending but which may
be very closely related to major capital schemes would be welcomed.

Local Priorities and Shared Priorities

11. Shared priorities can never cover every area of local spending in detail, and in the Association’s oral
evidence we acknowledged the growing concerns about how climate change, for example, can be
incorporated into policy delivery more eVectively, but crucially in this and any other aspect of service
delivery, such as the management of the local parking service, without another layer of centralised
performance monitoring hurdles being added, which will require spending of precious revenue resources in
order to comply.
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12. The original aim of LTPs was to allow greater local discretion in the light of local circumstances,
policies and needs. It seems almost inevitable that, given the sums of public money involved, and the interests
of civil servants and national politicians in meeting DfT and other Departmental targets, that there would
be a continuous debate about the relationship between national and local priorities.

Revenue and Capital Funding Streams

13. In principle the concept of depreciation accounting would appear to have some advantages and
further work to identify the full range of implications of such a change is needed. Notwithstanding the
comments made above about the mismatch between capital and revenue funding at the moment, any move
towards full joining up of capital and revenue in circumstances where specifically approved major schemes
are involved, would need discussions through the appropriate mechanisms, which would cover other
spending areas as well as transport. Treasury conventions and the relationship between the Treasury and
spending Departments probably would need to be addressed before any substantive changes could take
place. On the other hand the latest inclusion of a formula element to transport capital for smaller schemes
would appear to make such a move in part potentially easier, at least in part. Experiences of discussions
between authorities and the DfT, for example on concessionary fares funding, have shown that base-lining
any formula change to meet the needs of all types of authority in a way which they all consider to be fair is
very diYcult, unless accompanied by an extremely generous initial settlement, which at present does not
seem to be in prospect for CSR 2007.

14. The Association is not in a position to submit very detailed comments on the application of the
CIPFA suggestion to wider principles of local government funding and spending mechanisms because of
the short notice of this particular question and the need for debate in a wider forum. Funding mechanisms
will be debated and evolved in more detail in connection with the Association’s “closer to people and places”
initiative launched last month. A copy is enclosed for information.

15. The LGA also has commissioned eminent academics to prepare a discussion document on local
transport management and funding. This document, “improving local transport how local reforms could
make a big diVerence”, includes a number of suggestions for innovative and stable funding mechanisms. It
was published in May and has been circulated to member authorities for consideration. A copy is enclosed
for information.

July 2006
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Memorandum submitted by Atkins Transport Planning

1. Introduction

Atkins Transport Planning welcomes the Transport Committee’s Inquiry into Local Transport Planning
and Funding and the opportunity to provide written evidence in relation to research being undertaken for
the Department for Transport (DfT).1

Atkins is leading a consortium, which includes PricewaterhouseCoopers LLP and Warwick Business
School, undertaking a Long-Term Process and Impact Evaluation of the Local Transport Plan (LTP)
Policy. This Evaluation was commissioned by DfT in September 2003 and, together with earlier research in
2002, is considering whether the LTP policy is meeting its overall objectives, how, and with what success,
authorities are applying the policy principles and what outputs and outcomes are being delivered.

A number of reports have already been prepared as part of the study work programme, including:

— Part 1 Report (August 2002);

— Guidance Report (March 2004);

— Working with Weaker Local Authorities (August 2004 and October 2005);

— Interim Report (August 2005); and

— Monitoring and Reporting of LTP Outcomes (February 2006).

These reports are either available on the DfT website, or planned to become available shortly.
Collectively, they provide a substantial evidence base for the key issues being examined by the Committee.
They also make a number of recommendations to the Department, and to local authorities, which the
Committee may wish to consider.

The work to date has also informed DfT’s own policy formulation, for example in relation to the guidance
for the second Local Transport Plans, published in December 2004.

The Final Report for the Evaluation is due to be completed in the first half of 2007. It will take account
of the Committee’s work in this Inquiry in defining its conclusions and recommendations.

2. The Changing Role of Local Transport Planning

Many of the principles underlying the LTP policy remain valid since its statutory introduction in the
Transport Act 2000. However, the framework has not remained unchanged since its inception. In particular,
the Government’s approach has shifted from the development of “aspirational” local transport strategies,
and a rationale for capital funding allocations, towards delivery of eVective schemes and programmes on
the ground. The Department has also increasingly emphasised the need for authorities to demonstrate
contribution towards national and local objectives and targets.

The wider policy context of local government and public services has also changed significantly since 2000
and continues to do so with far-reaching and complex implications for local transport planning and delivery.
There are essentially four major areas of change:

— an increasing focus on the national and regional policy agenda, including statutory Regional
Transport Strategies and agreement between Central and Local Government of the Shared
Priorities;

— a recognition of transport as a means to wider corporate and community objectives, such as social
inclusion, health, sustainable communities and environmental protection;

— the Local Government Modernisation Agenda, including greater community engagement,
strengthened performance management, and earned “freedoms and flexibilities”; and

— an emphasis on evidence-based delivery and value for money, including greater scrutiny of LTP
Major Schemes and the need to demonstrate eYciency gains under the Gershon Agenda.

1 The views set out in this paper are those of the Atkins research team and do not necessarily represent the views of the
Department for Transport.
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These factors have increasingly influenced authorities’ delivery of their first LTPs and development of
their second LTPs. The second round also introduces a number of new requirements for local authorities,
including Accessibility Planning, the Network Management Duty under the 2004 TraYc Management Act,
Strategic Environmental Assessment and the incorporation of Air Quality Action Plans and Rights of Way
Improvement Plans into the LTP framework.

Local authorities have sometimes experienced diYculty in maintaining a fully coherent and consistent
approach to local transport planning and funding in the light of the numerous changing programmes,
initiatives and targets. The Government, in turn, has not always integrated and articulated the key messages
of change successfully in order to minimise uncertainty and potential confusion from authorities in
responding to the various agendas coming forward.

3. Overall Effectiveness of the Local Transport Plan Policy

The evidence has suggested consistently that the LTP framework represents a popular Government
policy. Overall, the approach is strongly supported by local transport practitioners, local and national
stakeholders and the transport profession more widely. Authorities have made genuine eVorts to adopt the
key elements set out in the LTP guidance and are planning and delivering programmes which are larger,
broader, more inclusive and command a higher profile amongst senior oYcers and members. DfT Guidance
is seen as generally useful and fit for purpose. There is evidence of closer engagement between local
authorities, the wider stakeholder community, Government OYces and DfT.

In particular:

— there has been a step-change in the level of consultation and partnership working amongst most
authorities;

— authorities are now using long-term funding for more eVective planning and delivery; and

— LTPs largely reflect the national transport agenda, with a policy shift and increased expenditure
in favour of non-car modes. There is evidence that wider policy goals are being considered.

However, application of the key LTP principles remains variable across local authorities. For example:

— many authorities continue to give transport a low priority at corporate level and fail to link their
transport planning and delivery to corporate, community and service plans;

— working across policy areas and administrative boundaries is often constrained by managerial and
political barriers;

— the linkage between local land use and transport planning and the developing frameworks at the
sub-regional and regional level is only slowly developing;

— poor project management has led to cost increased and reduced programme eVectiveness in some
instances, with LTP Major Scheme delivery being a particular area of concern;

— the technical evidence base and analysis underlying many of the first LTPs was weak and, whilst
improvements are evident, target setting and monitoring of outcomes remains an area of weakness;

— sharing of good practice and benchmarking is often ad hoc rather than systematic; and

— the structure of funding, staYng and skills and political decision making at local and national level
continue to be seen as significant barriers to achieving a fully eVective LTP policy.

Authorities, and stakeholder groups, have also expressed concerns on some aspects of DfT’s stewardship
of the LTP process. These include:

— the lack of equivalent revenue funding allocations specifically for local transport;

— an early lack of transparency in, and frequent changes to, the framework by which the Department
assesses authorities’ performance and makes adjustments in capital funding allocations;

— a gradual shift of transport priorities towards national objectives under the banner of the Shared
Priorities, in place of the more “localist” agenda set out in the original LTP Guidance;

— lack of dedicated powers to secure improvements from key stakeholders in support of LTP
objectives, especially in relation to bus operators and the rail sector;

— perceptions of limited integration between DfT and Other Government Departments in
supporting wider priorities, for example in support for transport infrastructure to deliver housing
growth and renewal set out in the Sustainable Communities Plan; and

— the resource intensity of some aspects of LTP preparation, especially in relation to the second
round of LTPs published at the end of March 2006, and timing of the issue of Guidance.
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4. LTP Expenditure and Delivery

Our analysis shows that the first round LTPs generally reflected the national transport objectives defined
in the 1998 Integrated Transport White Paper—environment, safety, economy, accessibility and
integration—as well as a wide range of local agendas. The second round LTPs more closely reflect the
national priorities defined under the Shared Priorities—accessibility, congestion, safety and air quality.

To achieve these objectives, authorities have seen an increase in funding of two to three times from mid-
1990s levels. Following a hesitant start, most councils have now ramped up their programmes to deliver
larger spending programmes in line with their increased allocations. There is little evidence that authorities
have used the flexibilities of Single Capital Pot to transfer capital funding out of transport to other service
areas and indeed many have used supplementary bids, performance-related funding, additional
Government grants and external sources to increase spending over and above LTP allocation levels.

A number of authorities have used the unsupported borrowing powers available under Prudential
Borrowing to increase their transport spend, for example on highway maintenance. However, the extent of
this has been limited outside of London; it may also be constrained in future by increased revenue
requirements to service borrowing liabilities unless matched by additional revenue streams. Other powers
for funding local transport, such as Business Improvement Districts and hypothecation of road user
charging revenues, have yet to be taken up outside of London on a major scale.

Encouragingly, authorities are now more likely to be spending their allocations in line with their intended
programme. For those schemes which have linked programme delivery to target delivery, this is an eYcient
use of resources. However, many authorities have been slow to focus scheme delivery in this way, suggesting
that the increased resources may not always have been targeted eVectively.

The LTP process has widened the scope of initiatives which authorities are required to plan and provide,
particularly re-balancing of investment between car and non-car modes. Whilst some authorities were
already moving in this direction under the former Package Approach, the LTP policy has given greater
impetus to authorities to widen coverage of all modes and behavioural and demand management measures,
as well as broader policies such as regeneration, air quality, health and climate change. There are numerous
examples of good practice which can be highlighted as a result of LTP investment.

There has been some good progress with the introduction of school and employer travel plans and other
“smart” measures, reinforced by Government funding for dedicated co-ordinator posts within authorities.
Recent research and guidance from the Department is providing further incentives for authorities to
promote these measures in the second round LTPs. There is relatively little empirical evidence on the overall
eVect of travel plans in reducing traYc growth and congestion, however, and limitations on revenue budgets
and powers on external stakeholder organisations also currently constrain councils’ ability to achieve
intensive application of “smart” measures. The current work being undertaken by the three Sustainable
Travel Towns (Worcester, Darlington and Peterborough) may provide additional evidence on these
considerations and oVer a number of useful lessons for successful application.

With one single exception, no authority outside of London has exercised powers in the Transport Act for
the introduction of demand management through road user charging or workplace parking levies. This is
in spite of a number of “good intentions” set out in the first LTPs for further development. The Government
is now seeking to incentivise authorities to implement such schemes through the Transport Innovation
Fund.

The increase in revenue funding and expenditure on local transport has lagged behind that of capital
expenditure. A strong viewpoint from councils, Government OYces and stakeholders is that local transport
funding is capital rich, but revenue poor. Lack of revenue funding, resulting from a range of national and
local factors, has emerged as a consistent barrier to delivery throughout our research and it seems likely this
is limiting authoritie’ ability to fully achieve their LTP objectives.

5. Achievement of LTP Targets

The accuracy, consistency and robustness of authorities’ monitoring programmes is an area of weakness
and limits the extent to which it is currently possible to assess, with total confidence, what outcomes LTPs
are delivering at a national level and the extent to which observed improvements are due to the increase in
local transport funding, the process principles themselves and wider external influences. Atkins have
recently carried out more in-depth research in this area and made a number of specific recommendations to
the Department for improvements.

With this important caveat, performance against national and local targets appears to have improved as
authorities have become more adept at delivering planned programmes. Authorities now appear on track
to deliver more of their core and local targets than at the beginning of the LTP1 period, and performance
against local targets is better than performance on core targets.

To date two national targets are on track to be met—the number of individuals and the number of
children killed or seriously injured. Bus satisfaction has improved in over three quarters of authorities.
However, bus patronage levels continue to decline overall, despite significant improvements in some county
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and unitary authorities. Despite increasing levels of capital expenditure in cycling schemes, performance
across authorities is patchy and weaknesses in the monitoring approaches used mean that many authorities
do not have a clear picture of change in cycling levels within their areas.

Changes in the collection and reporting of Best Value road maintenance indicators prevents an overall
assessment of road condition at this stage, although more than half of authorities report that they are
currently “on track” to meet their targets, reflecting the increase in funding since the 1990s. The National
Road Condition Survey confirms significant improvement in the surface condition of local authority roads,
whilst footway condition appears to have remained stable in recent years.

In terms of local targets, most progress is likely to have been made on targets relating to widening travel
choice, casualty reduction and physical improvements to bus interchanges. Less progress is evident on
targets relating to the environment and the economy, including reductions in traYc growth, reduced
congestion, and more sustainable freight movement.

Authorities’ publication of their LTP1 Delivery Reports in July 2006 is expected to provide significantly
more evidence on key LTP outcomes and examples of what has been achieved on the ground since 2000.
Our evaluation work will be considering these Reports as part of its overall analysis.

6. Barriers and Enablers to Delivery and External Factors

The volume of local transport schemes which authorities are able to deliver on the ground is currently
being limited by a number of factors. These include lack of revenue funding relative to capital allocations;
the rising cost of construction materials, highway maintenance work, contractors and consultants; and
increasing tender costs.

As set out above, lack of revenue funding has been consistently identified as the main barrier to delivery.
Rising costs appear to have become a significant barrier over the last year or so, and is likely to become
increasingly relevant as most authorities are now spending their full allocation. There is evidence that
increases in the tender costs of local bus contracts is impacting on authorities ability to maintain eVective
public transport services outside of the commercial network.

StaV and skills shortages continue to be an important barrier, but there is evidence of a general
improvement across many authorities and more widespread use of private sector service providers. The
commercial priorities of external stakeholders (especially bus and rail operators) continue to limit
integration with LTP objectives and progress in many authorities, although there are a number of notable
exceptions.

Time-consuming and ineVective consultation, and lack of member support delayed the delivery of many
schemes in the initial years of the LTP. However, these barriers have become less relevant as authorities have
become more adept at managing and delivering the LTP process and DfT’s assessment of authority
performance has become more focused on delivery of the planned programme and targets.

A sizeable proportion of LTP Major Schemes have not been delivered as planned. There is consistent
evidence of frequent delays and cost increases. This is due to a range of factors, including poor initial scheme
specification, changes due to stakeholder consultation and requirements of statutory agencies, land
ownership, tender price inflation and changes in political control. As a result, some high-profile light rail
schemes had seen DfT support withdrawn, whilst others have been remitted to the Regions for prioritisation
against the newly defined Regional Funding Allocations. The Department has recently issued revised Major
Scheme Guidance aimed at addressing a number of the planning and delivery problems experienced in the
first round, although there is a general view that it will be more diYcult to win funding for Major Schemes
in the second round through the mainstream LTP process.

Authorities that are able to deliver major and integrated transport schemes oVering good value for money
appear to be those where eVective partnership working has been developed, there is adequate staYng and
skills capacity, there is strong corporate and political support aligned with LTP objectives, and eVective
programme and performance management processes are in place. The Department and Government OYces
have also initiated a range of advice, engagement activities and interventions to improve authorities’
performance, both overall and for specific councils classified as “weak” in terms of their delivery.

There are a range of factors in the external environment which influence authorities’ ability to meet their
LTP objectives and targets. These include wider transport trends, socio-economic factors and random and
unforeseen events. These factors impact on travel demand, attitudes and behaviour independently of LTP
policies and investment, and can also have indirect political and corporate impacts in terms of increasing
or undermining local political will to pursue particular policies.

Unintended impacts of the LTP process include staV shortages and rising staV and consultancy costs,
driven by the significant increase in local transport funding and shortage.
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7. Patterns of Performance

DfT’s annual assessment of LTPs and APRs provides a measure of how successfully authorities are
applying the principles of the policy. The assessment process itself has evolved over the last five years. While
the 2001 LTP assessment was largely a reflection of the application of the process and the quality of the
document produced, there has been an increasing emphasis placed on delivery and targets.

The Department is also increasingly linking a proportion of LTP funding to authorities’ demonstration
of the “quality” of their local transport planning and evidence of eVective delivery. Our evidence suggest
that whilst such funding acts as an incentive on authorities to improve their performance, they also appear
to be strongly influenced by their perceived ranking against each other, the score category assigned by the
Department (eg “excellent” “average” “weak” ) and, in some instances, the contribution of the LTP/APR
score to their overall Comprehensive Performance Assessment (CPA) score.

Analysis of LTP/APR assessment scores shows that whilst metropolitan, county and unitary authorities
showed a wide range of LTP “quality” in 2000, performance has narrowed as authorities have had to
demonstrate a wider range of competencies focusing on expenditure, delivery and monitoring and
management of targets. Metropolitan LTPs, in particular, have struggled to maintain strong performance
against DfT criteria. DiYculties in delivering large complex programmes across a number of Metropolitan
Highway Authorities, sometimes with diVering political control, and the need to co-ordinate activities with
Passenger Transport Executives appear to be key factors behind their performance.

An analysis of the individual elements of the assessment scores for 2005 shows authorities are judged by
DfT to be now performing strongly on scheme delivery and expenditure against programme. Authorities’
performance is generally being compromised by progress on targets and objectives. The Department’s
assessment of LTP1 Delivery Reports later in 2006 will provide further evidence of performance for the
whole of the first round.

Our research identifies a number of specific corporate and technical factors which aVect authorities’
overall performance. These are set out in the Interim Report as well as the two reports completed under the
Working with Weaker Local Authorities programme in 2004 and 2005.

8. The Transition to the Second Round

The second round Local Transport Plans were submitted to DfT at the end of March 2006. Our research
into the “provisional” LTP2s in late 2005, most of which were assessed as “promising” by DfT shows that
most authorities have set objectives focused on the Shared Priorities and have set outcome targets which are
based on stronger evidence and analysis compared to the first round. Most authorities have also related the
LTP programmes closely to the “planning guideline” for integrated transport and maintenance set by the
Department for 2006–11. There also appears to be more of focus in the plans on “smart” measures and
demand management, reflecting strengthened DfT Guidance in these areas.

Authorities have commented to the research team that the LTP2 Guidance is comprehensive, relevant
and helpful to authorities in preparing their Plan, and provides a good indication of the Department’s
requirements for the second round. We also believe that authorities generally remain supportive of the LTP
policy overall; regional workshops planned for later in 2006 will seek to confirm this conclusion.

However, there is consistent evidence that authorities’ development of LTP2 has been resource intensive,
especially given the introduction of a number of new requirements such as Accessibility Planning and
Strategic Environmental Assessment. Whilst authorities seem to generally understand the Department’s
objectives for the second round, there are also a number of practical and technical challenges. These include
developing “challenging and robust” targets, practical techniques for demonstrating value for money and
achieving closer integration of capital and revenue budgets.

In terms of capital allocations, significant funding for local transport is being maintained into the second
round. Our evidence suggests that authorities recognise this and generally support the introduction of a
formulaic approach to determining the integrated transport block from 2006 onward. Some authorities are
likely to see significant shifts in LTP funding over the next five years as the formula is phased in, however,
whilst there is a perception that insuYcient account has been taken of the transport investment needs
resulting from housing growth and renewal, for example in the Thames Gateway or in relation to LTP Major
Schemes. It is also not yet clear how LTP funding will be integrated with other sources such as the
Community Infrastructure Fund and Transport Innovation Fund.

Looking ahead, there are a range of major policy initiatives which could potentially have major
implications for the future of local transport planning in England, and the development of the third round
of LTPs for 2011–16. These include the continued modernisation of local government, evolution of regional
transport planning and delivery and the current debate on “city regions.” A new Local Government White
Paper is expected. The Lyons Review of Local Government Finance is currently ongoing, but its
recommendations may have significant implications for the balance of funding of local public services and
whether new forms of funding could be introduced for both capital and revenue transport expenditure.
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9. Overall Conclusions

The evidence suggests that the Government has delivered significant success in its policy for local
transport planning and funding. This conclusion is based on the following facts:

— significantly larger capital budgets are being allocated and spent on local transport;

— larger and broader programmes are being delivered;

— a greater number and range of stakeholders are being consulted, engaged and encouraged to
become active partners in improving transport in their local areas;

— delivery is increasingly focused on council’s intended programmes and improving in quality and
eVectiveness; and

— councils are increasingly capable of monitoring the outcomes of their programme delivery and
demonstrating some positive progress towards national and local objectives.

However:

— transport remains a relatively low priority for many authorities compared to other policy areas,
such as education, social services and housing;

— some transport services are poorly linked to wider policy agendas, tied into suYcient resourcing
and funding streams, and losing the potential of delivery through partnership;

— the variation in performance between councils in terms of their application of the LTP process and
eVectiveness of delivery remains significant with insuYcient transfer of good practice;

— there remain important questions over the extent to which LTPs are delivering key outcomes
against the targets set, particularly in the face of continuing economic growth, social change and
rising demand for travel, especially by car;

— persistent internal and external barriers continue to constrain what can be achieved, and it is not
yet clear how some key targets, such as congestion and bus patronage, will be achieved without a
significant change in policy from Central and Local Government;

— funding levels remain uncertain and more tightly constrained for 2006–11 than the first LTP
round. Revenue funding remains particularly problematic without a clear policy on how the
imbalance with capital resources can be resolved except at the margins;

— the precise roles and responsibilities between local and regional transport planning and delivery is
still evolving and the end-state is unclear;

— staYng and skills remain a major constraint, especially given the broader range of competencies
now required for transport planners;

— robust and informative monitoring and performance management techniques continue to be
under-developed, their importance to successful delivery is not always appreciated and they fail to
inform decision-making; and

— a lack of political will, at both local and national level, continues to limit delivery of “radical”
measures which will really impact on the key indicators of travel demand, mode share and eVective
management of road use in the long-term.

10. Next Steps in the Evaluation

The LTP Evaluation is now in its final year and is intended to produce an overall analysis of the first round
2001–06, in terms of process and outcomes, as well as initial consideration of the transition to the second
round for 2006–11. The findings and the recommendations of the Committee will be an important element
of the evidence base for this work. Further work in coming months will include:

— a review of the LTP1 Delivery Reports, when they are published in July 2006;

— a Local Authority Survey, to be undertaken between August and October 2006;

— a series of regional and national workshops with LTP practitioners and selected stakeholders, to
be undertaken in November 2006; and

— engagement with local authorities on a case study basis in late 2006 and early 2007.

The Final Report of the study is intended to be published in the first half of 2007.

Atkins would be pleased to provide oral evidence on this written submission and the specific questions
raised by the Committee in its Inquiry Terms of Reference in due course.

12 May 2006
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Memorandum submitted by Mott MacDonald

This paper sets out Mott MacDonald’s response to the Transport Committee’s request for comments on Local
Transport Planning and Funding issued on 30 March 2006. Mott MacDonald provides a wide range of
transportation consultancy and engineering services to both the public and private sector in the UK. We welcome
this opportunity to contribute to this review as we have supported a number of local authorities in the
development and delivery of Local Transport Plans (LTPs) and supporting APR documents, including Norfolk
County Council and the Merseyside and West Midlands Partner Local Authorities. In addition, a number of
our staV have local authority experience in leading the development and delivery of LTPs/APRs.

Summary Observations and Recommendations

The first generation of LTPs saw larger numbers of smaller schemes delivered as capital allocations increased.
The number of Major Schemes approvals decreased, with a lack of clarity about the budget available
contributing to over-ambitious bids and abortive work on schemes not taken forward. It is not necessarily clear
as to what arrangements exist to develop and appraise schemes that address more than just “local” LTP area
problems. The formulaic approach to LTP block allocations doesn’t allow for the “lumpy” investment needs of
larger schemes just below the Major Schemes threshold. Temporary reallocations from time to time between
consenting authorities might be helpful.

The short timescale between the release of guidance for LTP2 and submission, allowing for member
committee cycles, may have hampered the ambition and quality of LTPs. The provision of funding guidelines
for LTP2 was welcome, however.

Increase revenue funding support to encourage delivery of non-car based solutions

Shortage of downstream revenue funding can be a barrier to implementing certain types of capital scheme and
also implementing softer measures, for example, travel plans and marketing. Maintenance funding for roads is
provided through the capital block allocation but no equivalent exists for public transport though the LTP
process.

Many of the inputs that help to deliver the targets and outcomes of the Local Transport Plan are outside the
control of local authorities. There is not always a clear relationship between capital investment and the
achievement of outcomes (as opposed to outputs), particularly in larger authority areas where the impact of
schemes may be relatively small. Impacts may occur over long timescales.

Rework APRs to become better tools for measuring true progress

The Annual Progress Reports are a useful measure of performance and shed light on a local authority’s
programme management, but some concerns relate to the resources needed to write these. In LTP2 it is proposed
that the APR “mark” will follow through into an adjustment to financial allocations. However, this could act
as a perverse incentive, leading to the setting of less demanding targets, neglect of non target areas and
reinforcement of poor performance, for example.

Our Detailed Responses to the Questions are Set Out Below

1. Have the local transport capital settlements met what was expected and allowed delivery of the planned projects?
What have been the impacts on major transport schemes, and smaller schemes? Have the full allocations been spent
as planned? How have cost increases been settled?

1.1 The introduction of the LTPs to replace the TPP system has seen more sub-£5 million “integrated
transport” schemes delivered, as the block funding allocation for this type of scheme has increased. Initially, the
rate of delivery lagged behind funding in some cases caused by consultation as local authorities got to grips with
the process. Other local authorities found that they could not deliver programmed rail schemes due to industry
problems.

1.2 During the early years of LTP1 there were frequent divergences from the original capital programme, for
which local authorities were penalised in their Annual Progress Report (APR) mark from DfT. Ironically, the
intention of the LTP process was to allow flexibility over the five year cycle and re-prioritise programmes as
required.

1.3 During the LTP1 period the number of Major Scheme funding submissions has increased but the number
of successful submissions decreased. The Major Scheme bidding process has been hampered by a lack of
transparency (the scale of available funding or the number of expected submissions from year to year has not
been clear), consequently there is a tendency to under-estimate costs and risks in order to gain scheme acceptance,
and carry out abortive work on scheme business cases that are subsequently not authorised. The entry route of
Major Schemes through the LTP process (not surprisingly) tends to generate local schemes. It is not always clear
how larger schemes of more regional and national significance can be championed and progressed. The new
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Regional Prioritisation exercise still prioritises mainly local schemes, the diversity of which makes comparison
at this level diYcult. It is not clear that other study streams will bring forward higher tier schemes, for example
the Regional Planning Assessments for rail.

1.4 The “one size fits all” £5 million threshold for major schemes can prove diYcult. Cost increases and
inflation mean that the value of £5 million has decreased in real terms. On the one hand, this is a low threshold
for larger local authorities (for example metropolitan areas). On the other hand, smaller local authorities find
schemes costing between £1 million and £5 million diYcult to justify from their limited block allocation. Unusual
or “non-standard” schemes often don’t sit happily with Treasury Green Book principles, for example packages
of works or “soft policy” (or smarter choice) initiatives.

2. Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

2.1 The formulaic approach to LTP2 allocations has been designed to target funding on a needs basis. This
is consistent with spatial planning and investment processes in other sectors and puts the Integrated Transport
part of the LTP block allocation on a similar footing to the maintenance allocation. However, a cap on the
overall level of funding can lead to unintended consequences. For example if an authority is not attracting large
numbers of bus passengers, the formula could depress the level of funding when it could well be argued that
greater funding is required to correct this.

2.2 It is not generally possible to diverge from the formula and vary funding allocations from year to year
between local authorities, to reflect the “lumpy” investment needs of larger schemes. This might be desirable to
help larger schemes to go ahead, for example by rebalancing allocations between local authorities in a region,
allowing allocations to be made up later in the cycle.

2.3 In relation to the performance-related component, local authorities marked poorly in APRs were not
necessarily financially penalised in the course of delivering their LTP1s. This may be because LTP1 targets didn’t
as a rule have milestones, so any financial penalty would have been based on a subjective assessment of progress,
unless delivery against the planned capital programme was taken as a proxy. However, final performance
(reported in LTP1 delivery reports in 2006) does follow through into a funding adjustment for LTP2s.
Performance related funding can have unintended consequences, for example it may be tempting to set less
demanding targets. Lower funding may reinforce existing poor performance. Nonetheless, in theory the prospect
of additional funding should act as an incentive, and DfT’s requirement for target trajectories in LTP2s will allow
greater scrutiny of progress.

3. Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

3.1 Local authorities tend to believe that revenue funding is insuYcient, whilst the uplift in capital allocations
for transport infrastructure means that some local authorities are referred to as “capital rich”. Funding powers
are limited or complex. In theory a number of mechanisms exist, including LTP grant/borrowing approval, other
special and transitory grants (challenge funds), s106, regeneration funding including ODPM, revenue funds,
charging schemes, use of decriminalisation fine revenues, parking fees, a local authority’s own resources,
partnership funds with other bodies and in some cases PFI. Many of these powers are outside the LTP process
making it hard to factor these contributions into LTPs. S106 funds are a case in point and can total more than
the annual LTP block allocation. However the timing of such funding is often very diYcult to programme given
the time delay between a planning application being approved and approval being taken up. Where large funds
have been available from external sources these have not always been integrated into the wider strategy and
objectives.

4. Has the balance between revenue funding and capital funding for transport proposals been appropriate? How well
have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime Minister
supported local transport projects? Are transport services successful in securing suYcient revenue funding?

4.1 The lack of revenue funding to support capital investment has been identified for some time as a major
barrier to LTP delivery. It is possible that this is a greater impediment to the achievement of some LTP targets
than capital funding is. Additional value can be achieved through relatively small amounts of revenue funding
for “soft” policies which rely on marketing and encouragement rather than infrastructure. Maintaining (with
revenue funding) the increasing number of capital funded schemes being delivered on top of existing
commitments can be diYcult. It is probable that capital expenditure, particularly on new public transport
schemes, is discouraged because revenue funding cannot be found for subsidies and/or maintenance. The
situation is diVerent with road investment, where a maintenance allocation (albeit finite) is provided as a capital
block allocation through the LTP. The requirement in LTP2 to develop Transport Asset Management Plans,
however, encourages local authorities to understand the value liability of existing asset bases and focus on
gaining better value for money.
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5. How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

5.1 The shortfalls in the Major Scheme process during LTP1s were referred to earlier. The Regional
Prioritisation process currently being used is more transparent because the budget is known in advance. Other
issues associated with this process were discussed earlier.

6. Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

6.1 The shorter than envisaged timescale between the release of LTP2 guidance and submission may have
hampered the development and ambition of local authorities’ LTP2s. It left very little time for local authorities
to develop a consensus on how to maximise the quality and ambition of their LTP2, whilst meeting the
requirements of the guidance. Each LTP has to be taken through lengthy authority committee cycles for
development and approval. In a typical Metropolitan area, for example, the need for all constituent local
authorities to approve the final LTP brings forward the completion date. There is a high degree of consultation
and member-approval time prior to submitting LTPs. Some confusion existed in relation to development of
LTP2s with changing guidelines, timescales and funding models introduced at a time when some stability would
have been useful. In general terms the guidance underwent a huge change from the first to second LTPs which
could have been managed much better, with a significant amount of supplemental guidance introduced such as
SEA, Accessibility Planning and PIPs. Strengthening the links to the Comprehensive Performance Assessment
(CPA) and Audit Commission has further elongated the process and possibly aVected the scope for LTPs to be
innovative.

6.2 That said, prescriptive guidance (incorporating both LTP/APR guidance documents) helped local
authorities adjust to the new LTP system. For the most part the guidance itself was comprehensive and provided
a useful framework for local authorities (and checklist for oYcers) to develop their LTPs/APR submissions. The
use of planning guidelines, ie the indicative level of funding likely to be available during the second round of
LTPs (for the block allocation only) was particularly helpful and welcome, as it enabled the likely scale of outputs
and outcomes to be generated in return for the funding to be calculated and compared to establish value for
money.

6.3 The DfT’s programme of local authority engagement (supported by the Government OYces) was aimed
at helping communicate key messages regarding the Government’s shared priorities and a means by which local
authorities could discuss and explain the rationale behind their new transport strategies prior to submission. It
was evident that this engagement process which was new to the second round of LTPs was welcomed by many
local authorities, although perhaps the overall benefits of such support could have been further strengthened by
sharing information (broadly speaking) on how the plans were going to be assessed early in the overall timetable.

6.4 In LTP2 guidance there was an increased recognition that transport is a means to achieving wider policy
objectives/goals. There was also a greater focus on the national and regional policy agenda to ensure that local
strategies support the regional/national priorities. The LGA/DfT’s five shared priorities added a layer of
complexity and being fairly comprehensive perhaps did not assist in prioritisation as such. There was also a
requirement to show value for money.

6.5 The increasing focus on the delivery of mandatory targets and outcomes marked a development which
started in the first round of LTPs and has been strengthened during the second round. However, it can often
prove diYcult to demonstrate a causal link between capital expenditure and better outcomes, particularly in
larger metropolitan areas where the impact of expenditure is often very local and will not materially impact on
LTP wide indicators. In addition, it is sometimes argued that the impact of an LTP will always be constrained
when many of the inputs (for example service reliability, timetabling, fares, rail policy, revenue funding and so
on) are outside the direct scope of the LTP and in some cases, local authorities. Local authorities may choose
to neglect expenditure in areas where no target exists.

7. How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport Strategy
fed into the second round Local Transport Plans?

7.1 It is too soon to say how well LTP2s will contribute to the DfT/LGA shared priorities at this stage. Annual
reporting cannot always reflect links which take several years to come to fruition. New areas such as accessibility
planning are very much in their infancy. The desire to use LTPs to address wider issues can be problematic as
the LTP can only deliver so much in the context of wider economic and social policy. This is particularly evident
when considering accessibility planning.

7.2 In developing their LTP2s local authorities have sought to embrace more fully both national and regional
priorities, resulting in better recognition of the DfT’s new White Paper, PSA objectives and targets and emerging
Regional Spatial Strategies (RSS) and associated Regional Transport Strategies. In their LTP2s local authorities
have generally taken into account the DfT/LGA shared priorities.
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7.3 There has been some frustration at a lack of “joined up” thinking at a national level when this is being
demanded at a local level. For example recent national plans for housing and education contain elements which
create transport outcomes in direct conflict with progressive local transport policy.

8. How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

8.1 APRs are of most value if they drive improvement and lead to a regular re-evaluation of strategies and
transport expenditure. They are rather less use if they are simply a reactive report of what happened last year.
It is fairly certain that APRs have focussed some local authorities on better delivery of their expenditure plans
and targets, whilst at the same time shedding light on the quality of programme management and monitoring.
However, there have been complaints about “form filling.” In recent years the reporting requirements lessened,
as initially APRs had proved time-consuming to produce, but it is diYcult to see how performance can be
monitored without a comparison of planned and actual outputs. Much harder is making the links between
capital expenditure and achievement of targets, particularly outcome based targets. The DfT has emphasised the
need to measure outcomes (for example bus satisfaction) in LTP2s rather than outputs (for example the number
of bus services). It is generally easier, although not always straightforward, to demonstrate a link between
expenditure and outputs. There is also a concern that recent moves to directly compare targets from diVerent
local authorities do not take into account the vastly diVerent circumstances of individual local authorities.

8.2 In the early years of the LTP process, APRs were a mixture of policy and delivery reporting, but towards
the end of the LTP1 period they have became more pro-forma based and diYcult for local authorities to “sell”
locally to highlight to local people progress being made in delivering LTPs. This has meant APRs have often
been seen to reflect the national rather than local agenda. As a result there can be a view that two reports are
necessary, one for central government and another for local stakeholders. This raises further concerns around
the level of resource necessary to support the LTP process.

9. How successful is the balance between infrastructure projects and travel planning initiatives?

9.1 The emphasis on “Smarter Choices” in LTP feedback to local authorities has encouraged local authorities
to consider “softer” transport solutions and demand management measures within their transport strategies
(where revenue funding permits). Although infrastructure projects are tangible, more visible and can be more
easily monitored for cause and eVect, there is an expectation that travel planning activities could ultimately
provide better value for money. However they are often unproven locally and are more risky. There is a lot of
good practice but delivery mechanisms are weak as they require revenue funds over a number of years to judge
success. Much is expected of the sustainable demonstration towns, which if they are to be successful, will require
an injection of revenue funding. The delivery mechanisms for travel planning initiatives can sometimes be seen
to suVer from a lack of co-ordination. There are good mechanisms for taking forward school travel plans, and
sometimes company travel plans, but other aspects of marketing and publicity are more fragmented. Perhaps
one option would be to establish a further bursary fund to ensure that smarter choice elements of LTP2
programmes get oV to a good start in supporting capital investment geared towards targets/objectives. There
remain significant elements of duplicated eVort with respect to “Smarter Choices” work. There must be a balance
between travel planning and infrastructure investment to ensure success.

28 April 2006

Witnesses: Dr Andy Southern, Managing Director, and Mr Jonathan Spear, Senior Managing Consultant,
Atkins Transport Planning, Mr Brian Witten, Divisional Director, and Mr Peter Carden, Divisional
Manager, Integrated Transport, Mott MacDonald, gave evidence.

Chairman: Gentleman, before we start I should warn
you that there may be votes and for those of you who
do not know House of Commons’ procedure, it
means that I have to suspend the Committee and it
has to be suspended for a minimum of 15 minutes.
As long as you do not think it is entirely personal if
we all leap to our feet and run away. Otherwise you
might think that something very strange is going
on—and it may be, but not about that! Good
afternoon to you all. We do have a little bit of
housekeeping first, if you will forgive us. Members
having an interest to declare. Mr Clelland.

Mr Clelland: Member of Amicus.

Chairman: Mr Stringer.

Graham Stringer: Member of Amicus.

Chairman: Gwyneth Dunwoody, member of
ASLEF. Mrs Ellman.

Mrs Ellman: Member of the Transport & General
Workers Union.

Q111 Chairman: Gentlemen, those of you who have
given evidence before will know that the acoustics in
this room are not very easy, so I want you to speak
up. The microphones in front of you record what
you say but they do not project what you say, so if
you would keep that in mind. Can I ask you to
identify yourselves for the record, starting on my
left?



3450581018 Page Type [E] 20-10-06 23:58:33 Pag Table: COENEW PPSysB Unit: PAG2

Ev 60 Transport Committee: Evidence

24 May 2006 Dr Andy Southern, Mr Jonathan Spear, Mr Brian Witten and Mr Peter Carden

Dr Southern: I am Andy Southern from Atkins.

Mr Spear: I am Jonathan Spear from Atkins.

Mr Witten: I am Brian Witten from Mott
MacDonald.

Mr Carden: Peter Carden from Mott MacDonald.

Q112 Chairman: Thank you very much indeed. Did
either group have anything that you wanted to say
to us at first or may we go straight to questions?
Dr Southern: Straight to questions is fine by me.
Mr Spear: I am happy with questions.

Q113 Chairman: This is for all of you. Has the first
round of the Local Transport Plans delivered what
was expected? Let us ask Atkins first. Your 2003
report said that “major enhancements in delivery”
were required. Has it improved?
Dr Southern: I will perhaps start and give an answer
on this one. The principles that were set out in the
1998 White Paper introduced the Local Transport
Plans and I think that many of those principles have
been adhered to and followed through in the first
round of Local Transport Plans to a greater degree
or a greater breadth of local transport improvement,
the type of schemes, the level of public involvement
and consultation, inclusion that is reflected in the
way they went about developing the programmes. I
think progress in some areas has been good in terms
of what has been delivered, and in other areas it has
been slow. I think overall that there has been
perhaps a tendency to follow the art of the possible,
and do some of the least controversial measures,
which, not surprisingly, are very easy to be
implement.

Q114 Chairman: In five years only 60% of
authorities were on track to meet half their core
targets. It is not very good, is it?
Dr Southern: No, but I think that one of the
explanations is that at the time they were setting
targets which were primarily aspirational and I do
not think they quite understood the importance of
getting those targets well defined and being realistic.
I think you will see in LTP2 that some of the targets
are now more realistic.

Q115 Chairman: What are the most diYcult ones
to meet?
Dr Southern: I think bus patronage is the one that
most authorities are having most diYculty with.

Q116 Chairman: Bus patronage. Anything else? Yes,
Mr Spear?
Mr Spear: I would add probably cycling on to that.
It may be a relatively small area but it has been one
of the least successful areas so far, partly because
actually monitoring of cycling in itself is inherently
diYcult. Some of the noise with the cycling
indicators is as much about are we actually
collecting the right data rather than whether we
deliver the targets or not.

Chairman: Dr Southern specifically mentioned the
fact of consultation when he opened. I am sorry
about this, gentlemen; the Committee is adjourned.
If Members can make it back in 10 minutes I would
be grateful.

The Committee suspended from 2.46 pm to 2.56 pm
for a division in the House

Q117 Chairman: I understand that we shall be
interrupted again, I am sorry. I wanted to know a bit
about the slowing of delivery with the consultations.
The suggestion seems to be that it was public
consultation that slowed the responses. Is that
genuinely a problem? Mr Spear, do you want to have
a go?
Mr Spear: If I can start on that? I think one of the
issues is that authorities have had to become better
at consultation as the process has gone through.
Certainly when they started I think there were
examples of consultation resulting in delays to the
process because expectations were not managed,
because there was not a clear timetable and
authorities were not clear what the limits of
consultation might be. As the process has gone
through I think that authorities are now getting
much better at that; therefore, it is less an issue of
delay, it is a question of setting an appropriate
timescale for how long the process takes.

Q118 Chairman: We did have a witness who said
that one scheme he had been involved in had taken
five years just to put bus lanes into a particular
corridor. That is a bit bizarre.
Mr Spear: That is a bit bizarre and I cannot
comment on that.

Q119 Chairman: No, I am not asking you to. But is
that the average? Would you think that was
common, or would you think that was an exception?
Mr Spear: That sounds very high to me but it would
depend on the complexity and size of the scheme and
also the level of local political concern associated
with it.
Mr Witten: I have certainly been involved in bus
priority schemes that have been delivered in a much
shorter time than that, but I do think that diYculties
can arise when administrative boundaries and so on
are being crossed.

Q120 Chairman: You think it is more likely to be
because there is more than one authority involved?
Mr Witten: I am speculating on that but in
my experience it is possible to actually deliver
within a reasonable length of time, including the
consultation process.

Q121 Chairman: What would you say would be a
reasonable time from the beginning of the
consultation to the delivery of a bus lane?
Mr Witten: That depends very much on extent and
many other factors. In one scheme in which I have
been involved we did substantially deliver quite a
large package of public transport improvements
over a two-year period.
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Q122 Mr Goodwill: Just on that, do you have any
observations about whether these are genuine public
consultations or merely an opportunity for some
political debate which maybe could have gone on in
the council chamber, or maybe the usual suspects
from the environmental and other interest groups
just to get pitched in? Do the public really feel that
they have been consulted?
Mr Witten: I think in general that the public
consultation can be quite good. It is sometimes
diYcult to engage members of the public, they just
say, “Do something tomorrow, please.” I think that
the authorities are actually getting better at the
consultation process and engaging more diVerent
stakeholders to actually get a genuine feeling on
consultation and a genuine result at the end of the
day.

Q123 Mr Goodwill: So it is not just a case that they
have made up their minds what they want to do and
they can rubberstamp it by going through a
consultation? They do actually change things
because of the consultation?
Mr Witten: Indeed, very much so, yes.

Q124 Mr Clelland: If, as was suggested, crossing
local authority boundaries sometimes causes a
problem with delays, would it be better if there was
a bigger authority network for delivering bus lanes
and things which cross boundaries?
Mr Witten: That was speculation on my part on the
case that was being quoted to me, and local
authorities can indeed work well together in certain
circumstances. Where there are political diVerences
obviously that can cause delays.

Q125 Chairman: Mr Carden on this.
Mr Carden: There are examples in the large
conurbations where authorities do get together to
resolve and assist and can formulate conurbation-
wide plans for bus corridors very eVectively. Going
back to the point on consultation, often the delay
comes in when the secondary consequences of a
piece of infrastructure have not been completely
thought through. So putting in a bus lane may be
quite easy but replacing residential parking may be
much more diYcult.

Q126 Mrs Ellman: What would you say are the main
barriers to meeting targets set out in the Local Plans?
Mr Witten: Certainly political barriers in
overcoming those, and particular types of schemes.
For example, rail has been very diYcult to deliver
because of financial issues, withdrawal of rail
passenger partnership funding and so on, and
engagement with the strategic rail authority. So I
would say that rail in particular has been diYcult
to deliver.

Chairman: I am sorry, Dr Southern, you will have to
keep it for 10 minutes. The Committee is suspended
for 10 minutes.

The Committee suspended from 3.02 pm to 3.13 pm
for a division in the House

Q127 Chairman: Dr Southern, you were just about
to say something.
Dr Southern: I was going to add to the question
about the barriers to delivery and say that there are
a number of barriers that have been identified from
the research we have done with local authorities,
which include the lack of revenue funding, both
through implementation and also from maintaining
capital schemes once they have been built—bus
stations, for example. One of the big problems
certainly in the early stages of LTP1 was the scarcity
of skilled resources and with the wrapping-up of the
funding it was diYcult to find the right skills.

Q128 Chairman: Is that in local authority terms?
You are not suggesting that the firms that put in for
the work were lacking in expertise?
Dr Southern: No.

Q129 Chairman: But the oYcers needed to monitor
and respond, is that what you are saying?
Dr Southern: Yes. I think that local authorities have
more constraints over their ability to recruit and
gearing up for the increased spend. I think there were
barriers on dealing with the bus issues associated
with deregulated bus environments and how they
engaged with commercial bus operators to deliver
some improvements. Then perhaps linked to that is
the increase in tender costs, but also genuine cost
inflation as well proved to be a barrier.

Q130 Chairman: What impact did the use of external
consultants have on delivering costs? You must be
the right person to answer that.
Dr Southern: Sure. I think that the models for
involving the private sector in delivering Local
Transport Plans varies from one authority to
another.

Q131 Chairman: That is a very diplomatic response.
So if there are staYng problems in local transport
departments what do you really need to do to give
greater continuity in the delivery of Local
Transport Plans?
Dr Southern: I think there are methods for ensuring
partnership arrangements between local authorities
and the private sector, and I think those work better
now than five years ago. I think there has been quite
a lot of emphasis on trying to bring more
professional people into the industry and training.
The Department for Transport itself has funded the
Transport Planning Skills Initiative, as an example.
There is a wider array of skills being brought into the
profession.
Graham Stringer: If I can refer to the Working with
Weaker Local Authorities Report that you have
produced. You say, “At least five of the authorities
are critical of the advice provided by government
oYcers . . . We are unable to comment on this but
suggest this concern is indicative of the local
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authorities paying insuYcient attention to the
guidance and, hence, not grasping a detailed
understanding of what was required.”

Chairman: Could you tell us the page and the
paragraph?

Q132 Graham Stringer: It is M6, page 3–5, at the
bottom of the page, the first paragraph on that page.
Why do you come to that conclusion?
Dr Southern: I am sorry, the conclusion that local
authorities are not understanding what is required
of them?

Q133 Graham Stringer: It is a perplexing sentence.
You say that you are unable to comment on it and
then you say that probably it is local authorities
paying insuYcient attention to the guidance. Why
do you say that?
Dr Southern: Because we are drawing on the
evidence of working with those local authorities to
address their shortcomings, why they are classified
as weak, and understanding or getting a perspective
of their understanding of the guidance and what
they needed to do to better understand that
guidance. Also it is from talking to the Government
OYce representatives who are involved in that
process. We felt that there had been a relatively high
level engagement with the respective authorities
concerned.

Q134 Graham Stringer: Could it not just be that they
disagreed that the Government OYce advice was
appropriate to what they wanted to do?
Dr Southern: It could be. I think in most, but not all,
situations the local authorities in submitting their
Annual Progress Reports wanted to get the
endorsement of Government OYce, given that it has
an impact on their rating. So they are unlikely to
deliberately go against the Government OYce
advice.
Graham Stringer: That is an interesting answer. If we
move to Local Transport Plans Policy Evaluation in
Part 1, Final Report, 2003.

Chairman: That is the Atkins report.

Q135 Graham Stringer: That is page 13, Integration
(Chapter 7). You say, “The case studies, our review
of LTPs and Government OYce LTP assessments
show a good level of consistency with national
policies. However, in many cases this is due to the
prescription of the LTP Guidance rather than the
aspirations of local Members, who may see electoral
advantage in appealing more to car users and whose
rhetoric may be at odds with the principles set out in
the LTP.” The point I am trying to get you to
comment on really is that in your reports you are
saying that local authorities are not doing very well,
but I have the reports carefully and it seems to be
that you are saying that they disagree with some of
the government guidance, and you do not really
distinguish where there is a policy diVerence from
the elected Members there from what the
government wants.

Mr Spear: Firstly I would query the point about we
are saying that the authorities are not doing very
well. I think given the diYculties of the process I
think very good progress has been made.

Q136 Graham Stringer: Could I just be clear? It is
particularly in the first report where you are talking
about failing local authorities, weaker local
authorities, so they clearly, in your terms, were not
doing very well, and this is saying here that it is really
code for saying that there is a disagreement, that
local Members actually do not agree with the
national objectives.
Mr Spear: I think what we are saying is that there is
certainly a tension between the objectives and the
criteria which may be set out in the first Local
Transport Plan and the decisions that Members may
make on a more day-to-day basis in terms of the
particular programmes and schemes which are being
delivered, which are more on a scheme basis rather
than a high level strategy basis. I would argue that
that is part and parcel of any process that gives more
decision-making powers back to the local Members
compared to the TPPs where it was ministers who
were eVectively making the investment decisions.
We now have the process under LTPs where actually
local Members and local authorities themselves have
more discretion to make decisions. Inevitably that is
going to lead to more tension between the Members
at local level and ministers at DfT level.

Q137 Graham Stringer: That is really the point, is it
not? What I get from reading these reports is that
while the Local Transport Plans should be just that,
that actually there is some resistance to those Local
Transport Plans, and if there is a resistance—the
way I read the reports that you have written—is that
authorities do not get the money. So that there is an
appearance of local decision-making but you say
that when local Members do not like it they see
electoral advantage. That is probably what they are
there for, to represent the opinions of local people.
It is a very odd way of describing what local people
want to do. You do not think that that distorts the
whole process?
Mr Spear: I would agree that it is a balancing act
between reflecting the national transport priorities
and reflecting the local transport priorities where
they may not be identical.

Q138 Graham Stringer: If I can ask two or three
more questions? Would you take that to the point
that actually at the end of this process the national
priorities are squashing the local priorities? That the
national priorities are winning because you do not
get funding if you do not do what the national
priorities say?
Mr Spear: I would not put it as starkly as that. If you
look at the current Share Priorities—congestion,
accessibility, road safety and air quality—a lot of
this is motherhood and apple pie stuV, it is not things
that local Members or Ministers would necessarily
disagree about. There are some areas—and I
would probably focus particularly on economic
regeneration and the sustainable communities
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agenda—where there is probably more of a gap
between the local level and the national level and
how that Agenda was taken forward. So, yes, there
are tensions, there are diVerences in interpretation
but I would not necessarily say that the two are
mutually exclusive.

Q139 Graham Stringer: That brings me neatly to the
next point because you are rather scathing—and I
can go to the reference—about the relationship with
the Regional Development Agencies and you almost
dismiss them and say that they are only interested in
economic regeneration and their policies do not fit
into the transport policies somehow, so the RDAs
have got it wrong with being interested in creating
jobs.
Dr Southern: I do not think we are saying that the
RDAs have got it wrong; I think they are seeking to
deliver on diVerent objectives. As I understand,
there is no PSA target for the Department for
Transport which is related to economic
regeneration directly.

Q140 Graham Stringer: You are absolutely right but
do you not find it rather strange that the prime
objectives, which are safety, air pollution and
accessibility, do not have as a priority what most
local authorities and certainly what the RDAs have
as their priority, job creation and economic
regeneration? Is that not a weakness in the national
transport policy rather than in the local authorities
and the RDAs?
Dr Southern: I think there is a weakness in as much
as central government, as I understand it, does have
through ODPM a focus on regeneration and
sustainable communities, but that is actually
through a diVerent department rather than the
Department for Transport. I think there is an issue
over the extent to which the government is joined up
in this approach.

Q141 Graham Stringer: Would it not be helpful then,
in your reports, where you say that local authorities’
policies, particularly when you are dealing with the
weaker local authorities, should be more joined up,
would it not have been worth a reference to central
government to say that their policies should be more
joined up?
Dr Southern: I think that work was beyond the scope
of the weaker local authorities work which did not
consider the evidence on which to base that. There is
some work at the moment being done by the
Commission of Integrated Transport, which
involves looking at precisely those issues regarding
delivering some of the economic growth in housing
in growth areas.

Q142 Graham Stringer: Do you not think that the £5
million threshold is ridiculously low and that that
gives more and more central control as inflation eats
away at that, the real value of that £5 million?
Dr Southern: Yes, there has been considerable
debate about whether that £5 million is at the right
level and there is some consideration whether it
should be raised to £10 million. I think there is an

issue with any scheme which falls slightly below that
threshold as to whether there will be suYcient
funding to pursue that through the Integrated
Transport block, so there is a danger that the higher
level that you will miss out on schemes in the
£5 million to £10 million category if that level was
raised to £10 million.
Mr Spear: Just to add to that, we did actually do
some work on that specific issue at the earlier stages
of the research looking at that threshold, and we did
look at whether it should be raised to £10 million,
and we also looked at whether it should be lowered
down to maybe £2 million to £3 million for some of
the smaller unitary authorities who might not
otherwise have been able to identify a major scheme
in their area. So actually that debate cuts both ways.

Q143 Graham Stringer: Did you make a
recommendation when you looked at it?
Mr Spear: Our recommendation to the Department
in that report was for smaller unitary authorities.
There was a case for not adjusting the threshold per
se, and actually designating a new type of scheme
which we called the Intermediate Scheme, which
would have simplified appraisal requirements
attached to it, and that would allow some of the
larger schemes for a smaller authority to be delivered
outside of the LTP block.

Q144 Graham Stringer: How much has the
Department for Transport paid you for these works?
Dr Southern: The total contract value over a period
of four years, of which we are in the third year now,
is in the order of £700,000.

Q145 Mr Scott: A question for Dr Southern and Mr
Spear. You recommended that transport be given
more weight in the Corporate Performance
Assessment back in 2005. Was this recommendation
implemented?
Mr Spear: This is in relation to the Comprehensive
Performance Assessment?

Q146 Mr Scott: Yes.
Mr Spear: You are right in the sense that the first
stage of CPA—the importance of transport was
relatively small—and we are talking about 2% in
terms of the actual—

Q147 Chairman: You are getting a bit confidential,
Mr Spear, when you are talking about money; could
you give us a little more voice?
Mr Spear: I was just saying that in the first stage of
CPA the importance of transport, you are quite
right, was relatively small. In CPA “the harder test”,
as it is known, the 2005 model, there are some
changes but they are relatively minor in terms of
what is called the service assessment and the best
value performance indicators. So the immediate
impact of the CPA harder test on the Department
for Transport is going to be relatively small.
However, there is a new requirement to include
transport and sustainable communities within the
Corporate Assessment, which is actually looking at
the performance of the authority overall and the
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operation of the centre. That does go into some
detail about how the authority is delivering
transport—is it linking the transport to wider
objectives, does it have a good strategy in place and
is it delivering it and so on? Given that the Corporate
Assessments have a three-year cycle to run through
all the authorities I think what you will find is that
transport does become more recognised at the
corporate level. However, it has not happened
instantly and it will actually creep in over time as the
new Corporate Assessments work their way
through.

Q148 Mr Scott: Would you say that if more
decision-making on transport were given to local
authorities that perhaps it would have a far higher
priority, which would be reflected in performance
assessment? Would you disagree with that?
Mr Spear: I would not disagree with it. What I
would say is that authorities do face a range of
diVerent priorities, some of which they perceive to be
more pressing than others, and certainly a consistent
element of our research is that at corporate level
authorities understandably will look more towards
things like education and social services because the
budgets are higher, they are more politically higher
profile and the members may get more inquiries
about them. Unless there is a dramatic change in the
priorities that they perceive from the public I cannot
see transport rising to be the top priority. I think it
is going to be an important one—it is a bit like the
plumbing, if you like, it basically needs to be done
but no one is necessarily going to focus on it as the
be all and end all in itself. In answer to your
question, giving authorities more decision-making
powers beyond what they have in LTPs, I am not
sure that is going to give transport a higher priority.

Q149 Mr Scott: Would you agree, though, that it is
fair to say—you have spoken about the priorities of
local authorities in education, et cetera—that
without a good transportation system you have
problems with all the other things?
Mr Spear: Absolutely and that is the argument that
local transport oYcers and deputy chief executives
and members need to be putting. The argument for
transport is not as an end in itself, it is actually about
how do you make these other things work, so how
do you get children to school eVectively, how do you
get people into employment if the cost of the bus fare
may actually be the main thing that is keeping them
from achieving that, which is very much about
joining these things up, which we have been talking
about just now.

Q150 Mr Scott: I am sorry to push you on this, but
surely then giving local authorities a bigger role to
play in that is going to encourage them to put
transport far higher up the agenda?
Mr Spear: It will do but it is also, I think, members
and authorities themselves recognising that these
things can actually be joined up with the powers that
they already have.

Q151 Mr Clelland: Did you find that there is a better
focus and more priority given to transport where we
have specific transport authorities such as the
passenger and transport executive areas or
Transport for London than we do in areas where it
is merely a matter of general authority to the local
council?
Mr Spear: To some extent in the larger conurbations
clearly there tend to be some bigger transport issues
anyway, and there is certainly a greater capacity in
the authorities to deal with those issues. I am not
able to comment on how transport priorities are
judged to be relative to other priorities in the major
conurbations.

Q152 Mr Clelland: We have been hearing that
transport does not seem to get suYcient priority in
some authorities because it is competing with other
services, but have you found a diVerence therefore
between those areas where we had transport
authorities set up as opposed to the shire areas where
the county councils were doing that and have all
those competing objectives?
Mr Spear: The work we did with weak authorities
demonstrates that certainly in some of the small
authorities that there was not the political will or the
capacity to deal with transport adequately and it is
pushed down the agenda.

Chairman: Can I ask for shorter questions and
shorter answers now? Mrs Ellman.

Q153 Mrs Ellman: Is it possible to get a
comprehensive picture of what is happening in
transport through the Annual Progress Reports?
Mr Spear: I think the answer is yes in the sense that
that is what the APRs are there for. The APRs do
give us a good picture across the country of how
much money is being spent, what type of schemes are
being delivered, and in broad terms whether
authorities are on track to meet their targets.
Moving on, the so-called delivery reports for LTP1,
which are due this July, which will cover the whole
five-year period of LTP1 where authorities will
eVectively be looking back and saying, “What have
we achieved? Have we delivered what we said we
were going to deliver? Have we met the targets?” and
so on, will actually provide a lot more information
over the whole round. The one qualification I would
put on what I have just said—and we talked about it
just now—is the issue of the targets and whether the
data which is being collected for the targets is
necessarily as robust as we would like it to actually
get a fully accurate picture. We do have examples of,
if you add up the APR data, for example, on bus
patronage and then you compare it to national data
on bus patronage you get a slightly diVerent picture
in terms of trends and what is going on in diVerent
parts of the country. That is really a question of
looking at all of the data available and then coming
to a view.

Q154 Mrs Ellman: So would you say that there
should be any change in the number of targets and
what those targets are?
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Mr Spear: Given that we have just signed up to a
new set of targets in LTP2 for the next five years I
think it would be probably premature to change
them again in the short-term.

Q155 Mrs Ellman: Are you satisfied with them as
they are?
Mr Spear: I think in overall terms the spread of core
targets—that is targets set by DfT—in broad terms
is about right in terms of the key things that you
would want to look at, and of course authorities are
able to set local targets themselves as well.

Q156 Mrs Ellman: But are the targets set
comparative? You might have one local authority
with very ambitious targets and another one that
requires very little change. Would anyone else like to
comment on this?
Mr Carden: I think what you are picking up is
correct, that the judgment of the performance of
local authorities is very dependent on how they
select the target they are going after, and that is
something which needs to be taken, where it can be
more normalised by looking across the country.

Q157 Mrs Ellman: How would regional monitoring
rather than local monitoring work, as Atkins
suggested in their submissions? How would it
actually work?
Mr Spear: I am not sure that we suggested that
regional monitoring—

Q158 Mrs Ellman: You suggested that some regional
monitoring should be introduced since the impacts
of some initiatives were only to be seen at a regional
level. Who will do that?
Mr Spear: I would suggest that the obvious lead
agencies for that would be either Regional
Assemblies or the Regional Development Agencies.
This is really about how you monitor Regional
Transport Strategy.

Q159 Mrs Ellman: Yet you have said in other
evidence that you thought the Regional
Development Agencies did not know much about
transport. Did you have any evidence at that stage?
Mr Spear: I do not think we said that they knew
nothing about transport; I think our comment was
that the RDAs and their remit, indeed, was to look
at economic development and of course transport
covers a wider range of priorities than economic
development.

Q160 Mrs Ellman: Has the Local Transport Plan
process given local authorities the flexibility that
they were seeking over the five-year period?
Mr Witten: I think there have been some problems
with flexibility and I believe that in the introduction
of LTP1 that flexibility was actually mentioned as
being an objective, but then when local authorities
tried to flex they found that that was actually
frowned on. So, yes, I believe that that has been a
problem for local authorities during the course of
LTP1.

Q161 Mrs Ellman: What changes would you like to
see to make that flexibility a reality?
Mr Witten: I think there could be a case for local
authorities, especially groups of smaller local
authorities being able to share between them
diVerent stresses in their programmes. So there are
schemes that maybe fall underneath the £5 million
threshold for major schemes, but still have quite
lumpy expenditure profiles. It might be interesting to
see if local authorities would be interested to share
their expenditure between each other, to actually
even out that lumpiness.

Q162 Mrs Ellman: If the Annual Progress Reports
were every two or three years what impact would
that have on funding allocations? Would it be a
matter of concern? Does anyone have a view?
Dr Southern: My view on that would be that I would
not have a major concern. I think there is a concern
which is separate from whether they produce their
Annual Progress Reports and their approach to
monitoring. Monitoring what they are doing should
be used as a management tool and they should be
doing it anyway and adjusting their programme
accordingly. There is a danger that if they are just
relying on reporting because government asks them
to report that it becomes a tick-box exercise rather
than being done as a useful management tool.
Mr Carden: If I could add to that? I would have
concern if it moved into to three years. If one got into
a situation where monitoring did not happen
because there was not a demand for it then three
years would be too big a window. I think one of the
other key issues with monitoring is to introduce the
collection of data as part of the business delivery, so
that it is not an additional task, it is just part of local
government eYciency.

Q163 Mrs Ellman: What proportion of authorities
registered as weak and needing assistance in
preparation of local plans have actually improved?
Mr Spear: It is a relatively small number and it has
been decreasing over the last three years. I think last
year it was about four out of 85.
Mrs Ellman: Four out of 85?

Q164 Chairman: The 85 were the weaker groupings,
is that what you are saying?
Mr Spear: No, there were 85 LTPs in round one, and
four in APR5—the last APR—were classified as
weak by DfT.
Dr Southern: The year before that it was eight and
the year before that it was 10, but to take the ones
that were classified as weak within APR3, the 10,
very few, if any, were classified as weak in APR4.

Q165 Mrs Ellman: Akins have recommended that
those authorities should be helped by a mixture of
sharing, best practice and training. Was that taken
up?
Mr Spear: There has been an ongoing programme of
contact between those in Government OYces and
DfT, but the details of that you will need to ask the
Department.
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Dr Southern: There is also a local authority network
now for sharing best practice as well, which has been
in existence probably no more than two years.

Q166 Mrs Ellman: What about the amount of
money spent on bid preparation? Can that be
improved in any way? Mott MacDonald, how do
you view that?
Mr Witten: I think that the one size fits all kind of
advice on schemes is a bit diYcult or can prove
diYcult, and I think there could be a more targeted
approach where there is actually a variable scale of
the amount of eVort required, depending on the
nature and the extent of the scheme.

Q167 Graham Stringer: On that point, is it possible
for you to make an estimate of how much waste
there is in the system, how much money local
authorities spend in preparation for schemes that do
not happen or in terms of talking to central
government? How much ineYciency and waste is
there in the system attached to it?
Mr Witten: Unlike my colleagues, or my
competitors, WS Atkins, we have not done a
national study of local authorities so I cannot give an
answer nationwide. But I do know that some
authorities put a lot of eVort into preparing
submissions for major schemes and felt that they
could have been helped by better advice from DfT
on the kind of scale, size and amount of major
schemes that it might be possible for them to
achieve. So I believe there has been some
ineYciency there.

Q168 Graham Stringer: Can you give us help in the
schemes you have been involved in? Is it five, ten,
15% of the total costs as reported?
Mr Witten: No, I could not give an estimate.
Mr Carden: Just to come in on that, I think it is very
important that one looks at schemes which do not go
forward and decide whether that work is actually
aborted. It may well be that a local authority learns
a great deal about their transport process in taking
a decision not go to forward with the scheme, and so
the work may not be entirely wasted, though it may
not go forward and get government funding.

Q169 Graham Stringer: Do Atkins have a view?
Dr Southern: I would not be able to quantify it but I
would agree that certainly in some of the major
schemes I am aware that there has been a
considerable amount of work done over a
considerable number of years in the preparation.
How much of that is aborted is impossible to say.

Q170 Chairman: What about post-scheme
evaluation? It is all very well saying, “We made this
recommendation and we do not know whether they
actually did it or not,” which is what you have said
previous schemes, and then this business on the
schemes themselves. Has nobody asked you to look
at the actual impacts that were forecast?

Dr Southern: I understand that certainly on major
schemes and particularly light rail schemes that have
been implemented there have been detailed studies
looking at the impacts

Q171 Chairman: Do they support what you have
said? I would have thought one would have quoted
someone else who said, “Yes, that is right.” Is that
not the case? Have you not had evidence that in fact
your view is supported by subsequent reports?
Dr Southern: I am sorry, a view on what; I am not
sure that I follow?

Q172 Chairman: To review the whole question
because after all you have made this point very
specifically on waste and on discontinuance of plans
and now Mr Carden says do not entirely use that as
a negative because they may have learned during the
process of preparing the bid something that is
subsequently used. The Committee need to know. If
there is a large amount of work being done by
local authorities, which has to be abandoned for
one reason or another, and is costing a lot of
money, taking a lot of time, what you are
saying to us is that that should not be allowed to
continue, the Department needs to tighten up its
recommendations. What exactly is it you are saying?
We are talking big, big bucks here; we are talking
large amounts of money. Are the local authorities
wasting their money and is it because they are not
given clear guidelines in the first place, or is this a
general view that you think there are too many
schemes and too many people putting in too many
bids and they should be doing something better like
clearing the drains? I paraphrase.
Mr Witten: I think that DfT need to engage more
with the local authorities in terms of what is realistic
for local authorities to put forward.

Q173 Chairman: So you are actually saying, Mr
Witten, that local authorities should be told much
more precisely how likely they are to get something
and not just told to put in bids; is that what you
are saying?
Mr Witten: Yes, given better advice on the scale of
funding that might be available and the kind of
scheme that might be funded.
Mr Goodwill: I know in my region in Yorkshire that
we have two schemes, the Scarborough Integrated
Transport Scheme, a £17 million scheme which was
pulled two weeks before they were due to cut the first
sod and a lot of money went into that, and the Leeds
Super Tram which they spent squillions getting
ready for it and it was pulled fairly late. What is the
hit rate for these schemes? Are we talking 10%, 20%,
50%? How much money is being wasted by local
authorities in preparing these detailed schemes only
to be told right at the altar that they are being jilted?

Q174 Chairman: Expensively jilted! Come on
gentlemen, you are the consultants, you know all the
answers otherwise you do not need to be paid!
Mr Witten: We have not done a national study on
that; we work with a number of local authorities but
by no means all.
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Q175 Mr Goodwill: For example, how many light
rail schemes have been prepared and how many have
been allowed to go ahead?
Mr Carden: I do not know the answer to that
question. I think an issue here is that there are too
many large and very expensive schemes to prepare,
which get jilted at the last moment.

Q176 Chairman: I do not want to spend too much
time now. Atkins’ report recommended that the
Second Edition Guidance should give greater
emphasis to the importance of revenue funding. Did
the Department respond?
Mr Spear: We recommended the importance of
revenue funding and we also recognised that it was
not purely an issue for the Department for
Transport.

Q177 Chairman: I am prepared to accept the
qualifications but did the Department respond? Did
they act on your recommendations?
Mr Spear: The Department’s response in the second
Local Transport Plan Guidance was to give more
emphasis to revenue funding, supporting LTP
objectives, which is an advance on the first round
guidance. The second issue is that DfT’s argument in
that guidance is that it comes back to this joining up
issue and actually for local transport oYcers and
departments to be making the case within their
authorities, to emphasise the importance of
transport and to meet corporate objectives and
therefore provide greater justification to members
why the transport budget should be maintained or
even increased.

Q178 Chairman: So you are really saying that that is
the way in which you can ensure adequate revenue
funding for transport improvements?
Mr Spear: It is a way within an authority if the
revenue support grant and the local government
settlement to authorities remains the same.

Q179 Chairman: It has been suggested that whole
life costing and good asset management with
strategic transport planning is not helped by having
separate capital and revenue funding streams. Is
that right?
Mr Spear: Personally that is not a statement I would
disagree with.

Q180 Chairman: That is a double negative. We will
take that as a yes. That must cost the Department a
lot of money—too many double negatives and I
would ask for my money back! Would a major
scheme threshold of £2 million for small authorities

Memorandum submitted by Hampshire County Council

Summary

Hampshire County Council considers that the Local Transport Plan (LTP) process is a substantial
improvement on the Transport Policies and Programme (TPP) process that preceded it. The LTP process
provides a strategic approach to transport planning. The County Council particularly welcomes the freedom

lead to a significant increase? You have mentioned it
briefly but supposing we went for a £2 million
threshold for smaller authorities?
Mr Spear: It might lead to a larger number of major
schemes coming forward from smaller unitary
authorities. I think the £2 million threshold
probably relates back to the last session when you
were talking to Transport for London, and the
definition of a major scheme in London is
£2 million—outside of London it is five.

Q181 Chairman: Is it going to be more diYcult to
win funding for major schemes in the second round?
Mr Spear: Almost certainly yes. In the first round
this was in the days just after the publication of the
Ten Year Plan. The national transport budget was
relatively flush. In the second round public finances
are more constrained and the DfT has been saying
for about the last two years that certainly getting
major scheme funding in LTP2 will be more diYcult.
Firstly, I think, because funding is more
constrained; secondly, there have been the lessons
learned from the experience of major schemes in the
first round where possibly a lot of the schemes
approved in 2000 were approved too early and at a
stage where they were not ready to actually go
forward to statutory process and detailed planning.

Q182 Chairman: Some of the “excellent” authorities
were told that they were not going to be required to
produce Local Transport Plans. Would the absence
of a five-year planning document such as the Local
Transport Plan lead to a lack of strategic planning
and accountability? Dr Southern?
Dr Southern: I would say potentially yes, and I think
some of the excellence authorities have responded by
saying that if even there is a requirement on them or
not to produce it that it is sensible and good practice
to produce a Local Transport Plan.

Q183 Chairman: Finally, how successfully has the
Smarter Choices Agenda been incorporated into the
second round?
Mr Spear: It is too early to tell in the sense that the
second round only started on 1 April. If you are
asking is the Smarter Choices Agenda more strongly
reflected in the second LTPs as strategic documents
and planning documents, I think the answer is yes.
Whether that leads to better delivery of travel plans,
travel awareness campaigns and so on by local
authorities, I think remains to be seen, particularly
as many of those measures eVectively are revenue
based rather than capital based.

Chairman: Gentlemen, you have been very patient
and I am sorry to have forced you to sit there
through our longueur, but thank you very much
for coming.
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provided in the allocation of funds to diVerent projects. This is considerably more flexible and useful than
the TPP system which included a large number of relatively small ring-fenced allocations.

Local Transport plans are more than just funding documents. With the impending abolition of Structure
Plans, LTPs provide the only opportunity for strategic transport planning at a level below regional spatial
strategies.

Whilst the overall principle of the LTP process is sound, the County Council has a number of concerns
about the details of the process:

— The first LTP period (2000–05) commenced with a welcome increase in LTP funding. This has
allowed for more integrated transport schemes to be delivered and a start to be made on tackling
a backlog of local road and bridge maintenance. However, it is disappointing that the funding
levels did not continue to increase over this period to the extent that was announced in the 10 Year
Plan for Transport.

— The formulaic approach to funding is not the most appropriate way of allocating funds. It bears
very little relation to the need to spend on transport or on authorities’ ability to spend.

— The LTP’s focus on capital expenditure has not kept pace with developments in transport policy,
which now place more emphasis than in past years on revenue funding interventions.

