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Third Special Report 

The Committee published its Tenth Report of Session 2004-05 on 3 April 2005. The 
response from the Department for Transport was in the form of a memorandum