— The process for developing and assessing major schemes needs a radical overhaul. Major transport
schemes such as the South Hampshire tram scheme are expensive to develop. The County Council
experienced poor and inconsistent guidance from the Government, a protracted decision making
process and an eventual decision which was not consistent with the Government’s own guidelines.

— Guidance on the LTP process is generally comprehensive, but is hampered by being developed
piecemeal, by being unacceptably late and by being too ambitious.

— The assessment of annual progress reports was initially flawed and simplistic, in that it
concentrated on delivery of outputs (number and type of schemes delivered) at the expense of
outcomes. It is welcome that this has recently been recognised.

— The County Council is seriously concerned about the assessment of the provisional second local
transport plans. The process does not appear to be suYciently accurate to justify the level of
performance rewards and penalties.

Responses to Individual Questions

In terms of local transport funding:

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

The County Council’s experience of local transport funding is mixed.

The overall local transport capital settlements have generally worked well for smaller schemes of less than
£5 million. The initial increase in LTP funding at the beginning of the period allowed a large programme of
schemes to be developed and implemented. The annual allocations have been broadly in line with
expectations, although it is disappointing that the levels of funding promised in the 10 Year Plan for
Transport have not been delivered. The 10 Year Plan announced LTP expenditure of £2.1 billion in 2006–07,
compared with the £1.6 billion that was actually allocated. This calls into question the adequacy of the local
plan settlements. Hampshire’s annual integrated transport settlement is around £12 million, which is less
than £10 per resident per year.

The annual allocations for maintenance are inadequate. The County Council considers that spending on
asset management should be a high priority.

The annual variations in allocations can make it diYcult to plan for future years. For example, the
allocations for 2006–07 could have varied from a 25% increase over the formula allocations to a 12.5%
decrease.

The County Council has good experience of major scheme funding for a bus priority scheme on the A3
from Waterlooville to Portsmouth. Funding allocations met expectations and there has been a good level
of communication between the Council and the Government.

By contrast, the process for developing and approving the South Hampshire light rapid transit scheme
has been very poorly handled by the Government. The County Council developed this scheme following
encouragement from the Government. The 10 Year Plan for Transport envisaged 25 new light rail lines by
2010. The scheme was formally accepted as a major scheme in 2001.
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The estimated cost of the scheme was endorsed by the Government’s own consultants, based on prevailing
levels of confidence in the light rail industry. Partly as a result of Government delays and discouragement
of light rail schemes, the eventual bids received following a tender process were higher than either the
promoting authorities or the Government had anticipated.

In July 2004, the Government subsequently asked the promoting authorities (Hampshire County Council
and Portsmouth City Council) to review the scheme to see whether savings could be made and more of the
risk could be borne by the promoters. Despite meeting all of the Government’s requirements and the scheme
having a very high benefit to cost ratio of more than 4:1, the scheme was eventually rejected in December
2005.

The Government’s mishandling of this scheme has lead to an ineVective use of public resources. The
scheme cost in excess of £10 million to develop, with around £500,000 spent in the last 18 months to meet
the Government’s requirements.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

There is considerable confusion over funding protocols at national, regional level and local levels.
Formulaic allocations are used to determine the LTP allocations of individual authorities and also to
determine the regional funding allocations for major schemes. In both cases, the formulae are not suYciently
accurate to assess the need or ability to spend on transport schemes. The formulae rely heavily on factors
such as population size and density, which bear little or no relation to existing transport capacity or
problems.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

Additional transport resources can be raised through developer contributions, although these are limited
to areas where development is taking place. The County Council would prefer a tariV system for collecting
developer contributions, to simplify the system. It would also be helpful if allocations collected could be used
more widely than currently. The County Council is concerned that proposals for Planning Gain Supplement
could have the eVect of reducing funding for strategic transport improvements.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

The LTP system’s focus on capital allocations has not kept pace with developments in transport policy.
It is now evident that considerable gains can be achieved by more emphasis on revenue transport measures,
such as improved marketing, information and travel planning. These measures can be very cost eVective
ways of improving accessibility, reducing the need to travel and encouraging modal shift to more sustainable
modes such as walking, cycling and public transport. The County Council’s ability to implement such
measures is hampered by the lack of revenue funding through the LTP. It is recognised that alternative
revenue funding streams exist, such as revenue support for bus services. However, these are under increasing
pressure due to rising bus costs and the abolition of Government funding streams such as rural and urban
bus grants/challenges.

The County Council has been frustrated by the large number of Government funding streams which often
have unrealistic objectives and tight deadlines for preparing bids. For example, a recent programme of
ODPM “Growth Points Funding” asked for fully assessed bids to be prepared within a few months. The
scope and nature of the Transport Innovation Fund has changed considerably since it was first announced.
Local authorities can incur considerable costs in preparing bids for competitions such as these.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

The LTP process has become complex and time-consuming. Contrary to the promises in the first LTP
guidance, it has now become more onerous and costly than the TPP system it replaced. The major scheme
bidding process now represents a high risk for local authorities, with no guarantee that costs will be met. The
addition of a regional layer of assessment and recommendation has added to the complexity of the system.
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More could be done to reduce the wasted eVort of producing scheme bids that do not get accepted.
For example:

Consistent advice and guidance from the Government: in 2001, the Government’s 10 Year Plan
for Transport planned 25 new light rail lines by the end of the decade. Local authorities were
encouraged to develop proposals. In 2004 and 2005, it rejected most of the light rail lines under
construction.

Consistent decision-making: the Government’s own guidance on major scheme aVordability says
that schemes with a benefit to cost ratio of more than 2:1 should usually be funded. The South
Hampshire light rapid transit scheme with a benefit to cost ratio of over 4:1 was rejected.

Clarity of decision-making: the Government has yet to explain fully why the South Hampshire
scheme was rejected, other than on grounds of “aVordability”. However, despite some cost
increases, the scheme retains a higher benefit to cost ratio than some major schemes that have been
approved and constructed. The County Council does not understand what caused the scheme to
be rejected or what it would need to do to have the scheme (or a revised proposal) accepted in
the future.

Prompt decisions: the Government’s delay in reaching a decision on the South Hampshire scheme
and request for further work added at least £500,000 to the cost.

In terms of local transport planning:

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

LTP guidance was generally comprehensive. However, it showed signs of being developed piecemeal.
Instead of issuing a single guidance note, the Government provided guidance over a long period of time and
in a succession of written guides, seminars and emails. Some elements of the guidance were ambitious. For
example, the Government made laudable attempts to provide all authorities with tools to measure
accessibility and congestion. However, insuYcient time was allocated for the development of these tools.
This meant that guidance on accessibility arrived very late, accompanied with software that had not been
fully debugged. Guidance on congestion monitoring could not be completed in time for the LTPs to be
submitted.

Some additional guidance was provided in the December 2005 decision letters, with email clarifications
provided in January and February of 2006. As the deadline for full LTPs was the end of March 2006, this
provided very little time to react to the guidance.

As a result of this late guidance, most of the consultations on the LTP were shorter than the Government’s
guidelines on consultation.

Some parts of the second round of LTPs were an improvement on the first round. It was encouraging that
the second LTPs concentrated more on measuring outcomes than on measuring activity and outputs. The
new approach to accessibility, whilst incomplete, is a valuable way of assessing how transport can contribute
to social inclusion and quality of life.

One of the easiest ways for the Government to improve the next round of LTPs would be to start the
process sooner of developing the guidance and policy framework. That would allow time for proper
consultation with local authorities. It would also allow time for problems with data and software to be
resolved. As the following indicative timetable suggests, the work of developing the next round of LTP
guidance should start in the near future:

2006–07: Government prepares LTP guidance
2008: Government consults on LTP guidance
2009: Guidance published; authorities start to write LTPs
July 2010: Third LTPs submitted

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

LTPs have been successful in focussing expenditure and eVort into the most eVective solutions. The
planning framework has also allowed authorities to integrate transport planning activities into wider policy
objectives. It is clear that this has helped to improve access to jobs and services and to achieve a range of
transport objectives. For example, Hampshire County Council has achieved its safety targets ahead of the
national targets. However, progress is restricted by the relative low levels of funding available. The costly
and onerous task of producing the LTP will have diverted some resources from measures to improve
transport.
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Whilst the Department for Transport recognises the importance of economic development, this is mainly
aimed at tackling existing problems rather than dealing with the impact of new development.

In comparison with the first LTPs, the current Government guidance has a more narrow focus on
transport issues and on outcomes that can be measured, such as safety, congestion, accessibility and air
quality. Whilst this gives a welcome focus to transport planning, it can have the eVect of devaluing work in
other areas that may be more diYcult to measure. This can include measures to improve community vitality,
improve quality of life and to improve access to services in ways that do not require transport improvements
(for example, by making more services available locally, by phone or by internet).

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

The assessment of Annual Progress Reports has been unduly simplistic and misleading. Until recently,
part of the assessment looked at how well local authorities had delivered the exact programme that they
had predicted in the previous year. Under this system, local authorities were praised for not varying their
programme from their original projections. This had the eVect of stifling local authority flexibility and
rewarding an authority that set itself low targets at the beginning of the year. For example, in one year
Hampshire County Council took the sensible step of redirecting funds from one policy area into road safety
to help meet a stretch target. This decision was praised by the Government, but still resulted in a lower APR
assessment.

The County Council welcomes the fact that this anomaly has been recognised. Future assessments will
be based on progress against outcome targets rather than on arbitrary targets on spend and the number of
schemes built.

There are similar problems with the assessment of Local Transport Plans. The County Council is
concerned that the Government’s assessment of its LTP was not consistent with the assessment of other
LTPs. The LTP was criticised for omitting information that was not required by the LTP guidance and
which other authorities had not been required to include.

Because of these diYculties in assessing LTPs and APRs, there does not appear to be suYcient confidence
to justify the performance elements of LTP allocations. In the 2005 local transport settlement,

An “excellent” APR received a performance award of an additional 12.5%.

An APR ranked as “good” earned a performance award of an additional 5%.

An APR ranked as “fair” received a deduction of 5%.

These three rankings were closely grouped. A score of 88% or higher was assessed as “excellent” and 81%
or lower as “fair”. Thus, a span of 7% in assessment could result in reward funding of between a 12.5%
increase and a 5% decrease. The County Council does not consider that the assessment process is suYciently
accurate or robust to justify these variations in funding.

How successful is the balance between infrastructure projects and travel planning initiatives?

See answer on revenue/capital funding imbalance above.

Conclusion

The LTP process remains a valuable way of planning transport interventions. It has continued to evolve
since it was first introduced in 2000. There are serious concerns over the overall level of funding available
and the details of how the system is administered.

26 April 2006

Memorandum submitted Devon County Council

Summary

1. As a Centre of Excellence for Local Transport Delivery and Beacon Authority for Road Safety,
we welcome the increased levels of Government investment in local transport funding and strongly suggest
that its scope is extended to encompass revenue funding. We feel that LTPs should become part of the
warp and weft of national and European transport policy rather than a separate thread.



3450581020 Page Type [E] 20-10-06 23:58:33 Pag Table: COENEW PPSysB Unit: PAG2

Ev 72 Transport Committee: Evidence

Local Transport Funding

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

2. The substantial and welcome increase in local transport capital borrowing approvals between
2001–02 and 2005–06 has enabled the implementation of a wide range of integrated transport schemes
which would not have previously been aVordable. The introduction of the single capital pot has given
us more discretion to allocate capital funding to meet our priorities. Our comments on the separate
process for funding major transport schemes are set out below.

3. Devon County Council has certainly spent its full local Transport Plan allocations and has also
supplemented this funding from time to time from its own capital resources.

4. Cost increases on integrated transport block schemes have been dealt with through adjustment to
the programme within each financial year. However, a significant problem was encountered with a cost
increase in the major scheme which Devon had approved in Local Transport Plan 1. Delivery of this
scheme was delayed, through no fault of the County Council, by a challenge in the High Court about
the actions of the Department’s Inspector. The delay resulted in escalation of the scheme cost beyond
that which was originally approved, but the Department for Transport were unwilling to meet the full
extent of this cost increase; in the end agreement was reached that the County Council would contribute
a part of the increase from its own resources.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has
been the impact of the performance-related component?

5. There is a risk that the formulaic funding approach is seen to be rewarding failure, under-
performance or under-achievement, with higher levels of resources being allocated to local transport
authorities which are not meeting their targets. This is partly oVset by the performance-related component
which rewards local transport authorities, like Devon County Council, that have produced well above
average LTPs and Annual Progress Reports. The indicative allocations over the five years of the LTP
have helped longer-term planning.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy
Prime Minister supported local transport projects? Are transport services successful in securing suYcient
revenue funding?

6. The increase in capital borrowing approvals has not been matched by similar increases in revenue
funding: we are capital rich and revenue poor. We would strongly press for highway maintenance, road
safety and public transport revenue funding to be allocated through the LTP system. There is a particular
concern that despite capital allocations for highway structural maintenance there is a growing backlog
of highway repairs, both in Devon and nationally.

7. The separate funding streams, eg the rural bus subsidy grant, Rural Bus Challenge, school travel
plan bursaries, Cycle Demonstration Towns, have usefully supplemented core LTP funding, for those
authorities like Devon which have been able to mount successful bids, but these initiatives can lead to
short-termism and diYcult decisions have to be made when the term of the grant expires.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities
wasting significant resources on preparing and designing transport schemes which do not get approval?

8. The Regional Funding Allocations process, which gives clear guidance on those schemes which are
regional priorities, should help to avoid abortive expenditure for authorities in preparing major schemes
which will not be funded. However, this makes it diYcult for authorities to progress significant schemes
over £5 million pounds which are of importance locally but are not regionally significant.

9. We hope that the current consultation on “Changes to the policy on funding major projects” will
improve the process particularly for the reimbursement of preparatory costs.
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Local Transport Planning

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans
learn from the first, and how could the process be further improved?

10. We have a productive and mutually beneficial working relationship with the Government OYce
for the South West which has helped the process of LTP preparation. The DfT guidance was clear and
comprehensive but the subsequent amendments, re-interpretations and additions have not been helpful
or advantageous. The second round of LTPs has been more focussed on meeting targets and objectives
and the delivery of value for money.

How well have the Local Transport Plans delivered better access to jobs and services, improved public
transport, and reduced problems of congestion, pollution and safety? To what extent has the Government’s
Transport Strategy fed into the second round Local Transport Plans?

11. The second round of LTPs has aimed to achieve the shared central/local priorities for transport.
The DfT have not clearly articulated how LTPs are contributing to the modern, eYcient and sustainable
transport system envisaged in the “Future of Transport” White Paper.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress
Reports give the necessary transparency and rigour in assessing performance?

12. It is too early to judge the eVectiveness of LTPs. The Annual Progress Reports will be replaced
by the July 2006 Delivery Reports covering 2001–06 and subsequent bi-annual reporting of progress.

How successful is the balance between infrastructure projects and travel planning initiatives?

13. We would welcome an explicit recognition that supporting travel planning which complements
investment in infrastructure is a legitimate use of local transport capital.

24 April 2006

Memorandum submitted by the Association of Greater Manchester Authorities and Greater Manchester
Passenger Transport Authority

This evidence, submitted by the Association of Greater Manchester Authorities (AGMA) and Greater
Manchester Passenger Transport Authority (GMPTA), should be read in the context of the current
changing environment for local transport funding. The indicative regional funding allocations (RFAs) have
highlighted the limited, whilst important, role that Local Transport Plan (LTP) funds can play in delivering
future transport infrastructure projects. For example, for the entire North West region, the total RFA for
transport investment in 2006–07 will be £115 million. Therefore, AGMA and GMPTA have welcomed the
Government’s introduction of the new Transport Innovation Fund (TIF) as the main funding resource for
major transport interventions, such as our planned expansion of the Greater Manchester Metrolink system.

Following our receipt last year of TIF “pump-priming” resources from Government, we are now working
with DfT oYcials and other key stakeholders to establish an integrated, corridor-based approach to
transport planning in order to secure the deliver of our Integrated Transport Strategy through a series of
corridor partnerships. The aim of the partnerships is to integrate transport planning fully with the delivery
of a wider set of transport and regeneration outcomes than has historically been the case. All the key
stakeholders within a corridor will be involved in agreeing each set of outcomes in return for Government
agreement to the provision of TIF funding. We are also investigating new innovative funding options for
local transport investment and revised governance systems to support this. It is our intention to complete
this work in advance of a full TIF submission in July 2007.
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Local Transport Funding

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

Funding during the later years of our first LTP exceded indicative amounts given at the start of the
process. This is welcome, however, further funding is essential to enable Greater Manchester to address its
transport problems properly.

There were no indicative amounts for major schemes, so settlement amounts cannot be compared with
them. Moreover, the tendency to submit bids based on the most optimistic delivery timescales means that
it is not instructive to compare bids with settlements.

In total, minor scheme expenditure levels have been similar to those planned. We have greater concern
with regard to Government treatment of major scheme cost increases, which has varied from scheme to
scheme. For example, increases on the Manchester and Salford Inner Relief Route were accepted, but the
cost increases on the Metrolink expansion project were not.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

The formulaic approach to funding is a welcome move away from the previous bidding approach, which
could sometimes work against cross-boundary cooperation with competing neighbouring LTPs. However,
as with all formulaic systems the devil is in the detail—which LTPs benefit or lose out depends upon the
weightings applied to the diVerent components of the formula. In terms of the allocations received by
Greater Manchester, the allocation process has been fair, and produced a reasonable result.

However, the Greater Manchester authorities remain concerned about the extent to which the DfT
evaluation of major scheme bids reflects the wider regeneration or social inclusion agendas. There is a
potential mismatch here with Government policy aspirations for regional economic regeneration and the
renaissance of our major city regions. Appraisal criteria need to include a suitable assessment of, and
weighting towards, a scheme’s regeneration impact if we are not to risk jeopardising the sustainability of
recent regional economic growth. DfT’s consideration of this under the Transport Innovation Fund’s
productivity strand is welcome. We would urge a similar approach be maintained across all major transport
funding mechanisms.

The performance related component resulted in GM authorities receiving a 5% reduction in funding in the
December 2005 settlement, despite achieving a score of 78 out of 100. The performance related approach as
adopted only allows for a small number of authorities to be excellent and hence rewarded. This is because
all of the funding was included in the indicative allocations for local authorities; therefore in order to reward
some authorities, others will have to lose money to make it available. Thus the thresholds have to move to
enable a few authorities to be rewarded. This is counter-productive as it can lead to authorities improving
performance yet being penalised, which was the case in Greater Manchester. The system should be trying
to encourage all local authorities to become excellent.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

Local authorities outside London are hindered by their inability to raise resources for local public
transport schemes through innovative means. This is in contrast to the situation in London where the
Mayor, with a much greater range of powers, has been able to provide a far more integrated system, which
in turn has seen continued increases in public transport patronage.

We would encourage Government to develop new mechanisms that will enable local authorities to raise
resources to support investment in local transport schemes, which they have identified as being essential for
the sustainable economic growth of their areas. The Greater Manchester authorities have engaged
enthusiastically with the current Lyons Inquiry into Local Government to assist in the consideration of
options for identifying new funding opportunities for local infrastructure developments. In addition, we
have put forward a case for the adoption of prudential borrowing arrangements to support our Metrolink
expansion plans, which is being developed further through our ongoing discussions with DfT.
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Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

Census 2001 shows that in Greater Manchester, some 33% of households do not have direct access to car.
In a number of circumstances, the most eVective transport solution to the social exclusion that can result
from this requires ongoing revenue support for a local bus service rather than a one-oV capital expenditure.
Local authorities’ and PTAs’ limited access to revenue resources, coupled with the inability to utilise LTP
resources for revenue activities, means that it is not always possible to deliver integrated transport for those
who need it most.

The deregulated bus networks outside London have resulted in bus companies focussing on the profitable,
often main arterial, daytime routes to the detriment of neighbourhood routes and evening services that are
essential in social inclusion terms. The costs of providing subsidised services in such areas has increased
significantly over the years as the commercial network has reduced in scale. Limited PTA budgets mean that
the level of coverage, particularly in the evenings and weekends, has reduced over the years. This has not
only contributed to social exclusion, but has also been accompanied by reduced bus patronage and increased
car travel, and hence increased traYc congestion. PTA budgets are limited to the resources that constituent
District Councils can aVord to provide when considering against other services, which are often aVorded a
higher priority. This can be exacerbated by the precept system, which has been retained for police and fire/
rescue services, but has not been extended to PTAs since 1990.

Therefore, the balance between capital and revenue remains a significant problem in a number of areas.
With the current system, it is much easier to build new infrastructure than maintain it; it is also diYcult to
fund complementary measures to infrastructure (for example provision of travel planning advice, bus
services, and marketing). Implementation of local transport schemes has meant a growing burden of revenue
demands which are not properly linked in the financial system—for example, maintenance and renewal of
white lining, signing and surface colouring on Quality Bus Corridor and road safety schemes.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

During the early stages of LTP1, when more money was available, the bidding and preparation stage
yielded good returns for LTP authorities; however, since resources for major schemes have become tighter,
LTP authorities are having to gamble on designing schemes with limited prospect of them being funded.
Whilst the Regional Funding Allocation exercise has been helpful in providing an identified level of likely
resources available to a region, we remain concerned that the NWRA is not able to eVectively reflect the
economic importance of the Greater Manchester and Merseyside city regions in coming up with a prioritised
list of interventions. We also note that this process carries no guarantee of funding, since Government still
issues the final approvals. Moreover, we would suggest that there is a spatial mis-match between local
transport planning at the sub-regional level and spending prioritisation at the regional level. We believe that
the devolution of decision-making arrangements to city regions, in parallel with the funding arrangements
discussed earlier in this evidence, would make for a more eVective, outcomes-driven process.

It would be diYcult to stop local authorities continuing to prepare and design major transport schemes,
as the LTP is only one of a number of potential funding sources and it is prudent to have a number of
schemes ready in preparation should additional funding become available. However, we would encourage
DfT to ensure greater certainty for major schemes with “programme entry” status so that the further expense
incurred in full scheme development is not wasted.

Local Transport Planning

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The process could be made much easier for local authorities by central government providing timely
advice. The provision of advice three months or less prior to submission has been problematic, as by this
stage documents are already into approval processes and hence have limited scope for change. Guidance
could also usefully clarify how documents can be made shorter, yet still provide all the information required
by DfT. Despite this, guidance has evolved to give a much clearer indication of how—in theory at least—
the Plan will actually be scored.

One weakness in the LTP process is that there are a number of indicators which DfT set as mandatory
and against which the LTP will be assessed and resources allocated, yet over which the LTP has very limited
influence. For example bus patronage is aVected by the actions of the private bus companies (such as fare
setting and punctuality) far more than via the LTP. Indeed, over the lifetime of LTP1, it has been noticeable
that Government has moved away from qualitative assessments to a much greater concentration of targets,
in the apparent belief that LTPs can deliver them. As noted above, this is not always the case.
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Hence, target setting can pose a significant challenge in achieving an appropriate balance between
ambition and realism. This is increasingly diYcult given that authorities’ funding allocations are linked both
to the extent to which they have shown ambition for the future and to performance against previous years’
targets. We do not believe that, as yet, DfT guidance provides enough assistance and clarity in this regard.

The system still remains a very prescriptive approach and diVers substantially from other disciplines
where central government sets broad policy and direction and then leaves local government to determine
the best way of delivering national policy. For example in spatial planning, government issues a series of
planning statements of national policy and then leaves it to the regional and local levels to develop the detail
to reflect local circumstances and need, whilst still retaining the power to call in plans that are contrary to
national policy. DfT tends to adopt a micro-management approach to LTPs and major schemes requiring
ever increasing amounts of detail to be provided. The latest guidance on major schemes, for example,
states that:

— In order to obtain Full Approval authorities will need to provide a further update on the five
aspects of their original bid, including a revised scheme appraisal. Authorities are asked to provide
full details of the selected bidder’s oVer together with any conditions that apply (including the firm
and final oVer if post tender negotiations have taken place). In certain cases the Department may
additionally request a copy of the selected supplier’s bid document, details of other bids received,
or the authority’s tender evaluation documentation. As part of the delivery aspect, an updated risk
register and project plan with milestones should be provided. The Department will require details
of the evaluation and monitoring proposed by the authority at this stage if not before. Full
Approval will be given when the Department is satisfied:

— that the costs of the scheme are reasonably secured and that the authority has taken
adequate steps to protect itself from the risk of increased costs;

— that the balance of risks and liabilities is satisfactory, is clearly understood and oVers
adequate protection for the public sector against potential increases in costs; and

— that adequate contract management arrangements are in place to ensure delivery to
timetable and budget, including the necessary resource for contract management within
the authority.

— The Department states that it will make every eVort to complete its consideration of bids for full
approval before the expiry of tender prices but cannot guarantee it.

An approach similar to that adopted by ODPM on planning would help to improve the process.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

Whilst several of the above factors have not been explicitly part of the LTP1 monitoring regime, a number
of proxy measures can be referred to, which demonstrate that the increased funding under the LTP process
has contributed to improvement. These factors are a focus for LTP2 and our economic and transport models
indicate a positive eVect of LTP2. By way of an example, with regard to congestion, our LTP1 strategy to
enhance access to major town and city centres has resulted in less congestion for journeys to Greater
Manchester’s Regional Centre than there would have been without the investment we have put into public
transport. In contrast, there has been growth on the local motorway system, over which we have no eVective
control and where there have been limited policy interventions.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

To date, the LTP performance management regime has not been as strong as it could be as there was no
direct linkage between performance and the financial settlement. In addition, the “core” indicators have not
always reflected the breadth of Greater Manchester’s top priorities. However, the December 2005 settlement
did make that explicit linkage which has focussed attention on delivery of the targets and the revised suite
of targets does come closer to reflecting local priorities—although a greater focus on regeneration linkages
is needed to complete this challenge.

The lack of clarity over the scale of ambition needed for targets has been referred to earlier in this evidence.
A good example is that of the Greater Manchester bus patronage target, which was revised upward on DfT
advice after encouraging early progress, but then performance fell back, leading to a missed target. It would
have been preferable for the target to have been left unchanged to reflect the longer-term nature of such
performance trends. Future Delivery Reports need to ensure that authorities strengthen their internal links
between PI reporting and subsequent actions by providing detailed guidance on scoring methodologies in
advance of the assessment process.

Greater Manchester feels that there is insuYcient acknowledgement of the complexities that Metropolitan
areas face in producing LTPs and APRs, which could be said to put them at a disadvantage compared with
a single unitary authority. It simply is not possible to provide the detail of analysis for each part of Greater
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Manchester within an LTP in the way that it is for a unitary authority with between 100,000 and 200,000
inhabitants. The transparency of the impacts of transport investment is therefore compromised. There is
also a failure by Government to acknowledge the time lag between implementation and outcomes.

As with all performance indicators, there is an ultimate distortion of investment from the original
intentions, simply to achieve a specified target. For example, improvement of BV165 (puYn crossings
replacing pelicans) will divert funds away from providing new crossings in locations of need.

How successful is the balance between infrastructure projects and travel planning initiatives?

In-keeping with Government policy, the Greater Manchester authorities are committed to employing
softer, travel change measures alongside infrastructure projects to encourage modal shift. Indeed, as has
been referred to above, many infrastructure projects require associated promotional activity to maximise
their impacts. During LTP1, non-LTP funding money was made specifically available (via a bidding
process) for Workplace Travel Plans and School Travel Plan Bursary posts (and more recently School
Travel Advisers). However no other LTP funds have been made specifically available for any of the other
“Smarter Choices” measures.

Over the duration of LTP1, confusion has remained over the ability of authorities to utilise LTP resources
for mainstream “Smarter Choices” measures. This matter has not been clarified by LTP2 guidance. We
believe that it is essential for authorities to be able to call upon LTP resources to support travel-planning
initiatives, so as to support infrastructure investment and to properly reflect the prominence of this activity
in Government policy. Therefore, we would recommend DfT to clarify the guidance on the extent to which
LTP resources can be utilised for “Smarter Choices” initiatives over the lifetime of LTP2.

April 2006

Memorandum submitted by East Sussex County Council

Summary

The County Council welcomes the opportunity to comment on the issues to be considered by the House
of Commons Transport Committee in relation to “local transport funding” and “local transport planning”.
In responding to the issues raised in the nine bullet points of the Inquiry, to be considered by the Transport
Committee, this response has sought to address all questions within each of the bullet points. This has been
undertaken particularly with an East Sussex County Council perspective in mind. The key issues relate
mostly to local transport funding since, in general, the local transport planning process continues to work
eVectively in itself. The eVectiveness of the Local Transport Plan process is, however, constrained by funding
issues and the Transport Committee are particularly requested to closely examine the concerns raised in this
response. Above all the Committee is requested to reconsider the:

— appropriateness of a funding system based on so-called “supported” capital borrowing approvals
for local authorities likely to experience a reduction in the gap between the FSS based formula
grant and the grant floor (ie “floor authorities”) rather than real financial support for the
borrowing;

— balance between revenue and capital funding for transport proposals; and

— eligibility of direct grant funding for all major scheme costs, including preparatory costs, payable
from receiving provisional approval by the Secretary of State and not conditional upon final
approval.

Response to Issues

The Transport Committee wishes to examine a range of issues. In terms of local transport funding:

1. Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

Response:

The local transport capital settlements have generally accorded with that expected with planned
expenditure and scheme delivery achieved.

The supported borrowing approval has the eVect of reducing the gap between the FSS based formula
grant and the grant floor, and does not produce any increase in actual cash for the County Council to
support the borrowing approval. The revenue budget for the County Council is already under severe
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pressure, as all of the service strands delivered by the Council are competing for a limited source of funding.
As a consequence, the mechanism of funding LTP implementation through supported borrowing approvals
which, given the authority’s status with an RSG floor, places the delivery of the LTP at risk.

Impacts on major schemes have included a lack of specific government allocation for preparatory costs
for developing the Bexhill to Hastings Link Road (BHLR) major scheme. However, progress has been made
with Ministers agreeing (February 2006) to fund £850,000 towards such costs, although it is anticipated that
total preparatory costs could exceed £4 million to take the scheme through statutory processes to being
ready to tender for contract stage in 2008–09. It is essential that all preparatory costs are recoverable, and
that this should not be dependent upon “Final Approval” being received.

The Settlement letter for 2006–07 introduced the 100% direct grant for funding Major schemes and this
is welcomed as a replacement to the former 50% direct grant and 50% borrowing approvals. While it is
understood that this relates to capital construction costs it should also include preparation costs. This would
be consistent with a literal interpretation of the statement in the DfT’s December 2006 Settlement Letter
that states “All funding support for major schemes will also be channelled via direct grant”.

2. Is the formulaic funding approach the most suitable method for allocating transport investment? What has
been the impact of the performance-related component?

Response:

The DfT’s formulaic approach to allocating transport investment in the form of the integrated transport
block (ITB), and the changes to the previous maintenance formula, is broadly welcomed. This has, in the
case of East Sussex, resulted in an increase in the allocation of “supported borrowing approvals”. There
is an important issue relating to the performance-related component to the allocation of ITB. As a “floor
authority” there is not a real increase in revenue grant to repay the interest/debt resulting from taking up
borrowing approvals. The annual announcement and allocation is reflective of the quality of the LTP and
delivery against targets. This in turn has a major impact on the CPA score for the Environment Block and,
therefore, take up of increased borrowing—with the associated borrowing costs—needs to be considered as
part of the Council’s overall priorities when Reconciling Policy and Resources (ie aligning budget setting
process with service delivery plans). While the intention to make a proportion of ITB and highways capital
maintenance block allocations by direct grant as of 2007–08 is welcomed, this should not be confined to the
performance related element in excess of the 75% of the guidelines or 2006–07 allocations respectively.

3. Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What
other powers could be useful?

Response:

Local authorities have increased powers to borrow via the prudential code, however the limitation will
be the ability to finance the debt charges. This is particularly diYcult for floor authorities, refer to question 2.

“Roof tax” at developments could be an option to help support provision of infrastructure necessary to
facilitate economic development.

The issue is probably more whether or not local authorities have adequate powers to access suYcient
resources to support improvements to all local transport (ie not just local transport infrastructure). It is
noted, for example, that “This Inquiry will not focus on bus regulation . . .”. Our view is that the two are
inextricably linked and should be considered together, as this would reflect a truly integrated approach. This
is consistent with seeking to manage the demand for private car travel and increasing capacity, either
through selective new road building and/or achieving more eYcient use of existing roadspace. The likelihood
is that more powers to control bus services, coupled with bus subsidies, could impact on any justification
for seeking greater powers to secure investment in local transport infrastructure.

Greater transparency on hypothecation of transport related revenue eg fuel taxes, road fund licences and
surplus revenue from fines from Safety Cameras would be welcome.

4. Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

Response:

In short the answer to the first question is “No”. Capital funding allocations have increased although
the issue of unsupported borrowing approvals remains to be addressed as described in the response to
Question 2 above. A key concern continues to relate to insuYcient Government revenue funding to support
non-viable, but socially needed, bus services, particularly within the economically deprived and remoter
rural eastern parts of East Sussex.
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Increases in capital allocations have not been matched with similar increases in revenue funding needed
to maintain new capital transport infrastructure.

We are not aware of any local transport projects funded directly by the OYce of the Deputy Prime
Minister. However, if this is referring to the highways block allocation within the RSG we would again refer
to comments already made elsewhere relating to the severe financial position of East Sussex County Council
and competing demands on limited resources.

While some local authority transport services are successful in securing income to support investment in
local transport these are limited in amount compared to the transport based revenue expenditure demands.
Of themselves, revenue secured through Passenger Transport funding bids to government, developer
contributions and parking charges and fines are a small proportion of the total revenue spend required to
deliver LTP targets and objectives.

5. How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities
wasting significant resources on preparing and designing transport schemes which do not get approval?

Response:

The first LTP was a bidding document for schemes under £5 million—unlike LTP2 which is not ie
allocations based on formulaic approach. The bidding system for Major schemes in excess of £5 million
remains complicated, costly and is riddled with uncertainty with no assured positive outcome.

One way to reduce the risks of abortive expenditure on major schemes falling onto local authorities, would
be for a commitment to grant funding for schemes given “provisional” approval by the Secretary of State,
for both preparatory and construction costs.

The Transport Committee wishes to examine a range of issues. In terms of local transport planning:

6. Were the administrative process and timetable for delivering Local Transport Plans appropriate? How
helpful was the guidance from the Department for Transport? How did the second round of Local Transport
Plans learn from the first, and how could the process be further improved?

Response:

Generally, the administrative process and timetable for LTPs were appropriate, given the new
requirements to include an Accessibility Strategy and Strategic Environmental Assessment/Sustainability
Appraisal.

The original LTP Guidance was comprehensive albeit a little vague in parts.

The second round of LTPs will benefit greatly from the first LTPs due to clearer DfT guidance and more
focussed targets delivering outcomes that are better linked to a wider context. This includes better links to
local community strategies and County Council corporate objectives/policy steers. A specific Risk
Management Strategy, and improved monitoring regimes, will give greater confidence in terms of scheme
prioritisation, programme delivery and achieving LTP targets and objectives.

Further improvements will be possible through increased levels of bench-marking eg engagement in South
East Counties Improvement Group.

7. How well have the Local Transport Plans delivered better access to jobs and services, improved public
transport, and reduced problems of congestion, pollution and safety? To what extent has the Government’s
Transport Strategy fed into the second round Local Transport Plans?

Response:

LTPs do not allow issues, to be resolved locally, on strategic trunk road network limitations, yet this has
the greatest eVect on achievement of LTP objectives.

LTPs have delivered safer and improved access to jobs and services through facilitating a wider travel
choice by non-car modes in particular. This will become more readily identifiable through rolling out the
Accessibility Strategy across the County during the LTP2 period. In East Sussex investment in local
transport improvements have contributed more towards improving access to, and priority for, buses over
other traYc and pedestrian schemes. The LTP has had a positive impact in reducing the rate of traYc growth
although this has had a limited impact on congestion. Good examples of measures include establishing
Quality Bus Partnerships and the introduction of Civil Parking Enforcement in Lewes and Eastbourne (due
soon). Congestion and pollution problems, in East Sussex, are relatively minor compared to those
experienced by local authorities characterised by larger urban areas. In East Sussex, LTP1 has made the
greatest impact on improving road safety.
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The Government and the LGA agreed a shared priority for transport in 2002. LTP2, has at its core, a
long term strategy to tackle problems relating to congestion, safety, accessibility to jobs and services, better
air quality and other quality of life issues. This has been informed by robust public consultation and through
Local Strategic Partnerships, in an integrated way, linked to the delivery of key agreed local and national
PSA targets, and the County Council’s corporate policy steers.

8. How eVective is the Local Transport Plan performance management regime? Do the Annual Progress
Reports give the necessary transparency and rigour in assessing performance?

Response:

LTP1 performance management has been one of continuous improvement over the life of the LTP.
Targets have been reviewed and revised to accord with the change from being largely “output” based to
reflecting “outcomes”. This has increased the capability of making the causal link between targets and
demonstrating their contribution to LTP objectives and the overall vision for East Sussex. Specifically,
monitoring regimes, informed by progress against national core and local performance indicators, have
assisted timely detection of targets not “on track” and a commensurate course of action.

The current generation of Annual Progress Reports (APRs) give transparency to reporting on progress
on scheme delivery, spend and targets. Proposals to replace the APRs with bi-annual Delivery Reports, is
welcomed. Whilst, it would remain necessary to produce annual reports, in some form, to achieve continuity
and wide ownership of targets across all service areas, the removal of a formal requirement to report,
annually, would reduce the demands on oYcers. There could be potential cost savings (eg printing costs).
The proposal raises the question on whether ITB allocations should revert to being spent over a
corresponding two-year rather than current single year period.

9. How successful is the balance between infrastructure projects and travel planning initiatives?

Response:

The balance between infrastructure projects and travel planning initiatives has to date been heavily
weighted “in favour” of the former during LTP1. This is changing and it is anticipated that during LTP2
there will be greater emphasis placed on delivering a higher proportion of relatively low cost “soft”
measures, that include travel plan initiatives and raising travel awareness. In particular, the accessibility
planning agenda seeks to further engage partner organisations with a specific remit to review how they can
reduce their travel demands whilst making their services more accessible, particularly in remoter and more
economically deprived parts of East Sussex. Non-transport solutions delivered through partners is a positive
and relatively low cost approach to be exploited. However, if the East Sussex LTP2 objectives are to be
realised, it will not be possible for an increase in such activities alone to provide a substitute for increased
levels of investment in selected strategic and local transport infrastructure improvements. Both are necessary
and would complement one another.

Conclusions

Local transport funding

While a formulaic approach to allocating funding is supported in principle the fundamental flaw remains
that so-called “supported” borrowing approvals do not mean more cash to local authorities, such as East
Sussex, as a “floor authority”. This, in turn, gives little incentive to achieve a high performance related
component of the Integrated Transport Block allocation which has a major impact on the CPA score for
the Environment block. A higher proportion of the ITB and Highways Capital Maintenance allocations
should be direct grant.

Major scheme funding should include all costs associated with the scheme ie. including preparation costs
to be provided in the form of direct grant for all schemes given provisional approval by the Secretary of
State. This should be recoverable within the year that the costs are incurred and not be conditional upon
final approval.

Revenue funding remains the big issue. It is not possible to raise more than a small proportion of transport
related revenue expenditure from existing local transport based sources. Increases in capital allocations must
be at least matched by reciprocal revenue increases from government to meet increased maintenance costs.

Powers to secure funding for local transport infrastructure should be viewed together with those necessary
to better provide for and influence bus services. The two transport areas are inextricably linked and should
not be analysed independent of one another as this is required to be truly integrated.
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Local transport planning

Generally, LTP administrative process, timetable and guidance have been appropriate.

The second round of LTPs benefited from learning experience including developing the Plan within a
wider context and setting targets that are more focussed on outcomes rather than outputs. The formulaic
approach to allocating ITB borrowing approvals is an improvement on the former bidding process giving
greater confidence on likely levels of borrowing approvals over the five year period. Delivery of the capital
programme will benefit from more rigorous Risk Management Strategy and monitoring.

LTPs have achieved better access to jobs and services, particularly by non-car modes, and this will be
enhanced and be more readily quantifiable through Accessibility Strategies to be rolled out through the
second round of LTPs. However, their scope is limited to local access issues when the overarching problem
relates to sub-standard trunk roads serving the County. In East Sussex, the greatest contribution of the first
LTP has been to road safety rather than tackling congestion and air quality issues that are relatively less of
a problem than in more urban counties.

The APR process has resulted in transparency in terms of demonstrating the links between implementing
local transport improvements and contribution to targets and delivering LTP objectives. APRs are
appropriately focussed on reporting progress against targets; scheme delivery and expenditure.

Travel planning is rightly increasing in importance relative to infrastructure based solutions, although this
should not be seen as a substitute for increased levels of government investment in transport infrastructure.

26 April 2006

Memorandum submitted by The County Surveyors’ Society

Introduction

The County Surveyors’ Society (CSS) represents local authority chief oYcers with responsibility for:

— Sustainable Communities.

— The Environment.

— Strategic Planning.

— Transport.

— Waste Management.

— Economic Development.

The Society’s membership is drawn from the four countries of the United Kingdom and have
stewardship of:

— over half of the land area in England and Wales;

— just under half the population of England and Wales; and

— three-quarters of the road network in England and Wales, all public roads in Northern Ireland and
have close relationships with the Society of Chief OYcers of Transportation in Scotland (SCOTS)
whose members have responsibility for 94% of public roads in that country.

The CSS response to this memorandum is set out under the two broad issues identified for examination—
local transport funding and local transport planning.

Local Transport Funding

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

The welcome but sudden increase in available funds in a situation where many authorities had reduced
their staYng resources over the previous years, led to a lack of delivery capability. This was largely resolved
during the first year of the LTP by a combination of recruitment and the employment of term consultants,
many under partnership arrangements. Another barrier to the delivery of planned projects has been that of
inflationary pressures. The Baxter Indices show, over the five year period of the first Local Transport Plan,
that inflation was around 30%. In addition to construction cost increases, local authorities are also having
to deal with significantly above RPI inflation for local bus contracts and street lighting energy costs.

Regional allocations and other government funding changes are set to impact further on local authorities
ability to deliver both major and smaller transport schemes now and in the future. Whilst welcoming the
principles of Devolved Decision Making and the establishment of regional allocations, it has become clear



3450581023 Page Type [E] 20-10-06 23:58:33 Pag Table: COENEW PPSysB Unit: PAG2

Ev 82 Transport Committee: Evidence

that there is a mismatch between the available funding and the aspirations of the regions. The mismatch is
compounded by the inclusion of large Highways Agency schemes which, in some regions, threaten to
swallow up several years regional allocation.

Changes by DfT to funding arrangements also have the potential to impact on delivery, with proposals
that would see local authorities having to fund at least 10% of the cost of all major schemes locally.

In addition, HMT have introduced changes to the way in which local authority funding is to be allocated
in future, which could impact on an authority’s willingness to take-up all of its borrowing approval. Local
funds are constrained by council tax capping and a recent survey of our membership revealed that whilst a
significant proportion intended to take-up their full allocations in 2006–07, an increasing number were
uncertain about whether their authority would do so in future years.

Contrary to some reporting, local authorities are delivering their Local Transport allocations and very
often over and above these allocations, using Section 106 contributions and prudential borrowing to
supplement LTP allocations.

Another barrier to eVective delivery has been the length of time taken to complete the statutory processes
for scheme approvals, with significant delays being experienced whilst waiting for decisions. By way of
example, the regional advice submitted to Government at the end of January, as part of Devolved Decision
Making, has yet to be determined at the time of writing.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has
been the impact of the performance related component?

In principle, CSS welcomed the move away from the outdated historic basis used to determine an
authority’s allocation, towards a more transparent and objective methodology. However, we remain
concerned at the overall level of funding identified to deliver the real improvements to the local transport
system that Government and we wish to see delivered.

The impact of the performance-related component has been limited. In some years of the first Local
Transport Plan there was no performance funding at all. In other years the amount allocated was based on
broad performance bands, was modest and all but covered inflation.

Any performance related element simply allowed an authority to borrow more and did not come as grant,
thus raising the issue of an authority’s ability to resource the capital charges.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

Local authorities currently have powers to raise resources under Section 106 of the Town and Country
Planning Act, with such agreements being designed to compensate for the impacts of development and
provide the necessary infrastructure to make the development viable. CSS are concerned that Government’s
proposals for the introduction of Planning Gain Supplement do not leave authorities any worse oV and
that revenues are recycled at the local level and in particular to the appropriate tier of local government in
two-tier authorities.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

Throughout the first Local Transport Plan period local authorities had the ability to invest capital funding
in improving transport infrastructure, but lacked adequate revenue to support and maintain that
investment. As an example, a consistent finding in transport surveys at both the local and national level has
been a call for reducing the cost of public transport. Whilst a significant amount of integrated transport
block funding has been used to provide bus lanes, priority measures, interchanges and better on-street
facilities, these do not address the often stated public transport revenue issues.

At present, many public transport services are funded through a combination of Revenue Support Grant
and Rural Bus Grant in addition to the various challenge funding streams. The issue is perhaps less about
securing funding and more about sustaining it once in place, particularly for timeılimited sources secured
through challenge bids. A good example is the rural transport partnership funding of the former
Countryside Agency. This resulted in RTPs being set up all across the country with the oVer of 75% of the
core costs being met by the CA, plus a percentage of any project costs. With the demise of the CA this
funding has ceased and there is nothing obvious to replace it, though the issues remain the same. Some
transport issues, especially rural accessibility ones, require continual revenue support.
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How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

The scheme preparation stage for major schemes continues to be complex, expensive and time-consuming.
The introduction of Regional Funding Allocations is welcomed and has the potential to help avoid wasting
resources by giving scheme promoters the opportunity to seek a level of commitment from the regions before
wasting resources preparing detailed “Annex E” submissions. However, there is currently some uncertainty
about its future. It is anticipated that further advice on regional priorities will be sought in the future, but
no timetable has been provided to date. It is also not clear when the regions will receive any confirmation
about the submissions made to Government earlier this year.

Local Transport Planning

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The Local Transport Plan Guidance was lengthy and highly prescriptive, leaving practitioners juggling
between central, regional, sub-regional and local priorities. Local Transport Plans need to move towards
the de-layering of levels of influence to dealing with local issues “in the round”—best described as “sphere,
not tier”. The Guidance would be more appropriate if it were directional rather than prescriptive.

A study carried out by Atkins, for DfT—“Long Term Process Impact Evaluation of the LTP Policy”—
made a series of policy recommendations including one that given the resource requirements and technical
diYculty of some of the key processes (Accessibility Strategies and Asset Management Plans), DfT should
not expect full delivery against all aspects of the guidance by March 2006 if it wishes to see high quality
results. Instead, authorities should be encouraged to develop some areas in the medium-term. It is not
apparent that such recommendations were fully taken on board.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

The first question applies the Central/Local shared priorities retrospectively to the delivery of the first
Local Transport Plan. When the first round of plans were developed, these priorities were not the core
agenda. However, the profile of public transport has increased and road safety has long been a key issue in
planning and delivery. Tackling congestion and pollution through local transport planning are more
problematic—the degree to which LTPs can influence measures like area wide road traYc mileage (one of
the mandatory indicators) is questionable.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

It is our view that the Annual Progress Report assessment process is flawed and has resulted in generating
and reporting erratic performance tables, where some authorities’ rankings have swung dramatically in the
space of one year, with little change in performance “on the ground”. You do not become a good or bad
transport authority overnight and in future assessments there needs to be a consideration of qualitative as
well as quantitative achievements.

How successful is the balance between infrastructure projects and travel planning initiatives?

The ability of local authorities to invest in such “soft measures” is very often constrained by a lack of
revenue funding to support those activities. A higher profile for travel planning and travel awareness is
desirable, but this has been somewhat overshadowed by the demands of new requirements in the second
Local Transport Plan eg Accessibility Planning, TraYc Management Act, Transport Asset Management
Plans.

26 April 2006
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Witnesses: Ms Alison Quant, Director of Environment, Hampshire County Council; Dr Ian Harrison,
Deputy Director of Environment, Economy and Culture, Mr Tony Matthews, Local Transport Plan Lead,
Devon County Council; Mr Roy Newton, Greater Manchester LTP Team, Association of Greater
Manchester Authorities; Mr Bob Wilkins, Director of Transport and Environment, East Sussex County
Council; and Mr Graeme Fitton, Chair, Finance Committee (CSS), Head of Transport and Highways,
Warwickshire County Council, County Surveyors’ Society, gave evidence.

Q184 Chairman: Good afternoon to you. I am sorry
to have kept you waiting and very grateful to you for
coming. Can I ask you to identify yourselves for
the record?
Ms Quant: I am Alison Quant, Director of
Environment at Hampshire County Council.
Dr Harrison: I am Ian Harrison, the Deputy
Director of Environment at Devon County Council.
Mr Matthews: Tony Matthews, Devon County
Council.
Mr Newton: Roy Newton, Head of the Greater
Manchester Local Transport Team. I am
responsible for co-ordinating the production,
monitoring and review of the Local Transport Plan
of Greater Manchester.

Q185 Chairman: Good, we will have lots to ask you,
Mr Newton.
Mr Wilkins: I am Bob Wilkins. I am the Director of
Transport and Environment at East Sussex County
Council. For the record, I am not mandated to speak
for the County Councils Network.

Q186 Chairman: We will remind you if you look like
you are going to be about to do that.
Mr Fitton: I am Graeme Fitton from CSS.

Q187 Chairman: Thank you very much indeed. I am
assuming nobody wants to lecture me. Does
anybody have anything they want to say? Good. The
Department for Transport states that it has
increased both capital and revenue funding to local
authorities. Is the balance of funding right to allow
the improvements needed in transport?
Mr Wilkins: Can I start by saying that I am not sure
that it has increased the revenue expenditure. The
amount of money that I have to spend on road
maintenance, for example, is far less in real terms
than it was when I took up my post 12 years ago, so
the amount of money that comes through the
revenue system into local authorities is not as high as
it was some time ago.

Q188 Chairman: What do you attribute that to? Is
that because some bits are being creamed oV to other
bits of the same policies?
Mr Wilkins: I think there are enormous pressures on
local government finance generally and the money
gets targeted by passporting through to education
and social services, for example.

Q189 Chairman: That cannot be news surely. If you
have been in local government for a long time that
must happen to you all the way down the line, does
it not?
Mr Wilkins: It has happened for a long time but I
just wanted to make the point that I do not see that
the revenue expenditure has increased.

Q190 Chairman: Why have council transport
departments not been more successful in getting
revenue funding? Does anybody want to have a go
at that?
Ms Quant: I think passporting to education made it
impossible for any authority who wanted to survive
to ignore that. That must be around 50% of the
budget, 60% if you take out social services and
education funding. On social services it is more
worrying if you let somebody die if you do not have
proper protection measures in place than if you do
not fund your transport system, so it is never going
to rate as highly in political priorities either from
central government or local government.

Q191 Chairman: Do you think the separate funding
arrangements for capital and revenue are
appropriate?
Ms Quant: I think they are completely meaningless.
Most of us try and flex the budgets by stretching
capital to do revenue things. Since we are now only
getting capital as the ability to borrow, why do we
not just get it as revenue? In fact, for the “floor”
authorities it is much worse than that because we are
not even getting the revenue support now. I do not
understand what it means and certainly if you talk to
the private sector they have not got the foggiest idea
what it means or why you do it.

Q192 Chairman: Does anybody else want to
comment on that?
Mr Newton: If I can come in on this one. The
problem with the capital/revenue split is it is very
artificial. Because it is tied in with particular
legislation requirements and you are audited there
are certain things you can spend capital monies on
and certain things you cannot. An example of what
we did in Greater Manchester was we produced a
freight map to assist heavy goods vehicle drivers and
we funded that out of the LTP fund. We were
allowed to do that in the first instance but now that
we want to reprint it our auditors are saying a reprint
is a revenue issue, so you have got completely the
opposite position.

Q193 Chairman: The information was presumably
to improve the traYc flow and improve the facility
for freight operators.
Mr Newton: Yes, it was.

Q194 Chairman: What has now changed when it is
the same thing being reprinted? Apart from the
price.
Mr Newton: It is because it is the same thing
reprinted. Basically what the auditors are saying is
that for capital what you are doing is borrowing the
money and repaying it back over a 30 year period,
therefore—
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Q195 Chairman: It must have been a very
expensive map!
Mr Newton: It cost very little money. Given that
the budget for Greater Manchester is around
£35 million for the LTP, the actual freight map
production cost about £2,000 but because of this
artificial constraint between revenue and capital it
causes great problems. It should not do, it is an
artificial constraint that is of no use.

Q196 Chairman: Just as a matter of interest, how did
you solve that one or did you just say “We will not
reprint”? How did you actually solve that one?
Mr Newton: We have to look at trying to raise some
additional funding to be able to print the map. That
is what we are doing at the moment. The way I
would suggest—

Q197 Chairman: Well, I hope you will not get carried
away and start printing maps all over the place, it is
obvious that this is a very dangerous undertaking!
Mr Newton: We would not want drivers using the
right routes, would we?

Q198 Chairman: No, it would be very embarrassing
if they actually took some notice of your traYc
planning. I have got one for the County Surveyors’
Society. Your submission indicated that the use of
Supported Borrowing Approvals for transport
schemes was hampered by council tax capping.
Should local authorities have complete flexibility to
raise revenue funds through local taxation?
Mr Fitton: I think the problem there lies with the
changes in the finance system. At the moment the
issue is flawed, particularly for “floor” authorities.
SuYcient revenue support grant is not coming
through to address the debt charges for the capital
borrowing allowance that has been given to us, so
any increase will not fund the capital allocation debt.
That puts us in quite a diYcult position. The choice
there is whether we reduce the services outside
transport, whether we do not take up the borrowing,
or we ask for significant increases in council tax.
That puts us in a very diYcult position when capping
is around as well.
Ms Quant: Could I give you a specific example?

Q199 Chairman: Yes, please, that would be very
helpful.
Ms Quant: In my own authority my treasurer has
said that he can save a million pounds oV our
revenue budget next year if we reduce our transport
capital spend by £5 million. That is what he has
recommended.

Q200 Chairman: Do you want to say that again
because I cannot believe what I have just heard.
Ms Quant: He is saying he can save a million pounds
oV our revenue budget next year if we reduce five
million spend on our transport capital programme
and that is what he is recommending.
Chairman: That sounds very constructive, I must
say.

Q201 Mrs Ellman: Is the £5 million threshold for
local decisions on capital schemes the right level?
Ms Quant: It has got nothing to do with that. He
would like to save a million pounds.

Q202 Mrs Ellman: That is a separate question. Is five
million the right level?
Ms Quant: For?

Q203 Mrs Ellman: For local decisions on capital
schemes.
Dr Harrison: I think £5 million is probably too low
a threshold now for major schemes given the amount
of eVort and, therefore, costs required to mount a
major scheme bid. This is an argument which would
support the threshold perhaps going to £10 million
rather than £5 million schemes but with the proviso
that if the threshold were raised there would need to
be a greater proportion of the expenditure put into
the transport block to allow authorities to be able to
fund those schemes in the £4 million to £10 million
range, say.

Q204 Mrs Ellman: Would it be practical to have a
diVerent threshold for diVerent sorts of authorities?
Dr Harrison: I think that is a diYculty. Smaller
authorities, small unitaries in particular, do already
have diYculty in promoting major schemes. I think
it would cause problems of diVerential approaches if
some authorities were allowed to promote a scheme
of a certain size through one route and others were
not, or if unitaries in proposing the schemes had to
use a major scheme format for schemes of a lower
cost nature to get around the issue. That would seem
to be unduly burdensome.
Mr Matthews: Can I clarify that. Under the existing
processes we can make a case for a scheme under
£5 million to go forward as a major scheme, but it
has to be a special case. There is a way to do that
already for a smaller autohrity.

Q205 Chairman: So you are saying it is not a burden
even though we have taken evidence that it might be?
Mr Matthews: In theory there is a way you can do
this. As a smaller authority you can put forward a
case.
Mr Fitton: Can I just expand on that. The rules
around the small and major schemes are very tight
and very diYcult to achieve. I think it is only going
to be the very small unitary authorities that can
match the rules on that. If we are talking about
raising the threshold for a major scheme from, say,
£5 million to £10 million what we would need is a
supplementary bid process to hit schemes between
that £4 million and £9 million mark in the same way
we had up until about two years ago where if an
authority had a £3 million scheme or a £4 million
scheme that would put a huge hole in the integrated
transport budget we could put a submission in for a
supplementary bid on that and that would deal with
the intermediate schemes of between £4 million and
£9 million.
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Ms Quant: I think you have got to refer back to what
is the total sum of money available for spending. If
you think that the South East region, which
represents eight million people, is only £30 million
per annum at the regional level and out of that comes
the major scheme funding, it simply is not possible
to hand out large lumps of money, so you run into
the diYculty as the pot is quite small of distributing
that in a fair way because if you do that then you
probably will not be able to do any of the larger
schemes at all. There are trade-oVs here when you
have got such a limited pot of money.

Q206 Mrs Ellman: How do you relate that to
changing the system or would you leave it as it is?
Ms Quant: I think the route you probably want to
explore is how local authorities can raise money for
transport which might be a more fruitful route than
arguing about precisely how you distribute not
enough money.

Q207 Chairman: Is that just Hampshire or do other
authorities think that?
Mr Wilkins: I think a number of us would share in
that. We would argue that we would like to see
Government making more money available for
transport and for the sorts of things we are doing.
We would like to explore what freedoms there are on
obtaining other money from other sources. The
problem is that very often the routes that you take
for those, developer contributions for example,
come up against bids for other factors. For example,
in one of my towns there is a major flooding problem
that people look to see developer contributions
going to solve before you get into health facilities
and so on. It is quite a diYcult area. We have to find
ways of raising more money somehow to start doing
some of these schemes.

Q208 Mrs Ellman: What eVorts have any of you
made to raise money in diVerent ways? Has anybody
got any examples that you can give of how you have
tried to raise money in other ways or ways you would
like to see opened up?
Mr Fitton: I believe most authorities are making full
use of section 106 agreements and securing
significant funds from that for transport
infrastructure to enable development to go ahead
and to help the infrastructure as it stands at the
moment.

Q209 Chairman: You do not think that is a bit
limited, Mr Fitton, because by definition that must
be limited to particular areas where you can
demonstrate what you are using the money for to the
people from whom you are taking it?
Mr Fitton: It is limited to a reasonable distance
within development but at the same time you get the
added benefit of addressing existing issues or issues
that will become a problem in the near future by the
section 106 funding. It has added benefits other than
just development.

Q210 Mrs Ellman: Are there any other suggestions?
Dr Harrison: All authorities use the range of funding
sources that are available to them. For example, we
use match funding from European Objective 2 in
parts of Devon and also look at partnerships with
district councils—district councils contribute to
some of our schemes—and, indeed, the Regional
Development Agency although RDAs, certainly in
our part of the country, have not been particularly
keen to invest directly in transport schemes
themselves.

Q211 Mrs Ellman: What would prudential
borrowing?
Mr Wilkins: The problem with that is you are still up
against what you can aVord through your revenue
support to pay for. The rules allow you to borrow
but you are still up against how much you can aVord
each year. There is a limit on what local authorities
can spend each year out of their revenue budget,
which is the point Alison made earlier on. It is
something that is there but it is a problem for us.
Dr Harrison: Devon is contributing from its own
capital resources to supplement LTP funding.

Q212 Mrs Ellman: Have you given any thought to
any new proposals like employment tax or land-
value tax, any other ideas?
Mr Newton: As part of our pump-priming bid for
Transport Innovation Fund we were investigating
the use of supplementary business rates but that is
tied in with the Lyons Review. We are hoping that
the Lyons Review does give us much greater
flexibility for raising local revenue in that way
because even with section 106 agreements it is only
limited to those areas where the economy is working
and you can actually get a reasonable amount from
the developer. In large parts of Greater Manchester
where the economy is still very, very tenuous you
cannot hit developers too hard otherwise they will
not develop there, so we are looking at other ways to
raise it and supplementary business rates is one we
have started to discuss with the business community.

Q213 Mrs Ellman: What sort of response have you
had?
Mr Newton: Providing they can see a direct
investment they are broadly comfortable with that
but there has got to be that visible introduction of
transport improvements. What we are doing is we
are looking along Metrolink lines and saying could
we raise rates along the Metrolink lines to fund
Metrolink expansion.

Q214 Mrs Ellman: What sort of response have you
had from Government on that?
Mr Newton: It is still early days with Government.
The DfT are still playing it close to their chest.
Dr Harrison: We submitted a Transport Innovation
Fund bid looking to use taxation of private non
residential car parking spaces as a means of raising
funding. That was one of the pump-priming bids in
last year’s Transport Innovation Fund round but it
was not supported for pump-priming funding at that
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time because, of course, the Government’s main
interest is in congestion charging rather than PNR
taxation.

Q215 Mrs Ellman: Is that something that you are
pursuing?
Dr Harrison: We are pursuing it. We are looking at
the issue again and some new guidance for the next
round of pump-priming bids has just been issued.
We believed that for smaller settlements, and we are
talking about the City of Exeter in this case which
has a population of 110,000, PNR taxation was
likely to be a more successful means of raising
funding than congestion charging. We had made
some progress with both the City Council and the
business community who were supporting the idea
of PNR taxation and up until now have not been
enthusiastic about congestion charging. Clearly we
are looking at that again to see how one might move
forward either with a congestion charging scheme or
possibly a hybrid scheme.
Mrs Ellman: Do you think that a city-region model
would improve transport in the diVerent types of
areas you represent?

Q216 Chairman: Mr Newton, how about the city-
regions? City-states in the case of Greater
Manchester.
Mr Newton: The AGMA view is very much
welcoming the city-region approach but from a co-
operative process rather than introducing another
tier. What I would like to see is a more federalist
approach where the authorities work together but
with more devolved powers in order to enable them
to implement particularly transport improvements.
That is the sort of model that AGMA is pushing for.
Ms Quant: If I might say, my members feel very
strongly that only accountable authorities should
have spending abilities and powers and if there is to
be a city-region there needs to be a form of local
government that matches it otherwise it becomes
relatively unworkable to deliver anything in areas
where there is complexity and diVerence.

Q217 Chairman: You have got some city-states,
Dr Harrison.
Dr Harrison: I would agree with Alison in terms of
the procedural mechanisms for delivering transport
but in terms of planning through the new process of
Regional Spatial Strategies we are working on a city-
region basis already and doing sub-regional
planning. In the regional funding allocations the
South West eVectively submitted proposals for
major scheme bids on the basis of city-regions.
Chairman: We are very impressed as my memory is
that you could not get the South Hams to even talk
to Bristol so, if you are doing that, well done.

Q218 Mrs Ellman: Do you anticipate that these city-
regions will encompass what are now county
councils?
Mr Wilkins: I know that my chief executive was
involved with a Government minister last week in
discussions on the south coast about these issues and

raised the issue of not only city-regions but county-
regions as well, so the idea of a bigger area developed
around a county or a city. Certainly if you look in
the South East there are not many big cities along
the south coast but there are quite a lot of towns that
are not big enough to stand on their own and if they
could work together with the counties around them
you might have some success. One of the things we
have done very successfully in East Sussex is a
partnership between the County Council, Hastings
Borough Council, Rother District Council and the
Regional Development Agency on uplifting the
economic performance of the whole of that sub-
region. That is with a lot of government support. If
you take away the idea of just calling it a city-region
and talk in terms of something that may be more
acceptable to some people then you might have more
success with it.

Q219 Mrs Ellman: It has been suggested to us that
members are not especially interested in transport
and do not see it as a high priority. Is that reflected
in your authorities?
Mr Wilkins: No.

Q220 Chairman: Mr Wilkins, are you going to put
your head on the block?
Mr Wilkins: All of my county councillors would tell
you that the biggest mailbag they get is about
transport. They still have a problem when it comes
to deciding on the budget because they are so
strongly led by where money is directed into
education and the adult social care area and they are
very passionate about trying to do something about
transport but they do find themselves restrained very
often by the amount of money.

Q221 Chairman: Does anybody else want to add to
that?
Ms Quant: They would say their postbag is mostly
about potholes and most people think the roads
should be better maintained. I think they are much
more ambivalent about some of the transport things
we do. My experience is that most local members
have a great deal of common sense and often they are
a very good bulwark against some of the mantras
about what current transport policy should be
delivering.

Q222 Mr Scott: If I could just progress that point. If
local authorities were given more power over some
of the transportation issues that aVect you, and
perhaps the funds to go with it, or if maybe some of
the other funds you are allocated are not ring-
fenced, do you feel then members would take an
even greater interest in local transportation issues?
Dr Harrison: Can I say that I think Devon County
Council members do take a very strong interest in
transport. As I indicated earlier, they do so to the
extent of supplementing the Local Transport Plan
allocations with some of their own capital funding,
so that is demonstrated by their policy and
allocation of funds. However, it is true that they feel
they could make more progress if they were able to
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have more influence over those elements of transport
funding which are beyond them at the moment.
Local rail is one issue that members are very
interested in but find it very diYcult to make
progress with. Also, with the deregulation of buses
members are sometimes frustrated because they can
see investment going in but it is not in exactly the
places they would want to see the investment
targeted.

Q223 Mr Scott: Mr Fitton, your submission
described the Annual Progress Report process as
“flawed” because of the erratic performance tables.
Have these problems been resolved yet?
Mr Fitton: I am hoping that they are. I think things
are improving. Through the life of LTP1 what we
have seen are some authorities that have swung from
the bottom of the league table to the top and others
in the opposite direction in consecutive years, and
clearly you do not become a good or a bad transport
authority overnight. East Sussex have suVered from
that, Oxfordshire have suVered from that and
Somerset as well. Through the life of LTP1 the
concentration has been on output and on a
programme that we submitted in July to carry out in
the following financial year but there has been no
allowance to change that programme, no flexibility.
If for a very good reason that programme was to
change that has not been accepted in the scoring
system. The problem has been inflexibility and
rigidity in the way the scoring has been carried out.

Q224 Mr Scott: The Atkins research found that local
authorities were doing well at delivering schemes but
not meeting targets and objectives. Does this suggest
that the schemes implemented are not eVective, or
that the targets are not right?
Ms Quant: I think on LTP1 it is fair to say that was
the beginning of target setting and we were all
encouraged to be as aspirational as we could be on
targets and there was not much checking whether
they were reasonable and deliverable, and certainly
we did not have the experience of it. You got marked
down if you were not aspirational. There was much
less emphasis on whether you delivered it. There has
been a learning process over LTP1. Certainly on
LTP2 we fought the DfT quite hard, who pushed us
to set higher targets, and said, “We do not believe
they are deliverable”. Not all authorities may have
done the same so you may see a continuation of there
being poor performance against the targets set, but
whether you would have got any better performance
by doing something else is another question. You
have got to ask what the targets are measuring.
When you think how little influence we all have over
transport, national spending is something like
£10 billion a year and private householders spend
about £108 billion—that is on 2003–04 figures—
most decisions are made by individuals. We have a
bit of influence at the edges. We do not control rail,
we do not even control light rail any more since we
are not doing it, and we do not have much control

over buses. What is it that is being measured? How
can one judge success or failure by some targets
about global outcomes.
Mr Matthews: I would like to support that. In LTP2,
the preparation of the second Local Transport
Plans, the Government OYces have been a lot more
rigorous in challenging the targets set by local
authorities to ensure they are stretching targets
rather than targets that can be easily met, so we have
got aspirational targets in our second LTPs which
we are all going to have to strive to meet.

Q225 Chairman: You are saying something diVerent
from Ms Quant. What she said in eVect was you
started oV with aspirational targets in Local
Transport Plan 1 and by Local Transport Plan 2 the
local authorities were beginning to argue, “We
cannot do this so do not push us”. You are saying
something slightly diVerent.
Mr Matthews: They have come back and challenged
that. For the final LTP2s they want targets that are
challenging. We are going to be marked and
rewarded or penalised in two ways, firstly on the
judging of the LTP, and one of the ways of marking
that is are our targets challenging and our funding
would be—

Q226 Chairman: That is a lovely word,
“challenging”. It could mean almost anything, could
it not?
Mr Matthews: It is the DfT’s word, not mine.
“Stretching and challenging” are their words. Then
we are going to be judged with the final results on
whether we deliver those targets through delivery
reports.

Q227 Chairman: Challenging and aspirational
targets, my goodness.
Mr Newton: What the guidance actually says is that
the targets should be “challenging but realistic”,
which is an interesting concept.

Q228 Chairman: And how, pray, is this defined?
Mr Newton: DfT do not define it. When I had my
discussion with my Government OYce they defined
it as if you are above your target you have been
unrealistic and if you are below your target you have
failed. Either way you have failed.

Q229 Chairman: What they really mean is hit the
target or do not bother to come back.
Mr Newton: Yes.

Q230 Chairman: That is not a diYcult thing to put
in writing. Could you perhaps not suggest to the
Department there are easier ways of phrasing their
guidance?
Mr Newton: What we are trying to do with both the
Government OYce and going back to the
Department is to work out a more sensible way
forward. Part of the issue is about monitoring and
background noise because various indicators will go
up and down in each year anyway. One of the
problems we had in LTP1 was that we were seen to
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be doing well on our arguments so the Department
required us to set more challenging targets and then
we missed them, hence the reason why we only got
60% of them. What we are trying to do now is say we
need to be in a band where statistically we feel
confident that we have had an impact on them. We
are trying to steer the Department away from being
too challenging because we just lose money if that is
the case.

Q231 Graham Stringer: You have explained very
clearly the problems with the monitoring and target
setting within the system. It is my impression, having
read the evidence to this Committee, that the process
itself changes local priorities and if local members
were left to themselves they would have diVerent
transport strategies and priorities. Is that fair?
Mr Newton: It is fair to a degree. Because money is
attached to achieving the targets that tends to drive
the process. Because a lot of the indicators are
mandatory, that automatically determines the way
we go. To be honest, it is the same with Audit
Commission performance indicators as well, they
start to drive the process. If you choose the right
targets in the first place that is not a problem, but if
you choose targets that are diYcult to achieve or
skew resources away from what it is you are trying
to achieve that is a problem. One of the issues with
the targets in LTP2, and to a certain extent in LTP1,
is they are very transport focused whereas what we
want to try and do in Greater Manchester is improve
economic regeneration, that is our key focus, to
improve social inclusion and protect the
environment, but none of those go directly into the
target setting process, so we are one staged removed
from what we really want to be doing.
Mr Matthews: Could I come in on that point? As
well as the four shared priorities the Government
has set local authorities, we have the discretion to set
our own objectives and our own targets so we can
meet some of our members’ aspirations for how they
want these to be formed in our authorities’ areas by
setting our own objectives. In Devon we had
improving health and wellbeing, tourism and
recreation and improving public spaces as some of
our objectives with targets related to those. They
were peripheral to the main shared national
priorities and we do have that scope.

Q232 Graham Stringer: In your evidence you have
given the example of the delightfully named BV165
policy. Can you tell us how that has distorted what
is happening?
Mr Newton: You will need to remind me which one
it is.

Q233 Graham Stringer: It is about puYn crossings
apparently.
Mr Newton: Disabled people facilities. For example,
with that particular Best Value Indicator what we
have to do is make all the crossings compliant for use
by disabled people. What that means is it focuses on
improving existing crossings whether that is where
you want crossings or not rather than saying, “As

part of your new policy do you need some crossings
in better areas, better locations that you want to put
in that meet the Disability Discrimination Act
requirements?” It tends to distort the investment
into where your existing crossings are rather than
where you might want to put in new crossings.
Mr Wilkins: Could I just add to that, if I may. We
had an Audit Commission review of our transport
services and had a major argument about how well
we had performed. We had done very well by putting
in crossings to the old standards, which allowed
about half an inch up-stand, which most of the
people I spoke to who were in wheelchairs said was
not a problem. The new standards require it be
absolutely flush and we were told all the old ones did
not count any more and you could only measure new
ones unless you got the disabled community to agree
in writing that they were happy for them to be left as
they were. Of course they would not do that because
they would want them improved. It is that type of
nonsense. We had a major issue about that with the
Audit Commission. We took the view that we would
rather invest in new ones and expand the range of
those rather than go back over everything, dig them
all up and drop them down half an inch.

Q234 Chairman: What was the response?
Mr Wilkins: We won the argument at the end of the
day with the Audit Commissioner who was prepared
to accept that we had at least done the reasonable
thing. It was very hard to win the argument, we had
to sit down and batter away at it.

Q235 Graham Stringer: The problems that a
deregulated bus system causes for hitting passenger
targets have come up both in oral evidence this
afternoon and in the written evidence before us.
Would you agree with my assessment that when
Government puts money into improving radial
routes in cities and towns it often leads to a
contracting of the transport network, so although
you might get extra passengers on that route, the bus
companies concentrate on that route and you lose
services that feed in? Is that your experience?
Mr Newton: Essentially what has been happening in
Greater Manchester over the last few years is a
contraction of the commercial services on to their
core routes. A lot of them tend to be the radial routes
into the key centres and the city centre. Yes, what
tends to happen is you lose Sunday services and
evening services which from a social inclusion
perspective causes us a great deal of problems. The
PTE has been trying to subsidise a number of those
evening and Sunday services but you have got a
limited budget and increasing pressures and the
more the commercial network contracts the bigger
the cost to the subsidised network and there just is
not the budget to do that.

Q236 Chairman: Have you got any real sanctions
you can use against private bus companies that do
that to you, Mr Newton?
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Mr Newton: No, in a word.

Q237 Chairman: That is what I thought.
Ms Quant: It has not made a diVerence in
metropolitan areas but certainly nationally we are
looking at costs of contracts going up eight to 12%
a year, on the one hand, and we are also looking at
a declining group of people who are using buses,
because if you look at the transport statistics and see
where private car travel has grown it is largely
women and poorer people who, as their incomes
increase, have chosen to opt for the alternatives.
Those two pressures are both going in the wrong
direction for us trying to provide services for those
who do not have a choice. It is very diYcult to
unpack what is the impact of a reconfiguration,
particularly with things like concessionary fare
passes coming along at the same time and also
switching the system dynamics. It is very diYcult to
unpack exactly what is going on. I would not
necessarily believe it is because private commercial
companies are making more profits from fewer
passengers as a general perception, the dynamics of
the whole business are such that we cannot go on
sustaining the subsidised transport system that we
have got and we are not getting to grips with that in
a very holistic way.

Q238 Chairman: The slight hazard about that is
when you look at the diVerence between the bus
system that operates in a big conurbation like
London, where they do actually have control over
this, and the bus services that are provided outside
London, which are organised completely diVerently
where local authorities can be held to ransom
whenever the local bus company decides to be
bloody-minded, you do begin to see that it is possible
to expand bus ridership if you provide the services.
Would you not feel that the expansion of the special
concession to so many extra people would mean that
if the services were expanded and were available
people would use them more and not less?
Ms Quant: I think it has got to be very place specific.
As with most transport things, your strategy has got
to be worked out with the specifics of what is going
on in your area. I am sure metropolitan areas are
diVerent and have got diVerent opportunities but in
the sort of rural county that I represent that is not
going to be a choice, you cannot provide a good
enough level of service. You do need to work it out
for yourselves in your local area. I think it is possible
in the right places.

Q239 Chairman: Dr Harrison, how are you going to
cope in Devon?
Dr Harrison: We are growing bus patronage in
Devon, particularly in Exeter, although not just in
the city but on the routes into the city. We are
growing patronage quite healthily. I would agree
that is partly on the back of a comprehensive
network, in other words you do not grow bus
patronage if the bus does not go close enough to
where people live. We are fortunate in a place like
Exeter that we have retained good bus penetration

into the residential estates where people live. I agree
that this is very place specific. Our challenge is to
spread that which is happening in the slightly more
populated areas of Devon to the rest of the county.

Q240 Chairman: Let me ask you something
diVerent. What is happening in the South Hams?
How many people are going from Totnes to
Kingsbridge and how many people from Exeter to
Cullompton? What is the eVect on some of your
rural areas?
Dr Harrison: What is happening in the South Hams
is that Devon County Council is providing revenue
support to keep the bus services. Exeter to
Cullompton is the subject of investment between us
and the bus operator and Department for Transport
through a kick start programme, so there it is a rural
route where we have had a 30% increase in
patronage over the last year with the introduction of
new low floor double-decker buses. If you create the
right circumstances you can get people on to public
transport.

Q241 Graham Stringer: Yesterday I read the minutes
of the Committee of Public Accounts when Mr
Rowland, of the Department for Transport,
answered similar questions. Basically he said that
where bus patronage is dropping it is the fault of the
local authorities for not providing the resources and
it is not to do with deregulation compared to Greater
Manchester. What would you say to Mr Rowland?
Dr Harrison: Mr Rowland did refer to Exeter in his
evidence. I would say we come back to the revenue/
capital issue. This is one area where local authorities
may have the capital spending power to put in bus
priority measures through the Local Transport Plan
but have not necessarily got the revenue power to
sustain bus services that are needed that are socially
necessary.
Mr Wilkins: I would agree with that. In the last
round of budgets in the County Council within the
total package we had available to us my department
overall was having to take reductions of about 6 or
7% for the coming financial year relative to last year
and passenger transport subsidies had to take a
share of that, so we are reducing the amount of
money at a time when we know that the inflationary
impacts are greater than RPI, they are in the high
single figures or the low double figures. What you
can buy with your money is a lot less than you could
a few years ago, which goes back to the very first
point I made today about the amount of money you
have available to do it. It is really diYcult to do it
with the total amount of money you have got. You
do the best you can, you redirect it, you use the time
limited grants that Government give you over three
years, but they leave you with a cliV edge where you
then have to try to pick up the pieces at the end of
that. It is a major problem.
Dr Harrison: Faced with exactly the same situation
in this budget round in Devon our members have
decided to protect the public transport services but
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at the expense of highway maintenance in rural
areas. There are trade-oVs to be made and one
suVers either way.
Mr Newton: I think it is fair to say that we can help
grow bus patronage by some of the things we do but
we are not the prime driver in increasing bus
patronage, at the end of the day that is down to the
bus companies. What they do with their pricing
structures and what they do with their frequency of
services has far more impact on bus patronage than
what we do in terms of highway network or in terms
of bus subsidy with limited amounts of funds.

Q242 Graham Stringer: In the evidence from
Hampshire you say that the advice given by the
Department on your light rail scheme was “poor and
inconsistent”. Do you think you could expand on
that experience and tell us what the conclusion was
and how much it cost?
Ms Quant: If I could start with the figures. We spent
£10 million, it might have been a little bit more than
that. In fact, we spent getting on for three-quarters
of a million between our transport funding being
withdrawn and the final coup de grâce. That was
because the Department made us rework all of the
figures. We have yet to have an answer from the
Government as to what is wrong with our scheme.
They said two things: it is unaVordable and the cost
had increased, yet it is a transport scheme that has
one of the highest benefit to cost ratios in the country
of any transport scheme because it is nearly 4:1. We
started oV requiring a public subsidy of £170 million
and it went up to £270 million when we had private
sector bids in but we significantly reduced that so
that by the time of our final submission, having done
some scope changes and reapportioned the risk, we
were only asking the Department for a £170 million
contribution from it as opposed to the 75% of that
originally. £20 million of that cost was caused by the
Ministry of Defence requiring us to provide a deeper
tunnel under Portsmouth Harbour because their
ships were going to be bigger. In fact, the cost
increase that was due to things that the local
authority had any control over were very small
indeed. We have yet to understand what
“aVordable” means. We have been invited to go
away and think of something else but we do not
know what is the sum of money that is available for
solving the scale of congestion diYculties that we
have got on the Gosport Peninsula. We are left not
knowing what we have done wrong or what would
be the right scheme to submit in order to get funding
approved.

Q243 Mr Goodwill: That leads me seamlessly into
my question. During the previous evidence session
the consultants, who I would have thought would
have been in a position to have an overview as to the
proportion of schemes which turn out to be
aborted—I particularly asked them about light rail
schemes—did not give us even a guess as to whether
it was 10%, 25% or 50%. I appreciate that you may
be less well qualified given you are looking at
individual authorities but have you any idea how

many of these transport plans turn out to be
completely aborted and the money spent on them
completely down the drain? What sort of ballpark
figure are we talking about nationally being wasted
in this way? We have just seen £10 million wasted
down in Hampshire and that is repeated in places
like Leeds and Manchester and all around the
country. How much money is being wasted on
producing schemes which turn out not to be
delivered?
Mr Newton: It is always diYcult to say when it is
absolutely aborted because what tends to happen is
that major schemes tend to go on the bottom shelf
and wait for 20, 30, 40, 50 years and then get dragged
out and resubmitted. Let us take Greater
Manchester as an example: we had 35 potential
major schemes when we were looking at developing
our second Local Transport Plan. What we tried to
do was reduce those to a manageable number that
fitted in with the regional funding allocation process,
so we reduced it down to about 11, but that still
leaves 24 major schemes for which work has been
done and for which more work will still be done
because the view from local authorities is that the
LTP is only one potential source of funding, the
Transport Innovation Fund is another, Private
Finance Initiative is another, developer
contributions, et cetera. It is diYcult to say whether
any is absolutely wasted or not but there is certainly
a lot of money being spent on scheme preparation
for schemes that could take 15, 20 or even 30 years
to deliver.
Mr Wilkins: It is really diYcult to answer your
question, but if I can give you an example of a
project that we are currently working on where we
are having to fund entirely the upfront costs,
including buying blighted land. This is a scheme that
has got ministerial provisional approval, a link road
at Hastings, a £50 million project. We are going to
be spending up to £6 million or £7 million without
any expectation that when we submit that scheme it
will be finally approved. We have got no oVer of any
money back from that, so in other words we are
funding all of that. That may go ahead but it was
preceded by a proposal that the Government had to
build a bypass there on which it spent in the order of
£15 million developing designs and it was aborted
because the Secretary of State at the time decided to
drop the scheme out of the programme. This is going
back some years. We are now into the new
generation, if you like, and having to start again.
Whilst we would accept that sometimes there are
benefits, and one of the consultants said you can
sometimes get benefits out of the aborted work, in
reality you end up a few years later having to almost
start the whole process again, even though it does
help you a bit. You start the whole consultation
again. If that scheme were to fall at some stage
because it was decided by Government that it
wanted to put priorities elsewhere, that is the sort of
sum we could be talking about in one county with
half a million population.

Q244 Chairman: But you have said it is essential that
preparatory costs are recoverable.



3450581024 Page Type [E] 20-10-06 23:58:33 Pag Table: COENEW PPSysB Unit: PAG2

Ev 92 Transport Committee: Evidence

24 May 2006 Ms Alison Quant, Dr Ian Harrison, Mr Tony Matthews, Mr Roy Newton, Mr Bob Wilkins
and Mr Graeme Fitton

Mr Wilkins: Yes.

Q245 Chairman: That is not terribly realistic, is it?
Mr Wilkins: I think what we would say is at the
moment there is no guarantee beyond the very
limited amount. I would accept an oVer of much
closer to 75% of the cost, for example. At the
moment Government is talking about looking at
100% funding of capital of major schemes but
perhaps having a 10% contribution from local
authorities on major schemes going through the
regional programme. I would be happy if there was
an oVer much closer to the costs than are there now.

Q246 Chairman: Irrespective of whether or not the
Government approved of the final scheme?
Mr Wilkins: Yes, because at the moment the scheme
I am doing is something the Secretary of State asked
us to do.

Q247 Chairman: That is slightly diVerent, is it not?
If the Secretary of State specifically says, “Will you
do a scheme”, that is one thing.
Mr Wilkins: He has already not only asked us to
promote the scheme but provisionally approved it.
He said, “You have taken it through the first stage
of consultation, I want you now to work it up into a
final scheme but I will then make a final decision
myself about whether it goes ahead”. In that case I
think there is a further obligation on the Secretary of
State to cough up some of the money towards that
scheme, to be honest. We are picking that up at that
invitation, we have taken it through and got to that
point but to spend another £6 million, which we are
doing now, and potentially find it is aborted is rather
a big ask of a local authority.
Mr Fitton: If I could just expand on preparatory
costs. It is not until you have got past the statutory
process of public inquiry that you can recover an
element of preparatory cost but a significant amount
of investment has been made to get to that point, a
significant amount. That does cause some problems
where we are investing at our risk entirely.
Mr Goodwill: Chairman, I wonder if maybe we could
give notice to the Secretary of State when he makes
his first visit that we might ask him if the Department
has figures, for example, as to how much money is
being spent on light rail schemes that have not come
to fruition or more generally on other integrated
transport schemes. It seems that we may have just hit
the tip of the iceberg and large sums of money are
being wasted and lots of people’s hopes are being
built up about schemes going ahead when all of
those come to naught.

Q248 Chairman: Do you not feel there is a diVerence
between a scheme that you feel you have been asked
to go ahead with where there is at least some
indication that the Department is not against it and

a scheme which has been decided upon by your
members which may be tremendously useful to them
but it does not fit into the general scheme of things?
Mr Wilkins: Yes.
Dr Harrison: We are now in a new era of regional
funding allocations in that if authorities are working
up schemes that have been submitted to the
Secretary of State through the regional planning
allocations process as being recommendations for
the programme then there is a reasonable
expectation that those schemes will go ahead. One of
the slightly frustrating things at the moment is that
regional submissions were made earlier in the year
and there has been no response from the Secretary of
State yet so authorities are working up the schemes
within those regional funding bids at their own risk.
I agree entirely that in conjunction with that we need
a situation where as much as possible of the
preparatory cost is actually refundable. Certainly
when a scheme gets to programme entry stage it
seems reasonable that that should then be a
partnership between the local authority and the
Government; programme entry being an indicator
that the scheme is going to go ahead.

Q249 Chairman: Let me bounce something oV you.
What would then happen if the priorities were
dependent upon where the schemes came in the
regional planning risk?
Dr Harrison: That is exactly what I am saying. If you
have got a scheme that the region believes should be
part of the regional programme then it seems fair to
me that the authority should have some degree of
comfort that their costs will be met. If an authority
decides to promote something that is entirely
outwith that programme, perhaps because it has got
a genuine problem it is trying to solve that is not a
regional priority, then the authority is clearly
putting itself more at risk.

Q250 Chairman: Devon seems to be a Centre of
Excellence for local transport delivery, how have
you managed to achieve that?
Dr Harrison: By setting ourselves targets through
Local Transport Plan 1 and achieving most of them.
You had a debate with the previous team about
achievement. We set ourselves what we saw were
realistic but achievable targets and have managed to
achieve them and, therefore, we have that
designation.

Q251 Chairman: They are not all based on Exeter,
are they?
Dr Harrison: Certainly not, no. The Centre of
Excellence is for two specific elements: one is road
safety and the other is for rural public transport, so
it is a county-wide issue.
Chairman: I must check with Totnes before I accept
that! Gentlemen, madam, you have been extremely
helpful and informative. I think your evidence will
form a great deal of our useful report, I hope. Thank
you very much for coming. I am sorry that you had
to be delayed a little.
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Supplementary memorandum submitted by the Association of Greater Manchester Authorities
and Greater Manchester Passenger Transport Authority

This evidence, submitted by the Association of Greater Manchester Authorities (AGMA) and Greater
Manchester Passenger Transport Authority (GMPTA), provides a combined response to the letters dated
20 June 2006 to AGMA and GMPTA.

Direct grants are allocated specifically for transport in London. Would you like to see revenue for transport
services ring-fenced in the same way for metropolitan transport authorities?

GM Authorities would like to see greater equity with London in terms of the amount of money spent on
transport. Local authority budgets are always under pressure, hence simply ring-fencing money for
transport is likely to cause problems in other priority areas. It would be preferable to enable transport
authorities to raise additional funding which was ring-fenced to transport, for example by allowing
authorities to receive fares from public transport, allowing supplementary business rates along routes which
are to receive significant transport improvements. These issues need to be linked to the wider review of city
region governance and the Lyons review into local authority funding. See also the response to the question
concerning prudential borrowing against TIF resources below.

Does the authority feel that the LTP was permitted to concentrate on areas felt to be important locally? If not,
why was there a feeling that the “National Shared Priorities” were to dominate over other local objectives? The
Department states that the guidance encouraged local authorities (and partners) to identify local priorities
within their LTP—what more steer did local authorities (and partners) need to develop local priorities?

The shared priorities were developed at a national level, linked to the delivery of the Department’s PSA
targets. Whilst GM authorities do not disagree with the priorities chosen we consider that they are very
transport focussed and don’t adequately reflect the local need to secure economic regeneration and growth.
Because LTPs are marked on the delivery of the shared priorities, authorities naturally focus resources on
them in order to secure the best chance of maximising future settlements. Whilst the Department does allow
local priorities it is not clear what weightings these are given, if any, in the LTP assessment. What would be
useful to LTP authorities is for the Department to publish the details of the scoring methodology, including
what weightings are applied to national and local priorities.

We would be grateful for an assessment of the cost of the interaction between the local authorities and the
central Department for Transport, if this is possible.

It is diYcult to accurately establish what costs are directly attributable to the LTP process as authorities
would have to undertake most of the work anyway in order to operate a good planning regime. For Greater
Manchester the production of LTP2 included local authority and PTA/E staV time and use of consultants
to develop the strategy and programme of schemes, and then to develop targets and use transport models
to test and refine them. This is estimated to be somewhere around £500,000. There was also the cost of
document production and distribution of both the provisional and final LTP2 which totalled around
£30,000. In addition to this GM authorities currently spend around £500,000 per year on monitoring.

Another area where significant costs do arise as a direct result of interaction with the Department is when
developing and promoting major schemes. The process of developing a major scheme business case can be
unnecessarily expensive when the Department keeps coming back to ask for more and more information
following submission of a business case. Not only does the extra work cost more money, but it also adds
further delay. This compounds the problem as construction industry inflation is running at around twice
the level that the Department accepts in business cases. Furthermore, as costs increase, the Department can
require further work to be undertaken to review the benefit to cost ratio of the scheme, resulting in further
delays and costs, which could result in yet more assessment being required, and so on. It would be far more
cost eVective for the Department to make early decisions on schemes, and once accepted, work in
partnership with scheme promoters to enable early delivery. The Department has a history of trying to micro
manage projects to try to keep control of costs, however to date this approach has tended to have the reverse
eVect. A better approach is to use the current gateway review process to ensure that the scheme promoter
understands the risks of the project and has the structures and project management resources in place to
deliver the project eVectively.

How has the Transport Innovation Fund been used to secure prudential borrowing?

To date the TIF has not been used to secure prudential borrowing. It is however something that the
authorities would like to explore. The aim would be to replicate the longer term funding arrangements which
government has agreed with Transport for London (TfL) which has enabled the latter to use prudential
borrowing, within agreed limits, as a source of finance for its investment programme. TfL is in eVect able
to borrow against a forward resource stream provided by the DfT from within its total budget. This provides
TfL with the flexibility to decide whether it uses the resource stream it receives from government to purchase
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services (eg an expanded bus network) or to service and repay debt raised to finance infrastructure
investment. This is not possible for us, or local authorities generally, because we do not receive resource
funding from DfT (the Regional Funding Allocation and the funding we receive through the Local
Transport planning process is all capital) and we do not have the benefit of a longer term budget deal with
DfT. TfL is, therefore, the only authority which can currently prudently borrow against a forward resource
stream with which DfT has agreed an extended funding agreement.

We have discussed with DfT the potential for the resource/revenue element of any funding made available
to us from the TIF to be used to facilitate TfL type funding deals with Greater Manchester and other local
authorities. The Transport Innovation Fund does not become available until 2008–09 and although DfT
has published indicative headline figures for the size of the fund through to 2014–15, it has not said how
much of the fund will be resource and how much capital. If the TIF followed the wider split between capital
and resource within DfT’s budget, then as much as 40% of it would be resource funding.

In practice both the size of the TIF and the split between capital and resource will be a function of other
pressures on DfT’s budget. If however a significant resource element can be secured, it could allow DfT to
enter into TfL type deals with other authorities.

This would involve DfT making a forward commitment of a proportion of the resource element of the
TIF out over time—eg as a budget agreed over a period of years against delivery of an agreed set of
outcomes. Such a deal could allow GM and other authorities to borrow to invest to deliver those outcomes.
This key benefits of this approach would be:

— a significant increase the buying power of the TIF in terms of the early delivery of the infrastructure
necessary to support the objectives behind the fund;

— that it would provide a powerful incentive mechanism for authorities to deliver the outcomes
specified as part of the budget deal, since any failure on their part would be reflected in a reduction
of the budget and an increased call on local resources to service the debt they had taken out; and

— it could be expected to assist local authorities in gearing in additional sources of revenue to help
secure investment, with the resource TIF complementing farebox and other potential sources of
revenue such as supplementary business rates, work place parking levies and congestion charging
revenues. Again this would significantly enhance the ability of local authorities to deliver the
combined investment and demand management strategies which the TIF is in part designed to
promote.

Although the above provides powerful arguments in favour of this approach, it needs to be recognised
that such forward commitments of resource would significantly reduce DfT’s room for manoeuvre in the
future and unless oV balance sheet procurement (ie private finance) oVered better value it would be likely
to increase total local authority prudential borrowing with implications for total public debt and thus the
sustainable investment rule.

Q268 The transport Minister Dr Ladyman stated: “We can keep it under review, but actually the £5 million
threshold is widely misunderstood. The £5 million is not the maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider giving additional grant. If we increased it to £6 million local
authorities would actually be worse oV because it would mean that they would have to have a £6 million scheme
before we would consider giving them additional grant. Local authorities would be better pressuring us to bring
the level down rather than to bring it up.” What is your response to this statement? Have local authorities
misunderstood the issue?

GM authorities consider that it is sensible to keep the current £5 million threshold, however there are a
couple of issues. Firstly that the level of detail required for a major scheme business case is substantial and
costly, therefore we would suggest that the Department considers developing a simpler system for schemes
costing £5–10 million. Secondly, the regional funding allocation process focuses resources on schemes of
regional significance, which can be at the expense of schemes of local importance. It is therefore suggested
that a proportion of the major scheme funding be set aside for those smaller scale, locally important schemes.

It has been suggested that whole life costing, good asset management and strategic transport planning is not
helped by having separate (revenue and capital) funding streams. CIPFA, the public sector accountancy body,
has suggested that integration could be achieved by supporting capital schemes through the revenue account,
by paying the full cost of depreciation plus an interest or opportunity cost of using capital. What would be your
view on this?

The CIPFA suggestion has clear parallels with the ideas discussed above in respect of borrowing against
future resource streams from the TIF.

The GM experience is that the current approach does hinder genuinely strategic planning and introduces
distortions in terms of the consideration of procurement, funding and financing options.

Ultimately all forms of infrastructure procurement—conventional, oV balance sheet PFI, on balance
sheet PFI and revenue support (eg to bus services) translate into the same kind of fiscal impacts over time and
thus the same kind of impact on the Golden Rule. The ideal system would reflect this fundamental reality in
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the budgetary constraints placed on local authorities. This would, as CIPFA have identified, mean replacing
capital budgets with revenue support. It would also mean reform to the current PFI credits regime, which
ring fences a significant amount of potential buying power to a particular form of procurement.

The new prudential borrowing regime and the potential to extend the TfL long term budgeting model
oVer possible mechanisms for addressing this, with the potential to generate a genuinely level playing field
in term of investment and procurement decision making.

The key however to any reform would be the nature and terms of the supporting long term revenue deal
and the restrictions placed on the scale of local authority borrowing. If local authorities are being expected
to borrow significant sums against a forward income stream provided by central government then they will
need certainty on the terms on which that income stream will be provided. As noted above, however the
scope for attaching conditions on delivery of outcomes for an element of a forward income stream could
provide a powerful incentive on local authorities to deliver.

July 2006

Supplementary memorandum submitted by Hampshire County Council

Thank you for your letter of 20 June. Hampshire County Council’s answers to the questions you have
posed are as follows.

Q1. Direct grants are allocated specifically for transport in London. Would you like to see revenue for transport
services ring-fenced in the same way for county councils? If grants were to be ring-fenced for metropolitan
transport authorities how would this aVect county councils?

A1. Ring-fencing transport funds would assist county councils’ transport departments in securing a
guaranteed minimum level of funding for transport schemes. However, this would reduce the flexibility
enjoyed by the authority as a whole to make strategic decisions about funding levels across a number of
service areas. On balance, Hampshire County Council would prefer that funds were not ring-fenced for any
policy area. County Councils are best placed to make decisions about local needs and spending priorities.

Q2. Does the authority feel that the LTP was permitted to concentrate on areas felt to be important locally?
If not, why was there a feeling that the “National Shared Priorities” were to dominate over other local
objectives? The Department states that the guidance encouraged local authorities (and partners) to identify
local priorities within their LTP—what more steer did local authorities (and partners) need to develop local
priorities?

A2. The national shared priorities appeared to be based more on issues that were measurable rather than
issues that were ultimately important. For example, there was a shared priority on air quality because this
can be assessed. But there was no shared priority on protection of the environment more generally. Equally,
there were no objectives on quality of life, economic development or asset management. Whilst the LTP
guidance allowed local authorities to specify additional local priorities, many local authorities were
unwilling to make too much use of this in case the Government gave the LTP a lower assessment score.

For example, the LTP guidance says:

— “3.3 The Department will look for evidence that the aim of delivering the shared priorities is at
the heart of all local strategies and LTPs . . .”

— “3.6 . . . The Department encourages local authorities to focus on explaining the contribution of
their proposals to the transport shared priorities, before describing how they would deliver any
other priorities.”

These and other references in the guidance gave the clear message that local priorities should have a lower
order of priority than the shared priorities.

Hampshire County Council’s LTP includes a small number of local priorities, such as quality of life,
economic development and asset management. The general approach taken was to incorporate local
objectives within the strategies for the shared objectives. A major example of this is the county council’s
approach to accessibility, which includes concepts such as urban permeability as well as the Government’s
more narrow definition of accessibility based on bus timetables.

Q3. We would be grateful for an assessment of the cost of the interaction between the local authorities and the
central Department for Transport, if this is possible.

A3. For the preparation of the LTP, most of the County Council’s interaction was with the Government
OYce for the South East rather than the central Department for Transport. Interaction with central
Department for Transport was limited to attendance at a handful of seminars and one meeting, plus
occasional telephone calls and emails. It is not possible to estimate costs, which were relatively low.
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Q4. The transport Minister Dr Ladyman stated: “We can keep it under review, but actually the £5 million
threshold is widely misunderstood. The £5 million is not the maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider giving additional grant. If we increased it to £6 million local
authorities would actually be worse oV because it would mean that they would have to have a £6 million scheme
before we would consider giving them additional grant. Local authorities would be better pressuring us to bring
the level down rather than to bring it up.” What is your response to this statement? Have local authorities
misunderstood the issue?

A4. During the first round of Local Transport Plans, the £5 million threshold represented both the
minimum level for Government financial support and the maximum level that authorities could spend
without Government approval. This created two distinct problems:

— Smaller authorities found it diYcult to fund schemes that cost close to £5 million, since this was
below the threshold for Government support and often too expensive for their integrated transport
budgets. These authorities generally welcomed a lower major scheme threshold.

— Larger authorities who could aVord to fund schemes costing more £5 million from their own
resources, could be frustrated by the need to seek Government approval. These authorities
sometimes argued for a higher major scheme threshold.

During the course of the LTP2 process the rules were changed. Local authorities are now allowed to fund
schemes costing more than £5 million from their own resources. Government approval is no longer required.
Smaller authorities have also been oVered ways of securing funding for schemes costing less than £5 million.

However, this change in rules is not easy to find amongst the large number of guidance notes and letters
sent by the Department for Transport. It may have been overlooked by many authorities. It is not mentioned
in the Guidance on full Local Transport Plans, published in December 2004. The Government’s website
on local transport guidance (www.webtag.org.uk) still carries guidance from April 2004 which continues to
suggest that Government approval is required for schemes costing more than £5 million:

“schemes promoted by the local authority and for which Government approval is not required
(for example schemes below the £5 million threshold)”.

If there has been misunderstanding by local authorities about the major scheme threshold it is likely to
be due to the large amount of guidance by the Department of Transport.

Hampshire County Council’s view is that the recent changes to the major scheme thresholds are welcome,
but they should be more clearly explained. The County Council remains concerned about the cost of bidding
for a major scheme and the unpredictability of Government decisions, such as the decision not to fund the
South Hampshire light rail scheme.

Q5. It has been suggested that whole life costing, good asset management and strategic transport planning is
not helped by having separate (revenue and capital) funding streams. CIPFA, the public sector accountancy
body, has suggested that integration could be achieved by supporting capital schemes through the revenue
account, by paying the full cost of depreciation plus an interest or opportunity cost of using capital. What would
be your view on this?

A5. The separation of revenue and capital funding streams creates a number of diYculties for local
authorities, because it reduces individual authorities’ ability to match expenditure to local need. Hampshire
County Council believes that asset management has been given insuYcient weight in funding allocations.
Because of this, the county council would support proposals to replace capital allocations with revenue
funding.

10 July 2006

Supplementary memorandum submitted by Devon County Council

Devon County Council submitted written evidence to the Committee on 24 April 2006. Dr Ian Harrison
and Tony Matthews attended the Committee on 24 May 2006 to provide oral evidence on behalf of the
County Council.

The County Council has been requested to supply supplementary evidence on the following points:
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1. Direct grants are allocated specifically for transport in London. Would you like to see revenue for transport
services ring-fenced in the same way for county councils? If grants were to be ring-fenced for metropolitan
transport authorities how would this aVect county councils?

Devon County Council would prefer a system of direct transport grants rather than supported capital
borrowing, removing the relationship between transport capital funding and any revenue restrictions
imposed on a local authority.

Ring fenced grants for revenue transport services would make allocation of resources simpler, and protect
the level of funding from local political decision. Conversely, the presence of a ring fenced resource may
discourage the contribution of further corporate resources to transport.

Devon County Council has consistently allocated a revenue budget for highway maintenance at a level
above the highways element of the Formula Spending Share. The County Council has taken the view that
the FSS is insuYcient to maintain Devon’s extensive highway network, and the formula does not reflect
our need.

Devon has also received the second highest level of Rural Bus Subsidy Grant in England. Although RBSG
is not ring fenced, the full grant has been spent on subsidy of rural bus services. RBSG has been has only
been confirmed until March 2008. The continuation of this funding in a rural County like Devon is seen as
being essential to delivering our Local Transport Plan objectives.

Ring fencing of revenue for transport services may be seen as being centrally driven initiative rather than
a local one, stifling local debate as to the priority of transport within the context of the whole authority.

2. Does the authority feel that the LTP was permitted to concentrate on areas felt to be important locally? If
not, why was there a feeling that the “National Shared Priorities” were to dominate over other local objectives?
The Department states that the guidance encouraged local authorities (and partners) to identify local priorities
within their LTP— what more steer did local authorities (and partners) need to develop local priorities?

Devon County Council considers that the December 2004 Local Transport Guidance did encourage local
authorities to identify local objectives in addition to the four National Shared Priorities. As indicated in
Mr Matthews’ evidence to the Select Committee on 24 May 2006 in answer to Q231, the Devon Local
Transport Plan 2006–11 includes three local objectives:

— Improving Recreation, Leisure and Tourism.

— Promoting Health and Well-Being.

— Improving Public Spaces.

These local objectives were identified through our Local Transport Plan consultation programme
including Panel Hearings, Focus Groups, and on street interviews.

3. We would be grateful for an assessment of the cost of the interaction between the local authorities and the
central Department for Transport, if this is possible.

It is estimated that the preparation and production of the final Devon Local Transport Plan 2006–11 has
cost Devon County Council £115,000 between October 2005 and March 2006. The production and printing
costs were £25,000 for 1,000 copies, and internal staV costs are estimated at £90,000. If the costs of preparing
and producing the Provisional Plan are taken into account, the total estimated cost is in excess of £200,000.

The Committee were also seeking information regarding the scale of Major Scheme preparatory costs
incurred by local authorities:

Barnstaple Western Bypass is a Major Scheme currently under construction. Devon County
Council spent £2.177 million on scheme preparation that is not recoverable, including site
investigations, river modelling, environmental surveys, PFI business case, traYc studies,
environmental statement, design, order, and public inquiry costs.

The Major Scheme Business Case for Kingskerswell Bypass is likely to be submitted in September
2006. Since taking responsibility for the scheme from the Highway Agency in 1996 Devon County
Council and Torbay Council have jointly spent £1.323 million. During 2005–06 £191,000 was spent
on scheme preparation, and during the current financial year a further £250,000 is planned to be
spent.

Two Major Schemes in the Exeter Sub Region are included in the SW Region’s transport priorities,
Exeter PUA Infrastructure and East of Exeter Phase 2 Improvements. The Region has concluded
that there is a strong case for their inclusion in the Regional Funding Allocation. The schemes are
at a relatively early stage of their preparation but £40,000 was spent during 2005–06 on initial
option assessment and design.
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4. Q268 The transport Minister Dr Ladyman stated: “We can keep it under review, but actually the £5 million
threshold is widely misunderstood. The £5 million is not the maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider giving additional grant. If we increased it to £6 million local
authorities would actually be worse oV because it would mean that they would have to have a £6 million scheme
before we would consider giving them additional grant. Local authorities would be better pressuring us to bring
the level down rather than to bring it up.” What is your response to this statement? Have local authorities
misunderstood the issue?

The definition of a Major Scheme is clear in the “Guidance to Local Authorities seeking DfT funding for
transport Major Schemes” published in April 2005:

“1.1.2 The minimum cost of a scheme that the Department would consider funding as a Major
Scheme has traditionally been £5 million (gross). For the vast majority of schemes this threshold
will remain. However, the Department does recognise that some small LTP areas may find it
diYcult to fund schemes that are less than this amount through other sources. We will therefore
consider bids for schemes under £5 million in certain circumstances. See section 1.3 for further
information.

1.1.3 A local authority scheme does not automatically need to be funded or approved by the
Department as a Major Scheme if the gross cost is greater than £5 million. Authorities are free to
use their block allocations to fund schemes, either on their own, or alongside other sources of
funding, without submitting schemes for approval by the Department. In such cases it would be
for the local authority to ensure that the scheme was the best value for money means of achieving
its objectives.”

The two issues for local authorities are:

justifying the costly preparatory work necessary to prepare a Major Scheme Business Case, before
submitting it to the Department for approval, for a scheme in the £5 million to £10 million
range; and

funding a scheme in the £5 million to £10 million range from the current level of Integrated
Transport Block allocations without having a significant eVect on the delivery of Local Transport
Plan programmes and achievement of overall objectives and targets.

This was reflected in Dr Harrison’s evidence to the Select Committee on 24 May 2006 in answer to Q203.
It is considered that there is an argument to support the raising of the threshold for Major Schemes to
£10 million, provided there is an associated increase in the level of Integrated Transport Block funding to
allow local authorities to fund schemes in the £5 million to £10 million range.

5. It has been suggested that whole life costing, good asset management and strategic transport planning is not
helped by having separate (revenue and capital) funding streams. CIPFA, the public sector accountancy body,
has suggested that integration could be achieved by supporting capital schemes through the revenue account,
by paying the full cost of depreciation plus an interest or opportunity cost of using capital. What would be your
view on this?

The point raised by CIPFA is a valid one. Local authorities only divide financial responsibilities on a
revenue/capital basis because the funding arrangements encourage us to do so, and a better solution would
be a more integrated approach.

The separation of funding into revenue and capital streams is partly a legacy of cash accounting within
central government, and partly an attempt to influence the outcome of investment decisions. Since central
government is now accounting on a resource basis, our view is that controls should be structured around
depreciation concepts, rather than “capital” funding streams.

The separation of funding into revenue and capital has a number of adverse consequences:

— Additional bureaucracy.

— Local authority choices are distorted to fit within the funding streams available—the starting totals
for which were often determined on a largely arbitrary basis.

— Option appraisals are often limited to specific funding streams, which can ignore or downplay the
interactions between capital investment and ongoing revenue costs.

— Funding streams are not well-integrated—for example there is no longer a direct link between the
amount provided in the RSG to finance borrowing and the amount of “supported borrowing”.

The Lyons Inquiry has suggested that the exercise of influence through detailed control over multiple
funding streams confuses accountability, and there needs to be a more transparent distinction between
decisions made by local authorities and decisions implemented by local authorities as agents of central
government. We would agree with that point of view.
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Options for improvement would appear to be (stated in order of preference):

1. The costs of capital investment are built into costs of service provision via depreciation/capital
charges, and appropriate long term provision is made in the RSG to support these costs.

2. Retention of separate funding for capital investment, but solely by capital grant or a revenue
grant that meets the entire cost of borrowing (which would be identical in eVect to PFI credits,
meaning that there would be no practical distinction between the two).

3. If it is not possible to support 100% of the borrowing cost, provide a fixed level of support over
a long term (at least 25 years) which is the same level irrespective of whether the borrowing is
PFI or conventional.

If option 1. above were to be adopted, the most appropriate method of calculating asset value and
depreciation would need to be determined, to ensure that the true cost of maintaining the transport asset
was reflected.

7 July 2006

Supplementary memorandum submitted by East Sussex County Council

1. Direct grants are allocated specifically for transport in London. Would you like to see revenue for transport
services ring-fenced in the same way for county councils? If grants were to be ring-fenced for metropolitan
transport authorities how would this aVect county councils?

Unlike Transport for London, County Councils are not single purpose authorities. Funding for the
County Council has to be in the context of all its key services; the impact on the council tax payer and the
local political choices that are involved in forming priorities. In terms of core government base revenue
funding there would be little support for further ring fencing of grants. Rather the wish must be for general
formula grant to be adequate to help support the cost of all key service expectations being set for local
government.

There is, however, an accepted use of specific grants to pump-prime new services (eg transport routes).
More significantly, properly funded capital allocations for specific purposes (such as LTP) are accepted
practice and amount to the equivalent of direct grants—providing they are properly funded and the balance
of the burden falling on the local tax payer and the national exchequer is transparent and reasonable. In the
round, funding issues for transport cannot be divorced from the totality of the funding regime for County
Councils as a whole; including the financial impact on government and the local council tax payer. There
would be major concerns if ring fenced grants for metropolitan transport authorities were to result in
swallowing up potential regional and LTP major scheme allocations to shire counties in particular.

2. Does the authority feel that the LTP was permitted to concentrate on areas felt to be important locally? If
not, why was there a feeling that the “National Shared Priorities” were to dominate over other local objectives?
The Department states that the guidance encouraged local authorities (and partners) to identify local priorities
within their LTP—what more steer did local authorities (and partners) need to develop local priorities?

Generally, the East Sussex LTP2 objectives fit comfortably within the context of the wider National
Shared Priorities transport. The LTP2’s objectives are based on the East Sussex Community Strategy
Objectives (“Pride of Place”) and are closely aligned to the national shared priorities for transport. The
exception is the LTP2 “maintenance” objective as none of the shared priorities explicitly includes this.

However, the rural nature and poor economic performance of the County, together with the overall level
of resources available, constrains the extent to which the County Council’s transport capital programme can
significantly contribute to the achievement of all LTP objectives. The funding process is heavily weighted to
meeting national transport objectives and this limits the LTAs’ ability to pursue local aspirations. For
example, there is no tangible funding opportunity to implement significant non-major schemes in excess of
£1 million and less than £5 million. In East Sussex, implementation of Phase 1 of the Newhaven Port Access
road has been a local priority for several years but continues to be frustrated by an apparent lack of
commitment from Government to invest in schemes in excess of £2 million but under £5 million, despite the
potential for such schemes to contribute to high priority local economic regeneration and transport
objectives.

The LTP guidance is suYcient in terms of providing a steer on how local authorities should identify their
local priorities.

3. We would be grateful for an assessment of the cost of the interaction between the local authorities and the
central Department for Transport, if this is possible.

The cost for interaction will vary year-on-year ie depending on whether we are preparing both a Local
Transport Plan and a Delivery Report (formerly an Annual Progress Report) and the number of
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consultations eg re national/regional transport policy and funding. Over a five-year period average costs
vary in the range of £80,000 to £100,000 per year.

4. Q268 The transport Minister Dr Ladyman stated: “We can keep it under review, but actually the £5 million
threshold is widely misunderstood. The £5 million is not the maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider giving additional grant. If we increased it to £6 million local
authorities would actually be worse oV because it would mean that they would have to have a £6 million scheme
before we would consider giving them additional grant. Local authorities would be better pressuring us to bring
the level down rather than bring it up”. What is your response to this statement? Have local authorities
misunderstood the issue?

Local Authorities have understood that they are not able to progress schemes of more than £5 million
without specific DfT major scheme approval, irrespective of the funding stream. The Transport Minister’s
words imply that LTA’s can progress schemes in excess of £5 million without having to obtain DfT approval
if funded through a combination of the LTP and non-government sources (ie “The £5 million is not the
maximum that a local authority can spend”). Clarification would be helpful to confirm whether such
schemes must receive DfT approval to be implemented. The Minister’s statement still leaves us believing
they do require DfT approval.

We strongly agree that there would be potential benefits in lowering the threshold below £5 million for
schemes to qualify for Government funding support. However, the concern is that the current bidding
system for “Majors” is so onerous that the costs involved in progressing significant non-major schemes,
would form a large proportion of overall scheme costs impacting on its Value for Money credentials. The
current requirement has presented a major obstacle to progressing important regional and local priorities.
I have already mentioned the first phase of the Newhaven Port Access Road. The first phase of this scheme,
would cost in the order of £4 million and would contribute to the economic regeneration of Newhaven,
consistent with the emerging South East Plan and LTP2 objectives.

5. It has been suggested that whole life costing, good asset management and strategic transport planning is not
helped by having separate (revenue and capital) funding streams. CIPFA, the public sector accountancy body,
has suggested that integration could be achieved by supporting capital schemes through the revenue account,
by paying the full cost of depreciation plus an interest or opportunity cost of using capital. What would be your
view on this?

Having separate funding streams for capital and revenue is not an issue. Currently most capital schemes
are funded by borrowing finance from the revenue account. It is right and proper to account for the
diVerences between revenue and capital spend items. CIPFA have not suggested the integration implied in
the question. Rather, they would promote a depreciation charge to revenue to reflect the full cost of the use
of the asset. This would allow renewal funds to be built up but this does raise a major question of the impact
on the council tax payer of depreciation accounting.

July 2006

Supplementary memorandum submitted by The County Surveyors’ Society

Direct Grants are allocated specifically for transport in London. Would you like to see revenue for transport
services ring-fenced in the same way for county councils? If grants were to be ring-fenced for metropolitan
transport authorities how would this aVect county councils?

Whilst ring-fenced funding might be attractive to a transport authority, it would impact on the flexibility
aVorded to the local authority as a whole and for which authorities have historically lobbied for.

An issue, particularly for floor authorities, is the ability for them to aVord to take up their full borrowing
approvals due to the cost of borrowing and influenced by council tax capping pressures. Whilst authorities
enjoy the freedoms and flexibilities aVorded to them by non ring-fenced revenue allocations, there is perhaps
a case for the supported borrowing element of RSG, to be ring-fenced or funded as grant and also that it
should cover the full transport borrowing allocation. In LTP2, only the performance element of the
settlement is funded as grant.

With regard to the funding arrangements for transport in London, its extension to the metropolitan
authorities and the likely impact on county councils, this highlights what appears to be an overly
complicated and excessive number of funding models and regimes and CSS questions whether this is
appropriate?
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Does the authority feel that the LTP was permitted to concentrate on areas felt to be important locally? If not,
why was there a feeling that the “National Shared Priorities” were to dominate over other local objectives? The
Department states that the guidance encouraged local authorities (and partners) to identify local priorities
within their LTP—what more steer did local authorities (and Partners) need to develop local priorities?

The DfT guidance suggested very clearly that local authorities should concentrate on the Shared Priorities
and so authorities felt that they were merely “permitted” to concentrate on areas that were important locally.
However, the guidance and scoring systems made it clear that DfT wished to see a concentration on the
“shared priorities”. As a result, the Shared Priorities dominated the second LTPs and local objectives (such
as supporting the local economy) were not aVorded suYcient weight by DfT. An equal weighting between
nationally agreed priorities and locally determined priorities would be a good start.

We would be grateful for an assessment of the cost of the interaction between the local authorities and the
central Department for Transport, if this is possible?

Whilst it is not possible to provide global figures for the cost of such interaction, there are many examples
that can be given to demonstrate the extent of what has become a significant undertaking.

— The Local Transport Plan and Annual Progress Report regime is very time consuming and
resource intensive. There is a need to review the timing and frequency of plan making and
performance reporting and to perhaps bring it in line with Spending Reviews.

— The preparation of Major Scheme Annex E submissions necessitates a significant and very often
non-recoverable investment by promoting authorities, in order to satisfy DfT requirements. By
way of example, Hampshire County Council experienced poor and inconsistent guidance from
DfT, a protracted decision making process and an eventual decision which was inconsistent with
DfT’s own guidelines. The cost of developing the scheme was £10 million.

— Major schemes that have been in the programme for a number of years are being caught up in
changes to the approval system and are being subjected to costly and time consuming re-appraisal.

— Changes of methodologies for monitoring, or the introduction of new national targets, which
involve authorities in expense and lead to diYculties in establishing long term trends and
eVectiveness of delivery—the maintenance indicators and bus patronage indicators are good cases
in point.

— The use of challenge funds and similar initiatives leads to wasteful eVort in the bidding process—
eVort and money that could have been better used to deliver schemes on the ground.

On a more positive note, it is felt that relationships and communication with DfT have improved since
their re-organisation and allocation of staV, whose role is to liaise with authorities.

Q268. The transport Minister Dr Ladyman stated: “We can keep it under review, but actually the £5 million
threshold is widely misunderstood. The £5 million is not the maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider giving additional grant. If we increased it to £6 million local
authorities would actually be worse oV because it would mean that they would have to have a £6 million scheme
before we would consider giving them additional grant. Local authorities would be better pressuring us to bring
the level down rather than to bring it up.” What is your response to this statement? Have local authorities
misunderstood the issue?

The £5 million threshold is not, as the Minister suggests, widely misunderstood.

The £5 million threshold has not been increased in line with inflation since its introduction and as a
consequence no longer buys a particularly significant scheme. In principle, the threshold should be increased
in order to restore its value in real terms, however such a move would require a review of the funding regime
for majors and those schemes excluded by a higher threshold. On balance, if such a review is not to take
place, the threshold should remain at £5 million.

In reality, the size of the transport pot is at present inadequate to deliver what is required, whatever the
threshold. One only has to look at the Regional Funding Allocations to see the mismatch between
allocations and what is required to deliver the aspirations of the regions.

In any event, the current arrangements leave promoting authorities unable to aVord significant
sub-£5 million schemes from within their integrated transport block allocations and unable to make any
supplementary bids, an arrangement that was open to all authorities during LTP1 but no longer available
and replaced by the restrictive sub £5 million major scheme bid.
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It has been suggested that whole life costing, good asset management and strategic transport planning is not
helped by having separate (revenue and capital) funding streams. CIPFA, the public sector accountancy body,
has suggested that integration could be achieved by supporting capital schemes through the revenue support
account, by paying the full cost of depreciation plus an interest or opportunity cost of using capital. What would
be your view on this?

There are two main concerns associated with capital investment— the ability to pay oV the debt and the
ability to maintain the asset. Whilst welcoming the move by DfT to pay all its contribution towards major
scheme costs using direct grant from 2007–08 and also the “reward” element of the block allocations, there
remains the perennial issue of an authority’s ability to fund the revenue implications arising from any
investment decision. This situation is symptomatic of the way public sector finance currently works, with
separate capital and revenue funding streams.

Local government is well placed to respond to any review of public sector finance that results in linking
capital funding to depreciation. Many highways authorities have developed asset management approaches
and incorporated these into their Local Transport Plans, with much eVort being invested in developing the
necessary inventories, etc.

These developments oVer an opportunity to integrate highways asset management and accounting and
we consider that doing so will improve the quality of asset and financial management.

7 July 2006
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Summary

The Local Transport Plan (LTP) system and its accompanying increased investment has resulted in more
delivery on the ground and major impacts locally through the country—for example reductions in road
casualties and halting the deterioration of local roads. The second round of plans builds on the strengths and
experience of the first, with key policy developments including shared priorities for transport. Some major
developments related to funding are in train, including the introduction of a formula for distributing support
for integrated transport between councils, new arrangements for major schemes and reductions in the
burden of reporting.

1. Introduction

The Department for Transport welcomes the Transport Committee’s Inquiry into Local Transport
Planning and Funding, since local transport services are by far the most commonly used local service, and
essential in supporting almost all journeys. This paper sets out the factual background to assist the
Committee, while the Annex provides relevant financial tables. The paper does not cover London, since a
separate planning and funding system operates there, but further details can be provided if required.

2. Background and Policy

Under the Transport Act 2000 local transport authorities in England outside London are obliged to
develop Local Transport Plans every five years. The policy had been promulgated in the 1998 Transport
White Paper [Cmnd 3950].

The requirement to develop Plans applies to county councils and unitary authorities, and to passenger
transport authorities and metropolitan district councils jointly in each former metropolitan county. The
statutory requirement has been dis-applied from councils classified as excellent by the Comprehensive
Performance Assessment, although all such Councils have nevertheless chosen to prepare Plans.

The first five year local transport plans were prepared in 2000, following a transitional year, to cover the
2001–02 to 2005–06 period. The second set of Plans were completed in March 2006 and cover 2006–07 to
2010–11.

LTPs enable authorities to draw together their plans and strategies, in consultation with all the interested
parties, to ensure transport make an eVective contribution to the authority’s overall vision and objectives.
The five year period covered by the plan oVers a stable environment within which authorities can implement,
monitor and develop their proposals. The policy emphasises the need for an inclusive approach and
integrated transport solutions to encourage public transport, cycling and walking.

LTPs are expected to be comprehensive documents covering the use of both capital and revenue
expenditure, but are used specifically to inform central government on the distribution of capital resources
for transport. In this respect they replaced the Transport Policies and Programme (TPP) system of bidding
for capital resources. Under TPPs, authorities were allocated funding for individual schemes. This meant
the Government took decisions on very small schemes, often costing as little as a few thousand pounds, and
took those decisions in isolation rather than in the context of a wider strategy.

Instead of an annual bidding round, the LTP system has been built round five year transport strategies,
devised at local level. Local authorities have had substantially more discretion and certainty than before.

The Department issued guidance for both the first and the second LTPs. The guidance issued in 2004
reflects the Government’s transport policies and is strongly influenced by shared priorities agreed with the
Local Government Association. For transport these are tackling congestion, pollution and road safety
problems and improving accessibility, together with a number of other quality of life issues. The second
LTPs give increased emphasis to accessibility and air quality issues in particular, alongside some of the more
traditional transport-related priorities.
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For the second plans the Guidance also emphasises four key principles:

— LTPs should set transport in a wider context;

— LTPs should set locally relevant targets for outcome indicators;

— LTPs should identify the best value for money solutions to deliver those targets; and

— LTPs should set trajectories for key targets, to enable greater transparency and rigour in assessing
performance.

The Department has appointed a consortium led by WS Atkins to evaluate the process and impact of the
LTP policy over the long term. The consultants have published their interim report (on the DfT website) in
July 2005. The interim report indicates that the LTP is a popular policy, strongly supported by local
transport practitioners, stakeholders and the wider transport profession.

3. Funding Mechanisms

Local transport authorities are expected to fund implementation of LTPs through a mixture of their own
resources, central government support and contributions from third parties. Central government support
for capital investment is provided through block allocations for Integrated Transport support and for
Maintenance, and specific allocations for large schemes which might otherwise place a disproportionate
burden on the authority (generally those costing over £5 million). Support for revenue is provided through
Revenue Support Grant (RSG). Some authorities also receive specific grants, of which the most significant
is Rural Bus Subsidy. Figures showing the scale of government capital support and the substantial increases
in recent years are at Table 1.

Some local authorities have also used the Private Finance Initiative to invest in transport, recent figures
also being shown in Table 1. In addition, contributions from developers and others in the private sector can
significantly reduce the public sector cost of local transport improvements.

Government funding support for local transport investment is generally provided through the mechanism
within the RSG system which supports borrowing and capital repayments. Throughout the LTP period
there has been flexibility on how authorities may use this funding support. Allocations are not ring-fenced
and there has also been flexibility to use credit approvals for capital borrowing over two years, rather than
the previous single year availability.

In 2004 credit approvals were superseded by the prudential borrowing system. This allows councils more
flexibility in investing in capital projects. Some local authorities are using it to supplement the supported
borrowing for transport capital provided by the Government.

For major schemes 50% of funding has generally been made available through direct grant rather than
through the RSG system. From 2006–07, it is expected that all support for new major schemes will be
provided through direct grant.

The vast majority of Government funding support related to local authority transport revenue spend is
provided through un-hypothecated RSG. Councils have flexibility to decide how much should be invested
in local transport services alongside other services.

4. Local Authority Spend

Local authorities received the substantial increases in their block allocations for local transport
investment as part of their single capital pots. Initially there were some fears that funding increases would
be diverted away from the transport sector by local authorities. This has generally not been the case as shown
in tables 1 and 2.

Block allocations are spent by authorities on a very wide range of transport investment, as illustrated in
Table 2.

Local authority revenue spend on transport is shown in Table 3.

5. Distribution of Block Funds

The Department seeks in deciding on how available funds should be distributed between authorities to
take into account both relative needs and the authority’s record of performance.

The former TPP system allocated funding purely in response to local authorities’ funding bids. Bids were
also a key element influencing the distribution of integrated transport funding during the LTP1 period,
though performance was also taken into account. During this period the vast majority of the funding
support for highways capital maintenance schemes however was distributed on the basis of a formula which
took into account factors reflecting relative need, such as the length and condition of the local roads and
bridges networks.
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In 2004 the Department consulted on the introduction of a formula for the distribution of integrated
transport block, and on certain changes to the maintenance formula. Major advantages of introducing a
formula to inform the distribution of the integrated transport block include:

— It allows allocation decisions to be made consistently between authorities—avoiding inconsistent
decisions that would be perceived as unfair.

— There is transparency in funding allocations—particularly important when there is a desire in the
sector to spend a lot more than the total resources available.

— It enables pressures (“needs”) to be considered in funding allocations—the principle underlying
the formula already used for the capital maintenance block.

The consultation indicated general support for the introduction of a formula, though there were
diVerences of view on how swiftly it should be introduced. The formula adopted is based on the shared
central and local government priorities for transport. It is being introduced with a transitional, phasing-
in period.

The Department is distributing some of the integrated transport block between authorities on the basis
of its assessments of the quality of local authorities’ second plans and the delivery of their first ones. A
particular authority’s planning guideline for the integrated transport block can be increased or decreased
by up to 25% on the basis of the performance assessments.

6. Major Schemes

The Major Schemes system enables authorities to bid to DfT for financial assistance towards larger capital
schemes that would otherwise be beyond their means. Bids are assessed by DfT to ensure that the available
funding goes to those schemes that will provide the best value for money and have the best prospect of
delivery to time and budget.

Since the introduction of the LTP system, the assessment process has evolved considerably to ensure that
these aims are met. Schemes are assessed by the Department using an appraisal framework that scores
against economic, environmental, safety, accessibility and integration criteria. In 2004 the Department
published details of how it assesses the value for money of schemes, allowing promoters to make a
considered judgement at an early stage on the prospects of funding. In 2005, DfT introduced draft guidance
proposing further measures to incentivise more accurate initial cost estimates, provide for greater scrutiny
of authorities’ capacity to deliver, and the requirement to have a tendered price before full approval is
considered.

In April 2006 the Department issued a consultation on further changes to the funding regime for major
schemes, balancing a requirement for a local contribution with greater Departmental support for
preparatory costs, in order to put a greater onus on sound scheme preparation and to ensure local ownership
and commitment.

The introduction of Regional Funding Allocations and the recent advice that has been provided by
regional bodies, should enable a more strategic forward view to be taken on the schemes likely to be
considered for funding over the next 10 years and promote a stronger alignment of transport with housing
and economic development plans. This in turn should avoid resources being wasted in the preparation of
schemes which are unlikely to be aVordable.

Recent spend reported by authorities on major schemes is shown in Table 2.

7. Reporting on Performance

The Department requested progress reports from local authorities annually during the course of the first
LTP period. These have focussed on the delivery of the plan in a particular year. The scores for assessments
are publicly available and have influenced the allocation of some funding. Recent assessments have focussed
on the progress reported against the targets councils set and on whether they have delivered the outputs they
expected to and the investment provided.

In 2006 the Department has requested a delivery report which should take a broader and more medium
term view of the progress made over the whole first five year LTP period. The reports will enhance
substantially the evidence base available to the Department (and publicly) about what has been achieved by
LTP1s across the country. The Department will consider the evidence provided about the overall impact of
the plan, the delivery of key strategies and progress on core indicators.

The Department has announced that it plans to assess progress at a broadly biennial frequency in the
future.
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8. Outcomes and Outputs

In general, local authorities are on track to meet most of the local indicators they set in their LTP1s as
shown in Table 4.

Table 4

CORE AND LOCAL TARGETS ASSESSED AS “ON TRACK” BY DFT—ALL
AUTHORITIES 2005

Number % of Authorities Number % of Authorities
% of Targets on Track Core Targets Local Targets

(0% 85 (100%) 85 (100%)
(30% 79 (93%) 84 (99%)
(50% 51 (60%) 77 (91%)
(60% 33 (39%) 65 (76%)
(70% 32 (38%) 35 (41%)
(80% 4 (5%) 17 (20%)
(90% 4 (5%) 1 (1%)

There is evidence of a broad range of major achievements to which the LTP planning and funding has
contributed. For example:

— Continued reduction in deaths and serious injury casualties. By 2004 casualties were 28% less than
the 1994–98 baseline—ahead of the trajectory to achieve the National Road Safety target of a 40%
reduction by 2010. About a fifth of the LTP integrated transport block investment is used for local
safety engineering schemes and local authorities’ policies and revenue spend also contribute to
reducing road casualties.

— Likewise child deaths and serious injuries have fallen by 43%—ahead of the national target of a
50% reduction by 2010.

— The condition of the local road network is no longer deteriorating and there are signs of it
improving.

— Public satisfaction with buses in the triennial local authority surveys of 2003–04 was significantly
higher than the equivalent surveys done at the outset of the LTPs.

— Mode shift away from cars and towards other modes, such as local public transport, has been
recorded in many localities.

Local authorities have reported that between 2001–02 and 2004–05 they have delivered, using the
Integrated Transport Capital funding:

— over 2,500 miles of bus route improvements (busways, buslanes, quality bus corridors showcase
route schemes);

— over 3,500 miles of new cycle lanes and tracks;

— over 400 new and 1,000 improvements to transport interchanges (at airports, single mode, multi-
mode and with new dynamic information);

— over 55 new and 80 extensions to existing park and ride schemes; and

— over 150,000 smaller scale projects to improve safety and quality of local public transport.

In addition in respect of revenue funding, rural bus subsidy grant is supporting more than 2,000 rural bus
services and bus challenge competitions have supported over 400 new bus projects

Travel Plans

The Department’s guidance on the first plans indicated they should include measures to encourage the
voluntary adoption of travel plans by major employers and should establish an integrated strategy for
reducing car use and improving children’s safety on the journey to school. The Department provided grant
to support the pump prime posts at councils to implement these measures and continues (with DfES) to
provide revenue funding for school travel advisers.

During the LTP1 period (up to and including 2004–05) local authorities have recorded the establishment
of over 2,000 employers’ travel plans and over 5,500 school travel plans. The specific funding for school
travel advisers should allow 7,500 more school travel plans to be developed over two years, with all schools
being covered by 2010.

9. Conclusions

— Generally local authorities have delivered increased investment levels on local transport in
recent years.
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— Local authorities have received real increases in revenue support.

— The focus on the shared priorities in the second LTP2s enables local authorities to deliver on key
national priorities in a locally appropriate way.

— The Department is enhancing the LTP funding process including through the introduction of
formula funding for the integrated transport block and new guidance about major schemes.

— The Department is steadily improving the local transport planning process, for example through
emphasising accessibility planning and air quality management in guidance, encouraging councils
to use targets for outcomes to focus actions and by simplifying progress reporting.

28 April 2006

Annex 1

LOCAL AUTHORITY SPENDING

2001–02 2002–03 2003–04 2004–05
£M £M £M £M

Table 1
Allocations by DfT
Capital spending
IT Block 543.000 65.000 612.000 658.000
Maintenance Block 531.000 59.000 566.000 650.000
Total Block Allocation 1,074.000 1, 24.000 1,178.000 1,308.000
PFI Credits allocated 19.000 167.000 121.000
Total allocation 1,093.000 1,124.000 1,345.000 1,429.000

Table 2
Reported spend Provisional

Outturn
Capital spending
IT Block 438.000 667.000 626.000 717.000
Consisting of:

Public Transport 121.603 9.8%
Cycling and Walking 67.882 5.5%
Road Related 111.815 9.0%
TraYc Management 109.399 8.8%
Local Safety 106.717 8.6%
Other 107.880 8.7%
Total 625.296 50.2%

Maintenance Block 578.000 663.000 619.000 798.000
Consisting of:

Maintenance 619.287 49.8%

Total Block 1,016.000 1,330.000 1,245.000 1,515.000
Majors spend 152.479 286.500 195.673 273.551

Table 3
Reported spend
Revenue spending
Gross expenditure 3,388.151 3,075.587 3,690.993
Income 1,110.664 996.790 1,208.225
Net expenditure 2,277.487 2,078.797 2,482.768
Consisting of:

Transport Planning, Policy and Strategy 177.969 7.2%
Construction 13.755 0.6%
Highways and Roads—Maintenance 1,396.817 56.3%
TraYc management and Road Safety 160.043 6.4%
Parking Services (253.971) "10.2%
Public Transport 976.321 39.3%
Airport, Harbours and Toll facilities (8.427) "0.3%
Miscellaneous services 20.266 0.8%

Totals 2,482.773 100.0%
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Witnesses: Dr Stephen Ladyman, a Member of the House, Minister of State and Mr Bob Linnard, Director,
Regional and Local Transport Policy Directorate, Department for Transport, gave evidence.

Chairman: Minister, as you know, we have one piece
of housekeeping before we begin; members having an
interest to declare.

Mr Clelland: Member of Amicus.

Graham Stringer: Member of Amicus.

Chairman: Gwyneth Dunwoody, member of ASLEF.

Mrs Ellman: Member of the Transport and General
Workers’ Union.

Q252 Chairman: Minister, you are always welcome
here, not least because as one of us you know the
worst of our habits, so we shall monitor you with
great care. You know we admire very much what you
are doing. Did you have something that you wanted
to say before we begin?
Dr Ladyman: No, we are very happy just to answer
questions.

Q253 Chairman: May I ask you about the first round
of transport plans? Did they deliver what you
expected?
Dr Ladyman: I am going to give a qualified answer to
that. We do believe that they were a significant
improvement over the gains that we got from the
prior arrangements of TPP. Did they deliver
absolutely everything we would have liked? Of course
not. Clearly targets were set in LTP1 which in certain
areas were not reached. I do not regard that as being
the end of the world. Targets should not necessarily
always be hit. They need to be stretching. They are
there to focus your minds on what you need to
achieve and to that extent LTP1 was a great success,
but there is clearly room for improvement, which is
why we made significant improvements when we
introduced LTP2.

Q254 Chairman: But when you evaluated you did say
that major enhancements in delivery were required.
Have you got that?
Dr Ladyman: There were major enhancements in
delivery. A substantial number of bus routes was
provided, a significant increase in the number of cycle
ways was provided, a number of interchanges were
improved, a number of park-and-ride schemes were
introduced; there was a step change in delivery as a
result of LTP1. Were all those things exactly in line
with what were set in LTP1 as the targets? Clearly not.
In particular, bus patronage was disappointing,
which is one of the reasons why we are looking now
at what we can do to try to make it easier to increase
bus patronage, particularly outside London.

Q255 Chairman: We should like to talk to you about
that. What worries us a bit is that between 2001 and
2006 there was an increase of 100% over the previous
five years but only 60% of the authorities are actually
on track to meet half of their core targets. That is very
worrying, is it not?

Dr Ladyman: Well it is, but if you dig a little bit deeper
into that statistic, you see some other very interesting
factors. For example, the shire counties and the
unitary authorities came very much closer to meeting
their targets than did the metropolitan districts. So
clearly there is an issue there, either about the way the
metropolitan districts set their targets in the first place
or maybe it is about the greater challenge that
metropolitan districts face in delivering these targets.

Q256 Chairman: What is your own view of that? After
all, as you know, in an area like mine there are those
who wish to get rid of the shire counties and move
towards metropolitan districts. Now that would
indicate that might be a mistake.
Dr Ladyman: It depends. If you move from the
metropolitan districts to the sort of city-region type
arrangement which is being debated then that may
well put those metropolitan districts into the same
sort of position of being able to coordinate their work
over a large area that the shire counties are in. So
actually one of the things we need to look at very
closely is the White Paper on local government when
it is eventually produced and we need to take into
account in our discussions about the future of local
government, these sorts of phenomena that we are
seeing here.

Q257 Chairman: But you did not actually tell us
whether you think the problem was unrealistic target-
setting in the first round or poor performance, what
is your own view of that?
Dr Ladyman: It is a mixture. The targets set were very
challenging and perhaps in some cases they were
unrealistic.

Q258 Chairman: In precisely which way? Did you not
spell out initially what you wanted that LTP1 to
contain? Is that what the problem was?
Dr Ladyman: That is again one of the factors which
contributed to the diYculty in delivering against the
targets. Maybe we had too many targets. Maybe we
were too restrictive the first time. Bear in mind that
LTP1 was a hugely diVerent arrangement from the
TPP that had preceded it. It was a completely new
way of thinking and planning transport locally, so it
is not unreasonable that stretching targets were set
and that perhaps the Department did try to be quite
prescriptive about what it wanted to achieve in that
first round. If anything we may have been guilty of
over-ambition, but I hope very much that that is
something that we have recognised now and we have
recognised in LTP2.

Q259 Chairman: Why do you think local authorities
are assessed against factors which are outside their
control like bus satisfaction?
Dr Ladyman: Clearly there are issues that they have
to be assessed against where the entirety of them is
outside their control, but equally there are parts of
those factors which are inside their control. If we
want to encourage joined-up thinking in transport,
and that is essentially what the LTP process was
intended to deliver, we have to set targets according
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to the totality of the area that we want people to be
active in. That was not entirely unreasonable and I do
not believe a target was set for any of them that was
completely outwith their ability to influence it, if not
control it.

Q260 Graham Stringer: That is just at odds with the
facts, is it not? It is unreasonable surely to set targets
for bus passengers, when passenger transport
authorities and local authorities have virtually no
control over the bus service.
Dr Ladyman: They do not have control now, but
influence they do have. You might argue that maybe
we should have completely excluded that patronage
from the calculations, but I should argue that they are
capable of influencing bus patronage. Having said
that, we have already very clearly recognised that this
is an area that we have to look at and the previous
secretary of state made it very clear that the way buses
are regulated and the influence that local authorities
and metropolitan districts have over bus patronage is
something that we have to have a fresh look at.

Q261 Graham Stringer: That is a very general view, is
it not? You used the word “influence”. Perhaps you
could tell us how a shire county or a passenger
transport authority should go about hitting the bus
passenger targets. What should they do?
Dr Ladyman: They can look at the provision of bus
lanes, they can look at the provision of priority
routes, they can try to build up eVective partnerships
with the local bus companies and try to influence the
behaviour of bus companies and they can be involved
in the various challenge programmes to which the
Government make money available. I accept entirely
all these things fall short of being able to control bus
patronage, but they are ways in which it can be
influenced. I do not know whether Mr Linnard would
like to add anything?
Mr Linnard: That is exactly right. Outside London
where bus patronage is growing the common feature
is a strong partnership between the local authority
and the local bus company and that does happen in
some shire counties. In Devon it happens to very
good eVect between the county council and
Stagecoach in particular in the south of Devon; there
is very big growth in bus patronage on some of the
routes into Exeter. It is partnership and it is giving
buses priority on the road and in terms of local
funding decisions.
Dr Ladyman: I entirely accept your premise that that
falls short of being able to control bus patronage.

Q262 Graham Stringer: It falls short in two ways,
does it not? I should be interested in your comments.
One, if you put bus priority measures in urban areas,
you may well get more passengers going down those
radial routes which is where they usually are at peak
times. However, the evidence which I know from
Greater Manchester is that then the bus routes
contract, so you get more passengers on that route
and fewer bus routes. That is not sensible, is it, and I
should be interested in your comments on that? The
second question is to Mr Linnard. I have read the
Department’s evidence on these matters and it seems

to assume that you can apply the experience of Devon
and York and Oxford and Cambridge to huge
conurbations like the West Midlands and I do not
believe that is the case. I should be interested in your
comments on that as well.
Dr Ladyman: I shall comment on that as well as Mr
Linnard because the previous secretary of state has
already acknowledged that we have to have a fresh
look at the way bus patronage is influenced in the
metropolitan districts. There are good examples, one
was just mentioned, of where a good partnership has
been formed but clearly there have been eVorts to
form those partnerships in other parts of the country
that have completely failed. That is one of the reasons
why we have said that we need to look at exactly how
those partnerships are formed and how we can
influence that in the future and whether we need to
change the arrangements that we have. Two broad
areas are influencing that: the contradiction between
what is happening in London, where you have a very
diVerent system of bus regulation from that outside
London and where we are seeing significant increases
in bus patronage, so we have to ask ourselves what
lessons can be learned from that in the future.
Secondly, and maybe we shall talk about this later, a
very big part of the Government’s strategy for dealing
with congestion in the long term is demand
management. We do not believe demand
management and local road pricing schemes will
work unless authorities like the authorities in
Manchester are in a position to provide alternatives
and to influence bus patronage. If people are going to
stop using the roads, they are going to have to find
other means of travel. It is necessary for us all to look
at how we influence bus patronage in the longer term.
That was the reason why we created the quality
contract scheme, but of course nobody has taken that
up yet. We understand one authority is preparing a
bid to go down that route, but nobody has actually
done it yet. If that is proving to be unworkable, we
need to look as well and find out how we can adapt
that.

Q263 Chairman: Mr Linnard on the diVerence
between Devon and Greater Manchester?
Mr Linnard: One very obvious diVerence is that
Greater Manchester as a PTE does not have highway
powers; it does not have control over the local road
network. That is with the district councils. So it is that
much harder for a PTE having to work with 10
district councils in the case of Greater Manchester to
put together and implement a plan for partnership
working across the whole network and that goes back
to what the Minister was saying at the beginning
about looking at city-regions.
Chairman: And? There must be other diVerences?

Q264 Graham Stringer: The point I was making was
that there are diVerences both in order of magnitude
and in the nature of the bus service between
constrained market historic towns and Birmingham.
They are clearly diVerent. May I ask you to expand
on that? Are you saying it is the Department’s policy
that you should take highway authorities out of direct
democratic control in metropolitan areas? I should be
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interested if the Minister could comment on the point
I made previously about contracting networks to
increase profits on radial routes.
Dr Ladyman: We are on the verge of violently
agreeing with each other here. I am actually agreeing
with you that there are significant diVerences between
the sort of circumstance that you have experienced in
Manchester and these shire counties that have been
able to form these successful partnerships. That is the
reason why we have acknowledged those diVerences,
we have acknowledged that we are not getting the
increase in bus patronage that we want to see in places
like Manchester and the West Midlands, and why we
are looking again at how we should address that
situation. What Mr Linnard was simply pointing out
when you asked him to mention a diVerence between
the circumstances in Manchester and the
circumstances in a shire county is that a shire county
is a highway authority, so it does have powers to put
in bus lanes and to do other things that a passenger
transport executive does not have. Therefore that is
one of the issues that we are going to have to look at
when we try to move this issue forward. You should
not read into that, that I am intending to take
highway powers away from democratic control, but
clearly you have identified, or we have identified a
diVerence which is aVecting the ability to deliver in
Manchester and we have to address that one way or
another.

Q265 Graham Stringer: And the first point about
contracting bus routes?
Dr Ladyman: Could you repeat it?

Q266 Graham Stringer: The evidence that I have seen
is that when you encourage, persuade, force bus
routes, bus priority measures in urban areas, while
you increase bus patronage on those routes, you often
get a contraction of the network because the bus
operators can make more profit on those radial
routes. Rather than making 5% on feeder routes, they
make 12% on the radial routes.
Dr Ladyman: I entirely acknowledge the merit of
what you are saying. I do not have to hand figures
which would support what you are saying, but my
own experience is similar to yours and I would
entirely agree with you that that is what happens and
that is one of the reasons why it is important that,
under the current arrangements, you try to create
partnerships with the bus companies so that they do
not contract from the more diYcult routes to travel
over as you have suggested. That is a factor which we
are going to have to take into account when we are
looking at how these things are going to be changed
in the future.

Q267 Chairman: The trouble is they do rather
resemble those sorts of Victorian partnerships where
the senior partner takes all and the junior partner gets
all the work, do they not?
Dr Ladyman: I should not characterise it quite like
that, but I have acknowledged there are deficiencies
in the current arrangements and that is why we are
looking at them again.
Chairman: That is a very tactful way of putting it.

Q268 Mrs Ellman: Are you considering raising the
£5 million threshold for major schemes?
Dr Ladyman: We can keep it under review, but
actually the £5 million threshold is widely
misunderstood and when we explain it to local
authorities, they suddenly change their minds about
wanting to see it raised. The £5 million is not the
maximum that a local authority can spend: it is the
threshold under which we are unlikely to consider
giving additional grant. If we increased it to £6 million
local authorities would actually be worse oV because
it would mean that they would have to have a
£6 million scheme before we would consider giving
them additional grant. Local authorities would be
better pressuring us to bring the level down rather
than to bring it up.

Q269 Mrs Ellman: What is your thinking on that at
the moment then?
Dr Ladyman: I personally think £5 million is about
right, but I should be interested in your views on that.

Q270 Mrs Ellman: Why have you imposed national
shared priorities when you are supposedly giving
more consideration to local factors?
Dr Ladyman: What is our rationale for shared
priorities? Exactly the reason that you pointed out in
your press statement when you announced this
inquiry: we are highly dependent on local authorities
for delivering national transport objectives and
national transport policy and although we believe
that it is absolutely vital that we leverage in local
experience and local knowledge to the development
of transport networks, your Committee would be the
first to remind us that transport is the area of public
policy where it is most important to have joined-up
thinking both literally and figuratively. We have to
think about our national transport priorities, we have
to think about our local priorities and we have to get
them all working together. I think it is appropriate
that we have national shared priorities. However,
there are only the four national shared priorities.
Local authorities putting their LTPs together can
make a case to be excluded from two of them if they
do not think that they are applicable in their areas, so
having four shared priorities is not particularly
onerous.

Q271 Mrs Ellman: We have received evidence that the
Government are increasingly prescriptive on their
guidance on Local Transport Plans. How would you
answer that?
Dr Ladyman: When we moved from the TPP to
LTP1, there were 27 strategy areas and a case could
be made, with hindsight, that there were too many.
That is why we have moved away from that in LTP2.

Q272 Chairman: What is the diVerence between a
strategy area and a target?
Dr Ladyman: Good question. You would have to
address that to the Minister who decided they were
strategy areas rather than targets.
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Q273 Chairman: “Not me guv” is not good enough
for a Transport Minister. Could you make a wild
guess at it?
Dr Ladyman: A target would be quantified in some
way. A strategy area would be an area of activity
where general objectives were set to improve. For
example, in air quality we might indicate that we want
to improve the general level of air quality and within
that we might want to set targets about exactly how
we would do it.

Q274 Mrs Ellman: Some local authorities told us they
wanted to make economic regeneration a major
factor in looking at the Local Transport Plan but felt
that your Department’s guidance precluded them
from doing that. Are you aware of that?
Dr Ladyman: No. We have four shared priorities;
they are entitled to as many local priorities as they
like. If they want to make regeneration a strategy . . .
I find that a bit baZing. I know from my own
constituency, which is in a shire county, that my part
of the shire county is in urgent need of economic
regeneration and it is very much part of our LTP that
transport should contribute to the regeneration of
the area.

Q275 Mrs Ellman: So would you say that a local
authority who says that is mistaken or has
misinterpreted the guidance? Is that what you are
saying?
Dr Ladyman: Yes, that is my feeling.

Q276 Mrs Ellman: So if that were a big problem,
would you state that, would you rewrite the guidance
if they have misunderstood?
Dr Ladyman: If we have inadvertently in the guidance
given that impression, certainly I should have to have
a look at it and we should have to consider clarifying
the position. Let me make it very clear. We have a set
of what we have called the shared priorities. We
agreed those shared priorities with the Local
Government Association. The Local Government
Association entered into that negotiation with us
about those four shared priorities precisely because it
wanted to ensure we did not have too many national
priorities and precisely because they wanted to
liberate local authorities to have their own priorities.
That is why we stuck with the four; that is why you
can excuse yourself from two of them, if you can
make the case to excuse yourself from them. If you
have other priorities for your local area in setting
your Local Transport Plan, then knock yourself out,
I am happy for you.

Q277 Mrs Ellman: Why did the Department decide to
reject local light rail schemes when the local
authorities wanted them?
Dr Ladyman: For the same reason that we reject any
major scheme. We do a value for money calculation
on it. If it comes out to have a reasonable level of
value for money, a return for the public investment,
then we are prepared to look at funding that scheme.
If it has a low value for money, then we are not. I am
not referring to any specific area, I do not want to
personalise this. However, if somebody comes and

tells us they have a light rail scheme they want to go
ahead with at £100 million and we say fine, that it is
value for money at £100 million and the next thing we
know they are coming back and saying it is
£160 million, we do another value for money
calculation. If it is not value for money at the
£160 million mark, we say “Sorry, you’ve gone over
the limit”. What we normally tell them of course,
which we have done in several local authority areas,
is that the money we said was originally available is
still there and if they come up with a £100 million
scheme or if they can do the scheme they originally
told us they could do for £100 million, the
£100 million is still there for them. They can either do
that by working within the original funding envelope
or agreeing to fund the increase themselves, but they
should not look at the Government as being an ever-
open chequebook.

Q278 Mrs Ellman: Are diVerent criteria used then by
the local authorities and the Department in assessing
value for money?
Dr Ladyman: They should not be, because we publish
the New Approach to Transport Appraisal. We
publish the way that we carry out our value for money
exercises. Indeed, we want to encourage local
authorities and their experts to assess the value for
money of potential schemes before they start working
them up in any detail. Sometimes, the political
leadership in certain local authority areas have
reasons for thinking a scheme might be oVering value
for money which are not included in the way we
appraise value for money.

Q279 Mrs Ellman: What do you mean by that? You
say “political leadership”. Are you saying then that
diVerent criteria are laid down or that somebody
applies a judgment locally to what they think is
good locally?
Dr Ladyman: I am saying that there might be private
local judgments about what might be good for a local
area. For example, when I have conversations with
councillors about certain schemes, I sometimes get
the impression that they are putting a significant
weight behind civic pride. They perceive a particular
type of major transport infrastructure—

Q280 Chairman: We would not want to destroy that
now, would we Minister?
Dr Ladyman: There is a role for civic pride but maybe
they need—

Q281 Chairman: We are seeing civic pride as a sin now
are we? God says they may not have pride in their
area.
Dr Ladyman: No, I am just saying that if civic pride
is something they want to pursue, then they need to
pay for it for that reason and not think of it as a
transport objective.

Q282 Mrs Ellman: Are you seriously putting that
forward as the reason in areas where there was a
dispute?
Dr Ladyman: No. I have told you the reasons why
there was a dispute.
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Q283 Mrs Ellman: You are now saying something
rather diVerent.
Dr Ladyman: You were the one who took us down
the route of whether there were diVerent assessments
of value for money. I have made it quite clear that we
have published how we do our value for money
assessments; all local authorities know how we do our
value for money assessments. The reasons why some
local authority light rail schemes ran into trouble was
because of massive increases in the price of them over
and above that which they indicated to us in the
first place.

Q284 Mrs Ellman: I asked you a question and you are
now going on to an entirely diVerent area. I asked you
a question: are the criteria on assessing value for
money diVerent at the local level than at the national
level? That is the question I asked you and now you
are talking about something entirely diVerent; a
judgment of yours to do with civic pride which you
see as a bad thing. That is another issue. Do you think
the criteria used for assessing schemes locally are
diVerent, for assessing value for money locally are
diVerent?
Dr Ladyman: We publish what we believe is the
correct way for calculating value for money. It is the
way that we use when schemes are submitted to us. If
a local authority area wants to invent its own scheme
for assessing value for money, that is its right, but we
have published the criteria we use and that we shall
use to judge whether a scheme is providing value for
money.

Q285 Mrs Ellman: So it is a national assessment not
a local one?
Dr Ladyman: It is a national assessment which local
criteria are fed into.

Q286 Mr Scott: How much was spent by English
local authorities in the last financial year on bids and
schemes, preparation for transport schemes which
were rejected or never approved by the Department?
Dr Ladyman: OV-hand I do not know. We can try to
come up with a figure for you.

Q287 Chairman: Can Mr Linnard have a guess?
Mr Linnard: There were certainly some examples of
light rail schemes, going back to the previous
discussion, where there was big expenditure on
schemes which were not finally approved. We are
trying to put more clarity out about our
requirements, particularly on things like value for
money, so that we do not get schemes coming to us
for approval which we subsequently cannot approve
for reasons which could have been clear at the outset.
Dr Ladyman: In addition to the tram schemes, the
light rail schemes that Mr Linnard mentions, there
will have been some roads no doubt where people put
eVort into them and they subsequently did not turn
out to be value for money. The reason why we publish
our value for money assessments the way we do now
is that we hope people will make a very early
assessment of value for money before they start
spending money locally on working schemes up in
order to try to minimise the amount of money that

they spend on working up schemes that subsequently
do not get approved. There has to be an approval
process. The only way to make the amount of money
zero that is spent on developing schemes that do not
get approved is to approve every scheme that
everybody brings forward irrespective of whether it is
a good idea or provides good value for money. There
has to be an approval process, therefore there will be
money spent on getting a scheme to the approval
process to make a decision on it.

Q288 Mr Scott: At what stage do you intervene? It
can cost up to 15% of the total cost of the scheme just
to do the preparation for it to go for appraisal. Is
there no method whereby you could intervene earlier
and stop the waste of that money?
Dr Ladyman: As I say, one of the things we have done
is to be very open about the way we are going to do a
value for money assessment. If a local authority has
appropriate expertise in its employ, and I should
expect them to do so if they were highway authorities,
they ought to be able at a very early stage to judge
whether a scheme is going to be value for money or
not. Of course if local councillors have a passion for a
particular scheme and they decide to press ahead and
develop it even though it is increasingly clear it is not
going to meet the criteria that the Department is
setting for calculating value for money, then of course
there will be a local cost to working up that scheme.

Q289 Mr Scott: I should certainly be very interested
to see what the figure was if it is possible to circulate
that to us?
Dr Ladyman: It will almost certainly only be an
estimate because we probably do not know how
much the local authority is spending on working up
schemes which subsequently do not ever get passed
to us.

Q290 Chairman: Mr Linnard, it is not quite as
complex as that, is it? You must have some
indication. No-one is going to launch forth on the
amount of expenditure in the preparation of a scheme
without at least asking the Department whether it is
likely to fall within their guidelines. You must at least
have some indication. You do not sit there in an
entirely vacuum-packed situation, do you Mr
Linnard?
Mr Linnard: No, not entirely.

Q291 Chairman: You do see the odd hoi polloi
passing the door.
Mr Linnard: The problem with a lot of the schemes is
that they come to us at a very early stage. There is an
outline business case, but this is basically a paper
assessment of what they are going to cost and the
benefits they are going to produce.

Q292 Chairman: We do not want the detail of that.
The point that Mr Scott is making is that we should
just like an idea, if you took a financial 12-month
period and said over the last couple of years this is the
sort of scheme, the approximate size. We do not
require the details but we should like some indication
of how many schemes and what they cost, if possible.
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Dr Ladyman: We shall certainly give you that
estimate, and certainly when it comes to the major
schemes that we all know about, the trams, we
probably are in a position to do that for you. Where
I am a bit more concerned is that a significant part of
this budget is road schemes which might be a little bit
over £5 million.
Chairman: You have made that point. We are not
going to hold you to the last digit being absolutely
precise, but we should just like an indication and it
would be helpful if Mr Linnard could do that.

Q293 Mr Clelland: You mentioned the forthcoming
Local Government White Paper. Could you say a bit
more about what input your Department has had
into that?
Dr Ladyman: We have discussions all the time with
our colleagues, previously in the OYce of the Deputy
Prime Minister and now in the new department
whose name escapes me for the moment. It is diYcult
to detail at this stage exactly the discussions we are
having because clearly that would be breaking the
confidentiality of discussions that go on between
ministers and departments all the time.

Q294 Chairman: They must be very confidential if
you cannot remember who you are talking to.
Dr Ladyman: I remember the people; it is just what
they are called these days.

Q295 Mr Clelland: I accept that. I am not asking you
to tell us what is in the White Paper in advance.
Dr Ladyman: It was a good try though.

Q296 Mr Clelland: In general, do you support the
proposals to grant local and regional authorities
more control over transport decision making?
Dr Ladyman: Yes.

Q297 Mr Clelland: You do?
Dr Ladyman: Yes and we are demonstrating that, to
be fair to us, through the LTP2 process. The way it
has evolved from TTP to LTP1 to LTP2 we are
demonstrably putting more control and more
influence in the hands of local people. We may not
have gone far enough for you yet, but we are
demonstrating by our actions that we do want to see
that happen.

Q298 Mr Clelland: How would that control manifest
itself on a regional level? Do you see the sort of
quango model of the Transport for London type
model or perhaps the more democratic passenger
transport authority type model?
Dr Ladyman: You are asking me to speculate in areas
where I would probably get into a great deal of
trouble if I went into much detail. If you are asking
me for an instinct, the passenger transport executive
model, which as you point out has more democratic
control, would clearly be much more appropriate in
areas where, for example, there is not a mayor. TfL
has the advantage that there is a democratically
elected mayor who is responsible for TfL. Clearly in
areas like Manchester there are major diVerent
authorities at the present time and there is not one

democratically accountable body. If you are going to
create a transport executive of some sort, it has to be
representative of all the bodies which are going to
feed into it.

Q299 Chairman: Dr Ladyman I am not going to let
you get away with the suggestion that somehow or
other they are not democratically elected. I am sure
that is not what you mean. The fact that there are
more of them than the one person in London does not
mean that they are not democratically elected and
therefore quite often they are capable, strange though
it may seem, of working as a cooperative.
Dr Ladyman: I was just about to go on and make that
very point.

Q300 Chairman: I am sure you were.
Dr Ladyman: They do have contributions from all of
those democratically elected bodies, but one of the
things that we have to look at, whether the Local
Government White Paper will help us to do this or
not one of the things we have to look at in transport
terms is how we can improve the democratic
accountability of those bodies, how we can make sure
the political leadership of those bodies has greater
influence and is more representative of the controls of
the councils it comes from. Bear in mind that all of
those councils might have diVerent election regimes,
they may have diVerent political controls, all of these
political controls will be in a state of flux, that
transport schemes take many, many, many years to
develop and bring to fruition and during that time
many of the component parts of these authorities will
have changed political leadership and faced other
challenges along the way. It is how you pull all of that
together and make something that actually can show
real leadership and coherence in the long term that is
a substantial challenge.

Q301 Mr Clelland: So you have had an input into the
White Paper, but what about the comprehensive
performance assessment? It has been suggested that
greater priority would be aVorded to transport by
local councillors if transport had more weight in the
CPA. What is your view on that?
Dr Ladyman: We have an input into the measures
that are in the comprehensive performance
assessment as well. The CPA is something that we
also have an input into, but one of the reasons why we
went down the LTP route was because we very much
acknowledged the point that you are making that
transport was not being given a suYcient priority by
local authorities. There are many ways that you can
deal with that. One is through the comprehensive
performance assessment, but the other is to be more
radical. The creation of the Local Transport Plans
and moving to that way of making local authorities
focus on these issues was our way of raising the
priority in local councils and it has been extremely
eVective from that point of view, since there is some
evidence that now councils are actually spending in
some areas more than we are giving them for
transport because they have recognised, as a result of
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the LTPs, the importance of transport to their areas
and they are prepared to prioritise spending towards
transport in a way that previously they had not.

Q302 Mr Clelland: When will the Department
respond to local authorities’ submissions on regional
transport allocations?
Dr Ladyman: Do you mean the regional advice that
they have just given us about where spending
should go?

Q303 Mr Clelland: Yes.
Dr Ladyman: I cannot give you a precise date. It is
actively being debated by ministers at the moment
and it should not be very much longer.

Q304 Mr Clelland: We know that average transport
capital expenditure per head over the next five years
is expected to be £455, but of course there are huge
discrepancies across the United Kingdom as you
might be aware. I did make the point in a previous
session of the Committee that, in the North East for
instance, spending on road and rail infrastructure has
increased by just 25% over the last six years which is
almost four times less than the national average and
nine times less than London. Why are there such large
discrepancies like that? Why are they tolerated?
Dr Ladyman: There are many diVerent pressures. It is
always a bit of an unfair comparison when everybody
compares their own local spending against London,
because London has particular pressures. For
allocating the integrated transport block funding we
have gone to a formula-based assessment that reflects
need in order to address some of those issues. In
deciding what the regional funding allocation is that
you have just asked about in fact, we have a
population-based formula for distributing the
money. I hope we are moving in a direction that you
would consider appropriate.

Q305 Mr Clelland: Do you think a population-based
formula is always an accurate way of assessing the
needs of an area?
Dr Ladyman: No and that is why for the integrated
transport block grant we have gone to a much more
complex formula that looks at issues like rurality and
safety and other issues.

Q306 Clive EVord: Local authorities have been
arguing that they should be able to raise more funds
locally for their transport plans. How do you envisage
them doing this and what means of raising those
funds would you support?
Dr Ladyman: Clearly one of the things we are all
going to have to wait to see is what the Lyons report
recommendations are about the mechanisms which
are available to local authorities. The sort of thing
that we are doing in the meantime is that we have
made it possible for local authorities to enter into
private finance initiatives for maintenance of highway
assets and other schemes, so we are going down that
route. We are also, of course, looking at demand
management and road pricing. As you are aware, the
transport innovation fund pilot schemes that we are
looking at might incorporate some system where

people are allowed to raise money from road pricing
and return that to local transport in those regions
where they have introduced road pricing. Whether
any of the pilots ultimately go down that route, we do
not know yet, but certainly that is one of the options
that we have made clear we are prepared to consider.

Q307 Clive EVord: Have you considered the division
of capital and revenue and how this aVects the
capacity of local authorities to fund local plans?
Dr Ladyman: Yes and this is a significant issue. There
is no question that there have been issues around the
balance between capital and revenue. We have to
remember that local councils and their revenue
spending are significant contributors to public sector
borrowing requirements. In the overall interests of
managing the economy in a sustainable way, there are
limits on what we can do in terms of providing
revenue funding.

Q308 Clive EVord: We are hearing that this is
becoming quite a problem for local authorities in
funding local schemes, because they have the capital
but they do not have the revenue to be able to fund the
ongoing costs of that capital, particularly in the initial
stages, which is leading to a lack of funds at start-up
point. Are you working with the Department of
Communities and Local Government to try to
address this issue?
Dr Ladyman: We are indeed. We have already made
some significant announcements about funding in
future years. One of the problems that people have
had of course is that when we have provided money
for schemes in the past that money has often been in
the form of the right to borrow. Of course you then
need to be able to pay the interest on the borrowing
and if your revenue support grant cannot be increased
because you are a floor authority, that creates
problems for you. One of the things we have
announced is that from next year major schemes will
get cash rather than a right to borrow and that should
be a help. We are also looking at the way the
integrated transport block is delivered and part of
that will be in cash in future rather than in borrowing
rights. So we are already trying to address that issue,
but I do stress we have to address it within the
constraints of managing the overall public sector
borrowing requirement.

Q309 Clive EVord: Just so that I understand what you
were just saying, is the Department looking at moving
away from the division between capital and revenue
in funding local authorities and allowing them to
make decisions about how best to use those
resources?
Dr Ladyman: There will always be divisions between
capital and revenue because that is the way public
sector finance works, but the way the two are
balanced is a significant issue. Do not forget that we
have increased revenue expenditure 37% in 10 years,
in real-term increase; there have been significant
increases in revenue available to local councils, in
addition to which they can raise money through the
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council tax. We have been relieving the pressure but I
accept that that does not mean to say that there are
not problems.

Q310 Clive EVord: Has the move to resource
accounting and budgeting allowed the opportunity
for local authorities to behave in a way that the
private sector does and fund revenue costs through
capital, taking into consideration depreciation and
interest on assets so that decisions can be made?
Dr Ladyman: I think I will let Mr Linnard deal with
that one because I do not have my accountancy hat
on today.
Mr Linnard: I am not an expert on that either. It does
not go to the heart of the issue that you were
discussing. It is really about striking a balance. We are
moving to capital grants, and, as the minister says,
next year across major projects and the two blocks it
will be 50/50 between supported borrowing and cash
capital grants. Capital grants give more certainty
about funding for transport schemes, but against that
they give less flexibility for local authorities to move
money, move revenue funding from one budget to
another. It is a trade-oV between certainty for capital
investment and flexibility for local authorities to
manage across budgets.

Q311 Clive EVord: But if local authorities, as part of
their forward planning under their Local Transport
Plans, consider that that is an eYcient use of their
money to finance the revenue side of a capital scheme
in the block grant that you give them, should that
decision not be made locally? Is that not something
that they can make at a local level? Should we be
funding them on the basis that this is capital and this
is revenue and therefore you do not have that
flexibility?
Mr Linnard: They have flexibility to use the revenue
to support capital investment. It does not have to be
transport investment. They have used it historically
to support the transport investment that we have
approved, but their hands are not tied to do that; they
do have considerable flexibility about how they use
the money that goes in. It is either into RSG, formula
grant, it is not ring-fenced, or it is single capital pot.

Q312 Clive EVord: We have heard that local
authorities who want to use the prudential borrowing
have been limited by the availably of revenue to repay
loans. Are you aware of this problem?
Dr Ladyman: That is the issue that I was explaining. If
you are a floor authority then the amount of revenue
support grant increase that you can get is limited. We
may have given you the right to borrow a huge
amount of money to build some scheme, but because
you are a floor authority your revenue support grant
will not increase enough for you to pay the interest on
it and that is why we need to improve the balance
between giving people the right to borrow money and
just straight cash. It is a factor that we recognise and
that we are trying to address.

Q313 Clive EVord: I hear that you recognise it, but I
am still not clear about what is going to change. Are
you saying that there will be flexibility from the
Department on a case by case basis?
Dr Ladyman: No, no. Public sector borrowing and
the public sector finances will always identify some
money that is made available through central
government as being capital money and other money
which is revenue funding. If you wish to discuss why
that is, you will have to get yourself a Treasury
minister here to do it. There will always be some
money that we have to deliver as capital that can only
be spent on capital issues and other money that is
targeted at ongoing revenue expenditure. That will
have to continue, but what we are saying is that in the
past the way we have sometimes funded capital works
is to allow local authorities to borrow the money and
then we have provided them the money through
revenue support grant so that they can pay the
interest on that borrowing. Essentially, from their
point of view, it has worked out the same as though
we had given them a cash grant. However, if you are
a floor authority and we cannot increase the revenue
support grant because you are already a floor
authority, then eVectively that means that we have
given you the right to borrow money but you cannot
aVord to borrow the money. What we are going to do
in future years is move to taking some of these
schemes out of this system and we shall just give
straight cash instead of the right to borrow.

Q314 Clive EVord: Are you concerned that only three
London local authorities have drawn up their Local
Transport Plans?
Dr Ladyman: I was not aware that there were only
three. Is that true?
Mr Linnard: Almost all of them are due to have done
them by the end of this year.

Q315 Chairman: It is not the same thing, is it, to be
due to do something and to actually do it? Is it true
three have done it and the rest have not?
Mr Linnard: I am not sure that is the figure. We have
no operational responsibility for London boroughs’
transport plans.

Q316 Chairman: No, Mr EVord is not suggesting it is
your fault. If he were, he would probably put it in a
rather clearer way. What he is simply asking is
whether you have been consulted and are you aware
of the situation?
Dr Ladyman: I am not aware of it so I shall investigate
and I shall write you a letter and tell you exactly what
the position is.

Q317 Clive EVord: Are we being informed correctly
that the London local implementation plans do aVect
the ability of Transport for London to draw down
resources for delivery at local level? The significance
of that, if they are not completed, is quite
considerable.
Dr Ladyman: I agree and I shall investigate for you
and I shall write to you and tell you exactly what the
correct position is.
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Q318 Mr Leech: None of the “excellent” rated
authorities has chosen not to produce a Local
Transport Plan.
Dr Ladyman: Something which gives me great
comfort.

Q319 Mr Leech: If they are not using that freedom,
do you intend to continue to allow them to have that
freedom?
Dr Ladyman: Why would I not want them to have
that freedom since they are doing exactly what they
ought to do, even though they have the freedom not
to do it?

Q320 Chairman: There were a lot of double negatives
there. Can we start again?
Dr Ladyman: There were, but I think they worked out
on the right side of the ledger. I am very happy that
the excellent authorities have chosen not to exercise
that freedom because it tells me that we were going in
the right direction when we introduced Local
Transport Plans. They are actually not only beneficial
from the point of view of the Department and
national transport policy, but clearly they are
beneficial from the point of view of the local
authorities as well. It is a great comfort to me that the
excellent authorities have still chosen to produce
them.

Q321 Mr Leech: So why should they have that
freedom not to?
Dr Ladyman: Because the Local Government
Association and others have argued that there has to
be a range of freedoms available to those authorities
that have proved themselves capable of exercising
good judgment and the Government’s position is that
we shall provide them with those freedoms. Whether
they choose to use them or not is a matter for them.

Q322 Mr Leech: The Department had five years to
produce a revised guidance for the second round of
Local Transport Plans, yet only published it nine
months before the local authorities then had to put in
their draft plans. Do you think that is fair?
Dr Ladyman: I do not think that is true. We published
draft guidance 20 months before and the final
guidance 16 months before, did we not? Mr Linnard
might recollect better. Even if it were nine months, I
would not argue that that was unreasonable because
Local Transport Plans are not supposed to be
something that you write today and then you do not
come back to for five years. The whole point of Local
Transport Plans is to get local authorities thinking
continuously about the moving target of developing
transport in their area, so it should be something that
they are working on constantly and at any particular
time, they ought to be capable of producing another
five-year programme and nine months is not
unreasonable.

Q323 Chairman: Forgive me Minister but we are
pushing our luck a bit here. If you are going to say to
local authorities that it is very important that they do
not commit themselves to schemes that they cannot
aVord to pay for, which we all understand, and if you

are going to start saying to them that you agreed that
on this business case but unfortunately their suppliers
are now being good private enterprise characters and
asking for five times more for the same thing than
they did in the first instance, therefore they are not
going to get the cash, it seems to me that you are in
danger of misleading local authorities. They are going
to need exactly a clear indication, very early on, of
your criteria. It is the point that was made earlier on.
If you make your criteria crystal clear to local
authorities, then you have some hope of them
complying with the set of circumstances that you have
laid out, but if you produce it, even 16 months before
they expect to put in a plan to you, it is a very
remarkable authority that moves with the speed of
light that can produce a very detailed scheme within
that period. Is that not so?
Dr Ladyman: First of all, the four shared priorities
were negotiated with the Local Government
Association in 2002, so they have had significant
notice of what those shared priorities were going to
be. If we produce our guidance for consultation 20
months in advance and then publish it finally 16
months in advance, I think that is adequate time. You
are mixing up, with the greatest of respect, a number
of factors in your recent comments. You talk about
the way schemes increase in price. Certainly for major
schemes there is a programme which allows for a
scheme to be submitted and a certain amount of work
has to be done to work out what the value for money
is. There is then a process, if we indicate that we are
interested, that we are minded to approve a particular
scheme, where much more detailed work has to be
done; design work has to be done, public inquiries
have to be carried out and a final price identified and
that final price is when we fully commit to providing
the funding. The reason why schemes increase in price
during that initial approval and that final approval is
sometimes due to construction inflation, but we all
have the figures about what construction industry
inflation is like so that can be taken into account in
advance. Usually it is design changes and other
changes which cause the dramatic increase in price.
One of the things we are saying to local authorities
under these circumstances in future is that first of all
we are going to expect them to pay some of the money
for major schemes out of their own resources; 10% is
what we are currently suggesting that they should pay
out of their own resources so they will be much more
realistic about the possibility of gold plating schemes
when they know that they are going have to provide
some of the money. Secondly, once we have given
approval to a sum, we shall actually tell them what the
cap is going to be, so if it goes above that particular
cap, we shall expect them to pay all of the money
above that particular cap themselves, and between
the approved price and the capped price, we shall
expect them to meet 50% of the increase in price. That
is simply so that the local authorities, when they are
coming up with these schemes and developing these
schemes, will confront the costs head on with their
local communities and not gold plate the schemes. As
I am sure all of us as members of parliament know, in
that initial development phase there is always a
temptation for local communities to come and say
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that this scheme will be acceptable to them if you do
this with it or you provide this feature with it and the
local authority sometimes, because it has not reached
the final funding stage and it thinks that the
Government are going to step in and provide all of
this extra money, is tempted just to put all of these
things in like decorations on a Christmas tree.

Q324 Chairman: There are several subjunctive clauses
in that Minister. It is a good job we do not apply that
criterion to IT schemes in Whitehall for a start. If we
said that in future, if a scheme goes up two or three
times and that is a design change, we are not going to
pay for it, there are some Whitehall departments who
might find themselves without an IT system at all.
Dr Ladyman: As somebody who used to manage IT
projects before he came into this House, mine were
always on time and on budget.
Chairman: I knew you were a rich man. Mrs Ellman
would like to come in on this because I am not alone
in my views.

Q325 Mrs Ellman: In relation to the Merseyside light
rail scheme, you did not do what you are just saying
you do, did you? At the last minute you demanded
not that the PTA but that individual local authorities
gave an unconditional open-ended guarantee for any
additional funding over the life of the scheme. That is
what you did after all the other issues that had been
raised had actually been dealt with. That is not what
you have just said to this Committee.
Dr Ladyman: That is what I have just said. I said that
we are going to give a cap to major schemes and say
that beyond this price you are on your own. That was
exactly what we said. I was not directly involved in
that particular scheme so I may be speaking out of
turn, but that was exactly what we said to those
authorities, that this is the money that they told us it
was going to cost in the first place, we have this money
and we still have it available, they can do it for this
price. If they go beyond that price they must
guarantee it themselves because we are not going to
pay for it. Mr Linnard might have been directly
involved and he can help.

Q326 Mrs Ellman: Is that money then still available
for travel schemes in Merseyside?
Dr Ladyman: I should have to check that.

Q327 Mrs Ellman: You just said the money is still
there.
Mr Linnard: The point you raise about the PTA
versus the district councils was really at the heart of
the High Court hearing, the judicial review case on
Merseytram. This has been gone over in as much
detail as it possibly could be and the judgment
essentially was that the Department was quite entitled
to ask for assurances from the constituent district
councils as ultimate funders.

Q328 Chairman: However, the point that Mrs Ellman
was making was that that is the very opposite of the
set of criteria that has just been laid out. You may or

may not be right and who doubts, if the judicial
review finds you are, as always that you are absolutely
infallible.
Dr Ladyman: I am not going to let you get away with
that Mrs Dunwoody. That is exactly what I just set
out. I said quite clearly that what we are going to do
is say that there is a cap on the cost of major projects
and that is as far as the DfT believes we can go in
funding a particular project and we are going to seek,
from local authorities who want to pursue major
projects, that they are going to cover the additional
cost over and above that cap and that was simply the
guarantee that was sought for the Merseyside tram
scheme. We had to ask for it from the district councils
because the district councils were the bodies that were
going to fund the passenger transport executive. That
is what the High Court ruling explored and said we
were within our rights to do. Essentially the
philosophical position that we are prepared to put so
much money into a project and no more is exactly the
situation I have just set out for you.

Q329 Graham Stringer: I just think that what you
have said over the last three years is at odds with the
facts. When you said the scheme just overran, would
you accept what the National Audit OYce say and
what this Committee said in its report in March 2005
that the Department had some responsibility for the
increased expenditure on the light rail schemes?
Dr Ladyman: I confess that I have not read your
report of March 2005, but I will go and do it. I was
not a transport minister in March 2005, so that is my
only excuse.

Q330 Graham Stringer: But you are, Minister.
Whether you read the report or not, you have been
waxing lyrical about these schemes being overrun by
local decisions. If you had bothered to read the report
before coming before this Committee, you would
have found both from that report, the Committee of
Public Accounts’ report, National Audit OYce
reports, that part of the responsibility was firmly in
the Department’s court. We found and the National
Audit OYce found that the Department did not have
very much expertise in these matters, but it had
delayed the schemes and increased the costs.
Dr Ladyman: If you say that is what those reports
said, I shall accept your view of it.

Q331 Graham Stringer: It is at odds with what you
are saying.
Dr Ladyman: It depends what you are accusing the
Department of doing. If you are saying that schemes
must be delivered to within certain standards and that
the Department insists on those standards of delivery,
then that might well be the case. The simple fact of the
matter is that certain schemes, and I am not pointing
the finger at Manchester or anybody else’s, certain
schemes were floated to the Department as providing
certain benefits at a certain price and when the design
work was then done, it turned out they could not
provide those benefits at that price. They could
provide those benefits, or in some cases partial
benefits, at a much higher price. When you assess
those partial benefits and that higher price, the
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scheme was no longer value for money and at that
point the DfT says that is as far as we can go, we are
not going to fund at that higher price. In all of those
cases we have engaged in active negotiations with the
authorities concerned to see whether there is a
solution to the problem, we have made it clear that
the money is available, if guarantees can be provided
to us that we are not going to be expected to provide
greater commitments, and we have done our best to
try to find ways to resolve the problem. I accept you
might not agree with that view of the situation, but it
is my view.
Mr Linnard: One of the things we have done in the
last year, in the light of some of these cost increases,
is to change the rules for major schemes so that now
we no longer give final approval to a scheme until we
know, with almost complete certainty what the cost is
going to be.

Q332 Graham Stringer: I am glad that there has been
some improvement in the Department’s processes. I
just wanted to clarify some of the facts before I moved
on to the real question I wanted to ask. What is the
diVerence between a tram scheme and a highway?
George Howarth put in a whole series of questions,
after we heard some responses from previous
ministers of the kind you have given us today
Minister that these schemes are overrunning by a
considerable amount and therefore should be
stopped. George Howarth showed in a series of
Parliamentary Questions that the Department did
not apply that to its own highway schemes.
Dr Ladyman: That is completely untrue. We do and
have.

Q333 Graham Stringer: What? That they did not have
large overruns and they were not elicited in
Parliamentary Answers?
Dr Ladyman: They certainly did have large overruns,
but any scheme that falls out of the value for money
criteria is subject to the same ability to cancel as any
other type of scheme.

Q334 Graham Stringer: So the Department went
ahead with schemes which cost considerably more
than the initial estimate.
Dr Ladyman: I can only think of one where the value
for money rating went down from high to medium as
a result of that increase and we still went ahead with
it because it was still considered to be appropriate to
go ahead. If the scheme remains at the increased cost
in our high value for money or an appropriate level of
value for money measurements then we shall still go
ahead with it and that is the same of tram schemes, of
any other scheme that is put to us. We do not
discriminate in any way.

Q335 Graham Stringer: What I am left with at the end
of listening to you for just over an hour is really a
philosophical question. You have said that you want
to make local authorities do things, that you want
them to focus in this way, that you do not believe that
they are taking transport seriously enough. You have
told councillors to get oV their political butts at a

conference. What is the philosophical basis for you
substituting your judgment and the Department’s
judgment over locally elected people?
Dr Ladyman: If we are providing the money, then we
owe it to Parliament and to the people to exercise our
judgment. What I said was, and I made it quite clear
over the last hour, that under the old TPP
arrangements we did not believe that local authorities
were prioritising transport as they ought to have
done. Throughout the 1980s and the early 1990s we
do not believe they prioritised transport as they ought
to have done and we do not believe that they had a
strategic view of transport in their areas. We had a
system that was requiring Government to make
minute detailed decisions about relatively small
schemes and that is why we changed from the TPP
system to the LTP system precisely to provide local
authorities with the role that you have identified to
make local decisions and move forward Local
Transport Plans. What I thought I had acknowledged
right at the start of this discussion was that local
authorities have responded to that, that there were
some deficiencies that we now recognise in the LTP1
process where we were perhaps still being too
restrictive and we have improved those in LTP2, but
there has been a step change in the performance of the
delivery of local transport projects. We have to have
shared priorities. They are shared priorities, not
government priorities; they are shared priorities
negotiated with local government. We have set out a
criterion that we use for determining whether a
scheme is value for money when a local authority is
seeking funding from us for a particular project.
Beyond those things, we do not substitute our
judgment for local authority judgment.

Q336 Graham Stringer: But we heard a fortnight ago
from local authorities that were telling us that the
Department was interfering in the detailed design of
PuYn crossings, which I should have thought was a
matter completely for local judgment. You yourself
acknowledged earlier that your priorities are nothing
to do with value for money, the priorities that you are
encouraging, and it is an interesting concept that you
say local authorities do this. They are told they will
not get the money, if they do not follow those
schemes. You provide money for bus schemes and say
if they do not do this then they do not get the money.
They provide bus priority routes and yet the local
network is wrecked. So you are substituting your
judgment in detail, not just saying this scheme is not
value for money; you are actually substituting your
judgment over the judgment of local authority elected
local councillors.
Dr Ladyman: I entirely reject that. One of the things
your Committee always does, after I have appeared
before it, is write me a long list of questions where you
say “You said this, prove it and give me the evidence”.
I should like to see from your witness who said that
we were interfering in a design of a PuYn crossing the
evidence for that because I do not believe the DfT
central interferes in the design of PuYn crossings or
any other birdlike crossings. We certainly have design
standards for our road network which we expect to be
followed. If it is a crossing on a Highways Agency
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road, then the Highways Agency will certainly have a
view of what is appropriate and what is not
appropriate, but I should be absolutely amazed if any
of my oYcials were engaged in nitty gritty discussions
over PuYn crossings in some local authority area and
if they are, then I should like to know about it.

Q337 Graham Stringer: It is in our oral evidence of
the last session, so I advise you to read that.
Dr Ladyman: I can say anything in oral evidence. You
always write to me and make me prove it when I do it.

Q338 Chairman: You always tell us the truth.
Dr Ladyman: So if people come to you and they make
anecdotal comments like that, I want to see the
evidence of it. I certainly want to see the evidence of
it before you base your conclusions on it.

Q339 Graham Stringer: I can give you the evidence
directly on the point that by encouraging generally
bus priority measures where they lead to the wrecking
of bus networks you are imposing your judgment on
local people. Local people were not asking for those
things.
Dr Ladyman: Back an hour ago, I acknowledged
there are deficiencies in the way we are encouraging
bus patronages. It is one of the issues that we are
looking at to try to find out how we can resolve that.

Q340 Chairman: I just want to ask you about travel
planning initiatives. Is it legitimate to use local
transport capital for travel planning initiatives?
Dr Ladyman: It depends exactly what you mean by
travel planning initiatives. Certainly travel planning
initiatives have to be an integral part of the plans that
we put together in many areas. There are areas of
significant congestion where we have to do things to
try to encourage modal shift in the way we are
transporting people around and in those areas it is a
legitimate thing. Rather than resorting perhaps to
expansion of road capacity or other major schemes
maybe it is appropriate sometimes to look at issues
around travel planning to see whether we can provide
a better solution.

Q341 Chairman: The point that was being made was
that the local authorities want it made clear to what
extent they could use Local Transport Plan resources,
for example Smarter Choices initiatives. Are they
going to be able to use that money for that purpose?
Dr Ladyman: I do not believe there has been any
restriction on them doing that.
Mr Linnard: No, if it is small-scale capital funding,
they can use it as they see fit.
Dr Ladyman: The integrated transport block is theirs.
That is the whole point of giving them a big chunk of
money and saying “Get on and do local transport
things with it”.

Q342 Chairman: I think you should know that we
took evidence from a couple of local authorities and
also from a planning consultant, so it is not as clear
as you think it is. It may be very clear in the
Department, but it is not very clear elsewhere.
Perhaps you could look at the wording of that.

Dr Ladyman: Maybe occasionally people should, if
they have concerns that things are not clear enough,
write us letters and ask whether we can clear it up and
we can do it for them.

Q343 Chairman: We do occasionally get the
impression they have done that Minister.
Dr Ladyman: Well I should like to see those letters
too.

Q344 Clive EVord: May I come back to something the
Minister said about local authorities not prioritising
their Local Transport Plans under the old TPP
system. What was the Government’s input into
setting the priorities for the comprehensive
performance assessments? Did you ask for local
authorities to be assessed against their transport plans
as part of the CPA?
Dr Ladyman: Unless Mr Linnard can remember, I
should have to come back to you on that because I
was not the minister involved when that was
discussed and I could not give you an accurate
answer.
Mr Linnard: The quality of the Local Transport Plans
and delivery against them does feed into the CPA,
yes.

Q345 Clive EVord: Does the Department feel that if
that were given more priority as part of the CPA then
local authorities might prioritise their transport plans
a little bit more?
Dr Ladyman: That was the point I was making
earlier. The CPA is part of encouraging a local
authority to do something but I think that with the
LTP process we have actually come up with a better
way of making local authorities prioritise local
transport. I believe, and I hope your inquiry will
subsequently agree with this, that local authorities
have delivered something close to a step change in
performance in respect of local transport since the
TPP system was changed into the LTP system. We
can improve it further, which we have tried to do in
LTP2, and I shall be interested in the Committee’s
comments about how we can improve it even further
still after this. The CPA process is just one way we can
help local authorities prioritise this. The LTP process
has gone a great deal of the way there already to make
them prioritise it.

Q346 Chairman: May I just ask you in that case how
you assess the diVerent local targets? If a council
meets a fairly unchallenging target and another
council misses a very ambitious target, how do you
judge success between the two?
Mr Linnard: We do an assessment in two parts. One
is the quality of the plan and in working with local
authorities on their plan quality we try to make sure
that the important targets they set are realistic, but
they are also stretching. The next part of the
assessment is how they performed against those
targets, so we try to get realistic targets.

Q347 Chairman: Are you consistent in your judgment
and is that set of criteria made clear all the way
through?
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Mr Linnard: The criteria are clear and we are as
consistent as we can be. Some of this is inevitably
going to be slightly subjective.

Q348 Chairman: How do you ensure that your
subjective judgments are not diVerent between one
target and another?
Mr Linnard: We have quite a complicated system
within the Department for assessing the quality of
the plans which involves not just one person with
each plan, but cross-checks to try to ensure
consistency across all 82 plans. We do as much as we
humanly can to make this as fair as possible.

Q349 Chairman: So it is not dependent upon the
targets that a local authority chooses to put forward.
Mr Linnard: It is the local authority’s target, but we
discuss it with them. We do not lay down the targets.

Q350 Chairman: You do not say to them “This
target is not challenging enough” or “That target is
too challenging” before they get involved in the
detail of a particular scheme.
Mr Linnard: The point of having this time round
provisional plans and then final plans was that we
could assess the provisional plans and we could give
them some feedback. If targets looked insuYciently
challenging or unrealistically demanding, we could
tell them that. There is then an opportunity for them
to make the targets more realistic in the final plans
and we will then assess delivery over the five years
against those targets.

Q351 Chairman: The problems local authorities
have faced have been in setting meaningful and
measurable targets, have they not, and if you are
allocating funding according to performance against
targets, you must make very clear that your steps are
absolutely transparent and consistent?
Mr Linnard: It was a problem in the first LTPs.
When we assessed the original plans back in
2000–01, the PTEs, the metropolitan areas for
example, scored very highly on plan quality but
through the period their performance against the
targets fell oV because the original target they set
looked very good written in plans but proved to be
unrealistic. We and local authorities are trying to do
it better the second time around.

Q352 Chairman: Do you think it is appropriate to
have a funding system which rewards a few top
authorities? What has happened of course is that the
big and the well-organised local authorities may get
vast numbers of grants while large numbers of
authorities get not a great deal, even though they
have improved very radically over a number of
years.
Mr Linnard: We changed the balance. The first time
round the money was allocated entirely on the basis
of bids, plans, with a very small allowance for actual
performance during the five years. This time around
we are putting three quarters of the funding on to a
formula basis which is not dependent on plans or
performance. Our judgment discussions with local
authorities, with local government, were that there

was still a place for some reward funding in
recognition of good plans and good performance
against the plans.

Q353 Clive EVord: When the Department sees major
failure in major projects which the Government
have had a hand in setting in train, like Metronet
on the London Underground, how does the
Department respond?
Dr Ladyman: I was not involved in that particular
project, so I cannot make any comment on that one,
but in principle we should certainly try to work very
closely with the local authorities or the PTE
concerned to try to work out what went wrong and
to try to find out what the solution would be. I was
making the point to Mr Stringer earlier that we
worked very closely with the Manchester authorities
to look at the issues around their tram project to see
whether we could identify a way forward. We do not
just say “Well that’s it. We don’t learn anything from
this and we don’t try to move forward”. We do try
genuinely to have a partnership where we try to help
each other find a way forward or, if not, at least learn
for next time.

Q354 Clive EVord: Does the Department ask
questions of Metronet or Metronet through
Transport for London, on value for money issues
considering the enormous increase in public money
that the Government are providing to pick up the
backlog of repairs on the London Underground?
Dr Ladyman: As I say, I do not have ministerial
responsibility in that area so I would have to get the
minister concerned to contact you about that
particular project. However, absolutely, one of the
things we see as our role in the DfT is to have a view
of all of these issues and to try to find out what is
working and what is not working and try not to
repeat mistakes.

Q355 Chairman: If the role of the Department is very
specifically to begin to look for the city-region
concept of development, as the OYce of the Deputy
Prime Minister spells out, will the Department for
Transport build into its assessments of transport
plans any recognition of the fact that if large city-
regions drain away from a very mixed area some of
the resources that would once have gone to smaller
councils and smaller transport schemes, will that not
be inequitable and unacceptable?
Dr Ladyman: It is clearly an issue that we shall have
to address if city-regions turn out to be the way that
local government moves forward. If those sorts of
pressures become an issue, clearly that is something
that we shall have to look at and we shall have to
adapt the way we distribute our money and the way
our formulas work to take appropriate cognizance
of it.

Q356 Chairman: You are always an interesting
witness Minister and I do not say that in any
pejorative sense. It is always helpful and useful but
we do not always agree with what you say. However,
you are most warmly welcome and thank you very
much for coming this afternoon.
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Dr Ladyman: You are very welcome. Strangely
enough I do not always agree with your reports.

Supplementary memorandum submitted by the Department for Transport

Q286 Could you please provide an estimate of how much was spent by all English local authorities in the last
financial year on bids and scheme preparation for proposals which were rejected or never approved by the
Department; and how many schemes this includes?

The Department does not routinely collect information from authorities on how much they spend on the
preparation of schemes or bids, and is not necessarily aware of all such proposals. For major schemes, our
policy to date has been that local authorities are generally responsible for their scheme preparation costs,
though the Department is prepared to reimburse an element of preparatory costs, up to a maximum of 60%,
in certain exceptional circumstances. In this event, the Department’s contribution is usually payable only
when a scheme is fully approved for implementation. The Department therefore has no comprehensive
information on how much is spent on schemes that are not approved by it. (It has recently consulted on
changes to this approach, and is currently considering the consultation responses.)

The Department has some limited information for a few schemes which have not been approved by it.
However since the scale of preparation costs varies significantly both by the type of scheme and by how far
preparation has been taken forward before a scheme is rejected, we cannot use this information to attempt
an overall estimate.

Q288 Where is the value for money criteria published? What is the cost benefit ratio that transport schemes are
expected to achieve in order to present value for money? Is this the same ratio in London as the rest of England?

The value for money criteria are published on DfT’s website in the sub-section about how DfT works in
the about DfT section. Generally, a scheme should be at least “medium” or “high” value for money to be
eligible for funding. This normally requires a Benefit Cost Ratio (BCR) of 1.5 or above, although the (BCR)
threshold is not absolute as the value for money assessment also takes account of the non-monetised impacts
of a transport project. There are slightly diVerent requirements for some schemes, such as Congestion
Transport Innovation Fund schemes (also on the DfT website).

Guidance on undertaking scheme investment appraisal and assessing the value for money is published at
www.webTAG.org.uk. Alongside the value for money, the strategic policy fit and delivery plans will also
be critical.

The published advice on value for money criteria is relevant to the advice provided to Ministers on
spending proposals, including transport projects that are funded by the Department or require the
Department’s approval, whether they are in London or outside of it. However, many transport decisions in
London have been devolved to TfL and the Mayor and these are matters for them.

Q305 Would you be prepared to make available the formula used to allocated the integrated transport block
grant, accompanied by explanatory notes of the criteria and weightings used?

A short explanatory note is appended. It refers to two published documents which set out the formula in
more detail. Please contact oYcials for any more details.

Q310 Has the move to resource accounting and budgeting permitted local authorities to behave like the private
sector, and fund revenue costs through capital, taking into consideration depreciation and interest on assets?
What consideration has the Department given to this approach? What assessment has been made of the
advantages and disadvantages?

Resource accounting and budgeting is being introduced progressively in central and local Government.
Resource accounting is intended to improve management within the public sector, by providing a better
picture of the true costs of activities and improving the accounting and stewardship for assets. It does not
alter the Government-wide presumption against the use of funding specifically allocated for capital
investment on day-to-day resource expenditure. Maintaining this separation of capital spending and
resource spending is a key element of the Government’s framework for managing the public finances.

Chairman: Well we always hope that the line of
education is available even to ministers of Her
Majesty’s Government.
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Transport for London receives a direct revenue grant to spend on transport improvements. Have you made any
assessment of advantages and disadvantages of ring-fencing revenue grant for transport in the rest of the
country? Would the Department for Transport propose such a direct grant if other local authorities were
struggling to find suYcient revenue funding for transport improvements?

Government policy, supported by the Local Government Association, has been to reduce the ring-fencing
of grants. This is set out in the White Paper “Strong Local Leadership, Quality Public Services” (2001),
which indicated that the previous growth in ring-fencing had been excessive and threatened to erode local
decision-making responsibility, limit authorities’ ability to tackle some priorities and increase council tax
levels. The Government has set up the Lyons Inquiry to consider local government finance and it is an
appropriate place for medium and longer term diYculties about revenue funding for transport
improvements to be raised.

The Atkins report Working with Weaker Local Authorities recommended that weak authorities should receive
more in the way of best practice and training (“DfT may wish to facilitate stronger capability in programme
and project performance through a combination of training, sharing of best practice and encouraging Local
Authorities to identify programme and performance managers through which Government OYces can obtain
regular updates on progress.”) Please could you explain what processes have been put in place to assist weaker
authorities, and how these have been implemented?

The report concluded that “the role of the Department is primarily one of continuing to encourage
Authorities to commit to and deliver eVective transport services as part of their corporate agendas”. It has
been doing so actively through senior government oYcials meeting senior local counterparts and through
more junior contacts related to the development and implementation of local transport policy and plans. In
late 2004 the Department reorganised to increase its capacity to engage directly with authorities.

The Department is encouraging the sharing of best practice through Centres of Excellence programmes
in local transport planning delivery announced in February 2005 and DCLG sponsored Centres of
Excellence in procurement, partnership and eYciency set up in October 2004. The Department is
encouraging stronger programme and project management through the “Guidance to Local Authorities
Seeking DfT Funding for Transport Major Schemes” published for consultation in 2005 and will implement
more rigorous arrangements when the guidance is finalised, probably later this year. Atkins, on behalf of
the Department, engaged specifically with a further six weak authorities in 2005.

Of the major scheme proposals DfT received over the last financial year, how many were accepted, how many
rejected, and how many were undecided?

Since July 2005 the Department has received 38 new scheme bids. In the RFA announcement on 6 July
2006:

— An initial approval has been granted to 15.

— 13 are still under consideration with outstanding issues to resolve.

— Four are expected to be funded but significantly later than the promoters’ preferred timetables, in
accordance with regions’ advice.

— Six are unlikely to be funded within the 10 year RFA period.

Q317 How many of the London Local Implementation Plans have been approved by the Mayor? Does the lack
of approved plans have implications for the funding decisions made by Transport for London, and spending at
borough level?

As at 27 June 2005, five Local Implementation Plans (“LIPs”) had been approved by the Mayor and in
total 19 LIPs had been submitted to TfL. TfL is expecting to receive a further 10 LIPs by the end of July
2006, and the overall expectation is that the Mayor will have approved a LIP for each borough by the end
of the current year.

TfL currently grants financial assistance to boroughs to invest in local transport infrastructure
improvements pursuant to the Borough Spending Plan (“BSP”) process, though this is not the only
mechanism by which TfL supports the boroughs. Future BSP funding is currently planned to be in the region
of about £150 million per year. However, we understand that it is TfL’s intention to merge the BSP process
with the LIP arrangements so that the LIP arrangements become the means by which TfL allocates and
grants BSP funding to boroughs going forward. The merger of these two processes will: (i) mean that the
reporting by boroughs on their contribution and proposed contributions to the delivery of the Mayor’s
Transport Strategy under the LIP process will be more clearly aligned with the funding TfL distributes to
them; (ii) be simpler to operate for both TfL and the boroughs; and (iii) enhance overall borough funding
by TfL and delivery by the boroughs at the local level.
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Q341 Please can you clarify whether local authorities are permitted to use LTP capital funding or major
scheme funding on packages of “Smarter Choices” initiatives such as: travel planning, promotional activity,
publicity, etc

Capital funding support is provided for expenditure that is classified as capital investment, rather than
day to day resource expenditure. Decisions on exactly which expenditure should be classified as capital are
ultimately matters for local authorities and their auditors. Some travel planning, promotional activity and
publicity can be classified as capital expenditure. Local authorities collectively declare that about £7 million
per year of the capital integrated transport block has been spent on travel plans.

Q344 Please detail what input the DfT had in setting the priorities for the Comprehensive Performance
Assessment, and how transport is included in these assessments

The Audit Commission presents its proposals for the Comprehensive Performance Assessment (CPA) to
Ministers following discussion with oYcials from interested Departments, including DfT.

The corporate assessments (which form half of CPA) do consider priorities including sustainable
communities and transport. Transport is included in the Environmental Services block in the service block
assessments (which form the other half of CPA). The transport information considered here includes Audit
Commission inspections (whose importance is being reduced), transport best value performance indicators
(related to highways maintenance, buses and pedestrian crossings), road casualty data and DfT assessments
of the progress councils are making delivering their transport plans.

July 2006

EXPLANATORY NOTE ABOUT THE INTEGRATED TRANSPORT BLOCK FORMULA

1. Most of the formula funding (approximately 96.5%2 ) is allocated according to the data set out in the
following table:

Variable Broad Definition Weighting

Local public transport Bus patronage, light rail patronage and Merseyside Electrics 30%
patronage patronage in 2004–05
Road casualties Casualty numbers in 1994–98 on local authority managed roads— 20%

roughly 78% of the 20% for deaths and serious injury numbers and
22% of the 20% for slight injuries

Population weighted by 2004 Population (with account taken of daytime population and 25%
settlement size projected growth to 2014) with more weight for population living

in settlements of more than 100,000 (and to a lesser extent
settlements between 50,000 and 100,000) than smaller settlements

Population in districts Population of district/unitary council areas that include designated 5%
with air quality air quality management areas related to local transport as at late
management areas 2005
Population weighted by Population weighted by degree of deprivation and level of car 15%
deprivation ownership at census area level with most weight for areas with high

deprivation and low car ownership
Rural population Population living in settlements of fewer than 25,000 5%

2. The remaining funding (about 3.5%) has been allocated to:

— Growth Areas—about £8 million3 per year distributed according to extra housing levels plus
commitments related to the Dartford Crossing tolls.

— Objective One Areas—about £10 million3 per year distributed evenly between the three
designated areas.

— Continuation of the South East Manchester Multi Modal Study’s implementation—about
£8.4 million3 per year.

3. More details of the formula are contained in the consultation document “Financial Planning
Guidelines for Local Transport Plans” (July 2005), as amended by “Final Financial Planning Guidelines
for Local Transport Plans” (December 2005), both available on the DfT website.

2 The formula was calculated to a control total of £538.267 million, with £18.393 million (about 3.5%) of the control total being
allocated to the items listed in paragraph 2.

3 The actual figures in any year change in proportion to the ratio between the control total of £538.267 million and the funding
planned. They generally increase over the LTP2 period.
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Memorandum submitted by Professor Stepehen Potter

INNOVATIVE METHODS TO FUND LOCAL TRANSPORT

Scope

This paper draws on a series of research projects in which the author has taken part exploring innovative
methods to provide funding for local transport. The first part looks at local revenue raising methods, which
stems from a project undertaken for the CEC. The second part looks at an alternative approach, which is
how the tax system might be adapted in order to generate investment in local sustainable transport measures
by employers and developers. It is noted that the Committee in not considering national road pricing, lorry
road user charges or toll roads, and so these topic areas are not included in the evidence submitted.

Local Hypothecated Funding

In the UK, the funding of public transport infrastructure projects has been the subject of much debate.
There is little doubt that further investment is needed to refurbish, upgrade and build new public transport
systems, but the suggested sources of the finance, whether private or public, and the funding mechanisms
vary widely. What is becoming clear is that public transport projects will increasingly involve raising capital
that will be repaid via a future revenue stream. A key issue in the UK is that, while mechanisms are being
put in place for local transport authorities and other public bodies to raise capital loans, there are few
revenue streams available to help repay those loans.

For example, the UK Government’s July 2004 Comprehensive Spending Review authorised the London
Mayor to proceed with a £3 billion programme of public transport development schemes funded through
borrowing. This has forced the Mayor to raise public transport fares by 2–3% above inflation in order to
service the interest on the debt. Raising fares by 2–3%, while the real cost of motoring is falling, suggests
that such an approach could well be self-defeating in the long term and seems counter-productive to UK
transport policy. Outside London the options are even more restricted, as public transport fares and
investment decisions are in the hands of deregulated and privatised operators.

To address the growing funding problem, a number of countries have adopted hypothecated revenue
streams to support public transport. In France, for example, the Versement Transport (employer tax) was
introduced in 1971 and played a major part in funding the upgrading and expansion of the Paris Metro.
Rolled out nationwide, the tax has part-funded the new light rail and metro systems that now exist in every
French city.

So, it is not only in Britain that traditional sources of finance for sustainable transport developments are
becoming inadequate or diYcult to obtain. Our research (Ubbels, Enoch, Potter and Nijkamp, 2004) has
examined several groups of such charges:

1. Employer/employee taxes.

2. Property-related taxes.

3. Development levies.

4. Parking charges and fines.

5. Charges for the use of road space.

6. Local motor taxes.

7. Consumption taxes.

8. Cross-utility financing.

One theme of our research is that the principles of taxation behind these measures vary. Local earmarked
taxes and charges have emerged over a number of years and in diVerent specific situations. In analysing these
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measures three main groupings have been identified which represent alternative principles of public finance
(Ubbels et al 2004.). These are:

— Beneficiary Pays.

— Polluter Pays.

— Spreading the Burden.

Beneficiary pays (public good)

The oldest rationale for taxation is to fund public goods that cannot be provided on a market exchange
basis. There thus exists an established public finance rationale to, for example, impose a local charge where
public transport investment takes place or to employers located in that area. Apart from the example of the
Versement Transport in France, there are also hypothecated taxes on property, land values and developers.

A further example is provided by a study commissioned by the Royal Institute of Chartered Surveyors
which examined how planned improvements to London’s transport infrastructure could be financed
(Whelan, 2003). This particularly focused on property taxes, since the property value impact of public
transport schemes can be significant. Measures considered included a business rate levy, tax incremental
financing, Business Improvement Districts (BIDs), land value taxation and a green-field development tax.
The potential yield of these was estimated at between £10 million–£450 million per annum.

Polluter pays (market failure)

The “polluter pays principle” is a more recent, less well established, approach to both national and local
taxation. A new group of measures has emerged, reflecting a diVerent set of public finance principles centred
on using the tax system to cut environmental externalities, all of which result in the transport market
operating in an economically ineYcient manner. Pricing measures can internalise these external costs.

Spreading the Burden (equity and social inclusion)

The third group of fiscal measures is linked to the role that public transport plays in social inclusion. The
local taxes and charges are just to raise money with no real transport consideration of the eVects generated
by the measure (either in transport or redistributive terms).

The following provides examples of some of these mechanisms that seem particular relevant to the
Committee’s work and suggests that such mechanisms could have a greater future role if enabling legislation
is put into place where appropriate. Full details are in Ubbels et al (2004.) and Enoch, Potter and Ison (2005).

Earmarked Property Taxes

In the USA, earmarked property taxes (including local mortgage taxes) have been a common method for
supporting public transport systems. The most advanced examples of these are Benefit Assessment Districts
(BAD). Benefit assessment is a fee on property used to fund part or all the capital investment that enhances
the value of the property. Assessments must be proportional to any benefit to a property and a BAD cannot
be established unless an engineering report identifies, and provides a method to calculate, the special benefits
produced. In addition, property owners must be given notice and provided with a public hearing before an
assessment district can be formed.

An example of a BAD is in San Francisco where, from 1962 to 1999 it was used to raise funds for the Bay
Area Rapid Transit (BART) system A BAD was also used to part-finance the construction of the Los
Angeles Red Line with two districts formed in 1985. Assessments received from these districts helped pay
oV bond funding for station construction on the first segment of the Metro Red Line. Assessment payments
will terminate in 2008–09. Overall, 9% of the $US1.4 billion cost of this part of the Metro Red Line was
raised through BADs.

Under UK legislation the only real property tax mechanism is creating a Business Improvement District
(BID). A BID is not easy for a local authority to use. It needs to be approved by a 50% vote by those paying
business rates in the area.

Developer Charges and Impact Fees

Developer charges and impact fees are used widely in the UK but rarely in a systematic way. Developer
charges are individually negotiated and often vary more by economic conditions aVecting the development
than the actual costs imposed upon the local community. Bluntly, if a city is desperate for a development
then no charge will be made, but if a developer is keen to locate in an area, the local authority will be in a
strong position to exact a charge.



3450581034 Page Type [E] 21-10-06 00:01:07 Pag Table: COENEW PPSysB Unit: PAG4

Ev 126 Transport Committee: Evidence

In the UK, developer charges often occur in the form of a “Section 106 agreement” when granting
planning permission. By their nature, are concentrated in growth areas. This makes it diYcult to use
developer charges to support general public transport investment in a town or city as a whole, although this
has been attempted at some locations. The income source is also irregular.

A more systematic example comes from two Area Transport Plans (ATPs) were adopted by the
Supplementary Planning Guidance to the Cambridge Local Plan in 2000. These identify what new transport
infrastructure and service provision is needed to facilitate large-scale development and then provides a
robust means of calculating how individual development sites in the area should contribute towards the
fulfilment of that transport infrastructure. Again this is not value capture, but an area-based assessment of
the public cost imposed by the development. The ATPs do this by designing and costing the transport system
necessary to support the planned development. A fee per trip per day is derived by dividing the cost of the
transport upgrade by the number of generated trips in the ATP zone. Any development that generates more
than 100 additional person trips (all modes) per day is liable for payments, which are proposed at £229 per
additional generated trip.

Another, recent, example of a more systematic use of developer levies is the £1,200 “roof tax” on each
new property in the Milton Keynes expansion area under the Sustainable Communities programme. This
charge is hypothecated to the new infrastructure needed (including roads, cycleways and busways).

It would be worthwhile exploring how the systematic use of such developer levies can be encouraged to
fund sustainable transport infrastructure, particularly in the new Sustainable Communities.

Endowment Funding

Endowment funding mechanisms involve a form of betterment capture where the state or public transport
operator owns property and land in addition to that needed to run transport services. They sell the land when
its value rises or enter into development deals to secure an income from the property itself. Endowment
income can arise for purely historical and coincidental reasons, but in some cases it is a planned funding
strategy. An attempted endowment funding was the Beckton extension of the Docklands Light Railway
(DLR) in East London. This was to have been funded by selling newly serviced development land to recoup
the initial investment in the light rail system. This was possible because from 1992 to 1998 the land along
the route was owned by the London Docklands Development Corporation (LDDC), which was also
developing the new DLR branch. In the event, a downturn in the property market meant that virtually no
development occurred until six to seven years after the line opened. By then the LDDC had been wound up,
with the land disposed to other bodies, so the link to fund the DLR was broken.

The most comprehensive and strategic example of endowment funding is provided by the Hong Kong
Mass Transit Railway (MTR). The MTR receives no subsidy, but has endowed land adjacent to stations
and depots. These are developed in partnership with property companies and the subsequent revenue from
their property portfolio covers 20% of MTR operating costs and, in some cases, a substantial proportion
of the capital cost for new metro lines.

Endowment can be a useful funding mechanism but it needs to be undertaken strategically. It is important
to note that the endowment mechanism requires the vesting of additional land and property to the operator
specifically to yield an income, or the legal right to acquire land at existing use value. It works best where
there is integration between land ownership and public transport infrastructure developer, and where the
latter has built up a capability in property development. Clearly endowment funding is vulnerable to delay
and the vagaries of the property market.

Parking Charges

Parking charges are usually just a general income for local authorities or private businesses. However in
some cases they have been used as a hypothecated “polluter pays” mechanism to provide an income flow
for sustainable transport developments.

One example is the British Airports Authority (BAA)-run airports of Heathrow, Gatwick and Stansted,
where a proportion of the parking charges pay for improvements to public transport. At these airports, an
average of 25p for every passenger’s car parking transaction is earmarked to pay for improved public
transport.

In general, for UK local authorities, parking charges are not used as a systematic funding source. A Dutch
example comes from Amsterdam, where a light rail line (the Ijtram) from the Yburg housing estate to the
city centre is to be financed from a “Mobilityfund”, the majority of which is derived from parking charges.

It is possible, but diYcult, to use parking charges in a strategic way to provide local funding. An
interesting example comes from Milton Keynes. Until recently, Central Milton Keynes had free parking
provided for all employees and customers of the businesses locating there.The parking spaces are owned by
the local authority (Milton Keynes Council) who started to introduce charges to a small proportion of
spaces. However, local businesses were unhappy about these charges. Under the Milton Keynes Economic
Partnership (MKEP) the parties involved came to an agreement to maintain the competitive edge of Central
Milton Keynes while meeting the overall transport strategy for Milton Keynes. From this has developed the
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Central Milton Keynes Transport and Parking Strategy, including the parking charges paying for the
measures such as a Park and Ride, bus infrastructure improvements and an area Travel Plan to reduce car
commuting by employees.

It would be worthwhile exploring how such organisational arrangements like the Council/Economic
Partnership collaboration in Milton Keynes could be used to develop local Mobility Funds in the UK. This
sort of arrangement could involve several hypothecated sources (Section 106, BIDs, parking charges etc).
Such a partnership approach to developing local funding mechanisms might be a particularly valuable
way forward.

Overall, the UK’s somewhat centralised funding system for local transport developments has tended to
freeze out the local charging mechanisms that have proved to be important and fruitful in other countries.
It is only in exceptional situations where these have been used in the UK. It is suggested that the use of these
local funding mechanisms can be appropriate, particularly when they form part of a partnership between
local authorities and local businesses that can well lever additional resources in addition to the revenue
stream from the tax or charge. There have been some good examples of such measures, but in the UK they
are rare and diYcult to organise. The Committee could consider how this best practice might be more widely
adopted and if changes to legislation are appropriate to facilitate the use of local hypothecated funding
systems.

Developer and Employer Investment in Travel Plans

A specific area of generating new investment in sustainable transport regards the policy of encouraging
employers to introduce Travel Plans. Travel Plan takeup and eVective implementation is noted as being
more successful for schools than employers.

The government have provided tax concessions on a range of Travel Plan benefits for employees. This
has not, however, resulted in significant uptake of Travel Plan measures and investment by employees in
travel indicatives for their staV. A weakness in this approach is that there is no incentive for the employer
themselves (the benefits are only to staV). There are also no tax incentives for developers to provide more
sustainable transport infrastructure. The corporate tax regime is the weak link in the chain and all the
personal tax regime concessions will count for little if the corporate tax regime does not positively encourage
employers to oVer Travel Plan benefits to staV.

Possible measures to address this situation might include:

Industrial Buildings Allowances

Industrial Buildings Allowances can only be claimed if a site is classified as qualifying as an “Industrial
Building”. This is essentially a tax relief available to primary and manufacturing industry only. It could be
argued that this tax concession applies to “yesterday’s economy” and that it might be better directed to
addressing current policy agenda, including Sustainable Transport and Sustainable Communities. The
allowance could be made available for all developments for a number of specified Travel Plan infrastructure
and building works. This enhanced rate could be applicable to:

(a) Bicycle parking facilities.

(b) On site bus shelters.

(c) On site cycleways.

(d) Capital work to modify parking for carsharing (eg introduction of barriers/access restrictions).

(e) Car park charging equipment.

(f) Building a travel advice centre.

A measure to counterbalance any tax loss to the government might be to have a lower Industrial Building
Allowance for expenditure upon car parks above a guideline maximum.

Travel Plan Tax Credits

Although infrastructure investment is important, like most “smart” transport measures, revenue
expenditure on Travel Plans is usually the most substantial cost. Encouraging revenue support could be
addressed by tax credits for employers on specified Travel Plan measures. There is a parallel with another
tax concession, tax credits on R&D expenditure. Under this concession, a company can deduct 125% (150%
for an SME) of the qualifying current spending on R&D when it calculates its taxable profits, instead of
the normal 100%.Travel Plan Tax Credits could be provided for qualifying Travel Plan expenditure. This
could cover:

(a) The employment of staV to develop and implement a Travel Plan.

(b) Expenditure on contracts with public transport operators to enhance services to the employers’
site(s).

(c) Expenditure on contracts to provide works buses.
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(d) The cost of conducting and analysing travel surveys.

(e) Parking cashout payments.

(f) Alternative transport for car sharers to get home.

(g) Specified capital works for Travel Plan infrastructure.

The 2004 Pre-Budget Statement provides some indirect support for such a measure. The Chancellor is
arguing for a 10-year strategy to draw more people into the workforce—hence the emphasis on expenditure
and tax measures to support working mothers, child care support, measures to encourage ethnic minorities
to be more economically active etc. A relatively modest Travel Plan corporate tax concession would support
this broad strategy—providing transport support for more marginalised groups to be part of the workforce.

9 June 2006

Memorandum submitted by Mr David Locke, Operations Director, 4ps

4ps

4ps is local government’s project delivery specialist. 4ps works in partnership with all local authorities to
secure funding and accelerate the development, procurement and implementation of PFI schemes, public
private partnerships, complex projects and programmes. 4ps’ multidisciplinary team provides “hands-on”
project advisory and transactor support, gateway reviews, skills development and best-practice know-how.

Through “hands-on” transactor support, 4ps have helped local authorities to deliver a range of transport
PFI and PPP schemes, including the Nottingham Express Transit Line One, the Doncaster Interchange, the
Portsmouth highways management scheme, the Essex A130, the Newport Southern Distributor Road, and
the Brent and Walsall street lighting schemes.

4ps have also played an instrumental role in the development and delivery of the other 18 street lighting
PFI schemes, and have supported local authorities with developmental work for a number of light rapid
transit and guided bus public transport partnerships, such as proposed extensions to existing light rapid
transit schemes and the Kent Thameside Fastrack scheme.

4ps Operations Team is currently helping a range of local authorities develop new highways management
PFI schemes, including as a member of the project team for the Birmingham highways management PFI
scheme and Cumbria CNDR scheme, and are supporting the procurement of the new Tyne Crossing
partnership scheme.

Delivering Local Transport

The Future of Transport—A Network for 2030 made it clear that good transport is essential for a successful
economy and society. It provides access to jobs, services and schools, gets goods to the shops and allows us
to make the most of our free time. However, the paper also made it clear that the transport system has
suVered from decades of under-investment, with the DfT working hard to reverse this damage and to deliver
the environmentally sustainable, reliable and safe transport system that the country needs.

The 10 Year Plan for transport, published in July 2000, began to set this to rights. It marked the beginning
of a more strategic approach to transport. And it delivered a long term Government commitment to
sustained increases in transport spending, ending stop-start funding and short term planning.

Local authorities are responsible for delivering a significant proportion of the transport infrastructure and
transport services in the UK, for example local authorities are responsible for the management of the local
highway network (which accounts for about 95% of the total highway network in the UK); the provision
of local public transport through light rapid transit and buses; local authority owned airports and ports;
and cycling and pedestrian facilities.

Central government is therefore dependent on local authorities to deliver a significant element of the
national transport plan.

The Private Finance Initiative

A public private partnership is a broad term that encompasses a number of partnership options for service
delivery. The PFI is one form of public private partnership, and is particularly relevant for capital-intensive
services. The PFI transforms local authorities from being the owners and operators of assets, to the
purchasers of services. In a PFI transaction, a private sector service provider is given responsibility for
designing, building, financing and operating assets, from which a public service is delivered.

The PFI plays an important role in the delivery of the Government’s investment plans for public services.
This investment programme is delivering extensive new and modernised infrastructure to public services.
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Using the PFI, local authorities and their communities can achieve long-term benefits from private sector
expertise and investment in the delivery of public facilities and services. Local authorities are also eligible
to seek central government support (in the form of PFI Credits) towards the costs of the PFI project,
provided that the project is able to satisfy the departmental and Project Review Group criteria.

The overriding objective of the PFI is to create a structure in which value for money is optimised, through
private sector innovation and management skills, through the synergies from linking design, build and
operate, through re-engineering, through the eYcient allocation of risk, and through the whole life and
whole service approach to service delivery.

With the PFI, operational issues and whole service/whole life implications are considered from the outset
as part of the investment decision, which should contribute to the long-term success of a project, and
optimise best value over the long-term. Many of the functions that underpin the delivery of the service
become the responsibility of a single service provider, who is contracted to deliver the service to agreed
standards and subject to a performance-related payment mechanism.

Properly implemented, PFI helps to ensure that desired service standards are maintained, that new
services start on time and facilities are completed on budget, and that the assets built are of suYcient quality
to remain of high standard throughout their life.

4ps review of operational projects in 2005 demonstrated that the PFI is working well for local authorities.
Users and stakeholders are generally delighted with the new facilities and services now being provided,
following years of under-investment in the service. A number of the local authority schemes reviewed had
received awards, and local authorities were very proud of their achievements.

Evidence to date suggests that the PFI is most appropriate where there are major and complex capital
projects with significant ongoing maintenance requirements. For these projects, the service provider can
oVer project management skills, innovative design and risk management expertise that can bring
substantial benefits.

Local Authority Transport PFI and PPP

To date the following local authority transport PFI schemes have been supported:

Schemes in operation

— Highways management in Portsmouth.

— Light rail in Nottingham.

— Road schemes in Essex, Newport and the Sirhowy Enterprise Way.

— Street lighting in Brent, Barnet, Ealing, Enfield, Islington, Lambeth, Leeds, Manchester,
Newcastle, North Tyneside, South Tyneside, StaVordshire, Stoke on Trent, Sunderland,
Wakefield, Walsall.

— Transport interchange in Doncaster.

Schemes in procurement

— Highways management schemes in Birmingham and Cumbria (together with new build of the
Carlisle Northern Distributor Road).

— Integrated transport in Walsall.

— Street lighting schemes in Derby, Dorset, Norfolk, Redcar and Cleveland, and Surrey.

A public private partnership was developed for the Luton Airport, and a number of other schemes,
including light rail and highway maintenance, have been developed as public private partnerships. A new
public private partnership project is being developed for a new Tyne Crossing, and a number of other major
schemes have in principle support to develop a PFI scheme, such as the Thames Gateway Bridge and a new
Mersey Crossing.

Funding for Local Authority PFI Schemes

Local authorities receive central government funding to support the development and operation of their
local transport infrastructure from a variety of sources, including formula grant and local transport plan
funding. PFI funding for local transport schemes has been available since 1997.

As part of the Spending Review 2004, the Department for Transport (DfT) and Government OYce
London (GOL) secured new PFI funding of £1.8 billion, taking to £2.36 billion the total PFI funding
available to local authorities for local transport schemes over the three year period commencing 1 April
2005. In addition, there remained some PFI funding un-allocated from earlier years’ spending review
allocations.
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At 5 June 2006, some £2.243 billion of PFI funding available for local transport remained unallocated by
DfT and GOL, albeit that some of this amount has been committed in principle to the following:

— £600 million has been made available for new street lighting PFI schemes (with decisions on the
schemes to be supported expected during June 2006).

— £600 million has been allocated for a new highways management bid round, with local authorities
interested in bidding for funding required to submit an expression of interest by the end of
September 2006.

— £200 million has been allocated in principle to the Thames Gateway Bridge scheme that is to be
procured through the PFI.

— £123 million has been allocated in principle to a new Mersey Crossing scheme to be procured
through the PFI.

Taking in to account the above, there appears to be some £700 million of the Spending Review 2004
funding still to be allocated to local authority PFI transport projects.

Given the success of local authority transport PFI schemes to date, it is important that appropriate
funding is sought as part of the Spending Review 2007 to enable further improvements to the local transport
infrastructure to be made.

Delivering Schemes through PFI and Public Private Partnerships

The DfT operate three “programmes” for PFI:

— highways management;

— street lighting; and

— other major schemes.

The DfT and GOL operate bidding rounds for highways management and street lighting PFI schemes.
Local authorities interested in bidding for PFI funding for investment in highways management or street
lighting are required to submit an expression of interest to the DfT (or GOL) as part of the bidding round.
The expressions of interest are then assessed, and schemes to be supported financially announced and
requested to develop an outline business case. 4ps recommends that local authorities incorporate these
schemes in its local transport plan.

Local authorities developing other types of PFI scheme are required to include details of such schemes in
its local transport plan, and to develop a supporting outline business case for submission to the department.
Schemes to be supported will typically receive in principle approval for the project as part of the local
transport planning process. For many schemes this in principle approval might precede the local authority
completing the statutory processes (such as public inquiry or planning).

Highways Management and Street Lighting

There are very few services that aVect all of the population. However, everyone has regular contact with
the street scene in some way; and numerous public surveys demonstrate that the state of the streets is high
on the public’s list of priorities for local authorities to address. The public wants streets to be safe, attractive,
clean and accessible. A study by the Audit Commission in 2004 suggested that these aspects of the street
scene are often managed as narrowly defined, specialist elements, and that by providing services separately
rather than providing a coordinated street scene service, the opportunity to respond coherently to the
public’s aspirations in this respect is being missed.

It is estimated that there is a significant backlog of investment in the local highway network. Transport
2010 initially set a target for local authorities to eliminate this backlog by the end of the plan period.

To date, PFI funding has been allocated to three highways management/street scene schemes and 20 street
lighting PFI schemes, with PFI funding to these schemes amounting to some £1.3 billion. The operational
highways management scheme in Portsmouth and the 15 operational street lighting schemes are proving
particularly successful.

The Portsmouth highways management/street scene project was the first to be procured through the PFI,
and from January 2005 the service provider assumed responsibility for all aspects of highways management
and maintenance throughout the City for the next 25 years. The project is one of the most complex and
innovative local authority PFI projects to be developed to date, and will not only allow the City Council to
deliver urgently needed improvements to the highways network, but will also ensure that its street services
are delivered in a genuine fence-to-fence way, bringing considerable benefits to residents and road users.

Street lighting is a highly visible, front line, local authority service. Good street lighting provides a vital
service during the hours of darkness, protecting people and property, and enhancing the night-time
environment (thereby promoting night-time use of local facilities). EVective street lighting deters criminal
activity and reduces road accidents. Benefit cost ratios of 5:1 are not uncommon—this means that for every
£1 invested in street lighting, £5 can be saved by way of quantifiable reductions in crime and road traYc
accidents.
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Light Rail and Guided Bus

The Nottingham Express Transit Line One scheme is the only local authority public transport scheme to
have been procured and delivered through the PFI. Nottingham Express Transit is proving to be one of the
more successful light rapid transit schemes in the UK, and the benefits of PFI, principally the payment for
performance and the due diligence benefits, might usefully be extended to other light rail and guided bus
schemes.

The Nottingham Express Transit Line One scheme became fully operational when it was opened by the
Secretary of State for Transport in March 2004. It is proving to be a highly reliable, eYcient system
delivering tangible benefits. A recent survey of the Line One operations shows that it is popular with
passengers and visitors; on a daily basis it is carrying some 27,000 passengers on weekdays. This level of
patronage is increasing on a weekly basis, and further consideration is being given to increasing the capacity
of the system in order to meet the demand.

The Nottingham Express Transit project brings considerable local transport benefits compared with what
would have been possible through conventional procurement. In particular, it has provided a fully
integrated transport system, delivered in a timely manner, operated eVectively and reliably, and maintained
to the highest modern standards. It should contribute significantly to alleviating congestion in Nottingham,
and assist in the regeneration of the Greater Nottingham area.

Future Opportunities

Local authorities have the ability to develop and introduce a local charging scheme, and some local
authorities have secured transport innovation funding to develop local schemes.

The introduction of a local charging scheme has the potential to widen the opportunities for local
authorities to utilise the PFI and public private partnerships as part of a wider demand management scheme,
or as part of managing traYc growth.

4ps Procurement Packs and Guidance

4ps has produced a procurement pack and model procurement documentation to assist local authorities
developing street lighting schemes, and 4ps is currently developing a new procurement pack and model
documentation for local authority highways management schemes.

4ps has produced case studies for the Brent street lighting scheme, the Nottingham Express Transit
scheme, and the Portsmouth highways management scheme.

8 June 2006

Witnesses: Mr Tony Travers, Director of LSE Greater London Group, London School of Economics,
Professor Stephen Potter, Transport Strategy, The Open University, and Mr David Locke, Director of
Transport, Public Private Partnerships Programme (4ps), gave evidence.

Chairman: Good afternoon, gentlemen. We will
begin with a bit of housekeeping before we come to
the questions. Those members having an interest to
declare?

Graham Stringer: Member of Amicus.

Chairman: Member of Aslef.

Mrs Ellman: Member of the Transport and General
Workers’ Union.

Clive EVord: Member of the Transport and General
Workers’ Union.

Q357 Chairman: Gentlemen, you are most warmly
welcome. This is a very important inquiry and
obviously one that concerns people at every level
since there is no love greater than a man’s love for his
car. We are very grateful to you for the evidence you
have already given us. We will undoubtedly have
large numbers of questions to ask you. I did wonder
whether anybody wanted to begin by making one or

two general remarks or whether you are happy to go
straight to questions. The answer is no. Can I start
oV then with you, Mr Travers? Both local authorities
and passenger transport executives want more
control over the transport decision-making process.
How ought those decision-making powers to be
allocated between regional, national and local level?

Mr Travers: Thank you for inviting me. There is no
doubt that in a country as small as Britain,
England—

Q358 Chairman: Let us try the United Kingdom.

Mr Travers: The United Kingdom (Great Britain,
England) being a relatively small, relatively densely
crowded or populated place, we have ended up with
a number of institutions of government whose
remits inevitably, to some extent, overlap because
the neat interests of boundary-drawers and
economic geographers rarely work as well as they
might do. Perhaps particularly in the north of
England where there is a Northern Way super
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region, then the regions, then the passenger
transport authorities, and then the metropolitan
districts or counties and districts within them, it is a
very complex system of government. I have to say
that there is no way out of that. Inventing new
institutions within this set would be problematic. I
think to create another set of bodies with diVerent
boundaries without changing or removing one of the
others, certainly in the north, would be very diYcult.

Q359 Chairman: Do you agree with the Government
when they say that they really already have enough
flexibility when it comes to local transport because
they produce their own priorities and they can
decide how to invest resources—“they” in this case
being the local authorities?
Mr Travers: No, I would not, Chairman, because I
honestly think that, at the risk of running ahead of
what the committee may wish to ask, too many of
the decisions about investment in transport,
particularly in infrastructure, inevitably are made at
the centre and are not made either regionally or in
the various versions of locally. The reason for that is
that public finance in Britain is so centrally
controlled and therefore in transport, where there is
a significant number of large projects, it inevitably
means that all those decisions have to be made at the
centre because that is where the money can be made
available. Until and unless there is a capacity for
local areas, be they existing authorities or new ones,
to make decisions and raise resources locally, there
is an inevitable consequence that all decisions,
certainly over the larger projects, will fall to
Whitehall that will then get a huge number of
projects, all bidding for a limited pot.

Q360 Chairman: You yourself have said that some
of them will be quite large schemes if they are
transport schemes. What ought to be the limit on the
Department’s involvement?
Mr Travers: It seems at the moment, if I can answer
the question cautiously, most projects, other than
the smallest ones, have to be decided centrally. I am
not sure I can provide a cut-oV number of millions
of pounds. What I think would be a better way of
achieving local decision making that tied the cost of
projects to their local benefit and made more of the
decisions locally would be the capacity to decide on
significantly larger projects at the local level than is
currently the case. For example, to take the much
discussed issue of trams and tramways in the major
cities, at the moment inevitably the decisions about
most of the financing of those projects ends up being
made by the Department in London. Historically,
our major cities were able to make decisions like this
in those cities. It would not be beyond the wit of
Government, certainly with Sir Michael Lyons’s
committee sitting, to imagine repatriating decisions
over local taxation in a way that would make it
possible for revenue streams from local taxes or
from fares to be available to make repayments on
debt incurred in funding projects of the kind that we
are discussing.

Q361 Chairman: There is a nod from alongside you.
Would you agree with that?
Professor Potter: This is anticipating the sort of
work that I have been looking at on the way in which
you do have local funding mechanisms existing
elsewhere in the world, and sometime British local
authorities have had actually used the existing
systems to generate local mobility funds. The thrust
of the evidence that I have put forward is that we
have succeeded in encouraging private/public
partnerships of various sorts for the implementation
of transport projects. We do not actually have
what needs to complement that, which are private/
public funding mechanisms. Some countries, the
Netherlands in particular and others, have actually
put together what they call local mobility funds
where there are sources from a number of origins—
it can be local taxation or an equivalent of our
section 106 planning agreement grants, money from
the private sector buying into projects, plus
government grants—and that provides the sort of
flexibility that is probably needed for more
innovative and tailored responses in individual cities
and local situations.

Q362 Clive EVord: This question follows on from
that. What are the advantages and risks in moving
away from grant funding towards raising funds
locally for transport? I am asking that to all three
of you.
Professor Potter: The risks are that very often the
local sources of funds, depending on what methods
of funding you use, can be more erratic; there can be
problems if they are linked to, say, property
development or income from planning permission
because that can vary very much over time; you can
assume you are going to get a good income but in
fact that drops away. The better examples that I
have studied have been where there have been
several sources arranged into a package, a bit like an
insurance portfolio, and so if something over-
performs, then it compensates for something else
under-performing. I think there is quite a nice
example from Hong Kong on the way in which they
use a property portfolio to finance both capital and
revenue costs of the Hong Kong Metro by having a
wide range in their property portfolio. I think you
have to design these mechanisms to minimise risk.
There are some bad examples. We had a problem
with the Docklands Light Rail for the Becton
extension, which was meant to be part-funded out of
increases in property values and that did not occur
because there was a delay in the development against
the costs and of course that would therefore incur
very high interest payments. So you do need to sort
that out. There is a risk element involved in many of
these local funding mechanisms, and you need to
design the mobility fund to minimise and spread that
risk. To some extent, central government funding is
easier and perhaps more reliable and more
manageable.
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Q363 Chairman: And cheaper, of course?
Professor Potter: It can be cheaper, but not
necessarily. You may able to release more funds by
using these local funding mechanisms.
Mr Locke: One of the other issues is that this
encourages local ownership of the scheme. If you are
having to raise the revenues locally for your
particular scheme and you making those decisions
locally and you do not have this ability to go back
and ask for more money if the bids come in higher,
you are forced to do much more work up-front to
make sure that you have the costs right and that you
have the revenues to support that cost, however that
is procured. You are forced to make the decision on
that basis. If you can raise the money locally through
road user charging or a workplace parking levy, or
whatever, and then you want to use that for your
particular transport infrastructure, you have to get
your costs right. If the costs come in higher, you have
your own problem and then it is a local problem and
you have to deal with it. That is the example with
things like trams. If the local authority were to own
the fare box risk and the passengers did not use the
tram, the local authority has to consider how it can
sort out that problem. At the moment, when that is
resting with central government, it is very easy for
local authorities to come back and ask for more
money, if that is an issue. You take that out of the
equation.
Mr Travers: The security of the income sources
would significantly depend inevitably on what those
income sources were. Clearly, sources that were
linked to a particular development or were a levy on
a development would probably by less secure than a
straightforward local tax. The possibility of an add-
on to the business rate has been discussed, and
indeed in the best traditions of these things, that is
already in existence for business improvement
districts, so it is not as if we are doing something
which does not exist. In fact, the yield of business
rate is incredibly predictable from year to year.
Again, if you go down the list of possible taxes that
the Lyons Inquiry might be looking at, some of them
are more predictable than others. Clearly a tourist
tax is less predictable than a tax on plastic bags or the
congestion charge, to pull them out of a hat slightly.
The other thing mentioned by my colleagues is that
fares potentially, as the Mayor of London has
shown, could be used, if they were available in the
other metropolitan or non-metropolitan areas, by
public authorities as a relatively secure income
source to produce a revenue stream to produce the
resources to repay prudential borrowing. It depends
what the income source is but some could be nearly
as secure as Government, and indeed TfL’s bond
rating is not as good as the national government’s
but it is not bad.

Q364 Clive EVord: What sort of schemes are we
talking about here and over how big an area are we
talking about redistributing the non-domestic rate
or any other sort of income? Can you paint a picture
for us what sort of schemes we are looking at or what
we are talking about?

Mr Travers: Personally, at the risk of invading
complicated territory, I would see this for transport
purposes as only being feasible at the city region or
regional level, which is not to say the city region
might not consist of a voluntary collection of
existing metropolitan districts, or in the counties,
counties and districts, to avoid the need for a full-
scale reorganisation of local government. Because
transport infrastructure tends to operate, certainly
the kind that I think by implication we are
discussing, or ought to operate, through an area of
bigger than the boundaries of one local authority in
most cases, it is probably going to be necessary to
have administrative arrangements and resource-
raising powers that cover an area bigger than one
local authority. It would not be true everywhere but
it probably would be true in many places.
Professor Potter: I want to provide an example of
that. The America equivalent of BID was used to
part-finance the BART system for the Bay Area and
also for the Red Line Metro system in Los Angeles.
As Tony was saying, they actually crossed several
local authority areas, so they had to set up a
consortium.
Chairman: Can I stop you before you go any further?
That system certainly crosses boundaries but of
course those were the same boundaries as people
where being asked to pay. In a sense, you were
asking people to contribute to their own system.
What Mr EVord had in mind was something slightly
diVerent.

Q365 Clive EVord: How do you define boundaries?
You talked about the Becton scheme, the extension
of the DLR. For instance, if you were going for a tax
on the benefit in terms of the increase in value of
property, where do you define the line where people
pay and people do not? Is there a model that we
can take?
Professor Potter: There is a model used for business
assessment districts in the United States. They do
use that. They have a model which identified
precisely the properties that are aVected and they
contribute in proportion to the increase in property
value associated with the transport investment.
There is a procedure that is actually used in America
for that. In a way, that is the equivalent of our BID
system. They give it the unfortunate acronym of
BAD. I think it would be better if we did not adopt
that!

Q366 Clive EVord: How do you go about preventing
local revenue-raising powers, whether it is through
property values or taxes, becoming regressive and
socially exclusive?
Professor Potter: That is the sort of issue I have
looked at in the papers that back up this. A major
problem with the American schemes is that the
collection mechanisms tend to be regressive. They
tend to go for consumption taxation; for example
one cent on every bottle of beer you buy in
Birmingham Alabama goes to fund the buses. It is a
hypothecated beer tax, but for poorer people beer is
the larger proportion of their expenditure than for
higher income people. There are diVerent funding
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mechanisms, for example related to road user
charging and fuel duties, which are more progressive
in the collection. The main thing is evaluating the
distributional impacts of the entire system, which is
both the collection and the distribution of the
funds element.

Q367 Mrs Ellman: Mr Travers, you mentioned in
your initial comments the Northern Way project.
Do you see within that a structure for taking
decisions on transport schemes, say for example
trans-Pennine schemes?
Mr Travers: There is absolutely no doubt that the
Northern Way oVers a possibility of dealing with
cross-boundary regional issues in parts of the
country which can easily be seen as either three
regions or one place. You are absolutely right that it
must do. The diYculty is that the Northern Way is
a relatively modest structure and does not have very
much resource. In terms of its capacity to garner
resources and raise money, it is in a weaker position
than, say, Manchester City Council or Liverpool
City Council, simply because they are major
authorities with a council tax base to which, at the
margin turn, they can turn. There is no doubt that
in a country the size of Britain there will always
be a need for a national rail infrastructure and
national public transport infrastructure nationally
determined. Whether we can quite cope with the
clutter of institutions represented by the Northern
Way and the regions and the former metropolitan
counties as PTEs and the metropolitan districts,
personally I think that is probably just perhaps one
level too many.

Q368 Mrs Ellman: Under the proposals that you
have all put forward, how would schemes of that
nature be facilitated? You said that as things are
structured, the Northern Way does not have a direct
resource base, and that is true. Under the ideas that
you have put forward, how would that or could that
be changed?
Mr Travers: I have recently been involved with
Stephen Glaister in producing a small study for the
Local Government Association, which has looked at
using the existing passenger transport authorities
and executives as a way of building out without a
major reform. If those authorities were made more
powerful, more capable of raising their own
resource, I would hope (this may be a forlorn hope)
that those in, as it were, Merseyside, Greater
Manchester, West Yorkshire and South Yorkshire
at least, when they had greater access to resources,
would not purely think in terms of their own internal
needs, but would also turn to the trans-Pennine
needs as well. If they did not, I fear that national
Government or some regional or supra-regional
institution would still be necessary. The problem we
live with in Britain is that lots of places in the north
are in more than one travel-to-work area; as we
know, lots of places sit between Merseyside and
Greater Manchester or between South and West
Yorkshire, or whatever. A clutter of institutions is
inevitable. The trouble is that it is very diYcult to

imagine giving them all the financial power to
deliver. At the moment, few of them have the power
to deliver.

Q369 Mrs Ellman: Underlying the comments that all
of you have made up to now is an assumption that
nothing much can change of any significance unless
there is a major change in financing and the
allocation of financial revenues between local,
regional and national organisations. Would that be
correct? Are you all really saying that no other
changes can be made unless there is that radical
change?
Mr Travers: That would be my personal view, yes.
Professor Potter: I think that is broadly my view but
I have seen some examples in the UK where local
authorities have been able to set up, for example the
sort of thing I was talking about, local mobility
funds by using what existing powers they have and
manipulating them as best as possible. Milton
Keynes where I live actually does this through a
private/public partnership for providing that fund
and hypothecating parking charging and section 106
money into that, and then allocating projects from
that.

Q370 Chairman: We did want to know about that.
How many diVerent sources were there in the Milton
Keynes scheme? Could you give us a rough
breakdown? What was the biggest bit of it and how
many more were there?
Professor Potter: It is parking charges, section 106,
and a contribution through the local transport plan;
ie Central Government funding goes partly into that
as well because the BID is also included within the
local transport plan. My understanding is that those
are the three main sources. This is very approximate
because I do not have the figures here; the parking
income is approximately £1 million a year. The
section 106 comes and goes. It could be up to
£3 million in one year.

Q371 Chairman: It suVers from what we were
discussing earlier.
Professor Potter: Yes, it suVers from the erratic
source. The local transport plan money is regular
and the allocation. There are three sources of income
there. To that is going to be added the roof tax for
the expansion area, which is the £1,200 developer
charge per property, which is to finance all
infrastructure, some of which will then pass over to
transport. That is going to occur in the future. That
is the fourth new local source that is coming in,
largely due to residual powers with Milton Keynes
being a new town. I believe that has been put
through.

Q372 Chairman: That is not necessarily applicable.
Professor Potter: That is not necessarily applicable,
but it can occur. My point was that although
probably to set up schemes like that more generally
would require changes in legislation, it is possible to
disseminate best practice and perhaps encourage
local authorities to follow that example and a more
incremental approach may well be possible.
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Q373 Mrs Ellman: One of the current issues we are
addressing is the £5 million threshold for major
schemes and whether that is correct or not. We have
had diVering evidence on this. We have had local
authorities asking for that to be raised, and the
minister claiming that if that were raised, it would
simply disbar local authorities from getting
additional government grants. Do you think there
has been a misunderstanding about the nature of
these thresholds?
Mr Travers: I would guess that the
misunderstanding probably derived from the fact
that ministers judge (it is diYcult for me to speak for
them) that if they increased the threshold, most local
authorities would probably feel so constrained
on their revenue funding, that is the risk of
capping, that they would not dare risk projects
very big anyway. I suspect that is where
the misunderstanding would lie, unless I am
misunderstanding the question. Does that sound
like a plausible possibility, that most authorities are
so risk-averse because of the risks of capping on their
council tax that any large project seems pretty
daunting?

Q374 Chairman: I am going to stop you there. I
think the point Mrs Ellman was making is that, from
the evidence we took, there is a totally opposed
argument with the local authorities saying in eVect,
“£5 million is not enough, we need more and we need
to be able to do this ourselves”, and Government
saying, “No, this would tip them into a completely
diVerent arrangement”, or do I misspeak?
Mr Locke: One of the issues is that obviously local
authorities would like the freedom to be able to do
their own major schemes up to a higher number,
£10 million or whatever. Then you consider what
happens with all those schemes between £5 million
and £10 million and where the funding would come
for those. If the money saved is then allocated
through a formula, that means that the money is
spread among all 120, or whatever, transport
authorities in England and Wales. That means that
they may all get a little bit but not necessarily enough
for their own particular major scheme. That may be
where there is confusion about what happens with
the money saved. If you move decision making to the
local authority, which is probably what people want
so that they do not have to get individual approval
for quite small schemes, will there be the money to
do the schemes locally?

Q375 Mr Goodwill: Mr Travers, in your opening
comments, you mentioned how the present system
encourages local authorities to come up with
wonderful schemes and submit them. The
impression I seem to get is that the vast majority of
these are turned down. Do we have any evaluation
of the amount of resources and time that have been
wasted by local authorities, like Leeds with their
tram system and similar systems around the
country? Is it the case that doing nothing is going to
result in the perpetuation of this unacceptable
system?

Mr Travers: The honest answer is that I do not have
an answer to that but I have a feeling my colleagues
here may know more. There must have been a
significant investment in several cities in schemes
that they seriously thought were going to go ahead
and which have not, but I am not aware of anybody
adding up all the bidding and equivalent costs.
Mr Locke: I cannot answer in terms of the wasted
cost of developing schemes. One of the key issues is
that this makes it very diYcult for anybody to make
a decision when the costs come in significantly
higher than anticipated. It aVects the whole of the
decision making. In an ideal world, the idea would
be to get to a position where people are asking for the
right amount of money right at the beginning and
the initial decision is made on that basis, and then
the scheme can go ahead, go into procurement and
be developed on the basis of the scheme being
aVordable all the way through the process.

Q376 Chairman: Surely, Mr Locke, it is that formula
that is always used in ministries? I always added in
60% more than I needed so that when the Treasury
knocked oV 30%, I was actually well in.
Mr Locke: That is why the Treasury has developed
optimism bias, which is the new phrase for that
process. If the optimism bias and the tendency for
people to be optimistic in making those assessments
can be encouraged and developed in schemes, then
maybe people will bid for the right amount in the
first place, and hopefully can go through
procurement more smoothly than has been the case
in Hampshire, Leeds and other places.

Q377 Mr Goodwill: I was interested in these
imaginative new ways of raising funds for local
transport schemes. Are they really as equitable as
they may appear at first glance? For example, raising
money from fares obviously helps to pay for a tram
system but it may be that the resultant reduction in
road congestion which helps the motorist is not
being contributed to by the motorist. If you have a
system paid through business rates, you may have a
business that benefits greatly from people travelling
in to shops but maybe another type of business that
has no benefit at all. Are these ways of raising
revenue quite as fair and equitable as may be at first
glance they would appear?
Mr Travers: It would depend what they were. In a
sense, at least they would be a bit more open than the
way the money is raised now, which is of course
through national taxation in a way that nobody
knows about; it is just, as it were, lost in the general
national taxation. There is no link or very little at
present between decisions about local projects and
the resources that are raised to fund them. If the
decisions were made locally more often, then the
public authorities could be lobbied in the way you
have just described: that it is too much to raise from
a congestion charge or road user charge; and it is
unfair to raise so much from fares. This would be a
debate that would take place locally and that would
be a good thing to occur in the context of a decision
about whether a tram or a guided bus-way or
nothing was the most appropriate way forward.
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Professor Potter: In my evidence I grouped these
local mechanisms under three principles of taxation,
one of which is the “beneficiary pays” principle,
which for example is largely behind the French
l’versement employer tax, which is that you tax
employers in central Paris to refurbish the Metro in
central Paris and they will benefit. The second group
is essentially consumption taxation, which is not
redistributed; in fact it is probably quite a negative
form of taxation used quite commonly in the United
States where you are basically looking for a useful
and reliable funding source of revenue. The third
group is the “polluter pays”, which is designed in
itself to be redistributed, to redistribute money from
polluters to those who do not pollute, from perhaps
car users to public transport users. The net
redistributive eVective that you have is very much
about where the mechanisms fall within those three
groups. The diYculty is that only some of those are
able to raise suYcient funds to finance larger
projects, and so quite often you end up with a
mixture of all three of those.

Q378 Mr Goodwill: Would this not result in the
situation that cities like SheYeld, that has its tram or
Newcastle its Metro, and that have been financed
generally through general taxation, would be at a
real advantage compared to other cities that wanted
to finance similar schemes? As an investor, I would
see the rates being lower in Newcastle or SheYeld
than the equivalent charges that would have to be
levied in a town that did not have a scheme. Are we
not introducing a cut-oV point before which people
have had a fairly free ride on the taxpayer and, after
that, it is the local polluter or the local user that
pays?
Professor Potter: If you introduce any new scheme
with diVerent rules, then you are going to have
distributional eVects occurring anyway. If the
scheme at the moment is that you get no tram at all
because the rules have changed, then I would argue
that perhaps the eVects are even worse.

Q379 Graham Stringer: To Professor Travers, you
have said that PTAs are an ideal starting point or
building block for city regional infrastructure. How
important would increasing the democratic input to
those bodies be in their success, do you think?
Mr Travers: There is no question that the
government arrangements for existing PTEs or
PTAs would need to be strengthened if they were to
have the political credibility for the Government to
imagine giving them the greater powers and the
potential capacity to raise resources, which in our
view would be necessary. I think the governance
arrangements would need to be strengthened. We
proposed in the paper I referred to that in the first
instance the leaders of the existing metropolitan
districts ought to become, in my term, a senate of the
leaders. I know that in Greater Manchester there has
always been an arrangement, but it would be to give
that leadership group greater power and authority,
not necessarily only over transport but to use it as
the basis of greater political authority.

Q380 Graham Stringer: But no extra involvement of
the electorate in this process?
Mr Travers: To be absolutely honest, and you will
appreciate this, we were trying to go for a relatively
modest and evolutionary proposal. As I am sure you
are aware, there are others, including, it is alleged in
Government, who would like to go for city regional
mayors or other much more revolutionary
proposals. I think we took the view that that would
be taking on too many dragons or too many fights in
one go and we would stop with the modest proposal
of a more powerful group of metropolitan district
leaders.

Q381 Graham Stringer: Can I ask about TIF
(Transport Innovation Fund)? Does TIF fit in easily
with the local transport plans because its objectives
are fundamentally about the national economy and
the local transport plans? Their main objectives are:
accessibility, congestion, reducing pollution. The
economy and regeneration are excluded from that.
Do any of you think TIF funding will lead to
contradictory results from the local transport plans?
Mr Travers: The Transport Innovation Fund is,
without doubt, a nationally originated pot of
resource, which inevitably carries national
expectations with it. However, one would hope that
if it was possible to strengthen local transport
governance and powers, then possibly a government
would be willing to skew the use of TIF in order to
encourage that local decision-making and use of
resources in a way that, to put it bluntly, when
Transport for London was created in London, it was
given very substantial resources in its early years.
Can I say that whatever the original purpose is for
TIF, a good use for it might be to encourage this
kind of local responsibility for transport, whatever
the original objectives were. Forgive me if that is not
a proper answer to your question.

Q382 Graham Stringer: You said previously, and I
understand this, that you could not sum the abortive
costs on the diVerent tram schemes. I think we might
almost be able to do that in this committee; we have
had the various witnesses before us. Can I approach
a similar question: do you have any way of assessing
or is there any word on the assessment of the costs
of Central Government involvement in all these
relatively small transport schemes? If you took
Central Government out, would there be more
money left to put into putting in crossings or guided
bus-ways, or whatever? Is there a real cost and can
we quantify it?
Mr Travers: At the risk of an unhelpful answer, there
must be a cost at the centre. I have no doubt Central
Government would say that if it is very modest and
tightly drawn, it is millions rather than hundreds of
millions of pounds. The honest answer is that I do
not know what the cost would be in central
resources. The greater cost would be borne back in
the cities concerned, which I know is not the
question you are asking, not only in terms of the
costs that they and the consultants invest and
companies involved in these schemes, but also in
terms of damaging the potential for growth of the
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cities concerned and (I do not need to make this
point) the disappointment that comes with these
things never getting oV the ground.

Q383 Chairman: There are several major
conurbations in northern Germany that touch on
one another rather more extensively than there are
in northern England, but they collaborate in
developing networks of suburban rail and tram
schemes, which run across administrative
boundaries. Is that a model for us, do you think? Is
it suYciently democratic? Do we know about the
tarifbunden?
Professor Potter: I will just improvise on this one. I
have not come particularly prepared for this. The
thought that comes into my mind is that Germany
has a formal federal system, as does the United
States. In fact, the problem that we have in the
United Kingdom is that we do not have a federal
system and we do not aspire really to a federal
system. Thus, we have a multitude of institutions
that are very often overlapping in responsibilities,
overlapping in geographical areas. To some extent,
I think it does work better in northern Germany. I
think that is because there is this formal federal
system where there are clearly devolved
responsibilities. Perhaps that is the key to the way it
does work and provides a clear role for those local
authorities and a clear devolved role where they do
have devolved responsibilities, without too much
federal checking up on them all the time. We are a
bit stuck between those two models.

Q384 Mr Leech: Local authorities tell us that one of
the main barriers to improving local transport is that
we do not have control of rail services and buses.
Would you go along with that?
Professor Potter: The one local authority that does
is of course London, which has control certainly
over the bus services and over the tube in a
somewhat restricted manner. That is where you can
introduce very much more integrated ticketing
products, and you can have greater control over the
quality of services. For the rest of the UK of course,
talking about the buses in the first instance, you have
the deregulated bus system, excluding London and
Northern Ireland. Certainly from the work that I
have done, I can see there have been some diYculties
of getting enough of an improvement out of quality
bus partnerships when you cannot have much
control over the fares and over the services that the
private operators provide. There are two levels of
this, one of which is about where you enter into
partnership agreements with private bus operators.
They are often very worried about free-loaders and
you very often get other operators not joining in, not
committing resources, because they feel they can use
the infrastructure and free-load. At one level you
could incrementally improve the current system,
assuming private operators. There is then quite a
large jump to when you move towards a more
franchised type system.
Chairman: I am going to stop you there and be
tougher with you. I need sharper answers from our
witnesses and sharper questions, too.

Q385 Clive EVord: Can I ask Mr Locke: why do you
think there is £700 million of private finance
initiative money unallocated? Do you think that
indicates that PFI has its limitations in public
transport?
Mr Locke: Certainly not; I think PFI in transport
has been very successful. If you look at the highways
managements scheme in Portsmouth, at the
Nottingham tram, the street lighting schemes that
have been delivered, those are big success stories. We
get very good feedback from the individual local
authorities that have delivered those. Obviously
there is a decision-making process that people have
to go through and certainly, if we could start to
spend the money as quickly and smoothly as
possible, we could get more out of the PFI funding
that is available, if the right schemes are chosen. It
is important for transport and transport authorities
that that money is spent, because that will have an
impact on Spending Review 2007 and the allocations
that are made by the Chancellor through that
process. It is important that the allocations sought
by the Department on behalf of local government
are spent on a timely basis and are then fed into
future Spending Review decisions.

Q386 Clive EVord: There are currently three areas
into which the Government allocates resources for
PFI: major schemes, street lighting and highways
management. Would you advocate that there should
be more areas where PFI could be applied?
Mr Locke: I think the major schemes cover a whole
multitude of schemes. That includes new road
schemes, things like the Doncaster Interchange,
integrated transport projects and light rail schemes
like Nottingham and potentially it includes guided
bus schemes. We are working with various guided
bus schemes that may ultimately develop into more
of a PFI approach where you have very much a
performance-related payment. I think that does
include not quite all of the rest but a large chunk of
other types of projects. Then you have highways
management projects and street lighting projects,
which sit as individual programmes within the total
PFI programme in the Department for Transport.

Q387 Clive EVord: The Nottingham Express Scheme
is the only PFI that currently is in existence. Why are
there not more?
Mr Locke: I do not really know. Obviously other
local authorities have chosen to develop their
schemes and procure their schemes in other ways.
We have not had any other light rail schemes
completed since Nottingham. Nottingham is
extremely successful; it is doing really well and they
have two years of operations now. The passenger
numbers are very good; they are in line if not
exceeding expectations. One of the big advantages of
using PFI, so long as you can get a sensible risk
allocation as part of the process, is that you tie in the
operator to deliver the service, and the local
authority has that tie-in, that obligation, from the
service provider to provide things outside the pure
fare box. This probably goes back to the earlier
question from one of your colleagues, in that many
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large infrastructure projects will always require
some form of public subsidy, whether you pay that
through a PFI arrangement or through staged grant
payments. By doing it through PFI, you can pay for
performance; in Nottingham, you pay for
punctuality, reliability and safety, CCTV and
cleanliness of the stations, and you pay for the
wider benefits. Nottingham City Council and
Nottinghamshire County Council have that ability
to encourage that all the way through the 25-year life
of the contract.

Q388 Clive EVord: You have said PFI has brought
benefits that normal conventional procurement
processes could not. What exactly do you mean by
that?
Mr Locke: The major benefit of PFI in light rail is
the payment for performance, so that you have that
ability to continue to pay for things that are outside
of the fare box, like cleanliness of the trams and of
the stations, which may not purely be a commercial
decision. So long as the fare box is there, then
Nottingham has those wider benefits. You also have
the whole service approach and the due diligence
that comes from somebody taking that risk for 25
years, because they really do have to do their work
on making sure that the passenger numbers are
sustainable through that term of the contract.

Q389 Clive EVord: Do PFIs go through the same
value-for-money tests that are carried out by the
Department for Transport?
Mr Locke: Yes, every single transport scheme that is
procured through PFI has to complete an appraisal
summary table and secure a suitable benefit/cost
ratio, whether that is a street lighting scheme, a
highways management scheme or a major scheme.
Certainly, Nottingham Tram had to go through the
same appraisal process as any other transport
scheme.

Q390 Mr Leech: I think I remember you saying that
PFI schemes are good if you pick the right schemes.
Could you elaborate on what you would consider to
be a right scheme and what would be a wrong
scheme for PFI?
Mr Locke: Transport schemes appear to have done
extremely well compared to many other sectors.
Obviously the Treasury has moved the limit to
£20 million for smaller schemes. I was probably
alluding to those schemes in other sectors that are
relatively small. In transport, street lighting has been
extremely successful. The highways management
scheme in Portsmouth is doing extremely well. It
probably is a case of looking at individual schemes
that are outside the norm on a scheme-by-scheme
basis.

Q391 Mrs Ellman: Is there a problem about the
supply of well-trained transport planners? Is that an
area where the Department should be doing more to
encourage more people or encourage training? Is
there an issue there?

Professor Potter: I am aware of this. I think this is
the changing nature of the transport planning
profession because we are moving more from a
profession based around spreading concrete on the
ground to one which is linked to, say, marketing
skills and persuasion skills and exalting people to
green their travel behaviour. You are now moving to
embrace social science type skills. I think that is the
crucial element that is occurring about the new skills
being required.

Q392 Chairman: It would be helpful if we could we
see that in some of the train operating companies?
Professor Potter: That is very true. I am involved
with the Transport Planning Society and with
Transport for London in developing new training
courses. There is a skills gap, but there is also a
training gap. New qualifications are beginning to
emerge but they are just starting to follow the shift
in the transport planning profession.

Q393 Mrs Ellman: Do you have any views on
the current workings by regional government
oYcers in relation to transport issues, for example,
in assessing priorities, giving advice and making
recommendations?
Mr Travers: This was probably implied by what I
was saying earlier. The Government, has, for good
reasons, created a number of diVerent levels of
operation for transport—district, in the case of the
metropolitan areas; county; then the region; and
then the supra-region. On a number of occasions,
there is a sense in local government, and not only
there, that perhaps government regional oYces
might be not exactly surplus to requirement but at
the far edge of requirement and that very often, and
not only in transport to be fair to them, there is a lot
of double-checking of things that could either be
done by Whitehall or do not need double-checking,
or there are regulators, or whatever. As a generality,
I think the regional oYces are here to stay. I come
back to the point I made earlier that perhaps we have
slightly too much government, too many layers, too
many levels and institutions, particularly in the
regions.

Q394 Mrs Ellman: Do you think that they should
relate more closely to the existing regional
assemblies?
Mr Travers: Certainly, having regional assemblies
and RDAs (regional development agencies) and
government regional oYces operating with modest
budgets within each region and then the Northern
Way as well is too much. It is just too much clutter
and diYcult to understand.

Q395 Chairman: You told us that earlier, and we
agree with you, but we need to know what the
alternatives are?
Mr Travers: The alternative would be to fuse the
roles of the assembly and the government regional
oYce where that can be done. Presumably if there
are resources allocated by the regional oYce, it is
diYcult to see why that could not be done by the
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assembly if the assembly is going to continue to exist.
If not, the powers could go the other way. Why
have both?

Q396 Mrs Ellman: Which of the current ideas on
local taxation do you think are most likely to be
taken up and be eVective here?
Mr Travers: It is diYcult to second-guess Sir
Michael Lyons. Yesterday it was a tax on litter,
according to the press. It is unlikely, given the
constraints under which we all operate, that a major
reform of local government finance is going to occur.
I might be wrong. Therefore, the opportunities for
the creation of smaller revenues of the kind that have
been discussed earlier today to do with congestion
charging, tourist taxes, green taxes, add-ons to the
business rate, therefore become slightly more likely.
From transport’s point of view, and certainly from
transport infrastructure funding’s point of view,
may be an accidental benefit of the diYculty because
those taxes could be seen as a way of underpinning
revenue flows to underpin capital projects, which
would be more appealing to the Treasury perhaps
than general funding for local government.

Q397 Chairman: Is not the problem that regional
oYces are regarded as gatekeepers rather than
facilitators?
Mr Travers: Regional oYces try to be seen in two
ways. They like to be seen as Government’s voice
downwards, but also the region’s voice.

Q398 Chairman: You are saying that you should
fuse these two bodies. That is the point we are
making. I think the diYculty is that instead of being
a facilitator for what the local authorities want in
terms of transport schemes and looking at it on a
diVerent basis, is it not true that they are regarded as
the representatives of the departments in the regions
with a responsibility to make sure not too much
goes astray?
Mr Travers: The diYculty is that any big decision
will always go back to headquarters. In the end, any
major decision will always go to London or to the
Treasury.

Q399 Chairman: The other thing that worries a lot
of us, frankly, if we have these city states, is whether
the emphasis, because they must after all have a
representative involvement, will be on equal
distribution, or will there be a degree of enlightened
dictatorship? For example, a city state that
encompasses Manchester at the top end and Crewe
at the bottom end—I am not an imaginative
woman—does seem to me might be mildly unequal.
Mr Locke: That certainly is the concern of some
authorities outside the main cities: will they get their
fair share of any allocation that is made within a city
region? You could argue that the city region may
have a greater need than some of the other
authorities within the wider region, but it is
important that there is equal distribution.

Q400 Chairman: Mr Travers says that Transport for
London is odd because it has virtually no local tax
contribution to public transport costs. Are we saying
they need those powers?
Mr Travers: Personally, I think it would be better if
Transport for London and other sub-city regional or
regional transport authorities did have such powers.
Then they could make decisions about these matters
there, and not have them all made in London.

Q401 Chairman: You have suggested that the
passenger transport authorities would be a good
basis, and you have repeated that this afternoon.
What democratic mandate have they got?
Mr Travers: They would have no less a democratic
mandate than they have now.

Q402 Chairman: That is not quite what I asked you,
Mr Travers.
Mr Travers: But it would be enhanced by the fact
that we would have strengthened the leadership
arrangements, so that the leaders of the existing
authorities—and possibly others which would wish
to join them, if Crewe and Nantwich did decide to
join Greater Manchester or whichever it chose to
join—presumably would have one voice with the
other leaders.

Q403 Chairman: You have emphasised all through
your remarks that in fact they should have strong
leadership and they should be the leaders of the
councils, although you have not said how someone
who is leader of a council would find time to devote
enough time to these overall planning eVorts. What
changes in governance are you suggesting? Are you
suggesting that we “evolve towards a system of
regional government” simply by beginning to vest
more and more powers in these authorities through
their existing elected members?
Mr Travers: To be absolutely honest, Chairman, we
were trying to achieve something that the
Government itself appeared to be trying to do—city
regional government strengthening transport’s
government—but without having a full-scale
reorganisation of local government. We were trying
to be radical whilst evolutionary, if I can be
contradictory.

Q404 Chairman: That is very New Labour, Mr
Travers.
Mr Travers: I am sorry to come here and say that.
That is why we came up with building out from the
existing PTAs. You are right, that for the existing
leaders, it would be a major commitment and one
possibility is that they could appoint a board to run
the PTA, in the way the Mayor of London can
appoint a Transport Board to run Transport for
London.

Q405 Chairman: To be fair, what has happened with
Transport for London is something of which most of
us would approve. The reality is that large sums of
money have been passed into the south-east region
and to Transport for London, and they have been
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given carte blanche. Many of our authorities would
welcome that combination of money and freedom of
movement.
Mr Travers: May I say that one of the purposes of
building out from the PTAs was to try to bring the
advantages of the London model to the other big
cities as a stepping stone. With luck, if the
Government was convinced of this, they would give
those authorities some resource in the way, I
absolutely agree with you, they did spend a lot of
money on Transport for London and they are still
doing so.

Q406 Chairman: Finally, can economic
development and productivity be amongst the
national shared priorities for local transport plans?
Mr Travers: I believe so, yes.

Q407 Chairman: What are the types of large, local
transport schemes that have the biggest impact on
the economic regeneration of an area? Trams?

Supplementary memorandum submitted by Professor Stephen Potter

Scope

The Select Committee requested a supplementary memorandum to my previous evidence providing more
details regarding the “Milton Keynes mobility fund, in terms of the diVerent funding streams and quantities
from each”. This has required a clarification of the situation in Milton Keynes and additional data
gathering. Having undertaken this additional research, I need to correct some points I made verbally to the
Committee. In particularly I was mistaken in thinking that the Milton Keynes expansion area tariV funding
mechanism was under residual New Town Act powers. This is under normal powers through section 106 of
the Town and Country Planning Act, but operated in an innovative way. I have therefore included this in
the evidence that follows.

Innovative Organisation to Innovate in Funding

In my original evidence and in the discussion with the Select Committee, I advocated the use of a
“Mobility Fund” for local authorities. This would be a single fund for transport capital and revenue
expenditure that draws upon multiple local funding mechanisms. This would help overcome the problem
of irregular income that is so often a characteristic of such funding sources.

Under UK legislation this is virtually impossible as revenue sources have constraints on what sorts of
projects they can finance (eg revenue from LA public car parking is limited to defined categories under the
Highways Act). Milton Keynes provides a fruitful case study. This is because: (a) it faces particular financial
pressures and diYculties in being a major growth area requiring substantial new transport investment, and
(b) it has developed an organisational structure to promoting projects co-ordinating funding sources.
Because legislation in the UK does not permit funding sources to be pooled in a “Mobility Fund”, Milton
Keynes has tried as far as possible to have an integrated Mobilty Fund-type approach, while, for legal
reasons, keeping separate the various funding mechanisms. This is the organisational innovation that
provides a much more integrated transport planning approach than is usual. Even so, there still remain
problems of vulnerability of projects under mutiple funding and diYculties of government aligning its
spending programmes to this structure and the growth agenda that it serves. Without going into detail,
transport programmes, while still under the LTP process, involve a partnership approach between Milton
Keynes Council and key stakeholders, particularly English Partnerships (who own most development land
in the area) and business interests through MK Economic Partnership. The partners bring some of their own
funding sources for transport projects and co-ordinate bids to government and other sources.

Capital Funding

For capital funding, the majority of the money comes from conventional sources (although as noted
below, for major new projects related to the growth of Milton Keynes, the developer tariV mechanism is set
to play a major part), but other sources of income permit total planned transport capital expenditure to be
16% above the LTP settlement of £3.668 million for 2005–06.

Mr Locke: Trams certainly, and that is evidenced by
a whole range of tram schemes, whether it is
Manchester or Nottingham. The Doncaster
Interchange is a good example of a regeneration
scheme that was initiated through a transport
interchange, which was a small element of the final
scheme.

Q408 Chairman: Are you saying that there is no
specific specialist group, but just that which is
desirable from the point of view of that particular
area?
Mr Locke: I think so. Transport has to be seen in a
much wider context. It is not just necessarily
transport; it is regeneration, social inclusion, travel
to work, school and health facilities. It has major
benefits.
Chairman: Mr Locke, on the enunciation of that
manifesto, with which most of us would agree, may
I thank you all for coming. It has been very helpful.
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Sources of Capital Funding for Transport in Milton Keynes 2005–06

(Source: Milton Keynes LTP http://www.mkweb.co.uk/transport/)

Source of funding 2005–06

MKC capital resources £4,259,000
Planning Delivery Grant £168,000
English Partnerships £144,000
Town and parish councils £56,000 £505,000
Planning obligations from development £95,000
Other third party funding £42,000
Total £4,764,000

The other sources of funding for integrated transport are from:

— Parish and town councils;

— Planning obligations;

— Thames Valley Safer Roads Partnership (TVSRP);

— English Partnerships/Milton Keynes Partnership; and

— Other grants eg South East England Development Agency (SEEDA).

Revenue Funding

The use of local funding mechanisms in Milton Keynes has particularly applied to the revenue
programme. This addresses the issue that “smarter” transport policy measures predominantly require
revenue funding. The revenue budget for 2005–06 was £10.5 million.

Sources of Revenue Funding for Transport in Milton Keynes 2005–06

(Source: Milton Keynes LTP http://www.mkweb.co.uk/transport/)

2004–05 2005–06
Out-turn Planned

Block £0.0 millions £0.0 millions

Integrated Transport £4.0 £4.0
Maintenance £5.5 £6.5
Total £9.5 £10.5

Sources used are:

— Government Revenue Support Grant;

— Central Milton Keynes parking income; and

— Other Government funding eg Rural Bus Subsidy Grant.

Gross parking income in Central Milton Keynes is approximately £8 million per annum, out of which car
parking management and maintenance costs are also paid. Section 106 payments in Central Milton Keynes
take the form of a developer tariV, which provides a clearer source of income than individually negotiated
Section 106 agreements. However, the anticipated income of £20–£25 million is consequently developer led
and will depend on the rate and nature of developer investments over the next five to seven years.

These income sources are used to fund transport innovations such as the area Travel Plan and car sharing
service and other sustainable transport initiatives, as well as some capital improvements to public transport
infrastructure.

The Milton Keynes Developer Tariff

The tariV approach to developer contributions that was begun in Central Milton Keynes been developed
to address the funding need for the expansion areas. This again uses the partnership approach to integrate
transport planning and funding sources. Since its establishment as the Local Delivery Vehicle in June 2004
Milton Keynes Partnership Committee (MKPC) has overseen a programme of activities to ensure the future
growth requirements of Milton Keynes are met. This has included creating methods to prioritise and fund
a wide range of infrastructure needs, including transport infrastructure.

In 2005 the Government approved the tariV approach to funding the delivery of infrastructure related to
development in the expansion areas of Milton Keynes. Developers will pay a fixed tariV for every dwelling,
or hectare of employment land, developed, which will be pooled and used to fund strategic highways
improvements, public transport improvements (and other investment). This will be blended into other
funding sources and approval processes (such as the Local Transport Plan) as there are no clear boundary
lines to the transport needs of new and existing population.
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Milton Keynes Transport Partnerships Structure

Milton Keynes Local
Strategic Partnership

Milton Keynes Transport
Partnership Executive

Task Group Task Group Task GroupTask Group

Transport Partnership
Stakeholder Group

Milton Keynes Council

MKC Transport Delivery
Team

Milton Keynes
Partnership

Joint Transport
Delivery Team

Joint Delivery Teams have already been established to manage the Delivery Plan-based programme of
work and are helping to establish strong partnership working. These four teams cover, transport, housing,
the balance of all community infrastructure needs and utility network provision. The Joint Transport
Delivery Team (JTDT) includes permanent representation from the Highways Agency, and both Network
Rail and the Department for Transport.

The tariV approach cannot replace central government’s responsibilities to recognise strategic transport
needs (such as re-opening the East-West Rail corridor through Milton Keynes). Also the blending of the
tariV into grant bids requires understanding from government bodies. It has been necessary to be
exceptionally clear about the scope of bids for Community Infrastructure Funding (CIF) and Growth Area
Funding, Round 2 (GAF2) bids. Four such bids were in fact successful but the total package of
infrastructure triggered by these bids is much greater because other funding sources integrated into larger
and more comprehensive solutions. This raises issues about the danger of, rather than rewarding local
authority partnerships for developing innovative funding sources, the bidding system can lead to them being
penalised.

It is notable that a developer tariV mechanism is being seriously explored through multi-partner funding
(Oxford-Aylesbury-Bedford area) for the re-opening of the western section of the East-West rail corridor.

Conclusions

The situation in Milton Keynes demonstrates the potential of blending local funding mechanisms. The
partnership working allows a virtual pooling of funding sources, but there remain problems. One is that this
is not a “normal” funding system and so tailoring it to fit in with grant applications and approval processes
can be diYcult. The structures and systems at best tolerate innovative partnership funding rather than
rewarding and encouraging them.

A second major point is that there do remain uncertainties over income flow and timing with such funding
sources, despite the Milton Keynes pooling partnership approach. It would be useful to undertake further
research to explore what legal/administrative structure might better support the wider use of such
mechanisms.
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Memorandum submitted by Sir Michael Lyons, Lyons Inquiry into Local Government

May I first of all thank you and the members of the Transport Select Committee for inviting me to give
evidence on my Inquiry into local government.

I was commissioned in July 2004 by the Chancellor and Deputy Prime Minister to consider the case for
changes to the present system of local government funding in England and to make recommendations for
any necessary changes.

My remit was subsequently extended, in September 2005, to cover the role and function of local
government, with particular reference to the strategic role of local government, the role of devolution and
decentralisation and the management of pressures on local services.

I will make my final recommendations to Ministers in December 2006. The Inquiry’s full terms of
reference are attached in Annex A.

Summary

To date I have published two reports on my work:

— an Interim Report and Consultation Document (published December 2005); and

— National prosperity, local choice and civic engagement: a new partnership between central and local
government for the 21st century (published May 2006).

In particular the second report lays the foundations of my thinking on what local government is for, and
how it should perform its duties and be assessed on that performance. Key to this are the benefits of local
choice in delivering public services, and place shaping.

Transport planning and delivery is an essential component of local place shaping, contributing to
economic development and the broader well-being of local communities.

Work to Date

My two reports cover issues about role and function, and about the funding of local government. These
reports are summarised below.

National prosperity, local choice and civic engagement: a new partnership between central and local government
for the 21st century (published May 2006)

The benefit of local choice in delivering public services

An eVective system of local government is essential to the promotion of general national interest, both in
the provision of public services and in terms of the wider promotion of well-being, prosperity and
competitiveness.

A range of factors have contributed to ever-stronger concerns about “postcode lotteries” and an apparent
desire for the same services, and levels of service, to be delivered in all areas. However since people’s
preferences and needs, and the costs of delivering services, vary between areas, then the best way of spending
limited resources will be diVerent in diVerent places.

I do not believe that the current system makes full use of the benefits that local government can bring to
bear on public services and decision-making. The scale and complexity of national targets and inspection
require the vast majority of local government’s resources to be used to deliver nationally defined priorities.
This can “crowd out” local action to meet local needs and priorities, and restrict the space local government
has to undertake place-shaping. I would argue that this “crowding out” inhibits our ability to get the most
from local flexibility and variation to a greater extent than a lack of formal devolution of powers and
responsibilities. It also contributes to a situation in which councils tend to focus their attention and eVorts
on influencing central government grant decisions, rather than engaging with local people and local
challenges and opportunities.
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Resolving so many of the choices about public services at the national level is expensive, as it rules out
local trade oVs within and between services, and increases the pressure for services in all areas to be resourced
to the level of the highest. Local government is well-placed to maximise the value of public services through
public engagement and co-production. It should also, in my view, have a greater role in managing pressures
and expectations locally, to achieve a better balance between what people expect to be provided publicly,
and the resources available.

I am therefore of the opinion that there would be a number of benefits to greater devolution, which are
in the national interest and to the benefit of individual citizens, including:

— a more eYcient allocation of resources between and within services;

— greater value obtained from local public services;

— enhanced delivery of a smaller set of national priorities;

— potential benefits from enhanced innovation; and

— greater public trust in the system of local and national government as a whole.

Place-shaping

I also think there is a wider role for local government as the voice of a whole community and as an agent
of place, a role I describe as “place-shaping”, which includes:

— building and shaping local identity;

— representing the community;

— regulating harmful and disruptive behaviours;

— maintaining the cohesiveness of the community;

— helping to resolve disagreements;

— working to make the local economy more successful;

— understanding local needs and preferences and making sure that the right services are provided to
local people; and

— working with other bodies to respond to complex challenges.

Place-shaping will mean diVerent things in diVerent places, at diVerent times and at diVerent spatial scales.
There is no one level at which it is best conducted, and examples can be found at all the diVerent levels and
tiers of local government.

My description of place-shaping reflects my view that the ultimate purpose of local government should
be to take responsibility for the well-being of an area and its communities, reflecting its distinctive identity,
and promoting its interests and future prosperity. It involves a focus on developing the economic, social and
environmental well-being of the local community and the local area.

To achieve the benefits of devolution and to enable local authorities to undertake their role as place-
shapers I think that a programme of reforms is needed. In particular, there needs to be:

— greater clarity about the roles of central and local government;

— greater formal recognition of local government’s role in place-shaping and “convening” across
local public services; and

— a recognition from local government that it must do more to improve its capability to develop its
place-shaping and convening role.

Interim Report and Consultation Document (published December 2005)

I have not yet made recommendations or come to conclusions on funding and taxation issues. The Interim
Report highlights a range of issues which I am considering on finance including:

— Council tax revaluation and fairness.

— Local income tax.

— Business rates.

— Other proposed taxes and charges including land taxes, tourist related taxes, road user charging
and user charging for services.

I also have an interest in the equalisation system and the inevitable trade-oVs made within that system. I
am exploring the incentives, or lack of them, that the current funding system creates.
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Some Initial Thoughts on Transport

In your letter inviting me to give evidence to your Inquiry, you asked me to consider the following
questions:

— How decisions over transport priorities, and funding for individual (major) schemes, should be
allocated between the national, regional and local level. Whether local authorities currently have
suYcient discretion over transport planning and funding.

— What role there should be for central government to oversee and co-ordinate transport planning.
What should be the limits to its involvement in setting priorities and approving individual
transport schemes (such as light rail).

— Whether, and how, capital and revenue funding for transport can be better balanced.

— What powers local authorities or Passenger Transport Authorities should have to raise revenue
streams to help implement improved local transport services and infrastructure. Which of the
methods used abroad, and the innovative means being discussed would be appropriate for
transport.

— Whether the Passenger Transport Authorities have the powers, remit and funding they need to
deliver transport improvements in the metropolitan areas.

— How the city-regions model would aVect transport planning and funding decisions, and what the
impacts would be on other transport authorities.

— How Local Transport Plans fit into the “place shaping” role of local government.

The Committee should note that I have not been asked to undertake detailed analysis of particular
services or functions of local government. However, from my work to date I think the following issues are
particularly relevant to the Committee’s work.

In my latest report, National prosperity, local choice and civic engagement, I argue that we need to
consider in detail the appropriate spatial level at which services and activities should be controlled or
delivered. The report sets out a series of criteria against which diVerent services and functions should be
assessed in order to help guide such decisions. These criteria suggest that services and functions are more
appropriately decided at a local level where:

— there is local variation in needs, preferences and costs of provision;

— the benefits and costs are felt by local people;

— outcomes require engagement with individuals and there is the potential for “co-production”;

— synergies and economies of scope mean there are benefits from local joining-up;

— there are limited economies of scale; and

— there are potential advantages from innovation or experimentation.

DiVerent aspects of transport provision and regulation will need to be considered diVerently. Central
government has a legitimate interest in many transport issues where these impact on other communities,
and/or have implications for the UK’s international competitiveness and obligations, for example in relation
to climate change.

However, many transport issues, particularly those to do with integrating transport provision, addressing
local accessibility and linking transport provision with wider economic strategies are likely to require
significant local input to ensure they meet the needs of the local community. It is important that there is
appropriate space for local authorities to act as place-shapers, and to choose and shape provision according
to the preferences and priorities of their local communities. I would be interested in discussing the issues
around parking charges with you in this context.

Though my remit does not cover organisational or structural issues about local government, there is a
need to consider how local authorities deal with issues that have implications for their neighbours. For
example, according to figures from the 2001 Census, 40% of the working population move across at least
one local authority boundary to go to work. In my report, I emphasise the importance of building coalitions
with neighbouring authorities, central government and other partners, in order to address these challenges.

City regions (and regional governance in general) raise many questions, although there are already
encouraging signs of progress in the partnerships that already exist or are being developed between
authorities in the major urban areas of this country. For many services there is an open question as to
whether local authorities can voluntarily collaborate eVectively to undertake joint action, or whether
changes to structure and governance—such as the introduction of new powers at the city region level or city
region mayors—are needed.

I also argue in the report that local economic prosperity, jobs and investment make an essential
contribution to the well-being of individuals, and to the vitality of a community. The evidence I have
gathered to date demonstrates that many local authorities recognise the importance of well thought out
transport solutions as an integral part of economic development and regeneration.
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Infrastructure investments are often central to enabling and supporting economic growth and boosting
the competitiveness of businesses—a point made strongly by the business community in their submissions
to my Inquiry. Businesses and their representative organisations thus put considerable eVort into making
the case for such investments, particularly in transport projects such as railways, trams, roads and airports.
These projects are often recognised as being of value to both the local and national economy, but local
councils, even where they have the support of the business community, do not have the necessary levers to
make them a reality.

There is, for example, a debate in London about how transport improvements such as the East London
Line Extension, CrossRail, and a range of other projects are funded given the limits of the financial
discretion available to the Greater London Authority. This debate has developed suYciently to involve open
discussion of whether and how businesses might contribute to the cost, for example through an additional
levy on business rates in London, or taxing the increased value of buildings near CrossRail stations.

The development of economic well-being is also an important role for local government outside cities,
including in rural areas. There are great economic challenges in rural and smaller urban areas which local
authorities and their partners are seeking to address in diVerent ways. Strategic transport investments, for
instance, can be critical to development in these areas.

These questions, and others, increase the importance of finding ways to manage pressures and
expectations—for instance pressure to use public funds to pay for infrastructure improvements—more
eVectively in light of local priorities. In my report I outlined three actions that could be taken to improve
accountability and engagement, which are central elements for managing pressures and expectations:
developing and clarifying the role of the councillor; considering neighbourhood and parish arrangements;
and reviewing local authority practice in public engagement.

The issue of whether local authorities should have powers and flexibility to raise additional local revenue
is particularly important when considering the funding of investment and infrastructure projects. Over the
course of the next six months my Inquiry will be focussing on funding arrangements for local government,
which I intend fully to address in my final report to Ministers in December.

Conclusions

Throughout my Inquiry into local government, I have been keen to develop a robust analysis of what
local government is for, how local government should deliver services and broader functions, and how local
government should be funded. Local transport is a clear part of the foundation on which local government
is built, but cannot be considered separately from the wider requirements of local place shaping, well-being
and economic development.

22 June 2006

Annex A

TERMS OF REFERENCE

Funding

The Inquiry will:

— consider, in the light of the report by the Balance of Funding review, the detailed case for changes
to the present system of local government funding;

— make recommendations on any changes that are necessary and how to implement them; and

— take evidence from stakeholders.

In particular, the Inquiry will:

— make recommendations on how best to reform council tax, taking into account the forthcoming
revaluation of domestic property;

— assess the case both for providing local authorities with increased flexibility to raise additional
revenue and for making a significant shift in the current balance of funding;

— conduct thorough analysis of options other than council tax for local authorities to raise
supplementary revenue, including local income tax, reform of non-domestic rates and other
possible local taxes and charges, as well as the possible combination of such options; and

— consider the implications for the financing of possible elected regional assemblies.

The Inquiry will also consider, as appropriate, any implications that its recommendations have for other
parts of the United Kingdom.

Role and Function

The Deputy Prime Minister and the Chancellor of the Exchequer have agreed with Sir Michael Lyons
that he will extend his work so that he can consider issues relating to the functions of local government and
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its future role, as well as, and prior to, making recommendations on local government funding. His work
will inform the Comprehensive Spending Review 2007.

In addition to its existing remit which is focused on local government funding, Sir Michael’s independent
Inquiry will:

— consider the current and emerging strategic role of local government in the context of national and
local priorities for local services; and the implications of this for accountability;

— review how the Government’s agenda for devolution and decentralisation, together with changes
in decision making and funding, could improve local services, their responsiveness to users, and
eYciency;

— in the light of the above, consider in particular: how improved accountability, clearer central-local
relationships, or other interventions could help to manage pressures on local services; and changes
to the funding system which will support improved local services; and

— publish a report or reports, as appropriate, in time for the Comprehensive Spending Review 2007.

Sir Michael will work closely with local government as well as with central government in delivering
his remit.

Witnesses: Sir Michael Lyons, leading the Independent Inquiry into Local Government, and Ms Sally
Burlington, Head of Secretariat, Inquiry into Local Government, gave evidence.

Q409 Chairman: Sir Michael, may I begin with a
most heartfelt apology. I am very sorry that we have
let the timescale slip so markedly. We were assisted
slightly by the business managers in the House who
insisted on votes in the middle of it all but I do
apologise to you both and I hope you will forgive us.
Sir Michael Lyons: Not at all. Thank you. We are
very pleased to be here.

Q410 Chairman: Can I ask you to identify yourself
formally for the record and also introduce your
colleague?
Sir Michael Lyons: My name is Michael Lyons. I am
currently leading the Lyons Inquiry into the future
functions and financing of local government. I have
a number of other roles and if it is helpful to you I
will draw upon all my experiences in answering your
questions. I am joined by Sally Burlington who is
team leader for the inquiry. She is here only to
support me on matters of fact and detail and I hope
you are happy on that basis.

Q411 Chairman: Of course; we are delighted. During
your inquiry into local government what
consideration you have given to local transport
policy?
Sir Michael Lyons: I am not required, and I am
frankly not able in the time and resources I have, to
do a detailed review across the full breadth of local
government’s responsibilities. Having said that, I am
interested in everything that local government does
and I have picked a number of areas to look at in
greater detail. Transportation emerges under two
headings: first, the issue of place-shaping which, as
you might have seen in May report, I am
emphasising as arguably the best way of
encapsulating the broader responsibility of local
government for the place for which it is responsible:
its future, its economic, social and environmental
wellbeing. Clearly, transportation issues are a very
significant contribution to that. I am looking,
though again in a limited amount of detail, at issues

of infrastructure and how they might be better
funded in the future, so again transportation comes
up under that heading.

Q412 Mrs Ellman: We have been told by witnesses
to our inquiries that transport is not seen as a high
priority by local councils. Would you recognise that
sentiment and why would you think that is the case,
if indeed it is?
Sir Michael Lyons: I am not sure I would say that.
However, what I have drawn attention to, and I am
not the first person to do this, is that, around local
government there has developed a much stronger
performance management framework by central
government, that has tended to dictate the priorities
at a local level, and indeed one of my conclusions is
that I think the central performance management
framework has had too strong a gravitational pull
and local government spends its time looking up for
instruction and guidance rather than concentrating
on the issues germane to its locality and the people
it represents. Certainly in talking to the business
community throughout the last 18 months about
issues of local business taxation the point they have
made to me is that they feel that local authorities
have in recent years become preoccupied by meeting
national targets and that some important local issues
like infrastructure investment have enjoyed rather
lower priority. I would just be a bit more cautious
about the conclusion because in talking to locally
elected members I do not feel that there is a reduced
interest in transport. I think good local leadership
still recognises that that is an important part of the
package.

Q413 Chairman: You have said in your report that
you think local authorities could have a greater
influence over matters that aVect economic
development, and you cite transport as one of those
issues. What kinds of changes do you envisage?
Sir Michael Lyons: My initial conclusions in the
May report say that first Government should reduce
the weight of that central direction. If you want
people to do good place-shaping they need to be
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looking out to their local responsibilities, their
local community, their local business community
and the future, and whilst they are looking up for
guidance that is not going to be done as eVectively,
so I have very clearly come to the conclusion that
there is an issue about taking the weight oV them.
Interestingly, the research which the Department
for Communities and Local Government is
about to publish, I understand, undertaken by
PricewaterhouseCoopers, reinforces this point
about the weight of central expectation. That is one
of the things that I am arguing for a change in. I can
see that there clearly is a job for local government to
do in getting rather better at engaging at a local level
with all aspects of its community and there may be a
case for additional powers but my provisional
conclusion, and I have to test this over the remaining
months, is that the biggest issue is one about
flexibility—the flexibility to respond to local
priorities rather than feel that you have been set an
agenda of priorities from somewhere else. That
would in my view naturally lead to local government
taking a stronger interest in the quality of the local
economy, the state of the local economy and, indeed,
of course, we can still see outstanding examples—
represented by some of the areas that you come
from—of councils which are giving a very high
priority to the health of the local economy and its
interaction with issues like social cohesion and the
future state of the environment.

Q414 Mrs Ellman: How are you looking at regional
transport issues? Could you tell us how you define
the regions?
Sir Michael Lyons: The second of those questions is
the killer, is it not? On the first one, I am focused on
local government. Although my initial remit dealt
with funding and included the question of how
might we fund elected regional assemblies, I do not
need to explain to you why my clients are not
pressing me to do much work on that issue. It is
diYcult enough to encompass everything about
local government in the time that I have got without
going beyond that, but where it is relevant I am very
clear—and in the May report that I have published
I underline this—that some things have diVerent
spatial patterns and that place-shaping will mean
diVerent things for diVerent areas and that it is not
bounded by the administrative boundaries of the
council. Sometimes councils, in pursuing the
interests of their place and the people that live in it,
need to work across a wider area, in a coalition, and
we see it very well in, if can I pick for a moment,
Greater Manchester. The councils of Greater
Manchester transcend the problems of the peculiar
boundaries of that area by working very eVectively
together, maybe not always, maybe it is diYcult, but
they do have a mechanism for working in that way.
I am clear that there are some things that lie outside
the boundaries of any particular council but are
relevant to its health and prosperity. It is the
responsibility of the council to build proper
coalitions and sometimes that means, as it did in the
Nottinghamshire coalfields and other coalfields
during the times of the mine closures, representing

those communities by going to Europe to campaign
for new programmes to fund both transportation
and other matters to aid the future of the coalfield
communities. What I am clear about as a result of
the regional visits that we paid last year, particularly
the one in the north east, (and we were in the north
east not long after the vote against an elected
regional assembly) was that what that campaign had
done was clearly return a very substantial “no” vote
against the assembly proposition, but it had also
sensitised people to the fact that there were indeed a
number of issues that needed to be looked at and
dealt with at a regional level. So it was a slightly
perverse outcome at one level. People now were
clearer about the fact that there were things to be
dealt with at a regional level but they did not want
that particular proposition as the way to do it. This
tends to reinforce, in my view, that until we come
back revisit these issues (if we ever do) voluntary
collaborative arrangements are the way forward.

Q415 Mrs Ellman: At a very local level could you
give any examples of where you think local PTAs or
local authorities should have greater power and not
be subject to a veto, for example?
Sir Michael Lyons: As I take this work forward the
one thing I have become clearer and clearer about is
the fact that a debate about what local government
does and what central government does can appear
at times adversarial; it can appear as if it is a tussle
for power, when in fact at both levels, putting aside
temporary diVerences of political opinion, the
ambitions are shared, and so (a) you cannot separate
looking at local government from looking at the
whole governmental system and (b) we would have
a stronger level of public trust and eVectiveness if we
viewed the system as a whole and looked at how
local government and central government could
work better together. What does that mean in
practice? I am coming to an answer and this is not
just waZe. It is the job of central government to
produce a framework; I am clear about that. I have
tried to lay out those things which I think are the
characteristics of a genuinely local decision. What I
am clear about is that most things that are important
to a local community are often a mixture of
some central responsibilities and some local
responsibilities and I hope by the time I have finished
in December to be able to say more about how we
define that. Transportation might be a very good
example, so the answer that I would give you is that
I can see that there is a case for a national
framework; that is incontestable, I can see that there
is a case for issues to be dealt with at a regional level,
but I do think at times we have ended up with a level
of prescription for what is done at a local level which
inhibits local action and local experimentation. If we
look at what has been achieved in London with a
completely diVerent regulatory regime on buses,
(and London is a peculiar case and there is room for
debate about whether we are talking about an
authority or a regional authority—although I do not
think it is strictly a regional authority), we can see
some local experimentation, some very considerable
achievement in improving extra bus ridership and it
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seems to me that we would be richer as a country if
that level of experimentation were available to other
communities.

Q416 Mrs Ellman: Are you looking for new
structures or are you looking for Government to
withdraw from some of its powers?
Sir Michael Lyons: I am not required to reach
conclusions on the structure of local government
and I have been clear, given that there has been so
much controversy around that, about trying to stay
away from that debate. However, all of my
experience tells me that reorganisation is a pretty
wasteful exercise. It is not to say that you might not
feel that sometimes you need to embark upon it, but
if it can be avoided so much the better. I come down
very strongly, and again that is the line I have taken
in the May report, in favour of encouraging people
to do things voluntarily by working together where
they need to go outside their boundaries. Indeed,
one of my conclusions is that local government
should be more clearly given a convening role for
drawing together diVerent agencies, some of them
representatives of national government, some
private, to meet local needs. I think we have been
through a period where successive Governments
were wary about giving local government that job.
Even when the local strategic partnerships were first
set up there was an aversion to saying categorically
that they should be led by local government even
though that seemed the obvious solution, and indeed
our experience shows us that where local strategic
partnerships and local area agreements are working
well it is because they are well led by the local
authority. In short, I am in favour of co-operative
arrangements but I recognise that sometimes if they
are not working you have to take other action.

Q417 Clive EVord: We have heard that the
Department for Transport control of funding for
major schemes is problematic for local authorities. Is
it preferable for the Department for Transport to
make more of its budget available to local
authorities for major schemes or should there be
some other form of raising funds locally?
Sir Michael Lyons: If you will forgive me I am going
to be careful not to go beyond the bounds of my
current knowledge and expertise so I am going to
dodge the first question and instead concentrate on
how else might you do it. There all I can really say is
that this is the heart of the work that I will do
between now and December. I do have to come to
conclusions about whether the case for greater
flexibility for local government to raise more of its
own money is strong enough to warrant changes
and, if so, what those changes might be. All I have
done is to start work on that. I have got some
modelling going on. We have done some
international comparisons, and indeed what comes
out of that, which will not be news to you, is that the
British system is distinctive in a number of ways but
most in that we are right at the bottom of any
ranking that you might create in terms of the amount
of money which is raised locally by local
government. This is a highly centralised system.

There are plenty of those arguing to me and publicly
that there should be more flexibility, but at the
moment as far as I have got is that I am very clear
about the case for greater flexibility. I can see that
there is a link to local taxation. I am concerned that
public understanding of the basis for local taxation
is very weak and therefore the room for manoeuvre
for any Government to decide, “Let us move to more
local taxation”, is limited. It is not a question of what
ministers think. It is what they have got the space to
do. That is what I am focusing on.

Q418 Clive EVord: So if you were to go down that
route and recommend means of raising funds locally
do you envisage that being available for major
transport schemes?
Sir Michael Lyons: If I were to recommend more
local taxation, and it is important that I put this into
context, I would probably see that in the context of
a change from national to local taxation. It is not a
question of more taxation. The trouble is that the
public hear this debate as just taking more money
rather than taking it in diVerent ways from diVerent
people, or maybe from the same people but in
diVerent ways. I shall get myself into a deeper hole if
I am not careful here. One of the potential
arguments is that this would help local government
to respond to the demands for capital investment. It
would provide the revenue stream to achieve that. It
is not the only revenue stream and you will see again
in my main report, and indeed the report that I
produce in December, that I acknowledge that there
is an alternative to taxation, and that is charging and
that can have its part to play here. Again we go back
to the progress in London on the buses and that is in
part about having access to the fare box as a way of
underpinning investment in buses and other
infrastructure.

Q419 Clive EVord: Do you get the impression that
businesses would be keen or willing to invest money
in major improvements in transport infrastructure?
Sir Michael Lyons: On one level the answer is that
you know from evidence that has been given to you
that the business community are interested in
supporting Crossrail and have made it very clear
that they are interested in investing.

Q420 Chairman: Their interest gets a little less, Sir
Michael, when they are asked for money.
Sir Michael Lyons: I can see why you might have
reached that conclusion. My understanding is that it
is not the principle; it is the price, like with so many
other things in life. In short, where this came to my
attention most clearly was while I was being
approached about infrastructure projects in the
debate about relocalisation of the business rate,
which is one of those things that I was asked to look
at, and where the business community at a national
level are quite clear that they want to maintain the
uniform business rate. That would not be surprising
given that it has the certainty of only going up by the
rate of inflation and now represents a smaller
proportion of the cost of local public services than it
did when it was first nationalised. It is not surprising
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that they would find that an attractive proposition,
but when you get beyond that into more detailed
discussion consistently business communities have
said to me that they do not believe that local
government, as a result of the severed link, pays as
much attention to the needs of business as it once
did. They want to see issues, including infrastructure
and skill issues, back on the local agenda and given
higher priority, and they go from that to saying on
occasion, not consistently, that actually it may be
that that would require a bigger contribution from
the business community, but they want to feel that
the purpose is identified and they certainly want to
feel that the money is spent locally, and that is a
challenge in our very complicated and ambitious
equalisation system.

Q421 Clive EVord: Have you explored the potential
for raising resources through capturing land values?
Sir Michael Lyons: Not in detail. We have done a
little bit of work on the US system of taxing
increment financing and are watching with great
interest the debate and possibly experimentation on
planning gain supplement, so clearly this is a live
issue and I hope to learn more by the time I finish my
work in December.

Q422 Clive EVord: PTEs have said to us that
Transport for London has the benefit of receiving
the revenues from the fare box and that this is
something that they would benefit from. Have you
looked into that at all? Do you have a view on
whether we should change that?
Sir Michael Lyons: Within the review that is not an
area that I have looked at. However, I was very
taken, and at the moment I am acting Chair of the
Audit Commission, by that piece of work done with
the National Audit OYce on supply chain analysis,
looking at the PSA for increasing bus ridership, and
the lesson that I drew from that study is very clearly
that it is the political leadership and the diVerent
regulatory framework in London that explains the
diVerence in terms of the improvement in bus
ridership in London compared with other parts of
the country.
Graham Stringer: I like that answer a lot. Let me
start with a general question. Given your
distinguished background in local government, Sir
Michael, do you not, rather than being diplomatic,
sometimes just want to sit back and scream that the
emperor has no clothes? How dare the Government
that runs the Home OYce and various other oYces
of state tell local government that has never run
anything as badly as the Home OYce how to do it?

Q423 Chairman: I think that is called leading the
witness, Sir Michael, but by all means do comment
if you want to.
Sir Michael Lyons: I think the comment stands
without needing embellishment by me.

Q424 Graham Stringer: I will take your grimace,
which does not get into the record, as agreement. In
quantitative terms we have been trying to establish
the cost of central government control and

interference in local transport plans. It is quite
diYcult to quantify. We have had witnesses here
who say, “We spend an awful lot of time on this,
there are abortive costs, there are real costs to
preparing things that, if we did not have to talk to
the Department for Transport, would be less”. Have
you attempted to quantify that?
Sir Michael Lyons: No, I have not, although some of
the evidence that has been submitted to me tries to
give some quantitative support to that argument and
it has been a pretty consistent argument coming
from local government. Can I though refer you
back to the piece of work which is about to be
published from the Department for Communities
and Local Government undertaken by
PricwaterhouseCoopers? It is not a deep piece of
work but it does include some metrics in terms of the
balance of a call for information from local
government, which actually comes from central
government, as opposed to the needs of local
communities, and I think comes to the conclusion
that 80% of all of the information that has been
collected is about central accountability as opposed
to local accountability and then goes on to estimate
the cost for a small number of authorities of
responding to the regulatory and inspection regime,
and those figures are pretty substantial.

Q425 Graham Stringer: That is rather interesting
because it is the other side of the argument, is it not,
that if there is going to be an increase in business
rates or a sales tax or some other kind of tax, and
nobody likes paying taxes, that is going to come to
be controversial, but if you can show that central
government regimes or a CPA system or whichever
system it is, has a huge cost to it, you can put that
against it? Do you not think it is really very
important to try and quantify that beyond just
general percentage information in the system?
Sir Michael Lyons: I would absolutely agree with
that. You just have to appreciate, if you will, that I
am still in mid work rather than finished. I will have
to do some rationing about which things I delve
most deeply into but I think it is a point well made
that you might well expect at the end that I would be
able to say something that is rather more detailed on
these issues. Can I develop a point, if you do not
mind, about essentially the point about eYciencies
because I have emphasised throughout the work I
have done so far the importance of seeking both
greater eYciency and moderation of the pressures
for more public expenditure, and that leads me even
more strongly to point towards greater local
flexibility. I have used the word (not the only word
by any means) “co-production” to cover a range of
issues where, if you work with citizens at a local level,
you can tailor services more carefully to their needs
and get into a debate about what are those things
that really should be coming out of the public purse
and which are the things that should come out of the
private purse. It seems to me that transportation
includes some interesting illustrations on that about
how you make decisions on how much is done by
foot journeys, how much is done by bus, how you co-
ordinate diVerent transportation arrangements to
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improve the eYciency of them coming together,
which are issues that can only be dealt with at a local
level. There is eYciency here that could avoid the
need for additional expenditure; I just want to leave
that point with you.

Q426 Graham Stringer: I would like to follow with a
question on city government. I was on the Local
Government Network Commission looking at city-
regions and city government, whatever you want to
call it, and we came to the conclusion, which I
suspect is the basis for what you are doing, that you
have to have a step-by-step process; you cannot go
back to 1972 or 1974 and restructure the whole of
local government. Do you believe that there is a quid
pro quo between passing powers and resources back
to Government and increasing the involvement of
the electorate? If you are going to give extra powers
to passenger transport authorities do they either
have to be directly elected themselves or does there
have to be an elected mayor, or would you, in the
middle of that, just allow the voluntary
arrangements that there are currently to be
formalised in legislation?
Sir Michael Lyons: I do not think I have a final
position on this but a provisional position might
read as follows, that there certainly is an issue of
accountability, and indeed one of the issues that I am
looking at is that if you were able to separate more
clearly those things which are genuinely local
responsibilities from those which are central
responsibilities it is possible to contemplate a more
contractual approach between central and local
government for those things which are a matter of
central government’s accountability. That only
works if you do not have too much in that box;
otherwise we do not move from where we are. There
is an issue generally about improving the
eVectiveness of local accountability. My strong
suspicion from the work I have done so far is that
that is not going to be evolved unless it is clearer
what is decided at a local level. The electorate are not
hoodwinked. They know that there is limited scope
for a local authority to act within the current
framework. Turning though specifically to your
questions about PTEs—

Q427 Graham Stringer: PTAs actually.
Sir Michael Lyons: Sorry, forgive me: PTAs (and the
PTEs that report to them), they are distinctive. I
have worked in Birmingham and for the former
West Midlands County Council. They are
distinctive in the metropolitan areas in not being
able to precept—they are levying authorities. That
means that they work much closer with the local
authorities and it seems to me that has got some
strengths for accountability through existing elected
arrangements. I am a bit wary about the idea of
introducing new electoral arrangements for city-
regions, especially whilst we have such a woolly idea
of what a city-region is. There is room for debate
here but the former metropolitan counties do not in
my mind constitute city-regions. They may be useful
building blocks for sub-regional co-operation but if

we take Birmingham, for instance, the notion that
Coventry is part of Birmingham city-region takes
some justifying, not least in Coventry.

Q428 Mr Goodwill: Following on from one of Mr
Stringer’s earlier questions, we have seen a number
of very ambitious transport plans, such as the Leeds
super-tram, but there are other examples in the
north west and the south west which have been not
developed but planned at great cost to local people.
Also, I think a lot of people’s hopes have been
dashed. Why are these things happening? Is it
because local government is misreading the signals
from central government? Is it because they are
listening to local people but they are not able to
convince central government of the need or is it just
that the target has been moved halfway through,
because it seems to be happening all the time and
everybody gets very frustrated about it?
Sir Michael Lyons: Again, I think that I would be a
bit cautious about believing that I have got the whole
picture but I can see some components of the
problem. Certainly in part it is about changing
regimes of encouragement. We have had diVerent
messages at diVerent times about the extent to which
these schemes would be funded and the balance of
funding that might come from the centre. There is
certainly something about these being run as if they
are schemes where they are not fully costed as
schemes that have to be locally financed. We do not
live in a world in which any city starts from the
presumption that it has to find a way of funding the
whole scheme and has a set of freedoms for how it
might enter into a contract with its people and
businesses to fund that sort of investment. There is
a sort of uneasy alliance of local ambition and a
national framework for both evaluation and
funding which I suspect makes for a more
complicated situation. It is diYcult to find where the
villains are in this because it might well be that with
a whole set of people acting with goodwill you still
get outcomes which are less than optimal.

Q429 Mr Goodwill: Do you think it is symptomatic
of any scheme where people have to compete for
funding that there is going to be an awful lot of
wasted eVort in participating in a competition where
only a few can win?
Sir Michael Lyons: It is a diYcult question to
answer, is it not, because undoubtedly at times we
can see that competition has resulted in innovation
and creativity, but if the balance of losers to winners
is too large eventually it discourages people from
trying. I cannot give you a yes or no answer to that,
I am afraid.

Q430 Mr Goodwill: On a slightly diVerent tack, you
talked about local accountability. Those of us who
live in areas with two-tier local authorities, three
tiers if you count the regional and parish councils
and Europe as well, do you feel there is an
understanding in the population as a whole as to
exactly who makes what decision in terms of
transport and how that is funded or do you think
there is widespread confusion?
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Sir Michael Lyons: I think all of the evidence
suggests that there is weak understanding about who
is responsible for what. There is a very weak
understanding about the value of the tax pound
raised through council tax. That is one of the things
that I have drawn attention to. People feel they are
paying a much larger proportion of the cost of local
services through their council tax than they are in
reality, and there is no doubt at all that multiple tiers
do add to this opaqueness. Also, of course, it is not
just about whether or not there are one, two or three
tiers of local government. In part it is because it is
not clear about what is central government’s
responsibility and what is local government’s
responsibility. One of the ambitions I have, and
whether I can measure up to it I do not know, is to
try to oVer some lessons about how we might
separate more clearly those things for which
Government should properly be accountable from
those things that should be left for local decision-
making. The problem is that it is the bits in the
middle which are shared which are the most complex
and that is often the case in two-tier local
government as well. The only point that I would
make about multiple tiers of government is that
although the public might not have a very good
understanding of it they may have some very
considerable loyalty to it. I found this during the
1991–96 reorganisation where people’s loyalty to
place was very complicated. They could
simultaneously be quite loyal to a small area,
sometimes well captured by district boundaries, and
at the same time to their county. The original view
that all you needed to do was go out and talk to
people and you would then be able to draw felt-tip
pens around distinctive communities is always going
to be elusive.

Q431 Chairman: The diYculty is exactly that
tension, is it not, in transport, Sir Michael?
Sir Michael Lyons: It is.

Q432 Chairman: What we would like to know is
where you think the boundary should be drawn. For
example, if central government is providing the
finance, almost all of it, for a local scheme because it
is a major scheme, should the department have the
right to reject those schemes if there is something
which fits in with the Government’s national
transport policy?
Sir Michael Lyons: Again, let me be careful not to go
beyond what I understand but to give you as fair a
response as I can and I base it in part on the
experience of being Chief Executive of Birmingham
for seven years. The truth is you are never going to
be able to map the outer perimeter of the
commuting, shopping, pleasure journeys that take
place around the city of Birmingham. They are
changing regularly and they are certainly changing
over time. Once you accept that you cannot map
these carefully then on the issue of how you set the
boundaries you accept that you are never going to be
able to fix them and so it is better to look for virtual
arrangements which are flexible but eVective. I do
not claim for a moment that we have got those.

There were certainly anxieties about how the PTA
worked in the West Midlands but on the other hand
it has been around for a while and has not done a bad
job in providing public transport over that period. If
I put that into the context of essentially what is the
responsibility locally and what is it nationally, the
trouble with the current system, I suspect, is that we
just see too much in the box of national
responsibility. It does not leave enough flexibility at
a local level.

Q433 Chairman: The diYculty is that it is still going
to be there while you have the money coming from
one source, is it not?
Sir Michael Lyons: I absolutely accept that and, of
course, you go straight to the heart of the work that
I am doing. There the challenge for me, and for those
who would make the case for more local taxation, is
that I am sold on the idea of greater local flexibility.
I am clear that that would be a benefit. I am clear
that the public have a woolly idea of how their local
tax is spent and therefore their resistance to more
local taxation, and there is I think a debate still to be
finished about whether, as this all comes out of the
pocket of the taxpayer, it is only because of the way
that we behave that some of it is seen as central
government’s money and some of it seen as local
government’s money. There are potentially
institutional arrangements which would see it as
taxpayers’ money and the exact pattern of local and
central expenditure would be negotiated. You do
find countries where that works well. I have not just
dropped oV the Christmas tree. I know that might be
a diYcult proposition to achieve in this country, but
at least it needs to be considered alongside the
proposition of more local taxation.

Q434 Chairman: Are the department right to accept
four shared national priorities for transport?
Sir Michael Lyons: I do not know that I can give you
an answer to that.

Q435 Chairman: You are looking at balance, are you
not, very specifically between local and national?
Sir Michael Lyons: I am.

Q436 Chairman: Their particular priorities are
accessibility, congestion, pollution and safety. You
say that we have to prioritise so which of those
should we change? Should there be a limit on the
department’s involvement in local transport?
Should it be able to change those priorities?
Sir Michael Lyons: I have not done the detail of
mapping of responsibilities in transportation yet but
let me not avoid giving you an answer. I think the
danger is that in a climate where, through a number
of changes, local government is seen to be very much
the agent of centrally established priorities, those
priorities become overwhelming. I think my
challenge to the authors of those four would be,
what does it leave for local determination? What
does it leave for Bradford to make decisions about
what is distinctive in Bradford as opposed to what is
distinctive and necessary in Bristol? If the
framework does not leave enough room then I think
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you end up with what we have got, which is local
government not seeming very powerful to the people
that it represents, the feeling that decisions are taken
remotely with arguably rather less innovation and
value for money than you might get from getting a
diVerent balance.

Q437 Chairman: The transport system in this
country and the Government’s policy in relation to
transport have always been based on the assumption
that you must have modal shift. The argument is
always that to get that you have to have a policy that
is both carrots and sticks. Why do you think
decentralised local government has a better chance
of achieving that than centralised government with
all its planning equipment?
Sir Michael Lyons: I think my case would rest on the
success of one of the most centralised planning
systems in the western world. It has not delivered all
that we want to achieve, and I think that is why
ministers are beginning to question whether they
themselves might not see that a diVerent partnership
with a diVerent balance of national and local
responsibilities might deliver more forcibly. What I
am interested in is that very often and for diVerent
Governments ministers have found it interesting to
go to the United States for inspiration. Why is it that
they go to the United States? Because it is a federal
country and there is experimentation across the
country as a whole, and you can easily disregard the
things that are not working and concentrate on
those things that are working very well and use them
as case studies. We do not draw the secondary lesson
from that, that actually more experimentation in this
country might lead to some extra lessons that you
could then disseminate across the country as a
whole.

Q438 Graham Stringer: Is the real driver of that
decision that if you are going to decentralise
properly central government has to take its hands oV
and allow failure?
Sir Michael Lyons: Yes, it does, and the
consequences of that. It does not mean you cannot
put in place warning systems and arrangements
which tell you when something is going oV the
rails—and it might be literally in this case.

Q439 Chairman: What worries some of us about the
concept of city-regions is the idea that within that
structure smaller areas might easily find their
interests particularly diYcult to achieve. You have
made it very clear that you think it is the flexibility
of the response to the local population that is
important but do you not see that there might be the
same tensions between a large city in a city-region
and the smaller areas around it that there are in eVect
between central government and local government
at the present time?
Sir Michael Lyons: Oh, for sure, but those tensions
exist anyway, do they not? In seven years in
Birmingham I was constantly being upbraided by
the members representing individual wards about
why it was that we were continuing to concentrate
investment in the city centre and not doing exactly

the same thing in Balsall Heath or Small Heath.
Those tensions exist inevitably and that is why this
is a political process rather than a technical process
of making those public choice decisions in an open
way and a way that you can explain to the people
that elected you to do them. All I am saying is that
that is the reality and it does not need me to argue
that you have to have new structures, as long as you
have elected representatives who can explain why
those decisions were reached.

Q440 Chairman: Have you looked at the diYculties
about having separate capital and revenue streams?
Sir Michael Lyons: It is one of those things which I
am continuing to look at. On one level there will
always be separate accounting arrangements just
because they are essentially diVerent decisions.
Indeed, in this country we have moved to greater
flexibility in terms of the funding of capital projects,
which is only to be applauded.

Q441 Chairman: We have heard that whole life
costing, good asset management and strategic
transport planning would be better served by
integrating funding streams. Is that your view?
Sir Michael Lyons: I would sympathise with that but
it is not something which I have yet reached a final
conclusion on.

Q442 Chairman: But you are going perhaps to look
at it, or not?
Sir Michael Lyons: If I have time and the resources.
Again, this is about what I can achieve in the time
that I have.

Q443 Chairman: Do you think we ought to ring-
fence the revenue for transport because it does not
always get the same initial support? People want
good transport schemes but if there is a clash
between, say, essential services and education at the
local level and transport it does become the unloved
runt in the litter.
Sir Michael Lyons: The trouble is, of course, that
once you start arguing for ring-fencing you end up in
exactly the position we are in. We are in the position,
some would argue, of not spending enough on
transportation and environmental issues because we
have ring-fenced the schools budget and other
budgets to the point where the room for local
flexibility is limited. This is one of those things where
you have to suck with a long spoon.

Q444 Chairman: Talking about sucking with long
spoons, the Secretary of State said on the Crossrail
Bill in Second Reading that no decision would be
taken on the funding of Crossrail until Sir Michael
Lyons’ review of local government planning had
been published.
Sir Michael Lyons: Yes, I remember him saying that.

Q445 Chairman: Why is that?
Sir Michael Lyons: I think he might be the better
person to ask, to be honest.
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Q446 Chairman: Oh, we are not about to ask him.
Sir Michael Lyons: I am sure you are not. I think
that he had in mind that I would be looking at the
general balance of relationships between central and
local government and that would inevitably capture
the funding of big infrastructure projects. What I
have said to you is that in as much as resources
permit I will be seeking to come to some answers on
that front.

Q447 Chairman: Have you got a preferred option or
are we asking too soon?
Sir Michael Lyons: You are asking too soon.

Q448 Chairman: Are you looking at the merits of
funding Crossrail through local revenue sources?
Sir Michael Lyons: I am interested in the issue,
clearly, from what I said earlier on about flexibility
and this might extend to flexibility to raise more
money locally. I do find alluring the freedom of cities
like Chicago to have entered into a contractual
relationship with the businesses and citizens of those
cities which have enabled them to fund the changes
that they have brought about in those cities. Chicago
is just one example of a freedom that you see
certainly in North American cities and elsewhere in
Europe as well.

Q449 Chairman: But you are looking at those other
factors—economies of scale, the size of an area like
Chicago? If those sorts of examples are to be drawn
from other societies then presumably you are going
to be aware and you are going also to enunciate the
fundamental diVerences and the diYculties that
would arise as well as the advantages?
Sir Michael Lyons: You are absolutely right to
remind me that there are no simple solutions in this
world. The thing I am hesitating over, and you will
see that very clearly, is that this lies at the edge of my
remit. I am very clear that with the resources I have
got I have to answer the core questions of my remit.
If I am able then in doing that to oVer some insights
which help in the wider debate, and that is what I
sought to do in the May report, then I would be very

pleased to do that, and I do take an ambitious view
of the remit, but at the end of the day I have some
very specific questions to answer about fairness of
council tax and the case for flexibility.

Q450 Chairman: That seems to be a very realistic
approach, but can I ask you do you agree that if the
money is to come from an amalgam of council tax
and non-domestic rates, the price box will increase
and we are likely to experience significant rises in
rail, underground and bus fares to pay for things like
Crossrail?
Sir Michael Lyons: That sounds like a sound
proposition if all of those assumptions held to be
true.

Q451 Chairman: Yes, it is an interesting quote. Sir
Michael, you have been very diplomatic. You will
understand that this is a debate which is going to
exercise this Committee as well as other instruments
of government for a long while to come. Let me ask
you just one final thing. You will be asked inevitably
to prioritise those areas in which you think local
government ought to be more flexible than it is able
to be at the present time. Is transport going to be on
that list?
Sir Michael Lyons: I am very clear that the place-
shaping role that I defined is about improving the
economic and social and environmental well-being
of an area. I am clear that transportation makes a
very big contribution to that, so I would go as far as
I can and feel safe in making recommendations
about the rebalancing of responsibilities in this way.

Q452 Chairman: That is an extremely optimistic
note on which to end. We are enormously grateful to
you for finding time, I know that you are very busy,
and you will not be surprised if we continue to press
to have all our priorities put at the top of your list in
the future.
Sir Michael Lyons: I would only expect that. Thank
you for being accommodating on your timetable, I
know it has been diYcult.
Chairman: Thank you both very much for coming.
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Summary

The existing distinctions between diVerent kinds of local transport expenditure, each with its own source
of funds, should be scrapped. Instead, each local transport authority should have a single transport budget.
This budget should be allocated between diVerent schemes and kinds of scheme as indicated by benefit/cost
ratios and other relevant considerations. No ways of increasing road capacity should be considered unless
it can be shown that more capacity would still be required even if all appropriate management measures
designed to make better use of the existing infrastructure had been put in place. Parliament should legislate
to ensure that local authorities have all the powers they need to make better use of the existing infrastructure.
This would mean, among other things, extending their powers to control oV-street parking and giving them
powers to determine the bus services and fares in their areas. They should also be enabled to use transport
budgets to subsidise local facilities, such as shops, post oYces, recreation centres, where to do so would
reduce motorised travel or relieve social deprivation. The Highways Agency’s budget should be drastically
curtailed. Most of the money saved should be spent outside the transport sector, but some might be
transferred to local authorities’ transport budgets.

1. Local transport spending should be guided by two principles. Each local authority should have one
budget covering all its transport responsibilities, to be allocated between diVerent schemes, and schemes of
diVerent types, as indicated by their benefit/cost ratios and by other economic, social or environmental
considerations not now reflected in benefit/cost ratios. The present arbitrary distinctions between capital
and revenue spending, small schemes and large schemes, and so on, make it impossible to get the best value
for money from a given total expenditure. The second principle can be summarised by the slogan
“management before investment”. The present problems on the roads are not caused, as is often supposed,
by insuYcient capacity, but by rules for the use of the roads that are no longer adequate or appropriate in
modern conditions. No amount of roadbuilding could remove the need to reform these rules. To justify some
proposed increase in capacity, it would have to be shown that it would be required even when the user rules
had been reformed. The eVect of the reforms, though it would certainly be major, is diYcult to predict in
detail. Usually, therefore, it will be necessary to implement them and observe their eVects before proposals
for new roads or road widening are considered or even formulated.

2. These principles are only common sense. The second one was well stated by a House of Commons
Committee as long ago as 1973. In its report Urban Transport Planning, the Expenditure Committee said
(paragraph 27) “The arguments used in favour of road building seem to us to be in error by presuming that
the roads we already have are being used in the most eYcient manner in the context of the total transport
situation”. In paragraph 107, the Committee recommended “that, as an urgent priority, all trunk and
principal schemes of urban roadbuilding which have not reached the exchange of contract stage should be
re-examined ab initio”. The Department of Transport paid no attention, and, shamefully, neither the
Treasury nor Parliament took the Department to task. Hinc illae lacrimae.

3. Some of the more important reforms, including those in the three linked fields of vehicle construction
and use regulations, driver licensing and vehicle taxation, have to be made at the national or even
international level, but there is a great deal that is best done at the local level. For that to happen, however,
central government must ensure through legislation that local authorities have all the necessary powers,
which they do not at present. One example is that local authorities need more powers to control oV-street
parking. Other examples are mentioned below.

4. The two basic principles are mutually reinforcing. Schemes intended to make better use of existing
roads commonly have much higher benefit/cost ratios, even when assessed by methods which understate
their benefits, than major schemes, even when assessed in systematically flattering ways. For example, bus
priority schemes and traYc calming schemes often repay their costs more than once within a year. At
present, comparable methods for the economic evaluation of schemes to help pedestrians and cyclists are
lacking, but given their huge potential, in terms of health as well as of transport benefits narrowly defined,
there can be no doubt that they too deserve a high place in the allocation of transport budgets. The more
that the benefits claimed for large schemes can be provided in alternative, cheaper ways, the weaker the case
for them.

5. Integrated local transport planning is seriously weakened if local authorities lack powers to specify the
bus services required for their areas and to subsidise them if necessary. Subsidies are a “second best”
measure, which would not be necessary (except perhaps in some limited circumstances for social reasons)
given an appropriate legal and fiscal framework for the use of cars, but to refrain from subsidising public
transport in the present unreformed conditions makes even second best solutions unattainable. There is
something to be said for a national body, such as the TraYc Commissioners, to license and certify bus
companies, so that local authorities would know that they all had satisfactory operating standards,
employment practices etc, but powers of specifying services and fares and making contracts with bus
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operators should be in local hands. Local authorities should also be allowed to use transport budgets to
subsidise local facilities, such as post oYces, shops or recreational centres, where to do so would lead to a
reduction in the number or length of motorised journeys or would relieve social derivation.

6. The principle of management before investment also applies to the Highways Agency’s schemes. The
massive investment now proposed in trunk roads may reduce congestion in the very short term, but, with
the present unreformed user rules, it will soon make matters worse, and if the rules were reformed it would
not be necessary. Among the reforms needed at the national level are lower speed limits, properly enforced,
and the introduction of a simple, not revenue-neutral, system of road pricing for lorries. Road pricing for
cars on motorways would be the next thing to be considered if lower speeds did not restrain traYc enough.
It would be very simple to operate without elaborate new technology, but it is essential that lower speed
limits on roads other than motorways should be in force first so as to prevent diversions from motorways
to other roads. The Highways Agency’s budget should be drastically curtailed, and although most of the
money saved would probably be best spent outside the transport sector, some might be transferred to local
authorities’ transport budgets. The existence of two potential sources of transport spending in one area, one
of which can in principle be spent on any kind of transport improvement, while the other can be spent only
on roads, and only on roads of a limited class at that, must lead to a misallocation of resources. It also creates
an artificial and pernicious pressure for new roads among local councils and MPs. They think they are
standing up for their constituents by campaigning for the Highways Agency to build roads in their areas,
although if local authorities were given the same amount of money to spend as they chose, they would not
spend it on roads.

19 April 2006

APPENDIX 2

Memorandum submitted by the Friends of the Lake District

Summary

1. Our experience within Cumbria has been:

— Serious underfunding of revenue funded work.

— Poor integration between capital and revenue spending.

— Bias towards new roads, with consequent substantial expenditure on working up road based
solutions, and inadequate investigation of demand management solutions.

— Department for Transport (DfT) guidance resulting in an unduly narrow vision, particularly over
the potential role of speed management.

— DfT guidance giving somewhat ambiguous advice on addressing quality of life issues, with
consequent failure of the Local Transport Plan (LTP) to address impacts of its approach and
proposals on the landscape, on biodiversity and on carbon emissions.

— Scheme development work across the range required, but very limited delivery, particularly on
projects that would encourage modal shift.

— While the first LTP put demand management seriously on the agenda, in the second LTP
challenging demand management targets have been replaced by distinctly unambitious ones, or
none at all. In addition, a lack of clarity on the scale of actions required by many policies and on
the outcomes envisaged, together with a confusing and potentially conflicting amalgam of demand
led and demand management stances, suggesting a lack of a clear long-term vision.

— Annual progress reports (APRs) are too number based and are a poor basis for judging the quality
of performance on the ground. However, DfT assessments of plans and performance have been
perceptive and fair.

— Work travel plans are poorly developed and will have no measurable impact on modal shift unless
work is expanded considerably.

Reason for Our Interest

2. The Friends of the Lake District is a charity founded in 1934 that works to conserve the natural beauty
of the Lake District and the county of Cumbria as a whole. Transport policies and activities have major
impacts on the quality and integrity of our landscapes, hence our interest in the Local Transport Plan
(LTP) process.

3. We base our observations on Cumbria both as it is the focus of our work and because we are not
familiar with Local Transport Plans elsewhere. However, from discussions with other parties, we believe
experience elsewhere to be not dissimilar.
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Funding Issues

Balance between revenue and capital funding

4. This is a crucial issue. The LTP process replaced the former Transport Policies and Programmes that
had become essentially an annual bidding process for capital spending approval. As a key purpose of LTPs
continues to be to establish the capital investment programme, they retain a bias towards capital schemes.
But increasingly the key LTP themes require relatively soft measures for their achievement, often a well-
integrated mix of revenue and small-scale capital schemes. Achieving this frequently seems next to
impossible under current local government funding arrangements, with local authority revenue budgets
under much pressure. Local authorities are reluctant to allocate suYcient sums to new initiatives or areas
of work for them to have a real impact.

5. Cumbria is no doubt typical of rural authorities. In relation to transport measures it finds itself
relatively capital rich and revenue poor. While it complains that capital settlements are inadequate to
support large infrastructure projects that do not reach the “Major scheme” threshold of £5 million, we
understand that capital budgets are supporting maintenance work that in times past would have been
funded from revenue budgets. While we appreciate that for some kinds of maintenance work the appropriate
classification may be arguable and flexible, we believe the current trend is symptomatic of a serious
underlying problem.

6. The development of key measures in Cumbria has relied heavily on external revenue funding, funding
that is often short-term. For example, the demand responsive “Rural Wheels” public transport initiative has
been dependent on Countryside Agency support and will need to secure substantial additional resources if
it is to be developed further. Work on school travel plan development made more rapid progress once
additional DfES/DfT grant became available. Work travel plan development languished until a co-
ordinator was appointed in 2004, but only for two days a week. Saving threatened rural bus services causes
much heart searching and is achieved through savings on equally vital areas such as public transport
information and promotion, but funding bus stops (a capital item) is not a problem.

7. But even if revenue budgets were less tight, we believe there would still be a tendency to see capital
schemes as more capable of delivering final solutions. Revenue funded solutions almost invariably need
ongoing commitments. Moreover, the relationship between soft measures and outcomes is notoriously
diYcult to monitor. It is not particularly easy to persuade local politicians to spend money on what may be
seen essentially as an act of faith. If integrated measures are to be delivered, means must be found of securing
budgets that are flexible as between capital and revenue expenditure.

8. We suspect that the annual basis on which capital grant is paid and performance monitored is an
incentive to spend it on stand-alone measures that are apparently quicker and easier to implement in the
short term.

9. The entirely separate funding arrangements for rail infrastructure results in a further lack of
integration—as in the case of the Windermere Branch line. In Cumbria, first LTP increasing the capacity
of this strategically important access to the Lake District National Park was a priority scheme, but in the
second Plan, it is relegated to a mere expression of a wish because rail authorities have other priorities. After
many years of discussion Cumbria’s achievements have been limited to some enhancements of Windermere
station forecourt.

10. Finally, we note that the rewards for good performance relate solely to capital grant settlement when
the more immediate priority is for more revenue funding.

Resources wasted on schemes that do not get approval

11. The second Cumbria LTP contains references to the need for 14 new road schemes including a
number of bypasses to relieve congestion (in spite of an absence of evidence of serious ongoing congestion)
and facilitate economic development. This shows lack of conviction that demand management is a viable
option and a return to seeing road building as the solution to congestion—contrary to the stance of the 2004
White Paper. For Kendal, the traYc stabilisation targets in the first LTP have been removed and the Council
is developing a Kendal Northern Releif Road (KNRR) as its priority Major Scheme. Several hundred
thousand pounds has already been spent on preparatory studies, in spite of the scheme’s failure to score
highly under the council’s own scoring system or for the council’s approach to apparently meet the
requirements set out in DfT’s Transport Analysis Guidance in Tag Unit 1.4. It is also only in the third
quartile of Regional Strategy priorities when even the first quartile is unlikely to be fully funded.
Furthermore, the Council’s consultants, Capita Symonds, reported in 2003 that the new road would result
in relatively small reductions in town centre traYc. Demand management alternatives have yet to be
properly tested. We believe this to be a scheme that stands little chance of receiving DfT funding approval,
yet the council persists in pursuing it.

12. While we appreciate that some preparatory work is necessary before a scheme can be properly
evaluated, perhaps at that stage Major Schemes should be required to be submitted for an initial funding
appraisal (with call-in powers if necessary), so that it can be made clear if a scheme is unacceptable in
principle.
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Planning Issues

Departmental Guidance

13. DfT guidance is very much about the transport planning process and target setting. It says a good
deal about issues to address but rather less about outcomes and the need for clear links between policies
actions and outcomes. It is weak on advice about reducing the need to travel and modal shift. In Cumbria,
Part 3 of the guidance clearly very much influenced the structure and content and emphases of the second
LTP. The traditional themes of reducing congestion and reducing accidents are very much to the fore in the
Plan. Reducing the need to travel and securing modal shift are not.

14. When consulted on the draft Plan we argued for an overall speed strategy designed to deliver a range
of outcomes, something which is not found in the guidance. So the Plan treats speed control only as a
potential mechanism to use in pursuance of road safety aims. This often results in speed limits, with a
resulting plethora of signs and clutter, continuing to be installed on an ad hoc and often confusing basis.

15. Indeed, the stance of DfT on this issue has been particularly unhelpful. When Cumbria County
Council’s agents, Capita Symonds, consulted DfT on the possibility of a speed restricted zone in part of the
Lake District National Park (a proposal in the first LTP), referring to precedents in the New Forest and
Dartmoor, the response was that that the Department did not see those schemes as a precedent to be
repeated. Yet as the Committee’s own report Road TraYc Speed (2001) said:

“Road traYc speed in both urban and rural areas inhibits walking and cycling and so makes people
less physically active. It reduces quality of life . . . in the country too villages are severed and
country lanes, once enjoyed by those taking a stroll, or riding a horse or bicycle, are now
dominated by traYc travelling at high speed”.

16. Speed reduction is essential to improving safety, enhancing the quality of the local environment,
encouraging walking and cycling and promoting the public enjoyment of the National Park. We believe it
to be an essential requirement of the Government’s LTP priority of addressing wider quality of life issues.

17. The “Other Quality of Life Issues in the Guidance” were clearly noted in Cumbria’s Plan and some
reference made early in the Plan to the adverse impacts of transport on CO2 emissions and on countryside
character, but there was scant reference to environmental issues in the subsequent policies and supporting
text. We are concerned that this was partly because the DfT guidance rather plays down the importance of
“Other Quality of Life Issues”. While included in priority outcomes they are relegated to an “other” category
the list of which is said not to be exhaustive (by implication merely illustrative). The statement is made that
DfT does not expect authorities to treat them as key priorities or for them to determine the prioritisation
of LTP schemes and priorities. When climate change is the greatest threat facing mankind and protecting
our finest landscapes is a key plank of government policy such a stance is singularly unhelpful. A
requirement for plans to set out how climate change, landscape protection etc considerations had
determined key priorities and projects would have been somewhat more helpful and we believe in Cumbria’s
case may have resulted in a more clearly environmentally sustainable approach.

How well have LTPs delivered?

18. Our experience has been that delivery has been patchy. In Cumbria the Council has struggled to
maintain rural accessibility—to maintain existing bus services and to introduce more demand responsive
services. To give it credit, it has tried to be innovative, eg through the emerging smart card ticketing scheme,
which hopefully will provide the basis for developing additional incentives to use public transport, and the
demand responsive Rural Wheels scheme. In a rural County like Cumbria the cost-eVectiveness of support
for many scheduled rural bus services is questionable given the very low patronage, but without more
resources being put into promoting modal shift (and that must include securing lower fares and measures
to discourage car use) this situation will continue. The system of rural bus subsidy grant is perhaps too
inflexible to secure the most eVective use of limited resources. Nationally in recent decades, there has been
many innovative local public transport initiatives, generally dependent on external funding, eg from the
Countryside Agency or Rural Bus Challenge Fund, but rarely the resources to replicate or even continue
them. Local transport plans have not changed that.

19. New cycling facilities look decidedly piecemeal, and until progress has been made in developing more
continuous routes and networks will have limited impact. In our view, the council has not been suYciently
vigorous in pursuing cycle route network development, instead concentrating on a few specific proposals,
but it has also come up against strong public opposition both to giving cycles any priority on road space
and to shared use with pedestrians. Some work on travel plans involving large employers in the main urban
areas did get underway, but languished for several years prior to the appointment of a travel plan co-
ordinator. However, capital has continued to be available for small-scale safety schemes, some of which
have adverse eVects on rural road character. As the main black spots have been dealt with, we believe this
is an area of expenditure with diminishing returns and that putting comparable sums into public education
(which of course would be revenue expenditure) might have more widely beneficial results.
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20. One area that concerns us is the amount of eVort and expenditure that has gone into project
development work that never reaches the stage of delivering results. While technical considerations, public
opposition, budgetary constraints etc given as reasons, we wonder whether another reason is also the fact
that project development work is contracted out to Capita Symonds with consequent less close supervision
and less regular review of what is often challenging work than would be the case if the work was undertaken
in house or through contracts that maintained a closer working relationship with council staV. We are also
concerned that the current arrangements fail to develop an imaginative approach to finding solutions.

Second round of plans

21. While Cumbria’s Provisional Local Transport Plan 2006 to 2011 was clearly written with the
Government’s Transport Strategy and its LTP guidance in mind, it seems decidedly weak in terms of its
ambitions (except in respect of new road schemes). No doubt budgetary issues and political will have been
important factors, but we believe the LTP process and the DfTs own guidance have not always helped. The
new plan abandons traYc reduction and stabilisation targets for all areas except Carlisle. Targets for public
transport and cycle use are reduced to tiny increases on the pretext that previous targets were “unrealistically
aspirational”. Such targets are of course much more likely to be achieved, but their achievement will have
no significant eVect on traYc conditions.

22. It is easy to see, and to sympathise with, Cumbria’s predicament. The target of simply preventing
further decline in public transport patronage, would, on current trends, be seen as significant achievement.
Meeting the target of having a mere 6% of employees covered by work travel plans by the end of the plan
period would still represent significant progress in plan preparation. But neither would result in traYc
reduction, merely put a small deflection in the upward trend. At the same time, ambitions for new bypasses,
if realised, would release suppressed demand, resulting in additional motor vehicle trips. It is hard to see
that the White Paper objective of making walking and cycling a real alternative for local trips being fulfilled
to any serious degree.

23. The first LTP has resulted in demand management becoming more clearly part of the agenda.
However, work on it needs to be stepped up by an order of magnitude if it is to be at the core of future
delivery rather than merely tinkering at the edges. Furthermore, priorities, the scale of action intended under
many of the policies and the outcomes envisaged, are not specified.

Performance management regime

24. Our perception of the assessment by GONW of Cumbria’s performance is that it has been perceptive
and fair. For example, the assessment of the second LTP identified the lack of evidence that the
environmental impact of the Plan’s schemes and policies had been fully considered. Other areas for
improvement included:

— A clearer indication of how alternatives to future major schemes will be considered.

— Consideration of how to improve transport outcomes through the use of revenue budgets.

25. However, when we look back at the all too slight progress made on developing demand management
measures under the first LTP and the reduced ambitions regarding their outcome in the second we are a little
concerned that ambitions are being tailored to those which can be more easily met in order to achieve higher
scores for delivery.

26. Cumbria’s second LTP has a lack of reference to policies and actions to reduce the need to travel, a
key Government objective reflected particularly in the ODPM’s planning policy guidance. The Plan also
states that “. . . there are inevitable needs to travel long distances and high dependency on cars and lorries for
travel and transport. This makes the need to accommodate traYc essential”. This suggests a continuing
demand-led perspective. Moreover, while relevant policies would not necessarily be in a transport plan, it
would be helpful to know how they and the transport policies are integrated, or indeed whether they are
integrated, and what steps the council intends to take to promote their integration. Such demonstration
ought to be a criterion on which the eVectiveness of LTPs are judged.

27. We do not believe the Annual Progress Reports give adequate transparency and rigour in assessing
performance. They give a flavour of the processes underway rather than the anticipated outcomes. The scale
of activity and stage schemes are at is not always clear, and as the individual schemes achieved are rarely
identified it is not possible to judge the quality of the achievements. Year to year changes in numerical
indicators can be misleading in the absence of real insight into what is happening on the ground.
Furthermore, particularly where behavioural change is being promoted it may take many years for the
consequences of measures to be fully felt.

28. We understand DfT intend moving to assessments every two years and a strong focus on the delivery
of outcome related targets. We further understand that environmental performance will become a key
assessment criterion. We very much agree with those changes. However, we note that the rewards for
delivery, and penalties for non-delivery, aVect only capital budgets. We would suggest that if such a system
of penalty and reward has merit there needs to be some mechanism by which it can influence revenue
budgets.
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Balance between infrastructure projects and travel plan initiatives

29. We believe there is a major and serious imbalance. The systematic development and implementation
of travel plans is perhaps the most vital part of demand management. Travel plan development needs
considerable and ongoing support, both to stimulate plan preparation and ensure quality outcomes.
Employers and employees need to see that this is the case. With reference to the Cumbria example above,
assuming that the 6% target is met, and if the plans influenced 10% of the journeys concerned, that would
represent a mere 0.6% of work related journeys. Ambitions in these areas need to be stepped up an order of
magnitude if significant modal shift is to be achieved. And that will require a considerable increase in revenue
funding, together with capital funding in due course once the necessary infrastructure improvements to
make travel plans fully eVective have been identified.

30. The proposed capital allocations of around £300,000 for travel plan implementation and £700,000 a
year for pedestrian and cycle route development will enable projects to be spread only thinly on the ground,
or concentrated in very few areas, and not give the rapid progress needed on a scale that would make a real
diVerence to travel behaviour.

Conclusion

31. The introduction of LTPs, or something like them, was necessary in order to deliver the
Government’s 1998 (and later, 2004) Transport White Paper objectives. However, while they have made
progress it is disappointing that in Cumbria the second round plan appears in many respect to be a step
backwards. The new transport agenda is a challenging one requiring a much greater shift in resources,
including revenue resources, to deliver than the system seems capable of. Expenditure priorities need to be
changed considerably in favour of demand management measures for real change to be eVected.

24 April 2006

APPENDIX 3

Memorandum submitted by the Freight Transport Association

Introduction

Freight Transport Association (FTA) represents the freight transport interests of businesses throughout
the UK. Its members range from small and medium size enterprises to multi-national public companies and
are involved in all modes of transport. FTA members operate over 200,000 heavy goods vehicles, about half
the UK fleet, responsible for 90% of freight moved by rail and 70% of goods shipped by sea and air. This
unique multi modal mandate enables FTA to speak authoritatively about all aspects of freight based on the
broader transport needs of industry in the economy.

The relationship between delivery of an eYcient infrastructure for freight transport and the land use
planning system is one of the key challenges for industry, which FTA believes impacts overall growth,
productivity and prosperity of the economy. According to Department for Transport statistics, road
transport accounts for approximately 81% of all inland freight movement, and this over-whelming
dependence on roads for freight movement reflects a number of unique advantages for road transport over
alternative modes. This includes direct access to and from collection and delivery points: namely door to
door movement, flexibility and freedom for the supplier to match fleet capacity (number and size of vehicles)
to demand (volume/weight of goods to be moved), and the ability to operate “just in time” delivery systems
(ie when stock has declined to a pre-determined minimum level). For industry to fully exploit these
advantages, the road network must provide a reliable and predictable level of service, as well as optimum
journey times: speed and reliability are of paramount importance.

Industry, however, believes the current system is too slow and unresponsive with the existing policies and
procedures resulting in lengthy delays in the delivery of new transport infrastructure. Lengthy delays in the
planning process negatively impacts productivity and stifles economic growth, creating unnecessary
regulatory burdens and costs for businesses. As expressed in our submission to the Barker Review for Land
Use Planning and the Eddington Transport Study, it is imperative for businesses that the planning process
is as streamlined and eYcient as possible.

FTA welcomes the Select Transport Committee’s review of local transport planning and funding and are
pleased to have the opportunity to provide the industry’s views on the important issue. Specifically, our
response outlines the industry’s views regarding:

— freight transport infrastructure;

— transport planning; and

— transport funding.
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Freight transport infrastructure

EYcient freight transport that delivers to consumers and business is vital to the economy, and road
transport plays a key role in achieving this. The freight sector, however, has to rely on a transport network
over which it has no control, with congestion creating the biggest challenge and cost for the industry. To
remain competitive and generate economic growth there is a need for high quality, reliable transport
infrastructure. Increasingly, transport infrastructure is under pressure from rising traYc levels both on road
and rail, which means delays to journey times with the number of unplanned incidents of congestion are
rising and overall reliability falling.

We take the opportunity of the Select Committee’s inquiry to reiterate the views of industry that have
recently been presented to the Barker Review for Land Use Planning and the Eddington Transport Study. As
pointed out in both submissions, modern logistics practices and eYcient supply chain management lie at the
heart of recent economic growth fuelled by consumer spending. Logistics allow universal availability of
retail products with short lead times for replenishment and rapid availability of out of stock items whilst
avoiding the high costs of inventory. EYcient logistics and freight distribution have also allowed the benefits
of globalisation and outsourcing to be achieved by providing reliable links between new low cost centres of
production and traditional consumer markets.

IneYcient freight transport constrains economic growth by adding to the overall costs of production and
sale. A major source of additional cost is congestion, manifested as a deterioration of journey time
reliability. This results in more vehicles being required in supply chains adding to the overall costs of doing
business. Reliability of journey times is the critical issue for freight transport.

Furthermore, transport is a secondary activity in the economy and its future intensity will be a product
of multiple macroeconomic factors. Predicting future demand for freight transport requires the basic
dynamics in society and the economy to be anticipated, as these will ultimately determine demand for goods
and services, and hence the nature of logistics systems to meet that demand. Society is poor at
acknowledging the link between its demand for goods and services and the activities that are required to
provide them. Intolerance of goods vehicles in city centres, resistance to night time and weekend deliveries
and complaints about numbers of goods vehicles on the roads are evidence of this phenomenon.

Future planning decisions must avoid the false impression that transport can somehow be controlled
independent from the rest of the economy. Consumer demands are increasingly requiring the continuous
replenishment of retail outlets, and this in turn requires deliveries at night and at weekends so as to avoid
congested peak periods. For more freight to be carried by rail, to reduce road congestion, then suYcient
capacity must be created to provide adequate rail services. For distribution activities to be carried out at
night when infrastructure is less congested then social and employment legislation must be flexible enough
to allow for these working arrangements. All these factors are important considerations for economic
growth and the planning system needs to be flexible and responsive to the changing priorities and demands
of the economy.

The strategic road network forms the backbone of freight activity, and while it accounts for only 2.5% of
all roads, it carries two-thirds of freight traYc and a third of all other traYc. The performance of this
network is critical to an eYcient supply chain and, therefore, key to maintaining economic competitiveness.
This eYciency cannot continue to depend on the coordination of policies and procedures among the dozens
of diVerent agencies and organisations that play a role in the operation of transport infrastructure on the
strategic network.

As external influences can constrain the planning process, industry’s view is that Government needs to
take control of road delivery and highway performance and provide leadership and vision, rather than seek
consensus between disparate groups of organisations. One consideration to achieve this is to develop a
transport hierarchy that seeks to make more sustainable and transparent decisions. This will create less
debate in the planning process, requiring local planning policies to respect the hierarchy.

Transport planning

An important problem perceived by the industry, with the relationship between the planning system and
transport infrastructure is the overall impact of the regional land use planning process. Regionally, we have
seen the emergence of Regional Spatial Strategies with associated transport strategies and, where available,
freight strategies. While these strategies all require Government approval there appears to be a lack of
Government action to carry the strategies through.

There is a need for more Government action to ensure that the strategies provide a forward planning
framework for local authorities and reduce the “clash” of local aspirations that very often lead to
uncertainty and delays in the planning process. For example, Transport Board decisions as they relate to
regional funding allocations, often encounter diYculties in setting priorities and this could be directly related
to local aYliations. If the Regional Spatial Strategies are what sets the framework for planning there needs
to be clear direction from Government that local authorities must work towards achieving a framework
which will help to eliminate conflict in prioritisation and aid the overall planning process.
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FTA has committed major resources, not least at the regional level, to establishing the necessary
consultative links with all local authorities who have produced Local Transport Plans (LTPs). Every
authority has received advice from FTA regarding the freight content of LTPs. FTA experience in relation
to consultation by local authorities has varied widely from no meaningful consultation in a small minority of
cases to models of excellence from other authorities. This reinforces our view that advice to local authorities,
whether in the form of Best Practice Guidance or Department for Transport (DfT) Guidance, must
emphasise the importance of freight within an LTP and consultation with bodies such as FTA to ensure that
freight policies assist industry develop sustainable distribution systems and practices.

It is noticeable that there was a distinct change in focus between the initial Guidance issued by DfT and
the second round. The first LTP Guidance encouraged local authorities to consider a wide variety of
transport modes, including freight transport, types of transport policy and methods for achieving
integration between transport and other areas of activity. The second round of Guidance signifies a marked
change in Government policy as local authorities are now asked to focus on delivering a smaller set of key
outcomes, reflecting the shared priorities agreed between central and local government (ie tackling
congestion, delivering accessibility, safer roads, and better air quality). While freight issues can still be
addressed through these shared priorities; there is however, no direct Guidance to do so as was the case with
the initial documentation from DfT. FTA, therefore, encourages Government to ensure future Guidance
does not move further away from the current focus to omit freight issues entirely.

There are two specific industry concerns regarding the transport planning process in relation to LTPs.
Firstly, as there is a clear lack of a specific freight section contained in LTPs, it is often diYcult to locate
such references in the overall document. This information is of importance not just for industry, but it may
also be of value to local businesses or the community itself. For a clearer understanding of freight issues
contained in LTPs, FTA recommends that there needs to be a method of cross referencing or identifying
those issues that relate to freight. Secondly, there is a lack of any transparent method to assess the eVects
of any LTP initiative and the process could be vastly improved with a requirement for including a
mechanism to assess initiatives against their proposed goals.

Transport funding

It is vital for all levels of government to recognise that industry needs a high quality, reliable transport
infrastructure to remain competitive and generate economic growth. There has, however, been a dramatic
under investment in the road and rail networks over many decades, during which time the economy has
grown steadily and people’s mobility has increased. This has, in turn, placed transport infrastructure under
strain. For example, FTA believes that there is £12.4 billion of widening urgently needed on key motorway
routes including the M1, M4, M6, M62, M60 and M25. At the Highways Agency’s planned spending levels
of £1.9 billion between 2005 and 2008, this is equivalent to 19 years of work to improve the freight transport
industry’s trade routes.

With regard to local transport funding, there is a need to ensure prioritisation of spending on freight
related initiatives is concentrated on maintaining strategic routes—generally accepted to be the primary
route network—used by the freight transport industry. It is important to keep major transport arteries open
and a lack of investment in these roads will continue to clog the existing infrastructure, increasing congestion
and reducing reliability of the delivery of goods.

FTA believes that any approach to local transport funding should be designed to require LTPs to not
only provide solutions to transport problems identified, but also provide a mechanism to assess results.
Furthermore, industry is concerned that while revenue funding is suYcient to address transport issues, such
as road maintenance, this money is not in anyway ring fenced for transport and can, therefore, be siphoned
to other politically advantageous spending initiatives at anytime.

Conclusion

Freight transport touches every aspect of society and the UK economy. EYcient supply chains bring
consumers year round product availability and rapid response times to orders placed in the comfort of
homes. Industry’s availability to compete in a world market for goods and services relies on freight transport
to supply what is needed and deliver what is produced at the right time, in the right condition and in the
right quantities.

Congestion is the single biggest challenge and cost facing the UK logistics industry, with the problem of
network reliability most acute in urban areas. FTA recognises that Government focus is aimed at making
best use of the transport network to facilitate movement. Schemes and initiatives to improve accessibility
are important to local transport planning, however, they should not just be attributed to securing
improvements to the punctuality and reliability of public transport—freight transport has an equally
important role to play. We do encourage Government at all levels to recognise that transport planning and
funding is not simply about moving people; the movement of freight is as vital to local economies. The
delivery of goods to retail and business premises in town centres is an essential part of commercial life.
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As previously indicated, FTA enjoys an excellent working relationship with most local authorities
throughout the UK, including ongoing dialogue with authorities across the whole spectrum of freight
related issues. FTA will continue to set out a clear and comprehensive industry vision for future investment
and we are determined to ensure that the UK freight industry’s interests are heard and acted upon. In order
to achieve this, we need the support and assistance of all levels of Government, including the recognition of
the role of freight in transport planning, including DfT Guidance. This would then ensure that local
authorities are accountable and responsible for supporting an eYcient, cost eVective logistics sector which
is a significant contributor to the development and growth of local economies.

Recommendations

In order to improve land use planning policy, the freight transport industry recommends Government
consider:

— Implementing a system that is more responsive to business needs, by reducing administrative
burdens and making decisions quickly.

— Ensuring future planning decisions avoid the misconception that transport can be controlled
independently from of the rest of the economy.

— Taking control of road delivery and highway performance, and providing leadership and vision
rather than seeking consensus between numerous groups of organisations with competing needs.

— Developing a transport hierarchy that seeks to make more sustainable and transparent decisions
and ensuring local planning policies respect this hierarchy.

— Advising local authorities of the importance of freight within an LTP and consultation with key
stakeholders to ensure that freight policies aid the development of sustainable distribution systems
and practices.

— Ensuring all future LTP Guidance does not focus on broader transport issues and omits
consideration of the importance of addressing freight specific issues.

— Requiring LTPs to contain a method of cross referencing or identifying those issues that relate to
freight to enable clearer understanding by stakeholders.

— Implementing a transparent mechanism to assess the eVects of any LTP initiative.

— Ensuring prioritisation of spending on freight related initiatives is concentrated on maintaining
strategic routes—generally accepted to be the primary route network.
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APPENDIX 4

Memorandum submitted by Mr Ray Wilkes

My name is Ray Wilkes. I am responding on behalf of WY T2000. I am a member of T2000 and Bus Users
UK. I am only responding to one question as I have only found out about this inquiry today Monday 24
April. I would like to be invited to respond on the bus regulation issue at the appropriate time.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

In West Yorkshire very significant investment has been made in transport: rail, road and buses as well as
the aborted Supertram scheme.

However, congestion is at such high levels that much of the investment for buses has not produced a switch
to this mode. When levels of congestion are high, buses cannot be reliable. Reliability is a key customer
requirement.

When faced with high levels of congestion, bus companies try to improve relialibility by putting extra time
into the schedules, but this needs extra buses at £300 per bus per day. On busy routes the required extra buses
put up costs, leading to economies being made on marginal services such as evening and Sunday services.
On my local service (662 Keighley to Bradford, luxury buses), a typical high frequency service, three extra
buses are being used compared with previous years. That is a cost increase of over £200,000 per annum The
longer journey time is unattractive. Congestion varies from hour to hour and day to day. Sometimes the
buses are still late, other times they have to “wait for time” at the bus stop.

If a route is not busy enough to support these extra buses, the frequency has to be cut; 10 minute
frequencies have been cut to 12 or 15, 15 to 20 and so on. Services may even be scrapped. As congestion
levels change all the time, timetable changes are frequent and confusing.
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These solutions to unreliability do not enhance the attractiveness of buses, they are just the best of a bad
job. Those with cars may choose to take their chance with rat running instead, or simply queue and try to
spend the time usefully, on the phone, reading or doing makeup, all of which are seen frequently and reduce
road safety. Those without cars are incentivised to get one, even if they cannot aVord a car or do not like
driving.

Investment has been made in new bus shelters and raised kerbs. However, these are of no use as they are
utilised for car parking and so cannot be accessed by bus users. This is very hard on the elderly, the less abled
or those with push chairs. The problem also slows the buses, which have to load in the traYc lane, also
slowing all the traYc and the next bus!

The overall result is that bus patronage is falling except in Leeds, but even here the bus network has to
be cut to keep up with congestion costs. In West Yorkshire we have much better bus stations and bus shelters
than say Oxford, York, Cambridge or Brighton, but this investment has not translated into practical benefits
of better services or reduced congestion, because buses cannot deliver if the roads are blocked. In the 30-plus
places following the Oxford example of demand management and bus priority (most only very recently),
patronage is growing and users enjoy better oV peak services than we get in West Yorkshire. Even our dullest
councillors and council oYcers can understand how unattractive a rail service would be if people were
allowed to park on the railway, but even the brightest do not seem to be able to make the leap of imagination
necessary to see this is also true of parking on bus routes!

We have miles of cycle lanes. Many are too narrow. But this has little practical impact as all cycle lanes
are used as car parks. In Bradford roadside parking is tacitly encouraged to reduce speeds and therefore
casualties. Casualty targets are thankfully being met, but at the expense of bus and business productivity.
Where congestion levels are not high, speeding is common: another disincentive to cycling and walking. A
quarter of all journeys could be made by walking and cycling, reducing congestion and improving health,
but only if traYc danger is low, and if noise and pollution are not allowed to make walking and cycling
unpleasant. The support of active travel in Oxford, York, Cambridge or Brighton is as important in there
traYc mangement success as their support of buses. In Bradford, our enforced sedentary lifestyle gives us
oneof the highest cardiac disease rates in Europe.

West Yorkshire has good motorway and trunk road networks, but for much of the time the network is
congested or gridlocked by commuters and/or crashes. Local authoriites want more new roads, but they do
not want to eYciently manage congestion or safety on the ones they have. They do not appear to care about
them at all, they just want new ones.

Conclusion

All government grants to LAs, whether through LTP, HA or other channels should require demand
management and where appropriate “Park and Ride” schemes.

A big national and local eVort is needed to improve road safety as crashes cause severe congestion on
motorways and on local road networks.

Without these measures most transport investment will not give the benefits needed to make our towns
and cities pleasant and economically eYcient. Much of the investment will be wasted.

With these measures, more peole will walk and cycle and health will be improved. Bus patronage would
grow and networks would improve without long term subsidy, although kickstart funding would be useful.
Business eYciency would improve with free flowing traYc. There would be economic benefits from reduced
crashes and reduced casualties.

24 April 2006

APPENDIX 5

Memorandum submitted by Freight on Rail

The format of our response is a short introduction with a definition of Freight on Rail.

The membership.

Summary

A. Partnership role.

B. Flexibility of Funding.

C. Comments on DfT guidance on LTP funding.

D. Why rail freight is important to the economy and society.
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Definition of Freight on Rail

Freight on Rail is a campaign working to get goods oV roads and onto rail as an important step in
developing a more sustainable distribution system.

Freight on Rail is a partnership between transport trades unions, rail freight industry and Transport 2000.
It works to promote the economic, social and environmental benefits of rail freight both nationally and
locally. It advocates policy changes that support the shift to rail and provides information and help on
freight related issues. In particular, it aims to help local authorities through all stages of the process such as
planning a rail freight strategy, accessing grants and dealing with technical matters.

The members are as follows: Rail Freight Group, EWS, Freightliner, RMT, ASLEF, TSSA, Network
Rail and Transport 2000.

Summary/Conclusion

We believe that LTPs form a key part of the framework to integrate land use planning and transport. We
need to make sure that rail freight does not fall between regional and local plans. It is important to bear in
mind that rail freight is extremely well placed to meet the key objectives of LTPs in terms of congestion and
road accidents reduction as well as improvements in air quality (DfT Guidance Chapter 3.4/Value for money
Chapter 4.50, 4.52). We would therefore ask that local authorities undertake to consult with the rail freight
industry where they are dealing with potential rail freight issues. Freight on Rail is pleased to act as a
facilitator.

A. Partnership Role

Government should promote partnerships with rail industry and other interests such as councils,
developers, employers tourism bodies and development agencies to improve the railways.

B. Flexibility of Funding

We question why local authorities are precluded from using LTP funding for rail, even though rail is well
placed to help authorities meet the objectives set by the DfT, to reduce congestion and road accidents as
well as improving air quality.

Authorities can and should however allocate funds to improve road access to existing or new rail freight
terminals within LTPs, under the present guidelines.

C. Comments on DfT Guidance on LTPs

Freight on Rail welcomed many aspects of the guidance but was disappointed by the absence of guidance
on freight transport. We would like to emphasize the importance of consulting the rail freight industry,
operators, the Rail Freight Group, Freight on Rail and users in preparing plans, particularly where there are
potential rail freight issues. The Freight Transport Association alone cannot represent rail freight interests.

D. Why Rail Freight is Vital to the Economy and Society

To protect the environment

Tonne for tonne rail freight produces 90% less carbon dioxide than road transporti.

Rail freight makes a vital contribution to protecting the environment and helping the Government to meet
its commitments to improving air quality and tackling climate change. Overall rail produces less than 1%
of the total U.K. emissions of carbon dioxide, the principle greenhouse gas, compared with 21% from road
transportii.

To relieve road congestion

An aggregates train can remove 120 HGVs from the roads—Network Rail 2005.

Rail is able to act as a freight bypass by oVering a more reliable alternative to road—something that will
be more attractive as road congestion continues to worsen.

Rail customer endorsements

“With road we have three, four or five times more problems, that is why we do it by rail,” Alistair
Monague of Maersk explained February 2006.
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Detailed Responses

A. Role of local authority partnerships

Within this planning framework, the Government should promote partnerships between the rail industry
and other interests, such as councils, developers, employers, tourism bodies and development agencies, to
improve the railway locally. New funding regimes, for example through a form of enhanced land value tax,
already being considered by the Government, could be applied to the railway, especially in growth/
regeneration areas.

We therefore think that a key element of both HLOS and the rail strategy should be about creating
templates for partnerships between the rail industry and others.

Local and Regional authorities are well aware of the need to lever in additional funding and many good
examples of schemes have merged from the LTP process within a partnership framework.

Derbyshire County Council is a good practice rail freight example and has an outstanding story to tell
on freight with eight million tonnes of freight now carried by rail each year that previously went by road.

The council is committed to promoting sustainable transport and minimizing the negative impacts of
freight transport. Derbyshire is a major producer of aggregate and mineral products, which are principally
consumed elsewhere in the country. Transport of these goods raises a significant environmental issue in
terms of the sensitive environment of the Peak District, which is the main source of limestone working, and
the burden that lorry traYc would place on local communities. Developing and implementing a freight onto
rail policy has involved the council building a strong relationship between the rail-freight operators,
Network Rail, the SRA in the past and now DfT, the Rail Freight Group, manufacturers, freight forwarders
and extractive industries. Good liaison has also been built within the council between the departments of
transport, policy and mineral planning.

Other examples of arrangements on the passenger side are Surry County Council’s pathfinder works
looking at a county council role in station upgrades; Kent county Council’s partnership with districts, TOCs
and Network Rail; the Ebbw Vale re-opening by Blaenau Gwent Council.

Reading Council has stated that a partnership there could use developer funding to re-signal the railways
there, redevelop the stations and add to capacity for the Southampton-West Midlands route, at no cost to
the taxpayer.

B. Flexibility of funding

We question why local authorities are precluded from using LTP funding for rail, even though rail is well
placed to help authorities meet the objectives set by the DfT to reduce congestion and road accidents as well
as improving air quality.

Research commissioned by Freight on Rail highlights that in counties with significant rail freight
potential, the local transport authorities could save serious amounts on road repairs if suitable cargoes were
to go by rail. This research also suggests that there would be merit in allowing certain local authorities, with
significant bulk, waste or port traYc for example, to use part of their road maintenance budget to support
rail freight facilities and services.

The research shows that the case study county council, which spends a typical amount on its road
maintenance, could be saving as much as £770,700 on road maintenance each year because certain goods
in its area go by rail rather than road. The research makes a strong case for local authorities to encourage
more freight to go by rail, particularly where they have significant bulk, waste or port traYc in their regions,
even without taking into account the significant additional environmental, social and congestion benefits of
rail freight. HGVs are up to 160,000 times more damaging to road surfaces than the average car; some of
the heaviest road repair costs are therefore almost exclusively attributable to the heaviest vehicles and the
research suggests that transfer to rail can reduce these costs.

C. How helpful was the LTP guidance from the Department for Transport?

Freight on Rail welcomed many aspects of the guidance but was disappointed by the absence of guidance
on freight transport. We would like to emphasise the importance of consulting the rail freight industry,
operators, the Rail Freight Group, Freight on Rail and users in preparing plans, particularly where there are
potential rail freight issues. The Freight Transport Association alone cannot represent rail freight interests.

However, we believe that the guidance underplayed the potential role of the railways. This was also true
of the White Paper, “The Future of Transport”. Rail services can provide a frequent and high capacity
alternative to car journeys and promote economic regeneration. Rail, both passenger and freight provides
a serious alternative to combat road congestion which is crucial for the economy as well as for society and
the environment.
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Two port examples of the importance of rail freight’s role in alleviating road congestion are Southampton
and Felixstowe. Both the A14 and the A34 are key artery routes which are very congested. Currently rail
freight services remove over a thousand lorries a day from both local and trunk routes from these ports.
More freight could be transferred to rail with Government support for infrastructure enhancements. Both
regions are experiencing economic growth which requires sustainable transport infrastructure development.

We do not believe that the guidance recognised rail’s role in providing sustainable transport solutions.

See section Why we need rail freight to protect the Environment for detailed statistics.

The alarming increase in global carbon dioxide emissions, show what a key role rail freight can play in
reducing air pollution and climate change.

Freight Transport

Given the scale and importance of freight transport it is regrettable that there was so little guidance to
local authorities on what they can do to promote sustainable transport, in particular help facilitate modal
shift and to limit the impacts on the community of freight transport. We believe that local authorities have
a crucial role in shifting freight onto the railways as local and regional authorities set the framework upon
which rail freight operates through the planning system via Regional Planning Guidance and Local
Development Frameworks. So it is vital that regional and local spatial planning makes adequate provision
for rail freight. It needs to identify and protect existing and disused sites, lines and sidings and suitable
interchange locations. In particular, planning permission for rail interchanges, without which rail freight
cannot increase, will not be secured unless the right policies are enshrined in the spatial planning framework.
The recent case of Mansard County Homes v Surrey Heath shows councils countrywide that, with the
strengthening of Planning Policy Guidance PPG13, they can protect disused railway land for future
potential railway use, without fear of litigation if this land is identified in local transport plans even where
there is no immediate evidence of future possible use. In addition to meeting some of the shared priorities
(road congestion reduction, improving road safety and air quality) modal shift can generate savings in road
maintenance costs and this should be reflected in the asset management section of the guidance.

D. Why we need rail freight?

To protect the environment

Rail freight makes a vital contribution to protecting the environment and helping the Government to meet
its commitments to improving air quality and tackling climate change. Overall rail produces less than 1%
of the total UK emissions of carbon dioxide, the principle greenhouse gas, compared with 21% from road
transportiii.

Tonne for tonne rail freight produces 90% less carbon dioxide than road transportiv.

FREIGHT TRANSPORT: AVERAGE EMISSIONS IN GRAMS PER TONNE-KILOMETREv

Mode PM10 CO NOx CO2 VOC

Rail 0.004 0.032 0.31 15 0.021
HGV 0.048 0.33 1.74 180 0.15

Key: PM10 particulate matter of less than 10 microns; CO carbon monoxide; NOx oxides of nitrogen; CO2

Carbon dioxide; VOC volatile organic compounds.

To relieve road congestion

An aggregates train can remove 120 HGVs from the roads—Network Rail 2005.

Rail freight, acting as a freight by-pass, can reduce road congestion which according to the UK
Government is set to grow by up to 37% by 2010.

To oVer an alternative to other issues facing road transport:

— Road congestion is causing extended and less predictable journey times.

— Existing driver vacancies 47,000 with the average HGV driver age now 55.

— Working Time Directive is estimated to require another 30,000 and to cost the road freight
industry an extra £1 billion per annum.

— Taxation by distance and tougher emissions regulations on the agenda.



3450581043 Page Type [O] 21-10-06 00:17:09 Pag Table: COENEW PPSysB Unit: PAG6

Transport Committee: Evidence Ev 169

Customer endorsements for rail freight 2006 at a European rail freight seminar 23 February 2006:

(a) Alistair Monague of Maersk commended the UK industry for achieving 98% on-time arrival at
destination rail terminal. He noted that rail was cheaper than road to many terminals and
demonstrated customer satisfaction. Maersk has trebled its rail volumes in three years and with
the volume increases the unit cost paid by Maersk has dropped by 4%.

Extract from Rail Business Intelligence 9 March on same speech from Mr Monague of Maersk:

Maersk stated that road hauliers raised their rates by 15% over the same three year period . . . But
reliability is even more important for the shipping line. Out of 80,000 jobs (a box round trip in the
UK) delays attributable to rail in 2005 were 882 wheras road delays amounted to 3,336. “With
road we have three, four or five times more problems, that is why we do it by rail,” Monague
explained.

(b) “Rail to and from the UK’s major ports is proving more reliable than road. Dedicated K&N rail
services from Southampton and Felixstowe are recording 95% reliability levels, compared with
‘low-mid 80%’ for comparable road haulage”. Peter Ulber, Chief Exec. Kuenhe & Nagel 2005.

Notes:
i AEA Technology for Strategic Rail Authority, October 2004.
ii The Railway Forum 2005.
iii The Railway Forum 2005.
iv AEA Technology for Strategic Rail Authority, October 2004.
v SRA February 2005.
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APPENDIX 6

Memorandum submitted by Loughborough Town Centre Transport Scheme

Summary

Leicestershire County Council propose to build an Inner Relief Road past Loughborough town centre,
increase the pedestrianised area, and restrict bus access to the town centre.

Details

To quote from the Leicestershire Local Transport Plan 2006–11, Chapter 11, page 312.

Scope of proposals

11.115 The town centre transport proposals consist of:

— The completion of Loughborough inner relief road, with associated junction improvements on
existing and proposed sections of the road to manage new traYc patterns resulting from A6 traYc
diverting away from the town centre.

— Creation of an improved pedestrian environment along A6 Swan Street/Market Place/High Street
and Baxter Gate.

— Provision of new high quality bus interchange facilities both in the High Street/Baxter Gate area
and in The Rushes/Derby Square area.

Contribution to LTP2 objectives

11.117 The scheme will contribute strongly to the following LTP2 objectives:

— The A6 through the town centre suVers considerable congestion at present, and this contributes
to congestion north and south of the centre. The inner relief road, and associated improvements,
will help to tackle congestion by allowing traYc to flow more freely.

— The A6 through the town centre is an Air Quality Management Area. Construction of the inner
relief road, with the smoother traYc flows and other improvements from improved vehicle
technology, will resolve the problem of air pollution at this location.

— Pedestrianising the A6 Market Place will allow significant improvements in pedestrian and cycle
access to facilities, and improved bus facilities will help make access by bus more attractive.

— Pedestrianisation will bring an end to road accident casualties on the A6 through the central area.
The relief road, built to modern design standards and with very little pedestrian/vehicle conflict,
is expected to produce an excellent safety record.
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— Pedestrianisation, and removal of traYc to a more suitable alternative route, will greatly reduce
the impact of traYc on people shopping, working and living in the central area.

Which seems very good. Unfortunately many of the County Councillors want the scheme implemented
with a total ban on cycling in the pedestrianised area. Perhaps more important is the approach to public
transport.

The proposals will result in buses having to take a convoluted route through the town centre because of
the closure of the existing route through the town centre, initially just in the northbound direction, but
potentially in both directions. This will make interchange between buses diYcult because the stops may be
at opposite ends of the town centre, rather than being concentrated close together at the moment. The new
positions of some of the bus stops will be much further away from the town centre, and so people will have
to walk much further to catch a bus.

Leicestershire County Council and Charnwood Borough Council commissioned a report on four options
for bus provision in the town centre from WS Atkins (the “Atkins report”) (Loughborough Town Centre
Bus Facilities Study, Final Report, September 2005, and now available on Leicestershire County Council’s
website: (http://www.leics.gov.uk/atkins loughboro bus study final report-2.pdf)). Four options were
considered, of which option 1 (On-street bus stops and stands on High Street and Baxter Gate) is close to
the current proposals. Their study showed that the distances people would be required to walk would change
dramatically:

Walking distance (metres)
Bus Route from bus stop to Town Hall Sainsburys The Rushes

existing 200 140 20
99 to Nottingham proposed 340 190 200

extra 540 50 180

existing 250 140 220
127 to Shepshed proposed 250 520 410

extra — 380 190

existing 200 270 20
127 to Leicester proposed 250 520 410

extra 50 250 390

existing 250 270 20
Air Line Shuttle to Derby proposed 500 390 110

extra 250 120 90

existing 130 270 20
5, 11, 12 northbound proposed 250 520 410

extra 120 250 390

Existing 200 270 20
5, 11, 12 southbound proposed 500 390 110

extra 300 120 90

The town centre car parks will now be closer than some of the main bus stops!

Bus passengers with disabilities, shopping, etc will be particularly disadvantaged by the increase in
walking distance.

The Figure (labelled Appendix B, and from the minutes of the Leicestershire County Council Cabinet
Meeting of 23 November 2006) shows the layout of the town centre, and arrows indicate the convoluted
route buses will have to take to serve the town centre. Because of the convoluted route which buses will be
forced to take, the time and distance to pass through the town centre will increase. This will increase
operating costs. To quote from the Atkins report:

5.4.21 The impact on vehicle requirement is likely to much more significant. The vehicle requirement to
operate a given frequency can change as a result of only a few minutes increase in bus journey time,
particularly where layovers are already tight. The industry rule of thumb operating cost per bus is at least
£100,000 per annum.

5.4.22 Bus operators may react to a change in the increase in vehicle requirement in the following ways:

— they may maintain the existing routeings and frequencies, and increase the number of vehicles in
operation; or

— they may reduce journey time elsewhere by taking a service out of a housing estate or a village; or

— they may reduce service frequencies.

5.4.23 Based on the information contained in tables 3.1 and 3.2, the following services have low layover
times, and hence may require more vehicles if journey times increase:

— 3, 13, 27 (interworked), 5, 99, 127.
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5.4.24 It is considered that the following routes may require additional resource as a result of increased
journey times:

— 3, 13, 27 (one vehicle), 5 (one vehicle), 127 (one vehicle).

5.4.25 Broadly, this is the case for all options. So this very tentative assessment suggests that each scheme
could cost around three peak buses, at an annual operating cost of at least £300,000 per annum.

The Atkins report was quoted as a reason for a decision in the Leicestershire County Council cabinet
meeting on 31 October 2006, but was not made publicly available until nearly two months later.

The public consultation in December 2005/January 2006 did not mention the extra walking distances. The
Atkins report was not available at the public exhibition on the proposals, and the council oYcers appeared
to have little knowledge of and no interest in potential bus routes around the town centre. Subsequently the
a reply from Bernard Evans, Team Leader Major Transport Projects, who was responsible for the
consultation stated that “All bus services in Loughborough are commercial, and apart from closing roads,
the highway authority can not influence where operators choose to run their services. Bus routes themselves
as you correctly highlight (apart from the section through central Loughborough) were therefore not subject
to public consultation, though bus routing through this area was a key issue of the public consultation.” I
can only assume that he was only concerned with bus passage through the pedestrianised area, not how the
bus services would operate around the restrictions.

The “improved” bus facilities we are being oVered will cost about £300,000, (Leicestershire County
Council Cabinet minutes, 31 October 2006), and will consist of new bus shelters and real time displays (and
will mostly replace existing facilities). The cost of the whole proposal is estimated at about £13 million.

Conclusion

The proposals oVer the motorist a relief road free, with removal of congestion. The bus passenger will get
new bus shelters, have to walk much further, and pay an extra £300,000 each year because extra buses will
be required to maintain services. Some councillors are proposing that cyclists will be banned from the
town centre.

The scheme will benefit the motorist, and shoppers arriving by car. Users of public transport will be
disadvantaged. Cyclists may be disadvantaged. The proposals, written by the County Council, in their LPT2
submission, do not mention that the proposals will disadvantage public transport users but improve access
for the motorist.
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APPENDIX 7

Memorandum submitted by Southend-on-Sea Borough Council (Unitary Authority)

Summary

The evidence set out below is based upon the experience of Southend on Sea Borough Council and is
documented in letters, emails and transport documents. It primarily relates to the application of the
“formula” for LTPs and sets out serious concerns over the ability to deliver Thames Gateway growth and
regeneration targets due to an annual reduction in funding.

Evidence

The final report of the former Transport Select Committee suggested that a future Committee might wish
to consider whether local authorities should have greater powers to raise their own resources to fund local
transport infrastructure. This consideration will be part of our inquiry.

The Committee wishes to examine a range of issues.

In Terms of Local Transport Funding:

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

Generally the Integrated Transport and Maintenance projects have been delivered as planned and cost
divergences reported. In terms of the Major Scheme, a case for further funding has been put to DfT for
consideration. The decision on this has been protracted and further costs incurred. Overall, despite good
performance in respect of the Major Scheme, the “scoring” of this through the APR process has been
questionable and has aVected the “scoring” of the APR, which in turn has led to a reduction in funding.
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There is no appeal on this decision and is considered to be too subjective. We have no ability to challenge
these decisions which are key to future funding and delivery of targets of the Government Sustainable
Communities plan.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

This has resulted in a net 5% reduction despite producing a good APR—this will have a serious eVect on
future delivery in a “growth area”. The primary objective and priority for Thames Gateway South Essex at
both national and regional level is to achieve employment-led regeneration and growth, including a
requirement for Southend to achieve 13,000 net additional jobs over the period 2001 to 2021 in addition to
6,000 additional dwellings. Improved transport and accessibility will be fundamental to this regeneration
and growth, and to achieving the jobs required to both improve existing jobs/worker imbalances and to
ensure that there is a proper employment provision and economic growth to match housing and population
growth (and achieve sustainable growth).

The following comments were raised at the time of the consultation on the formula, but none were taken
into account. These remain significant issues unresolved by the formula allocation.

Inaccuracy of population data for Southend

The ONS estimate that the residential population of Southend in mid-2001 was 160,300, based on the
2001 Census, while the population registered with GPs in the borough suggests a population of 177,000.
This discrepancy impacts on the bus patronage, congestion, and accessibility components of the formula
(influencing over 50% of the calculation), and has a negative impact on Southend’s calculated allocation.

The ODPM population figures used by DfT for 2003 do not appear to reflect the 1,200 additional houses
built between 2001 and 2003. ODPM figures suggest that the population in Southend increased by only 30
between 2001 and 2003 (from 160,270 to 160,300). The daytime population figures must also reflect the day
visitors to Southend (over six million per annum) as a key tourist destination resort and the eVect of
Southend as a new University Town. Other factors include the proximity to London for the 2012 Olympics
and the development of London Southend Airport as a regional airport.

No account taken of growth in jobs in formula

No account appears to have been taken of the growth in jobs in the formula and the likely increase in
levels of commuting:

1. Bus patronage levels are factored by projected residential population growth, but no account is
taken of the increase in bus patronage which is likely to occur in addition to this, due to the increase
in the number of jobs in the borough.

2. Similarly, the population projections in the congestion component only considers the growth in
residential population, and not any additional growth in the daytime population related to job
growth.

This is very important in Southend, particularly in relation to public transport funding allocations. 9,750
additional jobs are predicted for Southend between 2001 and 2016 (giving a growth factor of 1.15, ie 73,004
$ 63,254), compared with 4,400 extra houses (giving a growth factor of 1.06, ie 75,378 $ 70,978).

The current formula does not fully reflect Southend’s status as a Growth Area

This issue is in part related to the issue above, in that the allocation of Growth Area funding only reflects
the expected increase in housing, and does not account for the associated increase in employment.

In addition, the fact that Southend receives less funding under the current formula allocation, suggests
that the formula does not fully reflect the importance of the Growth Areas, and the need for adequate
funding to deliver the transport improvements needed to produce sustainable communities. Of the 13 local
authorities in the growth areas, 10 will receive a greater allocation and three will receive less. Of those three,
two are unitaries (Southend and Luton) and one is a county (Cambridgeshire).

The proposed planning guideline has now created a significant imbalance between investment in and
between the TGSE “hubs” of Thurrock, Basildon and Southend. The Thurrock allocation has increased
from £1.4 million to £3.977 million (including £2 million from Dartford tolling). The Essex allocation has
increased from £12.61 million to £15.111 million.

The importance in gaining support from the TGSE Partnership and Transport Board will be essential in
putting forward a strong case for reconsideration of the allocation. Kent, and East London (the latter
through funding from the Mayor of London) have all received significant increases in transport funding
which may lead to skewed transport investment.
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Potential solutions include increasing the allocation for the Growth Areas to above £6.7 million per year,
or increasing the level of funding available through the Community Infrastructure Fund, which is currently
inadequate and too short term. There is no indication whatsoever as to how the £6.7 million allocation has
been arrived at.

LTP2 sets out a package of measures that support regeneration and sustainability. The Strategic
Environmental Assessment for both the Local Development Framework and the LTP2 will be influenced
by a reduction in the delivery of new transport infrastructure, which is a key concern. This is particularly
relevant to the new developments at Shoeburyness, where accessibility problems have been clearly set out
in the London to Southend Study undertaken in accordance with the Government’s request in RPG9.

The formula does not reflect Southend’s status as a regeneration area, within the South Essex Thames
Gateway—a key regeneration area in England

Regeneration is currently reflected within the Accessibility component, however, population, deprivation
and car ownership only account for 15% of the formula (suggesting that deprivation and car ownership
account for a smaller proportion of the formula). Southend has a similar pattern of numbers of low car
ownership per head of population combined with high deprivation as both Peterborough and Luton and
substantially more than Thurrock.

There are also significant commuting patterns as a “peninsula town” with journeys to work both in and
out of the Borough of some 46,000 daily trips. This is not taken into account within the formula as the only
assessment in relation to congestion is population and how urban an area is. The DfT state that there are
practical data problems that prevent them taking into account actual congestion measurements at local
authority level. This does not reflect local circumstances. The importance of regeneration is also reflected
through specific funding for Objective One areas. However, there is no funding for Objective 2
(NB Southend has Objective 2 currently until 2006).

The current formula, results in a significant imbalance in funding across the Thames Gateway area, with
Essex, Thurrock, and Southend receiving a reduction. This risks a skewed transport development across the
regeneration area. It conflicts entirely with Policy TGSE3 in the East of England Plan, which emphasises
the need for a “step-change” in the provision of transportation infrastructure as a precondition for achieving
regeneration and additional development. Without other significant funding sources the only source of
funding for transport infrastructure would be the LTP2. A reduction in LTP2 allocation also aVects the
ability to link with match-funding.

Potential solutions include (i) increasing the weighting applied to the Accessibility component,
(ii) extending (and increasing) the funding for Objective 1 areas to Objective 2.

No account has been taken of relevant transport studies or traYc growth predictions. The London to Southend
Movement Study (LOTS) illustrated that:

— significant parts of the existing road and rail infrastructure are at capacity;

— if current travel patterns continue, the existing road and public transport networks have
insuYcient capacity to cater of any substantial growth;

— to retain the existing infrastructure and cater for substantial growth, a significant modal would be
required from the car to public transport of up to 50%;

— a “step change” in transport provision is required combining both highway and public transport
improvements;

— complimentary land-use planning and transport policies; and

— a programme of investment to 2021 of £1.6 billion is required.

This demonstrates the relevance of considering the TGSE are as a “whole” rather than Southend,
Thurrock and elements of Essex.

No account is taken of future traYc growth in the Road Safety component

The Road Safety component does not take into account the impact that traYc growth in some authorities
will have on casualties, ie authorities which are predicting an increase in vehicle-kms will need to spend more
than those authorities predicting reduced vehicle-kms to achieve the same percentage reduction in accidents.
It may be possible to use road traYc forcast data to obtain do-nothing traYc growth figures for each
authority, which could then be incorporated into the formula.
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The formula should take account of the importance of rail and air passengers in a local authority

The LTP is tasked with improving access to rail stations, Southend Airport and integrating rail with other
modes of transport. It should therefore be reflected in the formula. In Southend, rail is seen as an important
part of the urban transport system (both “metro” style and London commuting, and plays an important
part in managing traYc levels and reducing congestion. Southend’s LTP2, therefore places considerable
emphasis on improving integration between all modes. The airport development plan must also be taken
into account.

The DfT report states that the inclusion of rail services was included in the formula, but rejected due to
major data confidentiality issues.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

At present there are minimal powers to raise funding directly for transport that is “ring fenced”. TIF
envisages local charging, but will prove expensive and diYcult to manage in unitaries.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

There is a tremendous gap between capital and revenue funding that is causing great concern. There is a
tendency to delay capital funding on expensive infrastructure projects especially those with long term costs
such as intelligent transport systems (which do have the scope to deliver significant benefits. New housing
developments that improve the public realm may, in future, have to be maintained privately at no expense
to the public purse. There is a desire to improve the quality of life through better design, but this includes
potential higher maintenance costs. The preparation of Asset Management Plans is a step forward, but these
are costly to produce without extra funding to cover this.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

Clear guidance on the funding allocation is required. In terms of TGSE the case has been made for
substantial investment in infrastructure to see a “step change” in terms of transport provision, but as yet no
decisions have been made on the RFA. The preparatory costs for some Major Schemes will be prohibitive,
but are vital for regeneration and growth. TIF seems to be moving towards locations outside of regeneration
areas. There appears to be little dialogue between ODPM and DfT on this issue.

In Terms of Local Transport Planning:

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The guidance was useful and generally clear. The opportunity for dialogue and better feedback needs to
be improved and less a case of simply “scoring points”. Genuine feedback and discussion is brief and, given
the importance of the decisions, should be more encompassing and thoughtful.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

The focus for the Southend LTP is very much about improving accessibility and stimulating regeneration.
The LTP is set out in terms of the shared national priorities and also sets out local priorities too. A
substantial funding gap is obvious and feeds back to the over reliance on the formula allocation, which has
reduced the allocation in a “Growth Area”.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

Overall the APRs have benefits and disbenefits—the format has evolved and the future Delovery Reports
seem to be a natural development and provide a reasonable mechanism for reporting. Early dialogue and
discussion with DfT must continue.
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How successful is the balance between infrastructure projects and travel planning initiatives?

This has been taken forward through the SBC “Smarter Choices” programme and will see an
improvement in linking infrastructure with travel planning. There is scope for improvement in this area and
will be promoted strongly.

Conclusion

The linkages between transport planning, growth and regeneration are obvious at local and national level.
But there are serious funding issues that cannot be resolved by a formulaic approach that reduces the
Integrated Transport Block Allocation on a year by year basis. For a unitary, the proposed 10%
contribution towards Major Scheme development costs may prove prohibitive. The three authorities of
Essex, Southend and Thurrock are taking this forward through a “transport board”. This is supported by
the Government OYce but required significant support from DfT.

25 April 2006

APPENDIX 8

Memorandum submitted by South Yorkshire LTP Partnership

Summary

This response represents the collective view of the four district councils in South Yorkshire and the
Passenger Transport Executive. Under the requirements of the Transport Act 2000 these authorities must
jointly prepare and deliver their Local Transport Plan as a single document for the South Yorkshire
Metropolitan Area.

We believe that, although the LTP has brought certain benefits not least in terms of greater certainty of
funding, it remains largely marginal in terms of how it helps us address the scale of the transport challenges
we are still facing in South Yorkshire. These challenges must be addressed if we are to secure the economic
transformation of the sub-region after many years of industrial decline.

Particular areas of frustration relating to the DfT’s current focus on congestion as a driver for future
public investment in transport include:

— the ineYciencies of the major scheme bidding process;

— the resistance by DfT to recognise improvement in performance if targets have not been met; and

— the lack of connection between capital and revenue funding.

Local Transport Funding

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

On the whole, although an improvement on previous funding levels, local transport capital settlements
have not delivered what was expected. In South Yorkshire our targets for the first LTP have, in the main,
not been met. Projects of a more complex nature have proved diYcult to deliver within the reporting
timescales of APRs. Cost escalations of smaller schemes are met by re-allocating resources from elsewhere
in the LTP programme. Major scheme cost increases have been handled through submissions to DfT for
extra resources. Full allocations are spent each year but not necessarily on programmed projects.

The first LTPs were written as bidding documents. There was, however, little if any guidance as to what
level of bidding was appropriate. The 10 Year Plan for Transport generated an enthusiasm and belief
amongst transport professionals and delivery agencies that funding levels would be of an order capable of
bringing real change. LTP targets often reflected this and, in South Yorkshire at least, were based upon
identified need and in retrospect set at unrealistically ambitious levels. In the event, the actual levels of
allocation, although higher than in previous years under the previous Transport Policies and Programme
system, were still insuYcient to meet the significant challenges facing South Yorkshire as an area undergoing
significant social and economic change after years of industrial decline.

Although LTP settlements have been modest compared with expectations at the start of the LTP process,
the move to indicative allocations for integrated transport block allocations at least provided an opportunity
to increase the degree of certainty in programme planning for smaller schemes. In general, South Yorkshire
has generally spent its full allocation in each year of the LTP. However this has not always been wholly in
line with planned programmes. The DfT’s “use it or lose it” approach to annualised LTP capital settlements
has resulted each year in some expenditure, deemed to be at risk of not being spent in-year because of delays



3450581046 Page Type [E] 21-10-06 00:17:09 Pag Table: COENEW PPSysB Unit: PAG6

Ev 176 Transport Committee: Evidence

in the implementation process, being switched to other less complex, less contentious and less eVective (in
terms of meeting LTP objectives) measures. Transport delivery would benefit from a more relaxed approach
towards these annualised settlements.

The £5 million threshold identifying whether a scheme is a major one or not is too low and has been set
at this level for over a decade. It also eVects a “definition by cost” rather than what the scheme seeks to
achieve. Too many projects of relatively local impact therefore are brought into the DfT’s remit for
assessment. The introduction of the Regional prioritisation process, as well as adding a further layer of
complexity, involves schemes of mostly local impact having to be assessed against criteria concerning
regional significance. The opportunities aVorded by Transport Innovation Fund to facilitate additional
major projects capable of meeting national productivity criteria are significant, but the South Yorkshire
partners’ view is that to achieve economic transformation here a programme, as opposed to a project-based,
approach is needed.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

The South Yorkshire partners generally welcomed the formulaic approach to allocating the Integrated
Transport block and agreed with the basis of the formula set out in the DfT consultation of July 2005 being
an adequate reflection of the pressures related to the transport shared priorities. We expressed some concern
at the time that the highest weighting used for the formula, the public transport component, was based only
on current patronage data and did not, therefore, recognise eVorts to secure “modal shift” and the extent
to which potential and new passengers should contribute to this component. This point did not appear to
be acknowledged. Also, our preference to phase in the formula over three years (as opposed to five) was not
accepted, resulting in a small adverse eVect on South Yorkshire’s total settlement figure over the plan period
of LTP2.

Although South Yorkshire’s actual allocations over the first LTP period have been higher than the
indicative amount, this has been the result of supplementary bids being awarded in respect of Objective 1
related projects rather than because of performance related reward funding. South Yorkshire, in recovering
from a weak rating for its APR in December 2003, has not had its improved performance recognised in
subsequent years’ IT allocations as, despite achieving higher scores in December 2004 and December 2005,
its relative performance compared to other LTP areas placed it in either the “average” or “fair” band.

The December 2005 settlement was particularly disappointing for the South Yorkshire partners as,
despite bringing our LTP performance up by 17 percentage points to 75% on the previous year, we were still
classed only as “fair” and attracted a 5% reduction in our indicative allocation for 2006–07. The assessment
of our provisional LTP as “promising” attracted no performance bonus. We feel there is a degree of
perversity in that poor performance based upon an unfavourable assessment of performance is rewarded
with less funding which contributes to poorer performance. Penalties for non-delivery of certain projects
awaiting DfT decisions before they can move forward are particularly galling.

In addition, our most recent supplementary funding allocation for Objective 1 related projects was
significantly lower than the figure bid for as needed to deliver on existing commitments. It has also been
negatively aVected by the adverse impact of receiving only a “fair” rating for overall LTP performance in
2004–05. In our view, the balance between allocating resources according to need against recognising
improving performance is not achieved. The reward system appears not to favour LTPs being delivered in
challenging social and economic environments and where delivery must be achieved in co-production as part
of a metropolitan area partnership context.

Do Local Authorities have adequate powers to raise resources to fund local transport infrastructure? What
other powers would be helpful?

We believe, strongly, that local authorities do not have adequate powers to raise resources locally for the
level of transport involvement necessary to support economic transformation. As a result, the level of
transport investment in South Yorkshire, to date, has only been suYcient to aid economic recovery at the
margins. We believe a much more focussed eVort is needed if transport is not to remain a major barrier to
economic transformation. Changes in the institutional and financial arrangements are needed if we are to
deliver the types of transport project that can deliver transformational change in South Yorkshire. In South
Yorkshire and the wider SheYeld City region the opportunities to improve transport’s role include:

— recognition by Government departments of the economic impacts of transport investment;

— freedom and flexibility to plan and make decisions locally;

— local powers to vire between funding streams; and

— establishing the SheYeld City region as a Pathfinder City Region on Government initiatives.

In addition, we believe that the most eVective approach to tackling transport barriers to economic
transformation would be to develop a locally based programme of transport improvements, resourced from
the “national productivity” strand of the Transport Innovation Fund.
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Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

There is a lack of connection between capital and revenue funding, although both are critical to the
successful implementation of our transport strategy.

The LTP system has provided welcome additional capital resources on levels previously allocated under
the TPP and Package approach. Revenue funding however has remained largely at a standstill. As new assets
are provided the revenue costs of maintaining them need to be addressed through existing budgets. More
significant however has been the revenue consequence of supporting a greater number of marginal bus
services as operators reduce or remove services considered to be unprofitable. A standstill revenue budget
has made it increasingly diYcult for the South Yorkshire partners to support such services and develop
schemes and projects, even though they are vital to maintaining access to jobs and services for remote or
disadvantaged communities and in reducing the numbers of car trips. The imminent demise of rural bus
challenge funding will compound these diYculties and create further stress on rural access to jobs and
services in a number of South Yorkshire locations.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

The current bidding process for major schemes is not eYcient. Too much time, eVort and resource is
needed to prepare schemes which may or may not be viewed favourably by DfT. Schemes we believe meet
criteria can be delayed (as DfT request more information not originally required). Increasing the £5 million
threshold for major schemes or, more significantly, giving more powers to local authorities to raise funds
for local transport investment, would avoid the wastage of eVort.

In addition, DfT has passed more of the risks associated with scheme preparation on to local authorities
as scheme promoters as a deliberate policy. Whilst this may have the beneficial impact of reducing the
number of purely speculative major scheme submissions, the eVect has also been to reduce the preparedness
of local authorities to commit resources to working on projects that are costly yet could deliver significant
benefits in terms of LTP targets. The current DfT consultation on its draft guidance for major scheme
funding seems to increase the share of risk carried by local authorities by also seeking a 10% local
contribution to all major scheme costs.

Consultation processes at the local level, often the result of statutory processes, can have a delaying eVect
on scheme implementation. Although it is entirely right that local communities should have a say in the way
schemes that will impact on them are designed and delivered, the current process throws up the following
problems:

— To cover the costs of scheme preparation a project needs to have first been programmed by the
local authority. This means the scheme could change, and its costs increase, as a result of issues or
changes identified during consultation.

— Once a scheme is programmed DfT’s reporting requirements expect to see an output delivered
against expenditure during the programme year. In some cases a scheme may take several years
to complete but DfT still expects to see an output whenever any expenditure is recorded.

These problems could be reduced if DfT amended its reporting requirements to recognise that the
timescales of some projects span several financial years, and allow work to be progressed on design before
“starting the clock” running from when the delivery of outputs must be reported.

In addition, bidding for “challenge” funding is particularly onerous in terms of staV resources etc.

Local Transport Planning

Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round LTPs learn from the first, and
how could the process be further improved?

The LTP and APR processes represent a significant improvement on previous transport planning
processes. They have brought an opportunity to consider transport in its wider context, allow all modes to
be considered and provide a framework for more sensible debate about how transport can support wider
policy objectives. However, they are highly labour intensive, expensive in terms of staV time and resources,
and impose an additional layer of bureaucracy and accountability on top of other auditing and inspection
regimes. In an area such as South Yorkshire, recovering from economic decline and looking to transform
its economy still further, the LTP is only of marginal significance in delivering what the partners agree is
necessary. On this basis the LTP and its reporting requirements are seen as requiring a disproportionate level
of attention to be paid to a regime that delivers only a fraction of the investment needed.
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In future, less onerous reporting requirements, a focus on outcomes as opposed to outputs and how
resources have been spent would relieve the administrative burden and free up more time and resources to
delivering projects. The opportunity to develop a unified reporting framework as part of Local Area
Agreements should be taken, although this may require DfT to adopt a less hands-on approach to
performance monitoring of local authorities programmes.

DfT guidance is sometimes received too late for LTP partners to assess and accommodate it, particularly
in an area such as South Yorkshire where the statutory requirement to deliver a joint plan involves complex
Partnership approval processes that can be time critical. The particular issues of delivery in a metropolitan
area where councils and their PTEs must prepare and deliver joint plans, do not always appear to be taken
into account within the guidance. There have been incidences of some guidance being unclear or even
contradictory, such as in relation to accessibility planning indicators and targets for LTP2. Guidance in
relation to setting Congestion targets has been tardy and reliant on untested data and collection methods.
Indeed, we are still waiting for the guidance on reviewing and setting speed limits and certain aspects of the
use of safety cameras.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

Although the South Yorkshire partners have embraced the transport shared priorities that form the basis
of the Government’s Transport Strategy, and have written their second LTP with a specific focus on how
we can address the challenges we face in each, the bigger issue in South Yorkshire at present is how economic
transformation can be secured and how transport investment can harness the potential of existing or future
opportunities. In this respect therefore the limited funding potential of the LTP and its relatively short term
time horizon means that it is viewed here more as a local interpretation of national policy priorities than a
means by which the partners can express their particular and ambitious vision for transport.

Apart from accessibility planning, the focus on shared priorities means that the LTP must address how
we deal with the negative impacts of transport, rather than adopting a more positive planning process that
incentivises economic and social regeneration and growth.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

The annual reporting process has had the eVect of compounding initial errors made when we set
unrealistically high targets. It fails to acknowledge upward trends. The Partners in South Yorkshire could
have reset their LTP targets but decided to stick with the original set in order to build a clearer picture of
progress over the Plan period. The eVect of this decision however was the subsequent annual criticism of
non-achievement, even where targets were only just missed.

In setting LTP2 targets at a more realistic level we have learned the lessons of LTP1 of not being overly
ambitious and setting ourselves up to fail. We wait with interest to learn if our LTP2 will now be assessed
as not being ambitious enough.

It is our understanding that at present the APR system will not be applied to LTP2, so we await further
guidance from the DfT on how they will expect us to report progress. In the meantime, SY has its own
performance management regime in place to ensure that progress is maintained.

How successful is the balance between infrastructure projects and travel planning initiatives?

The considerable potential of “softer” measures to deliver significant changes in people’s travel
behaviours is not reflected in the capital focus of LTP funding. Although some infrastructure improvements
can support travel planning initiatives in some locations, the majority of travel planning activity is revenue
based. With pressures on revenue budgets as intense as they are, the full potential of travel planning is
diYcult to realise.

Conclusion

Recognition by Government that local authorities need more powers to raise resources locally would go
some way to relieving some of the ineYciencies and frustrations inherent in the current LTP system. A move
towards a single, unified reporting framework as part of Local Area Agreements may bring some eYciencies
also in local performance management and help align DfT priorities with other policy areas. At present, the
intensive annual reporting process is geared too heavily towards DfT’s specific reporting requirements. A
move in LTP2 to outcomes-based reporting on a bi-annual basis may bring some benefits, but the DfT
guidance needs to be timely and avoid contradictions arising from diVerent parts of the organisation giving
diVerent advice.
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More importantly for South Yorkshire, however, would be a move by DfT and other Government
departments to recognise the emerging and strengthening city regional governance arrangements which will
require greater freedoms and flexibility to plan and make decisions locally.

25 April 2006

APPENDIX 9

Memorandum submitted by Transport Activists’ Roundtable North West

The regional Transport Activists Roundtables, as explained on the Transport 2000 website
(www.transport2000.org.uk), were set up (in the late 1990s) to respond to the regional transport agenda and
provide a voice for sustainable transport at that level. Established with pump-priming funding from the
Countryside Agency and the blessing of regional government oYces, these are umbrella bodies whose
members include representatives from a range of environmental and sustainable transport organisations.
They are co-ordinated by Transport 2000.

For most years since the introduction of Local Transport Plans (LTPs), the North West Transport
Activists Roundtable (NW TAR) has carried out an analysis of its region’s LTPs and Annual Progress
Reports (APRs) in order to provide Government OYce for the North West (GONW) and the Department
for Transport (DfT) with the benefit of an informed grass roots perspective not only of what the plans say
but what it is like to be on the receiving end of the consultations carried out by the region’s local highway
authorities. The contributors to this exercise take part voluntarily and they bring to it a wide range of
knowledge and expertise.

Last year’s NW TAR analysis exercise was broader and bigger than ever before because it involved
addressing the fifth APRs from the first LTPs and also the Provisional LTPS for the period up to 2011. The
result was a large report of 92 pages, the full version of which is obtainable from the author of this
submission.

As a result of this experience of analysing an entire region’s work on local transport planning over a period
of several years, the NW TAR felt it was in a position to be able to contribute to the House of Commons
Transport Committee inquiry into this issue. Please note, this submission relates only to the local transport
planning aspects of the current inquiry and not to the funding issues.

Summary

Sustainable transport organisations broadly welcomed the introduction of LTPs which required better
forward planning, monitoring and consultation and a more holistic approach to transport. The NW TAR
were also very heartened when many local authorities incorporated into their first LTPs transport
hierarchies (at the top of which was usually “walking”) and commitments to help implement green travel
plans, along with a range of other sustainable measures. Sadly, most LAs have changed their criteria and
data capture methods as the years have passed and it has become increasingly diYcult to track performance.
Single big infrastructure projects are still seen as the main candidates for major scheme bids rather than
packages of soft measures and sustainable transport is not prevailing. A notable exception to the trend is
Merseyside which only proposed one road scheme in its Provisional LTP, whilst most LAs still have road
schemes dominating their plans. Also, LAs are not adequately addressing pollution and CO2 emissions.
(See over-arching comments from last year’s NW TAR analysis report, attached.)

Questions Posed by the Transport Committee in Relation to Local Transport Planning

Were the administrative process and timetable for delivering LTPs appropriate? How helpful was the guidance
from the DfT? How did the second round of LTPs learn from the first and how could the process be improved?

The NW TAR is sympathetic to the fact that advice/guidance/software from the DfT to LAs was often
late. This needs to be radically improved because the factor which invariably suVers when it is is the
consultation part of the process. The guidance itself has often allowed the LAs too much freedom of
interpretation. They have regarded much of it as a box-ticking exercise. Yes, they may have written a
walking or a cycling strategy or a bus strategy and yes they may have carried out consultation, but oYcers
who wrote the strategies have often since moved on to other jobs, the strategies have often not been enacted
and the consultations have often been meaningless. The second round of LTPs are weaker on rail and, in
the main, still weak on rural issues—and many LTPs are clearly still not being properly rural-proofed. A
key factor in the second series of LTPs is the need for LAs to be required to adopt stretching targets and
for them not to be allowed to chop and change targets and objectives. There also needs to be a requirement
for LAs to provide feedback on consultations and to be shown to be re-acting to strong public opinion.
(See over-arching comments from last year’s NW TAR analysis report, attached).
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How well have the LTPs delivered better access to jobs and services, improved public transport and reduced
problems of congestion, pollution and safety? To what extent has the Government’s Transport Strategy fed into
the 2nd LTPs?

The introduction of the LTPs in the wake of the Integrated Transport White Paper undoubtedly had the
initial eVect of re-focusing LAs attention onto public transport, some soft measures and, to some extent,
walking and cycling, but the perception of the non-governmental environmental/voluntary sector is that that
initial impetus has been lost—primarily as a result of the national transport policies not keeping faith with
the sustainability agenda. There have been selective improvements in public transport but these are being
negated with bids for new and widened roads in order to tackle congestion. The focus of LTP advice needs
to be kept on the more sustainable modes of travel or the necessary modal shift will not occur. Amongst
both local government transport oYcers and NGOs and volunteers who engage with them, there is a general
feeling of confusion in relation to transport policy. It is particularly diYcult to understand how most LTPs
will result in reduced pollution and CO2 emissions.

How eVective is LTP performance management/Do the APRs give transparency/rigour in assessing
performance?

The answer to both questions is a decisive “No”. A prime example of a perplexing decision by
government—which seriously weakened the management of the LTP process—was its decision to lift certain
requirements from those LAs which were rated as “excellent” following the first performance assessments.
The anomaly was that many LAs achieved this rating through scoring exceptionally well on services other
than transport: eg Blackburn with Darwen was considered to have an outstanding social services
department, but it was rated amongst the worst in the country for its transport performance. Despite this,
it received the government’s blessing to produce no or less demanding LTPs and APRs if it so desired. This
decision sent out the wrong messages—not only to the LAs which were under-performing on transport, but
also to those which were performing well. Another major problem has been that no-one from central
government appears to be responsible for checking up on the truthfulness and thoroughness of the LAs
claims and reports. For instance, it was the NW TAR which drew to the attention of GONW to the fact
that a series of bus stops which Cumbria claimed to have installed in one of their APRs were not in fact in
place. Examples of other failings include Greater Manchester’s failure to deliver on walking and Cheshire’s
failure to deliver on most of its Quiet Lanes promises. And the APRs have not given the necessary robustness
in assessing performance because LAs have been allowed to introduce major schemes into them which were
not in their LTPs and they have been allowed to vary their assessment methods. (See attached over arching
comments).

How successful is the balance between infrastructure projects and travel planning initiatives?

Reading the LTPs and APRs, a casual observer might well conclude that a good balance has been
achieved. The reality is that the LAs have become very skilled in writing reports which pull all the right
levers. This is not the same thing as producing the best end product. On the ground, cyclists and walkers
have seen piecemeal improve-ments in some areas and whilst there are good examples of quality bus
corridors, they are few and far between. Meanwhile, too little attention has been given to rail projects and
the way of tackling freight problems seems to be a trend (particularly in the NW) for huge freight terminals
purportedly based on rail but which—on closer inspection—involve vast areas of warehousing and facilities
for road-to-road freight transfer. Re travel planning initiatives, LAs (unlike the DfT) do not appear to yet
be convinced that packages of soft measures or “smart choices” can, cumulatively, have a very significant
eVect. They need more encouragement to come forward with packages of measures, eg networks of
greenways and quiet lanes, as major projects rather than big infrastructure bids.

EXTRACTS FROM NW TAR ANALYSIS OF THE 2005 LOCAL TRANSPORT PLAN
ANNUAL PROGRESS REPORTS

Comments on 2005 APR Objectives and Targets

All Indicators (1)

— It is worth repeating the complaint we made last year, ie that the constantly changing
requirements, criteria, and measurement techniques for data capture over the Local Transport
Plan (LTP) period have made year on year comparisons and achievement against targets—and
therefore the fulfillment of declared objectives—extremely diYcult. NW TAR believe that a more
stable regime should have been in place at this late stage of the LTP process. We hope that
consistency and methodology will be significantly improved in LTP 2.

— Most of the Annual Progress Reports (APRs) include a clear indication of that authority’s own
view of its progress. However, as the APRs are bidding documents and the local authorities’ views
of themselves are hardly impartial, it is necessary to look beyond some of the self-congratulatory
statements to the actual achievements and the results presented (see individual comments for
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details). It may be that there is additional information not available to the casual reader but we
would suggest that, if this is so, then it should be more prominently displayed and discussed in the
narrative sections.

— As before, there are some good examples of narrative support, well signposted and logically
presented. There are, however, a number that leave the reader wondering where the supportive
information is to be found. NW TAR have found relevant information in the delivery sections, in
specialist annexes and in executive summaries.

— Trajectory targets have not been indicated for all, making it diYcult to assess an authority’s
progress against anything but trended targets. Some authority targets do not meet the agreed
national and 10-year shared targets.

— As last year, there are examples of targets not being met and although remedial activities are
summarised there are no timescales or measurements associated with these. NW TAR wonder how
the success or otherwise will be measured. Even if these action(s) have the desired result there will
be no real understanding which of potentially several initiatives has create the success, this cannot
be called focused action.

— NW TAR are disappointed to see that in some cases the non-achievement of target results in
deferred or reduced targets rather than corrective action. Whilst accepting that circumstances
change, it would be beneficial if the rationale for such changes was indicated.

All Indicators (2)

— Most particularly, NW TAR are disappointed with the removal, by many authorities, of rail
objectives from the local indicators. Whilst accepting that an authority is not able to directly
influence these we believe there are many initiatives, such as local transport partnerships, better
interchange facilities, that can be initiated by an authority to encourage increased rail usage. Their
inclusion gives a holistic view of transport within an authority area and promotes greater
understanding of community needs and aspirations. Increasing rail patronage, for say commuting,
usually requires intervention by the authority in providing parking or encouraging bus/rail
timetable scheduling.

— There are still few indicators monitoring freight and freight movement.

Core Indicator specific

Road Condition

NW TAR believe the monitoring, and reporting, of NW road conditions has been unsatisfactory.
Notwithstanding changes to the methodology, we believe NW authorities should have been more vigorous
in anticipating these and changing objectives and targets accordingly.

We also have concerns about future measurement consistency due to:

— Authorities still questioning the subjective nature of assessment. (NW TAR believe some quality
assurance guidance is necessary to ensure standardisation across the NW).

— The availability of measurement equipment to support BV96 (or its replacement).

— Blackburn’s comments about texture depth and its potential for distorting the results.

Bus Patronage

Generally, NW TAR found the bus patronage figures disappointing with several authorities reporting
falling or at best stable numbers of passengers.

Some authorities have demonstrated that by analysing and meeting customer requirements it is possible
to increase patronage on specific routes. Other authorities need to demonstrate such an approach before
simply reducing commitments. NW TAR will be looking for such supportive evidence in LTP 2.

NW TAR’s concern is that with a focus on high capacity routes and Quality Bus Corridors there is
potential for reducing resources to services that do not have potential for high levels of usage. Any initiatives
should be part of a holistic view and strategies should include other forms of public transport such as
demand-responsive services.

Bus Passenger Satisfaction

Many NW authorities did not publish any report for this objective, we believe primarily due to the lack
of survey information and the DfT instruction. NW TAR believe that past results should have been retained,
even though they are not a requirement, believing that this maintains visibility year on year. (It is also not
diYcult to accomplish).



3450581048 Page Type [E] 21-10-06 00:17:09 Pag Table: COENEW PPSysB Unit: PAG6

Ev 182 Transport Committee: Evidence

That said, we agree that it is diYcult to judge performance due to the length of time between surveys. For
example; the withdrawal of a key service would not show in “Satisfaction” results for potentially two years—
too long a period to initiate remedial action.

NW TAR believe that the measure needs to be reviewed. We also believe some form of all traveller
assessment needs to be introduced, enabling an under-standing of the barriers to modal shift. Traveller
perception of bus travel is a key piece of information.

Cycling

Although there appears to be some small increase in cycling in most areas, the overall impression is that
it is not suYcient to achieve the government’s 10-year plan requirements. (However, it should be noted that
surveys of greenway usage by local authorities are few and far between.)

Many authorities have started to use indicator presentation rather than actual cycle trips. This makes
presentation of results easier but NW TAR believes it does not help monitor modal shift and has the
potential for giving a misleading impression. For instance, as suggested above, there is no evidence presented
of changes in leisure/oV road cycling as opposed to journeys to work.

Road Safety

With the exception of one or two authorities, generally successful results are recorded in respect of road
safety. NW TAR would only comment that, as the number of accidents fall, it becomes increasingly more
diYcult to achieve success. Authorities have listed many initiatives to facilitate the continuing good work
but these are not quantified and it will be diYcult to assess which of these is eVective.

Rural Access

NW TAR are disappointed in NW Authorities responses to this issue.

Several NW authorities give the impression that they believe this of minor concern, There seems to be a
general acceptance of the situation rather than real attempts to improve it.

On the positive side, some authorities are demonstrating an increasing awareness of voluntary,
community and demand driven response initiatives and they are taking a proactive stance.

It is interesting that Merseyside have encouraged development and provided funding, they now report
that the services provided are becoming commercially viable. More initiatives like this could be beneficial.

Local Indicator specific

— There seems to be a general loss of focus on the PSA and 10-year Plan targets.

— Several APRs contain retargeting based on future LTP2 information and expectations, making it
diYcult to form a genuine opinion of progress on objectives and targets set for the first LTP period.
NW TAR find it interesting that these changes are quite often introduced where very stretching
targets have been set.

— Many local targets related to modal shift, ie cycling or walking, are shown against a benchmark
100 index. This makes it extremely diYcult to evaluate if there is a modal shift. Some form of
% mode based count would be preferable and make evaluation of any shift easy.

— NW TAR believe that several of the local targets are indicative only and should be used for
monitoring purposes.

The above provides a flavour of the annual analysis carried out by the NW TAR. This last report also
included detailed assessments of each of the region’s nine APRs and each of the Provisional LTPs. Space
allowed for HoC Transport Select Committee submissions does not permit any further extracts but, if
required, the NW TAR is is willing to provide the full report.

26 April 2006

APPENDIX 10

Memorandum submitted by Mr Phillip Oliver

As a local CTC Right to Ride representative I submitted comments on both the draft and provisional
LTP2 to Worcestershire County Council. My comments are mainly a critique of WCC LTP2 but some relate
to the process of devising the LTP and the guidance that was issued by the Government.
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The contribution of cycling to accessibility was recognised in the Draft Accessibility Strategy. This was
despite that there was no clear guidance as to how local authorities could incorporate cycling in their
accessibility strategies. I wrote to WCC suggesting that a “cyclability index” could be superimposed on
accessibility maps that would enable the council to highlight where there are serious obstacles to cycle
movement. A “cyclability index” involves mapping roads according to their cycle friendliness using
available data such as traYc flows, speeds and casualty rates. An Accessibility Strategy that is heavily biased
toward public transport will miss the importance of cycling to many individuals living in areas of social
deprivation.

There was a failure to realise the importance of speed reduction in achieving the key objectives of
accessibility, congestion, safety and air quality. There was mention of introducing 20 mph limits in areas
where pedestrian safety is a priority such as outside schools. To achieve real environmental and quality of
life improvements the use of 20 mph speed limits must be more extensive and should be the norm for most
residential areas. This would create a much safer environment for cyclists and pedestrians. Speed reduction
is vital if there is to be a significant shift away from car use toward healthy and sustainable alternatives.

Despite the guidance indicating that no reduction in cycle use was a satisfactory target the WCC LTP2
does appear to have target although this is tucked away in a graph toward the end of the document. Under
“Mandatory Indicators” the graph shows a doubling of cycle use by 2010–11. Although below the previous
government target of trebling cycle use by 2010 it is encouraging that the CC feels that the measures set out
in the LTP will lead to greater cycle use.

There was no mention of developing a cycle training programme to the National Standard. This may be
partly due to the lack of a requirement to promote training by local authorities and a lack of long term
revenue funding to support training programmes.

In general there was a failure to develop adequate strategies to deal with issues which will become
increasingly important such as greater traYc congestion, climate change and health problems associated
with a lack of physical exercise.

25 April 2006

APPENDIX 11

Memorandum submitted by Dr Greg Marsden, Senior Lecturer in Transport Planning and Policy,
Institute for Transport Studies, University of Leeds

Summary

1. This submission draws on independent research project findings to comment on the Local Transport
Plan (LTP) process from 2000 to date. The submission focuses for the most part on the impact of the LTP
process on local authority behaviour and on transport outcomes. Where possible comments on funding are
provided.

Administrative Processes, Guidance and Learning from LTP1 to LTP2

2. The guidance for the second round of local transport plans has been more prescriptive than that for
LTP1. This is in part due to the lessons learnt by the DfT over the last five years. Only 18% of authorities
said that the LTP1 process was not or not at all adequate (Atkins review of LTP1, 2005). Tweaks to the
LTP2 process have been requested along the way but I am not aware of any authority that wishes to go back
to the pre-2000 process of Transport Policy Packages.

3. The ambitious nature of transport policy following the 1998 White Paper and around the time of the
writing of the 10 Year Plan was reflected in somewhat unrealistic requests for vision based transport
strategies in the first round of LTPs. This has been replaced with a clearer framework setting out what is
expected, how it should be measured and what the rewards and penalties will be. In particular, the
Department for Transport’s decision to commission Atkins to review the Local Transport Plan 1 process
has provided some excellent insight into the LTP strengths and weaknesses. Much of this has fed into the
development of the LTP2 guidance.

How well have local transport plans delivered better access to jobs and services, improved public transport etc?

4. As the chart below shows, progress against the targets that local authorities set themselves in LTP1
has been mixed. In general, progress towards the road safety targets has been excellent with many authorities
committing to even greater savings as part of local PSA agreements. Progress towards bus use targets has
been good in very few areas outside London with many areas still predicting long-term decline in aggregate.
However, in most cities we can see clear evidence of high quality bus routes on key arterials supported by
a combination of LTP funding and bus operator contributions. This has led to substantial increases on a
route by route basis.
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5. Progress on reducing congestion has been poor. Whilst in many central areas traYc flows are stable
or in some cases falling, this is really a continuation of previous trends and a gradual (and welcome) handing
over of roadspace to pedestrians and public transport. However, outside of the small central core areas
congestion continues to rise almost unchecked. The greater focus on congestion measurement and targets
in LTP2 along side the introduction of traYc managers should improve the focus on congestion. However,
without the very significant carrot of TIF funding (and even with it) there does not appear to be a large queue
of fully committed local authorities willing to take on significant charging measures.

6. Equally disappointing has been progress towards meeting the Air Quality targets. There are over 120
Air Quality Management Areas established. Authorities receive extra funding through the formula
allocation if they have an AQMA to tackle. Very little serious action is evident to really tackle these
problems. If the limit values are being taken seriously then the overwhelming majority of these AQMAs
could and should be eradicated by 2010. Rather than continuing to allocate extra funds to authorities with
an AQMA beyond 2010 it might provoke greater urgency if penalties were applied beyond this date. The
LTP2 performance reward/penalty regime provides a tool to apply such messages.

7. In summary, the LTP1 period has allowed for a certain amount of catching up on previous
underinvestment in local transport. However, much expenditure has been on the more acceptable measures
to make public transport more attractive. Some progress has been made on mode shift during the morning
peak hours. Without a greater emphasis on demand management measures, the investment in public
transport will not be suYcient to achieve a substantial mode shift.

How eVective is the Local Transport Plan performance management regime? Do annual reports give the
necessary transparency and rigour in assessing performance?

8. The performance management regime for LTP1 was not very eVective. This is the result of several
reasons:

(a) When LTP1 was developed little guidance was given on setting targets and little experience existed
within authorities.

(b) Plans were more aspirational in nature and therefore some targets that were set were never
achievable.

(c) Some authorities had up to 100 targets and indicators ranging from whether bus stops had
timetables to targets for reducing CO2 emissions. This was too many to be able to manage.

(d) The use of rewards and penalties was not very explicit over the plan period and no details of how
this might be done were provided at the outset.
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In the absence of all of this, it is not surprising that some authorities have struggled to perform well against
their targets. The guidance on producing annual progress reports has gradually made this a clearer process.
The DfT has learnt these lessons for LTP2 by providing advice on how many targets to set, by setting out
a series of core indicators which all authorities have to measure (and by providing advice on how to do so)
and by providing a detailed set of guidance on how the LTP2s will be assessed and what weighting will be
given to quality of planning and progress towards the targets set out in the plan. That said, there is still some
uncertainty as to how diVerent levels of achievement will be assessed—eg will the DfT reward someone
meeting a satisfactory target more or less than an equivalent authority just failing to meet a stretching target?

It is too early to say how eVective the new regime will be. However, it is clear that the emphasis on local
authorities setting challenging but realistic targets has been clearly understood by practitioners. In our
interview work, authorities were focussing on achieving as much as they could but would only set ambitious
targets where there was a strong chance of them being achieved. This does not mean that a wholly
conservative approach has been adopted as there remains considerable uncertainty over what is possible
(particularly with newer demand management and smarter choice type measures). We are currently in the
process of analysing how eVective the performance reward system has been in encouraging authorities to
compete against each other to win more funding. Our initial impressions are that whilst authorities do look
to what their peers are achieving, their principal concern is on developing and submitting an achievable plan
of their own.

9. Annual progress reports are a burden on oYcer time. It is interesting to note however that those
authorities that are not required to submit either an LTP or full annual progress reports (as a result of
excellent CPA status) continue to do so. The process of annual, or more frequent, performance review is an
important part of establishing whether programmes are on track and whether they are being eVective.
However, transport statistics often do not show meaningful annual trends—certainly to the extent that you
would want to reward or penalise an authority for a random fluctuation. It is understood that the
Department will move to bi-annual assessments of performance rather than annual reports. This move is
to be encouraged. However, if the real benefits are to be felt then there should be no creep back towards the
production of an “interim bi-annual report” of any kind.

There are issues with measuring various indicators. A survey undertaken as part of the DISTILLATE
project asked 15 organisations involved with developing LTPs (and three others) about the relative
importance and satisfaction of a range of indicators. The responses are averaged out in the figure below
where those in the top right are seen as both important and having a high degree of satisfaction and the
bottom left as low in importance and satisfaction.
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Whilst there are known diYculties in getting standardised measures of public transport patronage
(including historic cross-boundary counting for example), the principal areas of concern are on walking and
cycling, measuring impacts on the local economy (important given the new emphasis on productivity and
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competitiveness) and other outcomes that transport aVects (health, climate change, local environment) but
where the relationship is diYcult to measure or uncertain. Authorities are most in their comfort zone
counting cars, fatalities and measuring journey times.

Another important issue that was a feature of LTP1 but has since been “lost” is that of public satisfaction.
The Local Transport Plans were initially seen as a document to communicate strategy to both the general
public and the central government. Monitoring was a part of this. However, with the shift to increased
accountability to central government and greater guidance on indicators, there is very little that directly
reflects the public’s satisfaction with services. Whilst there is a triennial MORI survey of bus satisfaction
(including asking non-users) there is nothing that relates road condition to the satisfaction of drivers or
footways with pedestrian satisfaction etc. This loss of emphasis on the end-user is one of the deficiencies in
the current process.

How successful is the balance between infrastructure projects and travel planning initiatives?

10. The balance between infrastructure projects and travel planning initiatives appears to have been
reasonably well managed in LTP1. The Atkins report concludes that “larger programmes are being
delivered on the ground and with a broader range of initiatives and policy instrument, particularly on
measures to manage car use more eVectively and encourage non-car modes of travel” (p7–1). This tells only
half the story. The imbalance between the capital funds that the LTP provides and the revenue funding that
authorities are short of (and have diYculty in keeping for transport) is a real problem. Again the Atkins
review found that “revenue funding remains particularly problematic without a clear policy on how the
imbalance with capital resources can be resolved except at the margins”.

The practical implications of this seem to be building up. It is easier to build new infrastructure
(eg cycleways, busways) than it is to find funds to maintain them. This can be witnessed by the many such
facilities that are already falling into disrepair with rutted road surfaces, faded road surfacing and bent/
vandalised signing. It also puts greater pressure on funding staV to take part in consultation with local
people and to build the relationships needed for accessibility planning and for travel demand management
initiatives. It seems bizarre that local authorities should be arranging meetings to share practice on how
capital funds can be treated as revenue in order to overcome these issues.

Ultimately, the Department for Transport is trying to get local authorities to prioritise improving certain
key outcomes. The measures that are required to achieve this might be capital or revenue. A solution must
be found that allows authorities to flexibly spend a whole transport allocation on either infrastructure or
non-infrastructure measures. Increasing the capital value of the local transport infrastructure as a main
focus of the LTP does not appear to be financially sustainable nor, in the longer term is it likely to be an
eVective transport policy.

Conclusion

11. The Local Transport Plan process has been a largely popular method for allowing local authorities
to engage corporately, with the general public and with other organisations to develop and carry forward
longer-term transport strategies. There has undoubtedly been a greater level of accountability to accompany
the extra funding.

12. Whilst there is clear evidence of more ambitious programmes being delivered with greater
opportunities for shift to public transport use, there has been very limited uptake of strong demand
management measures which were anticipated at the beginning of LTP1. As the evidence base shows, a
number of authorities are oV-track with a number of targets.

13. The DfT, particularly through the Atkins study, has tried to learn lessons from the very mixed
approaches adopted by local authorities to meeting the original LTP guidelines. A clearer framework exists
for LTP2.

14. It is not yet possible to say whether the new performance management regime will be eVective
although our research should answer some of these questions. Other countries are looking to the processes
being adopted in the UK as a forward looking step in improving transport decision-making.

15. Despite being time consuming for oYcers, local authorities are supportive of the LTP process and
have accepted performance related settlements. Having created this architecture to essentially pay for the
outcomes that the DfT wants to see delivered, the introduction of very substantial levels of TIF funding
could undermine the LTP2 process with authorities now chasing a bigger pot of gold. It certainly adds one
further set of rules and bidding processes (alongside major schemes, regional prioritisation, LTP2, challenge
funds etc) to an already complex administrative process. If the LTP2 performance framework does work
then perhaps this provides a better and more accountable route for future funding allocations to follow.
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Evidence Base

16. The evidence base for this response comes largely from two research projects funded by the
Engineering and Physical Sciences Research Council. The first, worth almost £120,000 is attempting to
identify the impacts of the current and possible alternative financial incentive regimes for local transport
plans (http://www.its.leeds.ac.uk/projects/opt–incentives/index.php). The second (value £100,000)
focuses on monitoring and indicators in local transport planning and is part of a larger £1 million plus
project looking to deliver an improvement in tools and techniques for local transport planning
(www.distillate.ac.uk). Both projects have input from the Department for Transport and in combination
have the active participation of over 20 local authorities with responsibilities for producing Local Transport
Plans. However, as EPSRC projects, the findings and therefore the commentary here are independent of
these participants and reflect those of the author.

25 April 2006

APPENDIX 12

Memorandum submitted by Gateshead Council

Summary

This memorandum is submitted by Gateshead Council in response to the inquiry by the Transport Select
Committee into Local Transport Planning and Funding. It provides comment on the current process in
terms of the following areas:

— The split between capital and revenue expenditure.

— Major schemes bids.

— The second round of LTPs.

— Local Transport Plan delivery.

— Performance management.

— The balance between infrastructure projects and travel planning.

Funding

The increase in capital funding for both integrated transport and maintenance achieved through the
introduction of the Local Transport Plan funding has been an important element in supporting the
ambitions of local authorities to develop more sustainable, better maintained transport networks. However
there remains a number of concerns about aspects of the current approach.

The split between capital and revenue expenditure

The focus of LTP allocations purely on capital funding remains problematic. This can distort the
approach taken towards specific issues by encouraging a focus on capital schemes, given that the funding
is more secure, even where these might not be the most eVective in financial or policy terms.

It is currently particularly diYcult to develop some types of initiative given the restriction of LTP funding
to capital. These are principally new or expanding areas of work which have a major revenue component,
for example travel planning or road safety education/training. Constraints on local authority revenue
budgets mean that, in the absence of some additional source of funding, the scope for further expansion of
what can be relatively cheap and eVective interventions is very limited.

Major schemes bids

The bidding process, particularly for major transport schemes, remains a significant problem. Appraisal
requirements are becoming increasingly onerous, without any evidence that this is improving the ability to
distinguish between good and bad schemes. Cost benefit analysis remains a prominent and costly element
of scheme preparation in spite of a poor alignment with key policy aims and a lack of evidence overall as
to its eVectiveness. The suggested application of such approaches to the kind of complex packages of
schemes likely to emerge through the Transport Innovation Fund process is especially worrying. It is not
unreasonable to expect local authorities to commit significant resources to the development of bids for major
amounts of funding, but this needs to be based on an assessment process which is both proportionate
and eVective.
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The role and purpose of the new Regional Transport Boards remains far from clear in the process of
preparing major scheme bids. To be eVective it is important that there is confidence in:

— the transparency and openness of the process of identifying regional priorities, and the way
conclusions on individual schemes are reached;

— the way in which the Department for Transport will take these views into account in determining
applications for funding; and

— the process for reviewing priorities on a regular basis to take into account changes in
circumstances.

Currently there remains a considerable lack of clarity about the above. As a result there is a risk that they
will add nothing to the overall process, but just add further to the costs of preparing major scheme bids.

Planning

Second round of LTPs

The focus in the second round of Local Transport Plans on key objectives (based on national shared
priorities) rather than individual strategies based around specific transport modes is welcomed in that it will
help support a more coherent and integrated approach towards transport provision. It is suggested that
simpler, shorter guidance would help in the production of more flexible, concise plans tailored to an area’s
immediate needs, and give greater encouragement to innovation in terms of presentation and structure. The
length and detail of current advice tends towards prescription and encourages more in the way of general
statements aimed at ensuring every aspect of the guidance has been met. The relatively rigid assessment
process for LTPs reinforces this, promoting the inclusion of general aspirational statements, rather than
information about what it intended actually to do.

Local Transport Plan delivery

The additional investment available through Local Transport Plans has helped to deliver improvements
in key areas. However significant impediments still remain, including:

— Revenue/capital issues in relation to funding certain kinds of activity (see above).

— The cost of certain types of improvement is likely to increase significantly in future. This reflects
the position whereby simple and relatively cheap interventions have increasingly been completed.
For example while many bus priority schemes within Gateshead relied previously on the
reallocation of existing roadspace, road widening is increasingly being needed to tackle remaining
problem areas.

— The major scheme assessment process remains problematic (see above). Current assessment
procedures appear weighted in favour of traditional, easy to deliver schemes (particularly highway
schemes) rather than more complex genuinely integrated proposals supporting wider objectives.

Peformance management

The importance of performance management as part of the LTP system is recognised. Weaknesses in the
current system are:

— An over reliance on targets than trends. The onus should be more on considering key trends and
explaining these in the local context. The complexity of the issues aVecting transport use are such
that the linking of local interventions through the LTP to specific targets is rarely realistic.

— There remains the danger that narrowly defined targets can distort the proper consideration of
wider strategic issues. The desire to reduce congestion on the A1 around Tyneside for example
should be a consideration in the approach towards that route and development associated with it.
However it should not take such precedence as to undermine the achievement of wider
regeneration objectives which are essential to the economic vitality of the sub-region.

— Trends can be distorted by definitional issues, either through changes in methods of measurement
or reinterpretation of guidance. Indicators aVected by this include those relating to highways
condition and the Best Value indicator for accessible crossings. This reinforces the above point
that an explanation of trends and how the LTP is seeking to influence them is more important than
a focus on specific targets.

— The approach towards development of a meaningful and measurable target for congestion has
been highly problematic. Given that this is a key area for Government the fact that a simple, easily
measurable indicator of performance has still not been agreed is worrying. While the development
of techniques for measuring congestion on individual links is desirable, it is suggested that the
existing LTP2 indicator “change in area wide road traYc mileage” is used as a congestion indicator
at the strategic level. As this is already a mandatory indicator for the second LTP there would be
no additional costs in its collection.
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— There needs to be some acknowledgement of the additional costs to local authorities in collecting
monitoring information for LTPs. While the need for an adequate and consistent monitoring
system is recognised care should be take to avoid the imposition of additional costs which,
inevitably, will detract from core service delivery.

Balance between infrastructure projects and travel planning

As indicated above the restriction of LTP resources to capital funding will tend to promote an imbalance
between infrastructure projects and more revenue based measures such as travel planning.

A key impediment to the preparation of eVective travel plans at the current time is the lack of any powers
to stimulate their take up and enforce targets. This makes the development of voluntary plans a diYcult and
often largely cosmetic exercise. The LTP partners in Tyne and Wear are currently investigating the potential
for greater use of workplace parking charge powers not as a revenue raising measure, but to improve the
eVectiveness of travel plans.

Conclusion

Overall the additional funding and new approach engendered by the Local Transport Planning process
has been a step forward in terms of encouraging a more integrated and eVective approach towards transport
planning. However problems remain, particularly in relation to the restriction on funding to capital spend,
major scheme assessment process, and the tendency of current guidance to result in LTP documents which
are often bulky in size and somewhat formulaic in what they say.

26 April 2006

APPENDIX 13

Memorandum submitted by Sustrans

Summary

— Sustrans believes that the Local Transport Plan system needs urgent re-modelling, to deal with the
two huge threats of Climate Change and Energy Depletion.

— In particular transport, health, land use planning, energy policy and economic development
should seek to reduce the need to travel.

— Some existing capital schemes often generate more traYc and are counter-productive in meeting
sustainable transport needs.

— Revenue funding for local transport is inadequate and precariously sourced over the long term.

— Many LTPs are still weak on hard transport data, making it diYcult to assess progress.

— Sustrans believes that aspects of our own work—such as the National Cycle Network, Safe Routes
to School, Smarter Choices, and Low Carbon—should be integral to the LTP system.

Introduction

This is a response by Sustrans to the above inquiry. Sustrans is the charity behind practical and innovative
solutions to some of the UK’s biggest transport challenges. Among our work is the award-winning National
Cycle Network, Safe Routes to School, TravelSmart and Active Travel. Our vision is a world in which
people choose to travel in ways that benefit their health and the environment.

We are developing our work within the context of Climate Change, and strongly believe that all Transport
policy should do so also. Sustrans believes that recent climate findings—notably to do with the melting of
the Greenland and Antarctic ice sheets—suggests that climate change is close to being irreversible, and that
really radical action is needed now.

There is little point in the UK urging others to act if it cannot put its own house in order. The recent
admission by the Government in its Climate Change Review Programme (28 March 2006) that it will miss
its own low and un-ambitious greenhouse gas emission targets makes it all the more crucial that Transport
planning should be part of the solution, rather than a main component of the problem.

In this context the Government’s “aspiration” for a 60% overall CO2 cut by 2050 is too little, too late. We
draw the Committee’s attention to the Hickman and Banister report for DfT’s Research Section last year,
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“Visioning and Backcasting for UK Transport Policy”. This produced a robust range of measures for
reducing carbon emissions from Transport by 60% by the year 2030. We submit that this work should be
central to the LTP2 system and to any evaluation of it.

Local Transport Funding

1. Have the local transport capital settlements met what was expected and allowed delivery of the planned projects?
What have been the impacts on major transport schemes, and smaller schemes? Have the full allocations been spent
as planned? Have cost increases been settled?

As LTP2 final documents have only just been submitted, it is very diYcult to answer these questions.

Sustrans believes that, as with other LTP issues, the problem is the patchy, and uneven response among
authorities, and requests the Committee to press the DfT on ways of achieving a more uniformly better response
across authorities.

There seems to be a perpetual problem about road maintenance, where the back-log is never eliminated. There
is an even more serious problem about the maintenance of cycle routes, on and oV the highway. Lack of
adequate, consistent and long-term maintenance is threatening the future of parts of the National Cycle
Network.

2. Is the formulaic approach the most suitable method for allocating transport investment? What has been the
impact of the performance-related component?

We find it strange that “deliverability” only accounts for 20% of the budget awarded. On a separate point,
there are widespread concerns that rural areas are neglected and under-valued.

3. Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

With regard to capital spending, they probably receive enough, but still tend to spend on the wrong things,
such as major road schemes.

With regard to revenue spending, there is far too little dedicated resources. Much innovative travel planning
requires staYng eg for Travel Plans, Safe Routes to School, Smarter Choices work and linkage with Health,
Social Services, and Low Carbon Planning. Packages of policies and packages of funding are the future and these
will require consistent, guaranteed and long-term funding.

Regarding powers, both road-user charging and planning gain supplement both oVer ways forward, but with
the major proviso these do not then fund major road projects.

4. Has the balance between revenue funding and capital funding for transport proposals been appropriate? How well
have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime Minister
supported local transport projects? Are transport services successful in securing suYcient revenue funding?

ODPM funding—it is not always clear whether this is working to the same criteria as LTP funding.

5. How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

The DfT has taken some steps here, by consulting on a requirement for local authorities to pay 50% of
preparatory costs and 10% of the cost of local transport schemes.

However the whole process of working up diVering scenarios and alternative options still seems little
understood, and this is one of the main weaknesses of the LTP2 system to which we draw the Committee’s
attention.

There is also a major issue to do with the planning of cycle networks. Most authorities think only in terms of
single routes, but Sustrans’ Regional Managers have developed concepts of whole networks of local and regional
walking and cycle paths. These have the potential to make major contributions to local transport, health, leisure
and tourism strategies. But our experience is that authorities lack the staV with suYcient skills or vision to bring
these about.
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Local Transport Planning

1. Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department of Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

The picture is mixed. A study of LTP1 for the Department by WS Atkins noted that “the system is bedding
in well”, and recommended no large changes be made. In this light LTP2 may be over-ambitious, and impose
work on transport planners that is more properly the task of multi-disciplinary teams. There have undoubtedly
been problems over data accessibility. For the voluntary sector and for community groups large time and
financial costs have been incurred accessing all the documents.

There is insuYcient linkage with key areas of non-motorised transport, including:

— The Cycling and Walking Action Plan.

— A Road-User Hierarchy.

— Adequate monitoring of cycle and pedestrian travel.

— “Locking in the benefits” of any capacity reduction or bypassed road space.

Many LTPs are still deficient in hard transport data, detailing who travels where and how and for what
purpose. Without these it is very diYcult to understand which problems are being addressed, and how much
progress is being made. Trips are still often measured by distance, rather than numbers, thereby inbuilding a
huge bias against walking and cycling.

2. How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport Strategy
fed into the second round Local Transport Plans?

The Accessibility Planning Guidance was roundly criticised by ourselves and others as being:

— Far too bus-based.

— Marginalising cycling and walking.

— Not looking at physical and information barriers to non-motorised travel.

— Corridor-based, rather than area-wide.

— Over-concerned about journeys to work (which are only one-fifth of all trips).

— Not taking in the problems of the old, the young and the disadvantaged.

Neither here nor in the LTP2 Guidance was there suYcient emphasis on speed management and reduction,
nor on traYc reduction.

We would like to see explicit mention of the National Cycle Network, its ongoing expansion and its extensive
links to schools, shops, work, and local facilities.

We would like to see more rigorous evidence about some of the claims for employment creation associated
with road proposals.

3. How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

Firstly, we have great concerns about “no reduction in cycle use” being given as a “satisfactory” LTP
minimum target.

Secondly, there are increasing problems of properly monitoring cycle use.

Thirdly, more honesty about lack of success within the APR process would make monitoring and review
more eVective.

4. How successful is the balance between infrastructure projects and travel planning initiatives?

It is not successful. We have noted elsewhere the conflict between very expensive capital projects which often
make matters worse and innovative revenue projects.
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Conclusion: A Sustainable Future

The Committee seems to be missing some crucial aspects here.

1. Climate change

This should be a central feature in LTPs, but is currently relegated to a subsection on Air Quality. With the
ODPM preparing a Planning Policy Statement on Climate Change and the recent Government admission it is
failing to meet its targets, it is crucial that the DfT issues strong Supplementary Guidance on this.

2. Energy depletion

The UK has once more become a net oil importer and needs to be very careful it does not build a transport
infrastructure over-dependent on fossil fuels. The DfT assumption in its 10 Year Transport Plan that oil prices
would be $23 a barrel in 2010 is clearly unrealistic. The LTP process should begin to plan now for a carbon-
constrained future. The Hickman and Banister report mentioned above shows how this can be done.

3. Health

Increasing links are now being made between a poor pedestrian and cycling environment and the “obesity
timebomb” in an increasingly unfit population. A “walk and cycle-friendly environment” should be central
to LTP planning.

4. Sustainable communities

There is growing concern that many of the Government’s housing growth areas do not have proper
transport links. In fact we believe that this should actually be centred on the National Cycle Network and
walking/cycle routes oV this to local schools/ colleges, shops, health centres and workplaces.

5. Tackling traYc

“Congestion” tends to be a peak-hour problem for commuters on main roads, but traYc can be an almost
continuous experience for residents. Most authorities need a wider vision of how much traYc they have and
how it can be reduced.

In this respect both road user charging and parking controls/levies are powerful weapons needing greater
use. Additionally Sustrans has done work in the DfT’s “Sustainable Travel Demonstration Towns” which
shows that nearly half of all local car trips could be transferred to walking, cycling and public transport even
under existing circumstances. The LTP system should be working towards this kind of traYc-constrained
future, plus changes to road priorities and highway space that will lock in the many benefits of greater safety,
travel choice and attractiveness of our towns and cities.

25 April 2006

APPENDIX 14

Memorandum submitted by the County Councils Network

The County Councils Network (CCN) is a Special Interest Group within the Local Government
Association (LGA), with all 37 English Shire Counties in membership. The Network exists to promote the
voice of our members within the LGA, and the values and interests of the English Counties. Together these
authorities represent 48% of the population of England and provide services across 87% of its land area.

Thank you for the opportunity to comment on local transport financial settlements. I am writing in my
capacity as Lead Financial Adviser to the CCN, as I have not had the opportunity to propose a formal
response to CCN members.

Whilst individual counties may wish to answer in detail the questions set out in the press notice, I would
like to bring to the Committee’s attention a most significant concern held by the CCN regarding the financial
grant settlements for 2006–07 and 2007–08 as announced by the ODPM on 31 January 2006, which is the
level of revenue grant support for capital (“Supported Borrowing”).

The grant settlements for 2006–07 and 2007–08 result in 18 counties receiving a minimum “floor” increase
in grant (outside schools) of 2% in 2006–07 and 2.7% in 2007–08. The remaining 19 counties have not fared
much better as their grant increases have been severely scaled back to finance the floor increase for the 18
counties referred to. All this reflects damping arrangements put in place by Government to mitigate the
eVects of changes in the underlying formula distribution. CCN have major concerns about this but that is
not my main point in writing.
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The reality going forward is that 18 counties will not recognise any additional grant support for the cost
of new borrowing and the remaining 19 will only recognise very modest grant support.

The significance of this is that Counties will not be able to take up the full “allocation” from the
Department of Transport of the so called “supported” borrowing allocations which government award in
favour of approved Local Transport Plan schemes. In practice there will be no (or virtually no) grant to
cover new borrowings. This means that, as a result, the council tax payers will pick up all (or virtually all)
of the borrowing burden and this is bound to reduce actual Local Transport Plan investment in practice (as
councils seek to limit council tax pressure).

In addition to transport, this will adversely aVect the ability of counties to invest in other capital projects
funded by supported borrowing, such as Schools Modernisation and Building Schools for the Future. The
CCN will shortly be carrying out a detailed survey of the eVect of grant formula changes on counties’ capital
investment programmes, and will submit the results of this research to the Government. The CCN will be
happy to share these findings with the Committee.

The CCN believes there is only one possible solution and that is for the Government to provide additional
new funding for a Capital Grant. Considering the level of “supported” capital approvals and the level of
funding currently in the system, it is evident that additional resources must be found to enable authorities
to carry out the levels of investment indicated by the Government.

In conclusion, the CCN is greatly concerned that the changes to the revenue grant distribution formula,
combined with the tight financial settlements for 2006–07 and 2007–08, mean that “supported borrowing”
is eVectively unsupported, and that this will have a very detrimental impact on the ability of counties to
deliver LTPs and other important capital investment.

26 April 2006

APPENDIX 15

Memorandum submitted by the Community Transport Association

I am responding on behalf of the Community Transport Association to the recent press notice that
requested written memoranda on the above subject.

As a national representative body for smaller transport projects and operators across the UK, the CTA
is not explicitly concerned with some of the detailed technical questions raised in the consultation
memorandum. However, it works extensively with the operators of services for socially excluded groups of
people who rely very heavily on local authority and central government funding. Many of these groups exist
because insuYcient account is taken of their members/users needs in the local and/or national transport
planning process. Local Transport Plans (LTPs) are vital documents which have the power to ensure social
inclusion is addressed in a meaningful way. We at CTA strongly believe that local authorities should be
required to ensure that all forms of passenger transport provision (ie statutory, commercial and voluntary)
are addressed in LTPs.

CTA is greatly concerned about the lack of engagement by some local authorities with non-profit and
community based transport operations and the extent to which they are included as an integral part of the
local transport planning process. These concerns have been reinforced following the extension of
concessionary travel schemes, as the decision as to whether community based operations can be reimbursed
for concessionary travel oVered to users is at the discretion of the local scheme administrator.

The extent to which smaller community transport schemes are successful in securing funding is
inconsistent and patchy. This problem is exacerbated because some central government funding streams
(particularly some of those run by the ODPM) are diYcult to access. As such, these programmes have failed
to eVectively support local transport projects.

Local authorities must exercise local democratic control, but they must also be required to maintain
agreed minimum national standards. An eVective and consistent mechanism for ensuring that minimum
levels of local transport provision are available to socially excluded groups should be devised. This could
operate via agreed minimum standards to be met in every local authority area (and which would need to be
explicitly addressed in LTPs) or by instituting more responsive DfT/ODPM funding streams. Such
improvements would result in better utilisation and ensure that appropriate accessible and aVordable
transport services were available to users in those areas which were hitherto inadequately funded or served.

25 April 2006
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APPENDIX 16

Memorandum submitted by Newark and Sherwood District Council

Newark and Sherwood District Council supports the early implementation of the proposed A46(T)
Newark to Widmerpool Improvement—a “dualling” proposal which, the Council believes, would address
a wide range of existing safety and congestion issues—in a way which would support important planning
and economic development objectives for Newark and Sherwood District, without compromising the area’s
environment.

The proposed A46(T) Improvement is identified in the published Regional Spatial Strategy for the East
Midlands (RSS 8) (March 2005) as a “Regional Transport Investment Priority”—with a “committed” status
and an indicative “timetable for implementation” of 2006–11: the “lead organisation” identified is the
Highways Agency, and the “delivery mechanism” identified is the “Targeted Programme of Trunk Road
Improvements ((£5 million)”.

However, published (East Midlands) Regional Funding Allocation Advice to Government (January
2006) includes advice relating to a “proposed transport investment package”, which was developed with the
help of consultants. EMRA and emda endorsed the consultant’s Draft Advice (with minor wording
changes), the overall eVects of which—if accepted by Government—would be to postpone the start of the
proposed A46(T) Improvement, require its phasing, and ensure that alternative approaches to delivery were
urgently explored (. . . including alternative and more cost-eVective engineering solutions, and the potential
for alternative (Government) funding and “approaches”). EMRA now intends to use its “best endeavours”
to secure alternative funding from the Government for the scheme. Needless to say, Newark and Sherwood
District Council is dismayed at the prospect of further delays.

It is, frankly, of little consolation to the District Council that the Highways Agency now intends to hold
a Public Inquiry into the Improvement proposals.

Given the anticipated cost of the proposed Improvement, the District Council’s preference is for priority
funding arrangements to be secured at a national level. Notwithstanding, there are other funding streams,
including funding for LTP measures, which present opportunities for “added-value” in the context of the
proposed scheme. It is equally possible that such funding could help to improve the scheme’s viability. The
District Council urges the Inquiry to consider the scope for the general application of that sort of option.

In conclusion: The District Council does not apologise for responding in this focused way to the
announcement of the Inquiry. It goes without saying that the Council is anxious to promote the early
implementation of the proposed A46(T) Improvement—by all available means. However, it is possible that
LTP funding streams could help to improve the viability of this and similar schemes for which priority
funding at national level seems to be a sensible option. The Council urges the Inquiry to reflect on that option
and make Recommendations which would help to secure the early implementation of priority schemes like
the A46(T) Improvement.

27 April 2006

APPENDIX 17

Memorandum submitted by Dr Roland Graham

Summary

The administrative processes involve the Department for Transport, the regional Government oYces,
local authorities, and voluntary organisations. These interact in various ways which could be strengthened
and made more transparent.

The Department for Transport could play a stronger role in order to get national interests implemented
at a local level, though local interests may be recognised and supported.

Local authorities were under pressure to cope with the demands of producing policies and consulting
on them, while carrying out their day-to-day work.

Government oYces can benefit from the work of voluntary groups in assessing annual progress reports.
But the whole process needs to be more transparent for the groups to work eVectively.

Special reference is made to cycling in several places.

National and Local Government

In your press notice of the inquiry into this subject, you state in the second paragraph “The Department
for Transport is to a large extent dependent on local authorities to implement its transport strategy.”
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And in the third paragraph “Local authorities set out their planning priorities and funding needs through
the Local Transport Plan process.” Thus the local authorities are expected to have their own priorities,
while the DfT has requirements for the outputs and outcomes of their actions to support its strategy.

It seems therefore that in balancing national and local requirements it would be sensible for the
Government to make stronger requirements on issues that are of national importance: eg, those aVecting
greenhouse-gas emissions, which are indeed of global significance; those aVecting air quality and road
safety, which in turn aVect the work of the National Health Service.

Administration and Timetable

The preparation time needed, including two or three rounds of public consultation, is quite long. The
time given for LTP2, even with the extra time given for a second plan, proved to be not quite adequate.
It could help if a date for the initial consultations could be stipulated.

There was a major improvement at national level in the requirements for LTPs, to make them deal
with the shared priorities and outcomes rather than outputs. It is unfortunate that the requirements for
accessibility did not recognise cycling to the extent to which it could give helpful provision. At a local level
there seemed to be less learnt from the experience of the first round of LTPs, in particular in consultation.

Annual Progress Reports (APRs) and the Roles of Regional Government Offices (GOs) and
Voluntary Organisations

In some years I have participated in an exercise in which a consortium of voluntary organisations
compiled comments on the APRs in the region to assist the GO in making its assessments. The GO found
some of its comments helpful and some people who participated in the exercise were encouraged to do
so again.

My experience over two years however was that I was unable to find anything in the settlement letters
showing that my comments had been helpful. So in later years I did not participate in the exercise.

It would increase the transparency of the oYcial exercise if the GOs’ reports to the DfT were made
available. I understand that these have to be made on special forms. It would help the exercise by
voluntary organisations if their format was made known to the participants.

Copies of the APRs, and more so their daughter documents, have not been adequately available to
make it easy for volunteers to make their comments in good time. Although some documents have been
available via the internet, most of them had too many graphics to be readily accessed. Copies with
separate graphics that can be retrieved as required need to be available electronically if hard copies are
not given to the volunteers.

It can be diYcult for the GO or the volunteers to make thoroughly researched rigorous comments,
eg, in assessing the value of cycling facilities. Perhaps it would be more eVective for the oYcial exercise
to focus on diVerent aspects of the APRs in diVerent years. The aspects could be left unknown until
after the APRs have been submitted.

While voluntary organisations have a role to play here, perhaps even a paid role to help them cover
some aspects thoroughly, one should be aware that some activists are suitably critical, believing that this
is the best way to improve policy and implementation; but others have a target of getting more funding
for their local authority, and so are not adequately critical and do not report lapses in good practice of
which they’re well aware.

Funding

Each district in a metropolitan county is a highway authority, but in conjunction with the passenger
transport authority, they have to produce a common LTP, and, moreover, have common funding, which
is shared out according to a formula. The districts can, however, have very diVerent capabilities and
eVectiveness in such aspects of highway management as road safety, safer routes to school, and cycling.
It could therefore provide better value for money if the DfT allocated the funding for highways to each
district according to its proposals and performance.

It is sometimes proposed that a special fund be ringfenced for certain types of schemes, eg, ones to
improve cycling. This could lead to a large expenditure on schemes of little worth. It is their eVectiveness
that is important. Nonetheless it could to ensure that a certain level of eVectiveness should be foreseen in
particular respects, eg, cycling and walking, before expenditure on other, possibly very desirable, aspects is
incurred at all, in case they make very diYcult or preclude improvements in these particular respects.
Ideally, this policy is covered by cycling and walking audits. However, these cannot really be applied if
there are not adequately prescriptive plans for cycling and walking. One could therefore argue that no
funds should be granted for any road schemes until adequately prescriptive plans have been made, and
that audits have been made recognising these plans.
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Principal Conclusions

Public consultation on LTPs could be made more eVective if an early starting date were stipulated.

Voluntary organisations can help the regional Government oYces in assessing the APRs, but they need
to be provided with an adequate number of copies and information about how the GOs report to the
DfT to do so eVectively. The same may well apply to the LTPs themselves.

Better value for money could be obtained if the DfT allocated the funding for highways in the
metropolitan counties to the districts.

26 April 2006

APPENDIX 18

Memorandum submitted by the Institution of Civil Engineers

Introduction

The Institution of Civil Engineers

The Institution of Civil Engineers is a UK based international organisation with over 75,000 members
ranging from professional civil engineers to students. It is an educational and qualifying body and has
charitable status under UK law. Founded in 1818, ICE has become recognised worldwide for its excellence
as a centre of learning, as a qualifying body and as a public voice for the profession.

ICE’s strategy is to be the leader in shaping the engineering profession, and our vision is to be recognised
as the leading source of knowledge and skills required to create a sustainable natural and built environment
for the benefit of future generations. The Institution’s core purpose is to set standards for qualification and
registration of all engaged in civil engineering; to provide a knowledge exchange for best practice and to
promote the contribution that we make to society.

ICE would be happy to assist the Committee’s deliberations further, if it was considered helpful.

1. Summary

ICE believes that there is a strong case for increased expenditure on all modes of transport. ICE advocates
a consistent and long-term approach to both local transport planning and funding.

2. Local Transport Planning and Funding

2.1 Problems with appraisal processes

The existing Local Transport Plans and scheme appraisal process encourages projects to be pared down
to guarantee a winning cost/benefit balance. There is little to encourage future proofing by reserve capacity
or allowing for economic expansion at a future date. In view of the timescales involved, future proofing
could be seen as an eVective use of public funds where significant risk of future user growth beyond the levels
currently predicted exists. The existing system also acts against public transport schemes, which tend to
perform poorly in simple cost/benefit terms.

2.2 Need for consistency of funding

The increase in funding over recent years has been both welcome and problematic. The specialist skills
necessary to develop transport strategies and deliver successful projects are in short supply and every eVort
is being made to match their development to workloads. What is required is consistency of funding to
support the career paths needed to provide the incentives for people to develop these specialties, and over
the timescales necessary to build the transport systems which we aspire to as a nation. These issues have,
to some extent, been exacerbated by growth in the complexity of project appraisal, consultation and other
statutory processes. Added to this are the array of competitive funding streams now available (TIF/CIF/
Major Scheme etc). These add to the burden, and cost, carried by local authorities, often with little guarantee
of funding success. The move to a formula-funding approach is welcome, as it helps to build a degree of
certainty into Local Transport Plan funding.

2.3 Delivering funding to meet the needs of regions and authority areas

What is needed is a mechanism to deliver funding levels appropriate to the needs and challenges of
individual regions and authority areas. The formulaic approach of establishing requirements at the highest
level seems to oVer the simplest solution to the overall problem. However, at the local level relatively few
authorities seem to be taking a realistic, long term assessment to their planning and transport needs which
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by implication impacts on costs and their capacity to meet them. This is principally because they are not
encouraged to do so by the existing Local Transport Plan system. Where this has been done to respond to
national aspirations eg for light-rail, then much of this time and eVort has been in vain, with schemes at an
advanced stage of development not proceeding. The needs of the regions and individual areas within them
vary quite markedly and these factors combine to make a simple solution diYcult to apply consistently
overall. The principle of regional, rather than national, prioritisation of major transport schemes is helpful
in aligning strategies.

2.4 Problems created by multiple sources of funding

Recent increased support for Local Transport Plans capital scheme development costs is helpful, but with
money coming from so many diVerent sources, (LTP funds, Community Infrastructure Fund, Transport
Innovation Fund etc) there is considerable revenue resource required to develop projects which may never
come to fruition.

2.5 Imbalance between capital and revenue funding

There is a major imbalance between capital and revenue funding with many local authorities unable to
undertake urgent maintenance and apply cost eVective revenue funded treatments like surface dressing.
There is an increasing requirement for staV intensive activities such as consultation, the development of the
neighbourhood agenda, development of travel plans, travel educationetc. All of these are staV intensive and
require revenue funding to meet staYng costs. With pressures on local authority education and social
services putting pressure on staYng levels in engineering departments, greater revenue funding from
national government is required.

3. A Consistent Approach

3.1 A consistent and realistic approach

The guidance for the Local Transport Plans annual progress reports appears to be in a constant state of
flux where last minute significant change has become the norm. As a nation we have tended to see-saw
between the two extremes of demand management and predict and provide. Currently there is a heavy
emphasis on demand management as a panacea to the country’s transport needs, with an assumption that
no significant cost is involved. However, the majority of transport planners accept the need for a much more
consistent, balanced approach with all modes contributing to stimulating economic development. They also
increasingly accept that there are no quick, cheap and lasting fixes to long-term transport needs. There are
lots of good examples in the UK currently of comprehensive improvements to public transport (Coventry
Primelines, Cambridge Guided Bus, Kent Fastrack etc) which support the sustainable regeneration agenda.
These meaningful results have been achieved through the input of significant capital and revenue
expenditure from the public purse. It is essential that these costs need to be properly addressed if the
profession is to deliver a national transport system appropriate to the UK’s international standing.

3.2 Problems created by inconsistency

What the profession needs is a sustained period of consistency of approach to permit long-term successful
planning and project development. The recent apparent reversal of national policy on light-rail is a good
example of the wastefulness of inconsistency. The profession needs to work on simplifying the processes
involved without detracting from the rights of the individual, with the need to demonstrate value for money.
Transport projects (both major and minor) tend to be disproportionately expensive to develop as far as a
start to construction. The Local Transport Plan at present is a significant contributor to this transport
industry and government could take a lead by scaling down some of the guidance directly and indirectly
surrounding the whole process.

4. Long-Term Vision

4.1 Dangers of short termism

The current process tends to restrain aspiration and vision, despite the 10-year horizon adopted in the
LTP process. It is almost inevitable that authorities are working towards a limited horizon, rather than
looking ahead at how to provide the transport solutions which will support the future regeneration and
economic growth in their communities.
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4.2 Local Transport Plan five year programmes

The focus on the Local Transport Plan five year programme has, in many cases, taken the professional
and political eye oV the longer term horizon which is so essential to eVective transport planning. What is
often missing is the long-term vision of the way ahead, with the five year plan demonstrated as a significant
step towards its delivery.

Much has been achieved within the life of the Local Transport Plan process to tackle the issues of
congestion, pollution and safety. However, much remains to be done against a moving background of
economic growth, rising demands for travel and demographic changes. There remains much that can be
achieved with investment in the “softer” tools of eVective travel planning and safety as well as by better
overall management of traYc across supporting modes. However, a successful result across the country
must surely involve a renewed investment in transport infrastructure across all modes as a basic requirement
of continued growth.

Conclusion

5.1 There is a continued case for increasing expenditure on UK transport across all modes, with a
renewed emphasis on softer travel planning initiatives within the long-term investment regime.

5.2 There is a need for greater consistency with a simplified process in order to achieve the required
improvements; including a realistic long term view of future local transport needs and how to meet their
costs.

5.3 There is a need for the Local Transport Plan to focus on a five-year programme as a step towards a
longer term vision, not as an end in itself.

26 April 2006

APPENDIX 19

Memorandum submitted by CTC

1. Introduction

1.1 CTC is the UK’s national cyclists’ organisation. Founded in 1878, it has 70,000 members and
supporters, provides a range of information and legal services to cyclists, organises cycling events, and
represents the interests of cyclists and cycling on issues of public policy.

1.2 CTC believes that cycling has a wide range of benefits in many diVerent areas of policy. These include
improved health, independent mobility for all (including children, older people, lower income groups etc)
and local economic benefits (in urban and rural areas alike), as well as reductions in the adverse eVects of
motorised travel (eg congestion, road danger, pollutant and greenhouse emissions, noise, community
severance and the spatial pressures for increased road and parking capacity in both urban and rural areas).

1.3 CTC campaigns for the promotion of cycling at national, regional and local level. Our interests cover
not only the role of cycling in transport policy (including road safety, highway planning design, influencing
travel behaviour, and integration with public transport), but also how cycling fits in with other areas of
policy: health, environment, education, traYc law and enforcement, taxation, land-use planning and
development, regeneration, countryside access and tourism.

1.4 In addition to its professional campaigns team who lobby at national level, CTC’s local volunteer
“Right to Ride” (RtR) campaigners are active in influencing the policies and actions of local highway and
planning authorities, as well as other key players: schools, employers, health authorities, retailers, public
transport providers etc. In recent years, CTC has held training events for its local campaigners (run jointly
with other environmental campaigning groups) on influencing Local Transport Plans.

1.5 CTC runs a national “Local Authority Benchmarking” programme, a peer-review process through
which local authorities can learn from one another’s successes, as well as enabling both them and ourselves
to identify and spread best practice in delivering local cycling strategies. After three initial national-scale
Benchmarking projects run with charitable funding, the Government has since 2003 funded CTC to run
Benchmarking on a regional basis, originally in conjunction with the former English Regions Cycling
Development Team (ERCDT). Over 70 local authorities have now participated in the programme. CTC has
documented around 300 examples of “best practice” as identified by Benchmarking participants themselves;
these can be downloaded as case studies from the CTC website (www.ctc.org.uk: click on “CTC
Benchmarking and Action Learning”).

1.6 In recent months, Cycling England (the body now charged with delivering the National Cycling
Strategy) has appointed CTC’s Benchmarking Project Manager, Tony Russell, to co-ordinate the provision
of advice for local authorities wishing to incorporate cycling into their Local Transport Plans.
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1.7 CTC was closely involved in the formulation of the National Cycling Strategy in 1996 and, more
recently, the setting up of Cycling England. CTC was closely involved in the preparation of the Walking
and Cycling Action Plans for both England and Wales, and has also had input to recent White Papers on
transport, public health and physical activity. CTC sits on the Government’s Road Safety Advisory Panel
and the Highways Agency’s National Road User Committees at national and at regional level. CTC
provides support to the All Party Parliamentary Cycling Group of pro-cycling parliamentarians. Recent
parliamentary activity has focused on legislation relating to TraYc Management, Road Safety and Rights
of Way, as well as Private Bills concerning transport in London and the London “Crossrail” scheme.

1.8 CTC has also been closely involved in the development of a new National Standard for Cycle
Training, aimed at improving the training provided for cyclists and would-be cyclists of all ages. It aims not
only to provide basic cycling competence but to give people the confidence and skills to handle real-life traYc
conditions. The National Standard was launched by former Transport Minister Charlotte Atkins MP in
2005, and early evidence suggests that training to the National Standard is highly eVective in encouraging
more people to cycle more often, as well as increasing their confidence and safety when doing so.1

2. Local Transport Plans: General Comments

General comments

2.1 This inquiry comes shortly after non-London English highway authorities have submitted their final
second-round Local Transport Plans (LTP2). With little reporting so far on the national picture on LTP2,
and none on the final versions of LTP2, it is hard to present definitive conclusions about how the quality of
LTP2 submissions compares with LTP1. Clearly only time will tell how the two LTP periods will compare
in terms of actual delivery of policy and programmes.

2.2 Nevertheless, we do feel that it is possible to comment on the LTP2 process itself, notably the
guidance on both LTPs themselves and the associated Accessibility Planning process. We also provide some
tentative comments about our perceptions so far of what is happening in the actual LTP submissions. These
observations are based partly on initial feedback from our local volunteer Right-to-Ride (RtR)
representatives, partly on what we have gathered from local authority oYcers themselves through our Local
Authority Benchmarking workshops.

2.3 Overall, we feel that the LTP2 process is a grave disappointment compared with LTP1 five years ago.
Two years ago, CTC attended a stakeholders’ workshop run by transport consultants Atkins as part of their
project to provide feedback to Government on the LTP process. Not only did we report being generally
happy with the LTP process, but feedback from other stakeholders was almost entirely positive as well.
Certainly there was no call for the radical changes which later appeared in LTP2.

2.4 The diVerences, we feel, are largely down to the LTP2 guidance itself. In particular, its four key
objectives, whilst laudable in themselves, are so broadly defined and open to multiple interpretations; hence
they give no clear direction or co-ordination to the delivery of transport policy at the local level. As regards
cycling, it is from clear in the guidance that Government policy sees it as anything more than an optional
extra—fine for those local authorities who want to do it, but its omission would not be seriously frowned
on. This implicit message comes across particularly from the acceptance of 0% growth in cycling as a
“satisfactory” LTP target.

2.5 This same sense that cycling is a relatively low priority is also apparent from the lack of references to
other aspects of good cycle policy and planning—we cite specific examples below. When we met the
Department for Transport (DfT) lead oYcial for LTPs and mentioned the early feedback from our own local
campaigners suggesting that these elements were now being omitted from many LTP2s, he too expressed
concern that what he thought was established good practice now seemed to have been so quickly forgotten.

Process, timescales and consultation

2.6 During our various dealings with them, local authority oYcers themselves have pointed to the late
publication of the Local Transport Plan guidance as having caused serious problems. It is clear that, in some
authorities at least, the resulting pressure on timescales have led not only to poor internal liaison, but also
to inadequate public consultation.

2.7 Our Benchmarking workshop feedback also indicates that some cycling oYcers have had little or (in
some cases) no involvement in the development of LTP2 submissions. This may be due either to the tightness
of the timescales, or to the lack of any specific requirement to refer to established elements of good cycling
planning (which would have prompted the LTP team to seek input from the cycling oYcer), or the wider
sense (among local authority politicians and senior managers alike) that cycling is not that important an
element in the LTP2 process.

2.8 Feedback from out local RtR campaigners suggests that they too have had a lot less input into LTP2
compared with LTP1. The explanations are likely to be similar.
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Weak objectives: omission of climate change and health

2.9 Our single biggest concern about the LTP process relates to the failure of the LTP guidance to refer
to climate change as a central objective of transport policy. Given the emphasis which the Prime Minister
has placed on the importance of tackling climate change, and the fact that the Department for Transport
is signed up to the Government’s Public Service Agreement (PSA) on climate change, we find it hard to
understand this failure to stress its importance as a policy objective of local transport planning.

2.10 The four objectives which were set in the LTP guidance—congestion, accessibility, air quality and
safety—are all laudable; one would find it hard to disagree with them. However they are not at all clearly
defined, and Government’s determination to provide “non-prescriptive” guidance means that there is little
to indicate how local authorities should aim to meet these objectives. The encouragement of cycling (as part
of a wider sustainable transport policy) could, of course, contribute extremely cost-eVectively to meeting all
four of them. However, the guidance would also allow local authorities with little interest in cycling to argue
that, for instance, their proposals for local bypasses would remove congestion and pollution from town
centres, promote accessibility (by increasing traYc speeds) and, if suYcient pedestrian barriers were
provided, they could also put a tick in the box against safety as well. Despite the evident need for co-
ordination of local transport policy delivery, the LTP system is doing little to provide the common sense of
direction which is so badly needed.

2.11 As regards cycling specifically, the LTP objectives provide a framework in which an authority which
was already keen to promote cycling could certainly make a good policy case for doing so. However the
guidance is of little help to the local cycle campaigner seeking to persuade an otherwise disinterested local
authority that cycling was important to the fulfilment of the Government’s national policy objectives.

2.12 We were particularly dismayed that the LTP guidance referred to health merely among the “other
quality of life” issues. At a time of rising concern, both within Government and elsewhere, about physical
inactivity, heart disease and obesity, we feel that the potential contribution of LTP cycling (and indeed
walking) policies in tackling these issues was insuYciently recognised.

Weak targets: 0% growth in cycling is a “satisfactory” minimum target

2.13 As already indicated, the message that cycling has been seriously de-prioritised since LTP1 emerges
most clearly in the guidance’s reference to “no reduction in cycle use” as a “satisfactory” minimum target
for LTPs. This was a bitter contrast with LTP1, which had included the then current national target to treble
cycle use between 2000 and 2010. Whilst it is now accepted that this was unrealistic, it was still preferable
to a 0% target, as this aspirational target at least indicated that there was a political impetus to achieve a step-
change in levels of cycle use. Some cycling oYcers have commented to us in the course of Local Authority
Benchmarking workshops that this unambitious advice on target-setting has weakened their ability to argue
the case for cycling within their own authorities. It has had a similar eVect on not only the morale of local
cycle campaigners, but also the credibility of their arguments in the eyes of local authorities.

2.14 Although we do not yet know what targets have been set in final LTP2s, a report by transport
consultants Atkins2 surveyed a sample of 67 (out of 83) draft LTP2s. It found that 78% of English local
authorities contained a cycling target; however, 10 of these authorities had set a 0% growth target, and a
further four authorities have set targets for 10% growth or less. Most authorities (over 40%) are in the
11–20% bracket, with only eight seeking a doubling or tripling—a far cry from the widespread of such
targets in LTP1.

Strategic Environmental Assessment (SEA)

2.15 A new report from the Countryside Agency and English Nature3 suggests that few authorities are
using the process of Strategic Environmental Assessment (SEA) as a tool for genuinely appraising and
comparing policy options. Many are instead “going through the motions” with the aim of showing how their
pre-determined policy choices meet Government objectives, rather than using SEA as intended to weigh up
the performance of alternative policy options in a genuinely open-minded way. In particular, we are not
aware of authorities using SEA to determine what impact their LTP policies (or any alternative options they
might have considered) will have on climate change, nor any sign that Government is at all concerned about
this very serious failing.

Virtual omission of cycling from Accessibility Planning

2.16 An important diVerence between LTP1 and LTP2 is the inclusion of Accessibility Planning as an
adjunct to the LTP process itself. CTC strongly supports the principle of promoting accessibility for all, and
notes that cycling is a mode of transport which is widely available to people of all ages and income levels.
A point which is not widely recognised is that many people with physical or other disabilities are able to
cycle even though they may have serious diYculties walking and/or may be unable to drive.
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2.17 When the draft Accessibility Planning guidance was published, CTC was acutely critical of the
almost total failure to mention cycling, let alone to suggest a way in which accessibility by cycle might be
measured. In response, the Government did acknowledge that this was a serious omission; however, in the
limited time available between the draft and final guidance, they were unable to do much more than to add
a few mentions of cycling to indicate that it should indeed form part of local authorities’ Accessibility
Strategies. Feedback from our local RtR campaigners and our Local Authority Benchmarking process
suggests that few if any authorities have attempted to apply the recommended Accessibility Planning process
to cycling. This would require local authorities to examine the barriers to cycle accessibility and then identify
and prioritise the most beneficial improvements. However, given that the final Accessibility Planning
guidance still lacks any advice on how to do this, it would hardly be surprising if local authorities have not
even begun to do so.

2.18 The omission stems from a failure to consider the factors which “make or break” cycle accessibility.
When it comes to public transport planning, these factors are primarily the availability, frequency and cost
of bus and other public transport services. By contrast, the key factors aVecting accessibility for cycling (and
indeed for walking), the presence of absence of “routes” but the presence or absence fast or busy major roads
or junctions.

2.19 In an attempt to help overcome this omission, CTC has begun to develop a methodology for
assessing the “cyclability” of any given road, based on readily available data (traYc volumes, speeds, speed
limits, safety record and road width). We are keen to work up this methodology in conjunction with DfT
so that it can be made available to local authorities to assist in the delivery of their Accessibility Strategies.

Speed policy

2.20 We feel the LTP guidance gave insuYcient emphasis to importance of speed policy—in terms of both
the setting and enforcement of speed limits—in achieving wider policy objectives. Speed policy is important
not only for road safety, but can also help encourage people to switch to more sustainable transport modes,
thereby helping to achieve environmental, health and quality of life objectives as well.

Good practices not specified

2.21 As noted previously, there are a number of recognised elements of good practice in delivering
cycling, most of which were mentioned in the LTP1 guidance, but which were omitted from LTP2 guidance.
Our feedback so far suggests that, as a consequence, adoption of these good practices in LTP2 submissions
is a lot less widespread than in LTP1. They include:

— Cycling Strategies—the LTP2 guidance spells out the legal obligation on local authorities to adopt
a bus strategy. However, in contrast to the LTP1 guidance, it says nothing about developing a local
Cycling Strategy. In practice, many of the authorities taking part in CTC’s Local Authority
Benchmarking programme do have Cycling Strategies, although many of them only recognise the
need for this as a result of participating in the Benchmarking programme itself. We wonder how
many authorities who have not taken part in Benchmarking currently have an active Cycling
Strategy.

— Adherence to existing or planned Guidance on Cycle Friendly Infrastructure, notably the
forthcoming Local Transport Notes on walking and cycling, and the Manual for Streets (nb the
draft Local Transport Note LTN 1/04 is particularly important, as it sets out a “Hierarchy of
Provision” for walking and cycling which could help eliminate much of the inappropriate
provision of poorly designed “shared-use” cycle facilities which so anger cyclists and
pedestrians alike).

— A Hierarchy of Road Users—many LTP1s included a statement that, in planning or designing
schemes, the needs of diVerent road user groups would be considered in a priority order, with
pedestrians first, and cyclists close behind. Initial feedback suggests such hierarchies are much less
common in LTP2.

— Cycle Audit and Cycle Review procedures—these are systematic procedures for considering the
needs of cyclists in the planning of new highway or traYc management schemes (Cycle Audit) or
to identify ways of improving the “cycle-friendliness” of the existing highway network (Cycle
Review).

— The provision of Cycle Training to the National Standard—as noted in our introduction, there is
good evidence that cycle training is a highly cost-eVective way not only to encourage more people
to cycle more often, but also boost their safety and confidence when doing so.

— Integration of cycling with public transport—this combination provides a door-to-door
alternative to the private car for longer-distance journeys, providing benefits for individuals,
public transport operators and public policy alike. Many authorities do in fact have partnerships
with rail operators to provide good cycle access to, and parking facilities at, stations and
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interchanges. However, other initiatives to promote combined cycle/PT journeys, such as cycle
racks on buses, are far less widespread, despite being inexpensive and straightforward to
implement, and highly beneficial where provided.

— Cycle-friendly road maintenance—in a previous submission to this Select Committee, CTC has
identified the many ways in which cyclists suVer disproportionately from poor road maintenance.
Feedback from our local authority Benchmarking suggests that few authorities have grasped what
is required to ensure that the needs of cyclists are reflected in their adopted maintenance standards
and procedures.

— Commitments to enforce cycle lanes and other cycle facilities—the TraYc Management Act 2004
contains new powers which, once implemented, will enable local authorities to take enforcement
action not only against infringements not only of bus lanes, but also cycle lanes and other cycle
facilities. So far we are not aware of local authorities having made commitments to use these
powers when available.

— Promotion of cycling for recreation and tourism—a new report from the Countryside Agency and
English Nature shows that some authorities’ LTPs do recognise the health, social and economic
benefits of promoting cycling as a means to access the countryside, however this recognition seems
to be patchy.

— The provision of a coherent bridleway and byway network for oV-road cycling—CTC welcomes
the requirement for LTPS to include information about progress on Rights of Way Improvement
Plans (RoWIPs). Committee members may be aware that CTC has recently lobbied successfully
to ensure that the new category of “restricted byway” can be claimed on the basis of evidence of
past use by cycles. In common with the British Horse Society (BHS), we are keen to see the
development of a coherent byway and bridleway network which enables people to enjoy the
countryside by cycle, and we are encouraged that the Department for Environment, Food and
Rural AVairs (DEFRA) strongly supports the promotion of non-motorised access to the
countryside. However, it is too early at this stage to tell how far the LTP process will help in
delivering this objective.

— Investment in improved monitoring of cycle use, particularly for school and work-related travel.
Feedback from our Local Authority Benchmarking programme tells us that local authority
oYcers face real diYculties (particularly shire counties) in obtaining reliable measures of cycle use.
We regret that the weak advice in the LTP2 guidance on target-setting and monitoring was a
missed opportunity to help move things forward.

LTP performance management and Annual Progress Reports (APRs)

2.22 During a meeting between CTC and DfT oYcials, they acknowledged that inadequate resources had
been put into Regional Government OYce (GO) scrutiny of LTP1 and particularly the subsequent Annual
Progress Reports. Regrettably, we do not see any evidence that this position has changed.

2.23 In particular, there appears to be a lack of any consideration by DfT of the degree to which the LTP
system as a whole is contributing to national policy objectives. We wonder, for instance, if DfT has carried
out (or intends to carry out) any consideration of the collective impact of LTPs on greenhouse emissions
from transport, or on cycle use at the national level.

2.24 As regards Government scrutiny of individual LTPs, we still await a full analysis of LTP2, however
it not at all clear whether or not LTP policies which support cycling are being (or will be) rewarded by more
favourable funding settlements.

2.25 There has been little involvement by the Government OYces in the Local Authority Benchmarking
process, a missed opportunity for them to pick up on what is happening on cycling in their regions. More
generally, Benchmarking participants have cited a lack of eVective information flow between local
authorities and Government OYces as a factor which can make it diYcult for local authority staV to feel
confident about whether they are focussing on the right priorities, or even whether the GO staV who are
responsible for appraising their eVorts know what they have or have not managed to deliver.

2.26 During LTP1, there was at least some compensation for this lack of GO scrutiny as far as cycling
was concerned, in that local authorities were then being assessed by the former English Regions Cycling
Development Team (ERCDT), who were then reporting back to Government via the (also disbanded)
National Cycling Strategy Board (NCSB). The ERCDT was able to report a significant improvement in
local authority performance between their first and second assessments (carried out in 2003 and 2004
respectively),4 and this was clearly due on large measure to the support they gained from the joint eVorts of
CTC and ERCDT in providing them with support, including through the Local Authority Benchmarking
process which complemented the ERCDT assessments.

2.27 Even then, it is not clear how much weight was attached to the ERCDT assessments in determining
annual funding settlements. We know only that there was a standard paragraph which appeared in the
decision-letters on LTP funding settlements sent to all local authorities, saying that ERCDT’s assessments
were a factor in the funding settlements. However, it is unclear how or to what extent these assessments were
actually factored into the process in practice.
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2.28 With ERCDT now no longer in existence, we are very concerned as to whether Government regional
oYces have either the resources or inclination to factor local authorities’ performance on cycling into their
assessments of LTPs and APRs, and when determining funding allocations.

2.29 Many of CTC’s local campaigners have persistently argued that their voices are also excluded from
the APR process. They are neither consulted on the content of APRs, nor is there any opportunity for them
to feed in an alternative perspective to Government oYces when they feel the APR is presenting an
unrepresentative picture of the progress actually achieved.

Funding: capital v revenue

2.30 CTC strongly believes in the importance, for the promotion of sustainable transport generally and
for cycling specifically of “soft measures” (ie those aspects of transport policy which aim to influence
attitudes and awareness, as distinct from “hard measures”, ie physical infrastructure). These require revenue
(rather than capital) funding, and we—like many both inside and outside the transport planning
profession—feel that the balance of transport funding is weighted too heavily towards capital rather than
revenue. Moreover, many authorities are lacking in staV with the skills required to develop and deliver an
eVective cycling strategy.

2.31 The LTP guidance itself recognises the value of soft measures, citing the DfT-sponsored report on
“Smarter Choices: changing the way we travel”5 as evidence that these measures can be highly eVective in
tackling congestion. Measures requiring revenue include: information and promotional activities (eg
Travelwise, or participation in “Bike Week” or “In Town Without My Car” week); individualised marketing
initiatives (eg the highly eVective TravelSmart programme run by sustainable transport charity Sustrans);
cycle training; and the development of travel plans and other partnership working with schools, colleges,
employers and the health sector. The “Smarter Choices” report actually cites an average benefit:cost ratio
of 10:1 for the measures studied, a truly impressive figure which puts most capital investment to shame. Yet
the LTP guidance still declines to make dedicated revenue available for transport. This makes it diYcult, if
not impossible, for local authority oYcers to make commitments more than a year ahead about what
revenue they can commit, since this is subject to annual internal negotiations between Councillors and
departments, across the whole range of a local authority’s activities.

2.32 Feedback through our Benchmarking process indicates that local authorities themselves have had
variable success in their eVorts to have promotional campaigns treated as capital spending (eg by linking
these with specific capital projects), depending on the approach taken by individual District Auditors. The
Department for Transport and Treasury jointly need to address the problem, either by clarifying what can
and cannot be treated as capital, or (preferably) by provided dedicated revenue for local transport spending.

Best practice

2.33 There are many examples of best practice which could be cited, covering all aspects of local cycle
strategy delivery: policy and target-setting, cycle facilities and other “cycle friendly infrastructure”,
partnerships with schools/colleges/employers/health trusts etc, marketing and promotion. We enclose a
selection from the many which have been identified through our Local Authority Benchmarking programme
(see www.ctc.org.uk).

2.34 Whilst these examples demonstrate what is possible within the existing policy framework, they still
remain exceptions; the LTP process has not enshrined them as the norm. Moreover, regrettably, we are far
from confident that the LTP2 framework will encourage good practice to become more widespread. Indeed,
the lack of political impetus behind cycling, apparent in LTP2 guidance would suggest that, if anything, the
opposite is more likely.

3. Conclusions

3.1 Any attempt to draw conclusions about the LTP process is inevitably tentative at this stage. However,
the limited evidence so far available suggests that the following observations are probably justified:

— The Government seems to have little idea of what impact LTPs have had, or will have, on wider
policy objectives, notably on climate change, but also on promoting cycle use and its health and
other benefits.

— The late publication of the LTP2 and accompanying Accessibility Planning guidance has
hampered both internal and external consultation in many authorities.

— The reference to 0% growth as a “satisfactory” LTP cycling target has signalled to local politicians
and senior oYcers that pro-cycling polices are eVectively “optional”, being a much lower priority
than in LTP1.

— Cycling is hardly featuring at all in local authorities’ Accessibility Strategies, due to its virtual
omission from the original draft guidance and the lack of any indication in the final guidance on
how it should be addressed.
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— This sense of cycling being a lower priority more generally in LTPs, and the lack of specific
references to key elements of good cycle policy, means that local authority commitment to those
elements (such as the “Hierarchy of Solutions” as set out in the Government’s Local Transport
Note LTN 1/04) is much weaker than in LTP1.

— The continuing lack of availability of revenue for local transport plans, and the uncertainties over
what can be treated as capital, are hampering eVorts to deliver “soft measures”, despite their
acknowledged cost-eVectiveness and the wide range of transport, health, environmental, social
inclusion and other objectives to which they can contribute.

— The lack of good data on cycling at the local level, or guidance on the most cost-eVective ways to
increase monitoring capacity, is also hampering progress on cycling, not least because local
authorities and others still have little information on what measures are most eVective (and cost-
eVective) to promote cycling.

3.2 We are grateful to the Committee for the opportunity to contribute to this extremely important
inquiry, and urge it to make recommendations aimed at tackling the issues outlined above.

April 2006
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APPENDIX 20

Memorandum submitted by Federation of Small Businesses

The FSB is the UK’s leading non-party political lobbying group of UK small businesses, existing to
promote and protect the interests of all who own and or manage their own businesses. With 195,000
members, the FSB is also the largest organisation representing small and medium sized businesses in the UK.

Transport is a local issue for the majority of small businesses. Most journeys for small businesses are made
within a 50 mile radius of their base, so local road networks are of particular importance.

For this inquiry response, the FSB has gathered responses from regional branches across the UK and
below are the main findings from those responses.

The main area of concern for FSB members is the decentralisation of powers and funds to the local level.
The Department for Transport is to a large extent dependent on Local Transport Plans (LTPs), but the
issues discussed below are major problems and should be given greater priority in all LTPs, as they are
damaging to the competitiveness of small businesses across the UK.

The areas where the LTPs could improve the services/competitiveness for small businesses are:

— increased aVordable town centre parking;

— greater mitigation of the negative impacts of roadworks; and

— a fair deal for taxis and private hire firms.

Planning

Parking

The burden of traYc demand management is borne almost completely by small businesses, their staV and
customers through the reduction in publicly provided parking spaces and the increase in their cost.

There is little regard for the diVerence between urban and rural areas. In some rural areas there is no public
transport and the car is the only option. Reducing parking spaces in small town centres and increasing the
cost is pushing people to travel further to the large urban centres where they can take advantage of free
parking.

The FSB would like to see a levelling of the disparity between parking in out of town retail centres and
supermarkets against publicly provided parking. The preferred policy option would be more free parking
introduced by local authorities. That would level the playing field and ensure that all sectors carried the
burden.
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Road maintenance

Road maintenance aVects small businesses in a negative way as it can prevent or restrict access to town
centres during busy periods. The FSB calls for compensation to be paid to any small business aVected by
road works in line with that currently paid by water and gas companies for loss of turnover.

Taxis and private hire vehicles

The Disability Discrimination Act requires private hire and taxi firms to provide accessible vehicles. This
Act removes the need for community transport organisations, particularly as they frequently oVer a more
expensive service to the traveller, subsidised by the tax payer. Yet the current system does not permit any
challenge to the existence of community transport organisations. This issue implies crossover at a national
and local level and is an issue which the Department for Transport needs to take control of.

These issues will be discussed later in the year when the FSB publishes its Better Transport 2006 report.

Funding

The FSB believes that there needs to be far better local control and allocation of funds in local
government.

For instance, highways oYcers have little flexibility now in determining spending priorities. They have to
bid competitively for funds from central government for schemes and are up against competition from other
county councils or unitary authorities. The schemes also have to fit into the priorities agreed by the Regional
Assembly.

The result is that Highways oYcers will be receiving a lot of pressure from local communities for road
schemeswhich will require detailed submissions costing hundred of thousands of pounds to prepare,
knowing that they are not worth proceeding with because it will probably not be a “regional priority”. This
example not only interlinks funding with planning but demonstrates how national, local and regional plans
overlap in the system. The FSB believes limited guidance should be on oVer for grey areas in the planning
and funding system.

The FSB has recently published its local government manifesto and transport was one of eight major
priorities for members. It is essential that the powers of central government (both for planning and funding)
are clearly expressed and used as and when is necessary to avoid small businesses being adversely aVected
by local transport issues.

28 April 2006

APPENDIX 21

Memorandum submitted by Transport 2000

Introduction

Transport 2000 is a national environmental group campaigning for sustainable transport policies. Its
aYliates include a wide range of environmental and transport user groups, trade unions and transport
operators and local groups. It co-ordinates a number of networks, including regional Transport
Roundtables, and promotes new ideas and good practice in transport planning.

Summary

We have been very supportive of Local Transport Plans, and of many of the plans themselves. We identify
here some problems, notably:

— shortage of revenue funding, which has aVected bus services and also measures designed to
influence travel behaviour;

— a failure to require re-evaluation of road schemes where costs have escalated or which are unlikely
to be funded, leading to wasted resources. This contrasts with the rigorous approach to such cost
escalation on light rail schemes;

— a failure to integrate rail into local transport planning;

— failure to include tackling climate change as a key target for LTP2, and also failure to integrate
other Government objectives such as tackling obesity and improving the public realm into the
LTP process;

— insuYcient priority for travel planning as against infrastructure measures; and

— rural areas are losing out in LTPs because key priorities, notably congestion and pollution, are seen
as urban, and rural access problems (for tourists as well as for residents) are being downplayed.
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We make various proposals to tackle these problems, including arrangements for long-term revenue
funding, freedom to fund rail projects and services, more priority for travel planning, a central role for using
LTPs to tackle climate change, a firmer approach to authorities promoting road schemes which are unlikely
to justify or get funding or where costs have escalated significantly, and more work on alerting councillors
to good practice and to practical experience in solving transport problems.

Have the local transport capital settlements met what was expected and allowed delivery of the planned
projects? What have been the impacts on major transport schemes, and smaller schemes? Have the full
allocations been spent as planned? How have cost increases been settled?

The capital settlements have met what was expected, but cost escalation has been a major factor in both
public transport and road projects. However cost escalation has been treated diVerently by the Government;
with public transport schemes, especially light rail, funding has been withdrawn and most light rail projects
have been abandoned. By contrast, significant cost escalation in local authority road schemes has not been
challenged and increases have broadly been nodded through, with few schemes being reassessed. There has
also been reallocation, for example from cycling to road maintenance, to cope with extra costs. We
understand that the National Audit OYce is now conducting an inquiry into roads costs escalation,
including the treatment by DfT of escalation in local authority schemes.

Is the formulaic funding approach the most suitable method for allocating transport investment? What has been
the impact of the performance-related component?

As outsiders to the system, we find it diYcult to answer this question. Broadly speaking, the authorities
with most performance funding are ones that we and our local groups would generally recognise as being
high performing authorities.

Do local authorities have adequate powers to raise resources to fund local transport infrastructure? What other
powers could be useful?

Compared with other countries, local authorities in the UK have few revenue-raising powers; however,
it is also true that authorities have not in general been prepared to use powers they do have such as
congestion charging and workplace parking levies. A number of transport-related revenue sources have
been suggested, for example Business Improvement Districts, Transport Development Areas and borrowing
on the basis of future property values; we look forward to the Lyons review for a Government view on these
and other revenue raising powers. We note below that “transport infrastructure” funding may be less of an
issue in practice than revenue funding for transport services.

Has the balance between revenue funding and capital funding for transport proposals been appropriate? How
well have the diVerent funding streams from the Department for Transport and the OYce of the Deputy Prime
Minister supported local transport projects? Are transport services successful in securing suYcient revenue
funding?

There are several issues we would wish to comment on here. The first, the balance between revenue and
capital, is a particular and long-running problem. As one of our local group representatives put it: “It
continues to amaze me that you can pay for the roadworks needed to construct a bus lane, and for cameras
to control it, with LTP funding, but not subsidise any buses to use it or pay anyone to monitor the camera
screens”. Revenue Support Grant guidelines and indicators treat diVerent parts of transport in diVerent
ways; there are guidelines and indicators for highway maintenance (though there are still concerns that
maintenance budgets get raided for other purposes), but there are no guidelines or indicators for local public
transport, which is treated as part of the “other services” block. There are therefore no indicators on how
much an authority should spend on public transport services (concessionary fares are diVerent, because they
are a statutory requirement). Some authorities (eg Southend) have in fact removed all non-statutory funding
from bus services. The short term funding for public transport through Urban and Rural Bus Challenge
funds has been very useful in setting up new and experimental services, some of which have been highly
valued and award-winning, like Lincolnshire’s Interconnect bus scheme—but it has proved diYcult to keep
these running once short term funding has finished. The result is that many innovatory and valued services
have disappeared.

Shortage of transport revenue also aVects projects and schemes that seek to change travel behaviour,
where staYng is important. Local authorities therefore find it diYcult to make long term revenue funding
commitments to cycle training, travel plans for schools and employers, sustainable tourism initiatives or
marketing initiatives such as “TravelSmart” individualised marketing. There is therefore a tendency for staV
involved in these to be relatively junior and on short term contracts.

We would also comment at this point that local authorities in England have found it diYcult to integrate
local rail services into their planning and funding. While some good examples do exist, utilising developer
and other funding, of partnerships to develop rail facilities, the Government has strongly discouraged
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authorities from funding rail services or projects other than interchanges. Rail Passenger Partnership
funding, which had proved an eVective route for joint rail/local authority schemes, was abolished in 2003,
and has not been replaced. The recent round of Regional Funding Allocations specifically excluded rail
projects. In part this reflected a focus on getting existing services to perform better, but the absence of any
ability to influence the rail industry has been widely resented by authorities and the communities they serve.
Community Rail Partnerships are an exception to this, but there is no local authority pot that can be used
for these other than general expenditure. Some funding for new rail schemes is now appearing through the
Transport Innovation Fund Productivity scheme and through a Network Rail enhancement fund, but local
authorities have no formal connection with these and indeed were not asked for advice on productivity TIF.

One example of the results from this fragmentation was described by Alan Williams in “Modern
Railways”, April 2006: “In Bishop Auckland, the local authorities are improving public transport as best
as they are allowed, providing new bus bays and walkways at the stations, all to the latest DDA standards.
But because they are not allowed to contribute to track improvements to raise line speeds, or for new trains,
the service is still basically a two-hourly, unreliable, uncomfortable, 1980s era, spartan, bus-like Pacer”
Meanwhile, he points out, local bus services are being cut. “So that’s it then, Minister. Co-ordinated
transport planning at its best. The local authority pays for improvements to the bus-rail interchange while
we cut out the trains and the private sector cuts the buses. It’s the perfect answer to demands to control the
cost of public transport. You don’t provide any.” Similarly, in the South West, communities are seeing cuts
in rail and bus services while new roads are being built to cater for increased traYc.

We believe that two measures are needed here:

(i) Some kind of long term revenue support should be made available for local transport, including
bus services. This could be ring fenced, at least for an initial period to establish the principle of
transport revenue funding, but we note the Government’s antipathy to ring fencing. Alternatively,
support could be provided as part of a partnership with local authorities, which would commit to
use it for raising transport standards, or through the use of indicative budgets or service levels.

(ii) Rail needs to become an integral part of local transport planning. So far, DfT have argued that
this cannot be done until the OYce of Rail Regulation has finished an exercise allocating costs for
diVerent rail services. This seems to us to be largely irrelevant. LTP funding should be able to be
used to support rail projects where they can best contribute to meeting a council’s targets. In
addition, assuming the Regional Funding Allocation exercise is repeated, rail schemes ought to be
allowable on a level playing field with other projects. In addition, authorities ought to be able to
buy marginal increases in rail service levels, where this will not aVect capacity. On community
railways, more innovative funding arrangements should be allowed—for example authorities
should be able to assist with purchase of rolling stock for such lines if this will reduce costs by
avoiding leasing charges. We argue further that DfT should sponsor the development of clear
templates for model agreements between the rail industry and local authorities.

How eYcient is the bidding and scheme preparation stage? What could be done to avoid local authorities wasting
significant resources on preparing and designing transport schemes which do not get approval?

As already noted, light rail and other public transport schemes have been treated much more harshly than
roads. The light rail scheme issues have been widely aired—however, other public transport schemes such
as guided buses, which the Government appears to favour, also have no guaranteed funding, yet have to go
through lengthy scheme preparation. By contrast, road schemes have been much more lightly treated.
Although the Government says that authorities are expected to look for alternatives to road building,
including smaller schemes, demand management and public transport, there are many cases where the
Government has not enforced this. When schemes have been given provisional approval, the Government
has appeared reluctant to reject or reappraise them, even where circumstances have changed radically since
first planning or where costs have increased significantly. We argue that the Government should be much
more proactive in requiring promoters to look for alternatives to road building and in withdrawing funding
approval or at least requiring reappraisal where circumstances have changed. Given that the Regional
Funding Allocation process (which we support in principle) has left many road schemes without a prospect
of funding in even the medium or long term, the decision on these allocations would be a good moment
to withdraw funding from such schemes and encourage authorities to examine alternative ways of solving
transport and traYc problems.

Wiltshire County Council provides a particular example of resources being wasted on schemes. The
Council has for many years pursued a vision of a dual carriageway between Bath and Southampton, with
associated development, and has proceeded to promote this in small sections. Some of these have been built,
but others have been rejected by successive Governments as environmentally damaging and unjustified,
especially given a recent corridor study showed that there was little strategic long distance traYc on the
corridor and recommended that in future, only local schemes were justified. Despite this, the Council has
recently invited tenders to build a large scale Westbury bypass, which has no firm funding, no planning
permission and is not in some of the local plans (and also faces significant opposition from local groups and
statutory bodies). In situations like this, we would like the Government to intervene (as it did in Salisbury,
further down the corridor) to stop work on such schemes by making it clear that it will not fund them.
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Were the administrative process and timetable for delivering Local Transport Plans appropriate? How helpful
was the guidance from the Department for Transport? How did the second round of Local Transport Plans learn
from the first, and how could the process be further improved?

We support much that has been done in LTP1 and in the guidance for LTP2. However, guidance for LTPs
and for Annual Progress Reports has been late and sometimes unclear, and we are sympathetic to local
authorities faced with this. Draft guidance for LTP2 was not issued even in draft form until July 2004, after
many authorities had started work on their plans. Requirements to “discuss with neighbouring authorities
how well your proposals match” did not go down well in places like Derbyshire, which shares boundaries
with four shire counties and three PTEs, in four diVerent regions.

We are concerned that LTP planning needs to be joined up with other Government policies, and that this
has not happened. Accessibility planning guidance, requiring co-operation with other services, coincided
with changes in other services which reduced accessibility—for example centralisation of magistrate courts
and closure of post oYces. Accessibility planning needs to be embedded across Government if it is to be
eVective, and there is little sign that this is happening.

How well have the Local Transport Plans delivered better access to jobs and services, improved public transport,
and reduced problems of congestion, pollution and safety? To what extent has the Government’s Transport
Strategy fed into the second round Local Transport Plans?

Many LTPs have resulted in significant improvements to local transport facilities and services, and there
is a lot of good practice in all the areas mentioned. In some of the authorities identified as centres of
excellence, like Nottingham and York, traYc has been reduced and a shift from car to public transport and
other modes has been achieved against a backdrop of increased jobs and economic activity. However, LTPs
have been implemented in the context of wide variability in national transport policy, with demand
management varyingly supported or opposed by Ministers. The end of the fuel duty escalator has seen
motoring costs reduce while public transport fares have increased in real terms. So LTP authorities have
found it diYcult to pursue a consistent course. We have referred already to trends in rail and bus services,
which have made it diYcult to improve services.

In relation to the second question, we do not believe that the full Government transport strategy has fed
into LTP2. The shared priorities on which the second round LTPs are based cover safety, local air pollution,
accessibility and congestion, but do not include tackling climate change, which is a PSA target shared by
DfT with other departments. The guidance mentions it as something authorities may consider if they wish,
yet LTPs can have a significant eVect on transport greenhouse gas emissions and tackling climate change
should have been a central theme of LTP2. We are also not convinced that LTP2 will reduce social exclusion.
While accessibility planning will undoubtedly help, reducing social exclusion is not a core part of appraisal
and requirements for major schemes; nor is it used to judge transport strategies as a whole. We referred
earlier to linkages between LTPs and other government departments; we are concerned that other
Government objectives, notably tackling obesity and improving the public realm, are not as central to LTP2
as they should be. In relation to obesity, LTP2 guidance downplays the importance of cycling, removing
targets to increase cycle use. In relation to improving the public realm (a ODPM PSA target), there is hardly
anything in the guidance reflecting this, yet street design and the impact of traYc are important influences
on the public realm.

Lack of funding for and emphasis on speed management other than for very narrow road safety purposes
has not helped. Authorities like Hull have been able to demonstrate significant reductions in road casualties
through a combination of measures, but many have faced funding diYculties in implementing these.

Rural transport needs lose out in LTP2 because the shared priorities focus on congestion and pollution
which are seen as urban issues.

How eVective is the Local Transport Plan performance management regime? Do the Annual Progress Reports
give the necessary transparency and rigour in assessing performance?

APRs have tended to be taken at face value—separate evidence from NW TAR to the committee points
out that some claims made in them have been erroneous. The equivalent East Midlands Roundtable, which
also surveyed APRs, pointed out that the real time information system in Leicestershire, which the APR
treated as a completed project, was working poorly or not at all, with 25% of installations working correctly.
It should not be down to voluntary groups to be checking APR statements. We have noticed and welcome
a trend to much more active engagement by DfT and Government oYces with authorities and LTPs, but
we have also noted above a failure to question road scheme costs and authorities’ obsessions with schemes
unlikely to be funded.

APRs have also tended to measure outputs rather than outcomes—lengths of bus lane or cycle lane rather
than increases in bus use or cycling. This is changing with LTP2, but we await to see how this will be
monitored, given the much more limited reporting required from authorities than in LTP1.
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We also note that there is still little work done to actively identify what works and spread knowledge of
this around among authorities. The Local Transport Planning network, sponsored by DfT, is a good step
in this direction, but there is no work done on training or informing councillors and before and after
monitoring of LTP schemes is still limited.

How successful is the balance between infrastructure projects and travel planning initiatives?

The balance is poor given the increasing weight of evidence for the eVectiveness of travel planning
initiatives. The DfT’s mail to: Dftws “Smarter Choices” research, published in July 2004, demonstrated the
eVectiveness of these in tackling traYc problems, in combination with other measures, but they are still not
in the mainstream of much transport planning, and the revenue funding problems associated with them have
been noted above. School travel plans have been separately funded, but bursaries for workplace travel were
ended in 2004. We have argued that it would be legitimate for DfT to allow authorities to develop smarter
choices programmes (given their eVectiveness) as packages for major scheme funding, and also to require
authorities to demonstrate smarter choices work before being given funding for major infrastructure
schemes. Work on walking and cycling has been infrastructure related, given the greater ease of spending
capital funding, yet cycle training and travel information and marketing are needed to eVect change. Even
the infrastructure for cycling that has been constructed does sometimes not make cycling a real and
attractive alternative.

Conclusion

There are many good aspects of the LTP system and we support it in principle. It needs however to be
better joined up to other Government policies and to have more freedom to fund, and better access to
funding, for public transport (rail and bus) and travel planning. Links with strategies to address climate
change, social exclusion, obesity and public realm all need to be made or improved.

28 April 2006

APPENDIX 22

Memorandum submitted by the Civil Engineering Contractors Association

Introduction

Terms of reference of the Transport Committee’s new inquiry into Local Transport Planning and
Funding in England were set out in the Committee’s Press Notice 33/2005–06 issued on 30 March 2006.
These left some doubt as to whether or not the Inquiry will cover all local transport in England, including
London. Apart from a single paragraph beginning “A separate planning and funding system operates in
London” all of the background information and the lists of questions that the Committee wishes to examine
seem to relate only to the transport plans and funding of local authorities outside London.

CECA suggests the background information contained in the Press Notice might usefully have posed a
number of questions that are not listed. For example, it begins by saying that “local transport will receive
£1.6 billion for capital-funded projects over 2006–07” without attempting to put that figure in any broader
context. Also, there is no reference to most capital funding for roads and transport being now included in
the Single Capital Pot. Moreover, there is no reference to Regional Funding Allocations for transport or
“regional advice” on prioritisation of major schemes proposed by local authorities and the Highways
Agency.

The following points comprising CECA’s written submission do not attempt to address directly the issues/
questions listed in the Committee’s Press Notice, most of which, especially about planning, are not within
CECA’s competence to answer. They do, however, include elements that CECA feels the Committee needs
to consider but which, on the basis of the Press Notice, might possibly be overlooked.

Background

Construction, improvement and maintenance of local roads are major elements in total civil engineering
workload.

In Great Britain as a whole total annual expenditure by local authorities on roads and other transport
infrastructure is currently around £5.5 billion, including around £4.75 billion in England [source: Transport
Statistics Great Britain, DfT].

This is equivalent to close to 30% of CECA’s most up-to-date estimate of total civil engineering output.

CECA’s quarterly survey of civil engineering workload trends finds that two out of every three member
contractors are engaged in work of local roads, including firms of all sizes.
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Arrangements for planning and funding investment in and maintenance of local roads and transport in
England have changed considerably since the Government’s first Transport White Paper was published in
July 1998.

The basic premise on which the changes have been founded is that a longer time horizon for transport
planning, coupled with longer-term financial provisions, will help local authorities improve the quality of
transport services in their areas, and obtain better value for money. CECA strongly supports these
objectives.

The over-riding concern for CECA members, as suppliers to highway authorities throughout England,
is the need for greater Clarity, Consistency and Continuity in the published-programme, funding available
and initiatives to promote better value for money.

Local Transport Funding and Planning

CECA welcomed the decision to replace the former annual transport planning regime for English local
authorities with the present regime of five-year Local Transport Plans, which it judged would be of benefit
to suppliers including civil engineering contractors as well as to authorities.

CECA also welcomed the Government’s July 2000 10 Year Plan for transport which set a broader
framework of service delivery targets for local transport (maintenance condition of highways, cycling, bus
partnerships, etc), and gave indicative values for total public investment in local transport through to
2010–11.

One feature of the 10 Year Plan particularly welcomed by CECA was the decision to increase central
government funding of maintenance of local roads in England mainly by way of greater capital allocations
rather than additions to Revenue Support Grant.

CECA has long argued that central funding of local highway maintenance should be ring-fenced, and was
re-assured that increased capital allocations for highway maintenance, along with those for road
improvement and integrated transport schemes, would be ring-fenced.

Over the succeeding five years, however, it is clear the regime has become less, rather than more, certain.
CECA is seriously concerned that local authorities appear to be currently less sure of their position in respect
of both the planning and the funding of local transport than at any time since 2000, particularly where major
((£5 million) road and integrated transport schemes are concerned.

The Committee has noted that local transport in England (but outside London) will receive £1.6 billion
for capital-funded projects in 2006–07. However, CECA feels that could be misleading.

The headline figure of £1.6 billion for the 2006–07 local transport capital settlement includes £0.2 billion
of possible funding of major schemes that are not yet approved. Fully committed capital allocations total
only £1.4 billion.

Even if allocations did total £1.6 billion, that would be £0.5 billion less than the sum suggested in the July
2000 10 Year Plan.

Total allocations, including provisional allocations for major schemes that had not yet secured all
necessary approvals, broadly matched the 10 Year Plan figures for the first three years of the authorities’
first five-year Local Transport Plans.

However, they then fell short by £0.3 billion for 2005–06, for which year there was also a marked reduction
in new approvals of major schemes, ahead of the £0.5 billion shortfall for 2006–07.

Without the level of funding originally envisaged, the service delivery targets set out in the 10 Year Plan
are unattainable.

Another example of “back-sliding” is provided by the Government’s decision that, with eVect from
2002–03, almost all capital allocations for highway maintenance and for smaller road improvement and
integrated transport schemes (the “integrated transport block”) should be included in each authority’s
Single Capital Pot the allocation of which between services would—like that of Revenue Support Grant—
be decided at local level.

It appears to CECA that the Single Capital Pot decision indicates a degree of conflict between the
Government’s policies for local government in England and for transport.

More recently another conflict has developed, between policies for regional planning and for local
transport, which has created major uncertainty for local authorities—and their suppliers—where plans for
major road and integrated transport schemes are concerned.

The Government has established a new system of Regional Funding Allocations for the Government
OYce Regions in England, including allocations for transport. It has instructed the Government OYces to
facilitate consultation at regional level on the prioritisation of major schemes proposed not only by local
authorities in the region but also by the Highways Agency for improvement of the strategic roads network.

The timing of this new regional system, linked to Spending Reviews by The Treasury, has cut right across
that of the Local Transport Plan process.
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Local authorities were due to finalise their second five-year Local Transport Plans by end-March 2006.
However, decisions on the major schemes components of the authorities’ draft Plans submitted in July 2005
were deferred pending consideration of “regional advice” that was not submitted until January 2006, and
will not be announced until later in Spring 2006.

CECA members have reported that authorities in diVerent parts of the country have reacted in diVerent
ways to this added dimension to the planning process. For example, where authorities had begun the
procurement process for schemes that “regional advice” has suggested should be given only a low priority
or should not proceed at all some have suspended procurement but others are pressing ahead, which is
potentially wasteful of authorities’ own and suppliers’ resources.

The insertion of the additional “regional” dimension appears, to CECA, to raise fresh and disturbing
questions about the allocation of responsibility for decisions regarding local transport plans, particularly in
respect of major schemes. Long-term planning decisions about “national strategic” routes should be
aVorded considerations from a wider perspective than may be the case at regional level.

Of particular concern to those CECA members that are involved in major highways, is the eVect on the
programme of maintenance and enhancement to the national strategic network as administered by the
Highways Agency (HA).

There are relatively few companies that are now suppliers in the major highways market; these having
invested considerably in resources and modern business improvement processes to meet the needs of the HA.
Such processes are helping the Agency to improve value for money and deliver more reliable budget and
programming predictions.

Essential to this eVort is the need for the HA to retain control of its programme of projects, something
that appears to be undermined by regional influence.

On paper all the indications are that decisions will be taken by the Department for Transport, after
considering “regional advice” that should take account of the views of the whole spectrum of stakeholders.

There are indications, however, that a greater influence is being exerted by the Government OYces for
the Regions, which is also extending to other aspects of the Local Transport Plan process, including
assessment of delivery of authorities’ first Local Transport Plans and of their draft and final second Plans.

For example, it appears to CECA that decisions on “performance funding” are being taken at the level
of the Government OYces rather than that of the Department for Transport, and there would seem to be
a risk that judgements may not be entirely consistent across the country.

“Performance funding” is another source of uncertainty in the local transport planning and funding
system. Introduced in the 2004–05 local transport capital settlement it was shelved for 2005–06 but revived
for 2006–07.

Arrangements for the new funding year seem to CECA to be most unfair. Some additional funding is
being provided for reward payments for authorities whose draft second Local Transport Plans have been
judged “very promising”, but those for authorities whose delivery of their first Local Transport Plans is
considered “excellent” or “good” by reference to their Annual Progress reports for 2004–05 are being funded
from an unchanged total of integrated transport block guidelines, by imposing 5% deductions from the
guidelines of authorities whose performance is rated no better than “fair”.

It is impossible to see how the Government can justify these deductions, which for some larger authorities
equate with more than £1 million, when “fair” performance is said to mean “generally satisfactory delivery”.

Conclusion

CECA considers that the Local Transport Plan process for planning and funding, investment in and
maintenance of local roads and integrated transport in England outside London, is based on sound
principles, but its eVective operation has been and is being compromised by changes from year to year in
guidelines, reporting, performance funding, etc, and by more radical changes in the balance of national,
regional and local transport policies.

The Government’s 10 Year Plan was a significant step in the right direction to establish a long-term
agenda for transportation.

CECA believes that commitment to funding investment in transportation infrastructure is in danger of
being undermined by a culture of inconsistency typified by the Future of Transport White Paper (2004) that
failed to follow through with a commitment to a long-term agenda for transportation as set out in the
10 Year Plan.

For this reason, coupled with a need to facilitate robust business-cases for national transportation bodies
such as the Highways Agency, CECA considers national strategic routes and projects that have been
identified as having wider importance are insulated against undue influence by regional consultation and
the disruption that can occur from that.

Notwithstanding these concerns, CECA believes there is merit in regional input for schemes that are not
of national strategic importance.
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There is an ongoing requirement for transportation strategy at all levels to not only reflect the need for
long-term investment in transportation infrastructure but also provide stability for those seeking to develop
best value procurement and delivery processes.

2 May 2006

APPENDIX 23

Memorandum submitted by Mr Graham Stringer, MP

LOCAL TRANSPORT PLANNING AND FUNDING

Bus Services Across the United Kingdom

I am submitting this paper as evidence to the Transport Committee for both of the above inquiries as I
am concerned that during the oral evidence sessions, resonances of Mr Rowlands’ (Permanent Secretary,
Department for Transport) extraordinary performance before the Public Accounts Committee on
23 January 2006 have been apparent. I have therefore used the Greater Manchester Passenger and Transport
Authority as an example to test Mr Rowlands’ assertions.

Transport Funding Allocation in London and PTA Areas

In an oral evidence session to the House of Commons Public Accounts Committee on 23 January 2006
(HC851-i), Mr Rowlands suggested that the reason why London gets 31p in bus subsidy per passenger when
the rest of the UK gets 11p is because out of the monies available “London has chosen to pay more per
passenger, and others have made a diVerent choice.” To say the various transport authorities and Transport
for London (TfL) choose to allocate diVerent levels of subsidy to bus services is misleading if not
disingenuous. Rather, it is a product of the direct grant available to Transport for London and the way
public transport is funded in the rest of England.

The Greater Manchester Passenger and Transport Authority (GMPTA) is funded by a levy on the
10 District Councils of Greater Manchester. District councils are under pressure from central government
to keep council tax rises below government targets. If any of the 10 Greater Manchester Authorities exceed
Government limits they risk capping. District Councils’ budgets are under pressure particularly in terms of
education, social services and other essential local provision. At the same time, district councils have to
balance the competing precept and levy demands from organisations such as GMPTA, the Fire and Civil
Defence Authority, the Police, the Waste Authority and so on. If District Councils chose to divert funds
away from other services to bus subsidy it is likely that this could severely compromise other Government
targets outside the transport field. It is not therefore the straightforward choice Mr Rowlands suggests. The
implications of above inflation levy increases would necessitate punitive and damaging cuts to other
essential services, and as a result, district councils’ hands are tied. Consequently last year, GMPTA agreed
in principle to limit annual levy increases to 4% for three years. GMPTA say this allocation is only enough
to maintain services at current levels.

The other important point that Mr Rowlands either fails to understand or convey is that choice plays little
part in the allocation of funds for Transport for London. Unlike PTAs, TfL has a protected revenue stream,
which is issued without competition from other services—the direct transport grant from government—as
well as the locally administered funds via the Greater London Authority (GLA). According to TfL’s
Statement of Accounts for the year ending 31 March 2005, the direct transport grant amounted to
£2,260 million (in the same year total revenue from fares and other services totalled some £2,555 million).
The stability of this budget is protected because these funds are ring-fenced specifically for TfL. Clearly, the
total revenue budget dwarfs that of GMPTA’s total revenue spend which totalled £119 million (excluding
Special Rail Grant) in the same year.

Transport grant funding is unique to TfL. This grant, because it is administered centrally is not subject
to the same pressures experienced by PTAs outside London. This is why it is wrong to describe the diVering
subsidy allocations as a choice.

TFL is also in a much stronger position to borrow funds. Recently, TfL agreed a funding settlement,
which enables £10 billion investment over the next five years. The grant funding certainty provided by this
and the introduction of new prudential borrowing legislation has enabled TfL to establish a £3.3 billion
borrowing programme on top of a municipal Eurobond worth £200 million. This investment was made
much easier due to the security guaranteed by TfL as a result of the transport grant funding. In PTA areas
the same level of revenue funding to support capital investment does not exist and as such PTAs can only
dream of similar investment.
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Moving on, Mr Rowlands said that over the last five years, whilst RSG has gone up in real terms in PTA
areas bus subsidy has remained the same. Whilst this might be true as an average across England, in Greater
Manchester it is not the case. In 2001 GMPTA paid 70.54p per mile in subsidy but by 2005 this had jumped
to 112.61p. Similarly support for the general network (excluding schools) in 2001 stood at £7.5 million
accounting for 9.8 million miles. In 2005 this figure has risen to £12 million for just over 10 million miles
raising serious questions on value for money. In 2001, the total tendered bus network, including schools
services cost GMPTA £12.74 million. By 2005, this figure has risen to £22.4 million. Despite the increasing
subsidy, the subsidised bus network has continued to contract, largely because GMPTA has not been able
to aVord to replace all withdrawn services. The net result is that the people of Greater Manchester are
increasingly paying more money for fewer bus services. Between January 2003 and January 2006 alone, of
208 commercial withdrawals GMPTA was only able to replace 91. Clearly as a result, some local
communities in Greater Manchester are now without a bus service.

In addition to the cost of the tendered bus network the PTA also devoted some £33 million towards paying
the cost of supporting concessionary travel for bus passengers in 2005–06. The Authority has always oVered
a concessionary fares scheme, which is more generous than the national minimum and continues to do so
by oVering reduced rate travel to pensioners and disabled people before 9.30 am and to children throughout
the day. Despite this considerable input of public resources however the Authority has very little control
over the standard of the 85% of bus service provision in Greater Manchester that is operated commercially.
This lack of accountability to the Authority and the public for the standard of service oVered provides a
disincentive to the public sector to invest public resources in support of local bus services. The position is
very diVerent in London where local operators are answerable to TfL for the quality of service operated
across the capital. Mr Rowlands’ response therefore over-simplifies a complex situation and doesn’t
acknowledge the very diVerent circumstances that prevail inside and outside the capital.

Mr Rowlands was then questioned on three key factors at play in the London delivery chain that explain
rising bus use in the capital. When asked to prioritise these dynamics the Permanent Secretary refused,
suggesting that it would not be possible to rate them in order of importance as they may well vary between
local authorities. Each issue is commented on below.

Restraint on Car Use

Bus patronage was increasing well in advance of the introduction of the congestion-charging zone in
central London. This upward trend has continued throughout the lifetime of the charge and clearly the zone
acts as a deterrent to drivers. However, the extent to which these drivers have switched specifically to buses
is not clear. On top of this, the zone covers less than one and a half percent of the GLA surface area and
patronage is increasing across the whole of Greater London, where the deterrent is not in operation. While
there is significant restraint on car use in central and inner London both through parking controls and in a
small area, through the congestion charge, the position in outer London is diVerent with less car restraint.
My understanding is that bus patronage has also increased here. One can therefore surmise that other factors
are also important. One should also remember that the London rail system is operating at full capacity for
much of the day. It is also worthy of note that cycling has increased by 30% since the 7.7.2005 bombs.

The System is Better Run and Well Managed in London

The delivery chain for the procurement of bus services is far less complex in London.

Clearly, the benefits of a franchised arrangement in London, the complicated reimbursement formula
elsewhere and the fact that TfL takes fares risk means that complicated relations with individual operators
are removed. However this is only part of the issue. The fact that funds are allocated directly from central
Government to London provides revenue security for TfL to which PTAs are not entitled. This means
monies are not under attack from competing sources and, crucially, provides a borrowing platform upon
which PTAs are unable to stand.

TfL Simply has More Cash

As suggested above TfL’s annual revenue budget massively exceeds that of any metropolitan transport
authority and clearly this imbalance should be addressed. However, the way funds are allocated is also
important. Irrespective of the monies available, TfL is at a significant advantage purely through its ability
to control funds in isolation of other competing services. Direct grants are allocated specifically for transport
in London and metropolitan transport authorities should be treated the same.

Funding Gap: London and the Rest

Pteg have provided interesting figures on the significant and growing gap between public spending
(combined Central Government, Local Government and public corporation spending) on transport per
capita as a whole in London compared with the regions.



3450581062 Page Type [E] 21-10-06 00:17:10 Pag Table: COENEW PPSysB Unit: PAG6

Ev 214 Transport Committee: Evidence

TOTAL PUBLIC EXPENDITURE—£ PER CAPITA ON TRANSPORT4

1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06

North East 143 161 154 176 182 184 201
North West 154 143 165 199 249 267 278
Yorkshire and Humberside 103 117 142 163 186 184 197
East Midlands 113 113 132 154 190 207 221
West Midlands 147 132 155 182 211 231 248
Eastern 157 144 158 166 209 204 221
London 227 233 327 462 586 537 631
South East 131 133 151 160 186 192 222
South West 134 137 139 153 180 189 208
England 149 149 177 213 259 259 288
United Kingdom 150 152 178 212 262 262 296

The transport funding outlined in the above table, has been graphed below to show the diVerence between
per capita funding for London and the North of England and the West Midlands.

Funding Differences Between the North of England/West Midlands5 and London

Public expenditure on transport 1999 to 2005
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Cost Benefit on Capital Spending

It is my understanding that capital schemes in London are approved with cost benefit ratios of
considerably less than two.

15 June 2006

4 HM Treasury, Public Expenditure Statistical Analyses 2006, May 2006 and Public Expenditure Statistical Analyses 2005,
http://www.hm-treasury.gov.uk. pteg spreadsheet has data summary for PTE areas.

5 “North and West Midlands” defined as the North East, the North West, Yorkshire and Humberside and the West Midlands
(region) taken together.
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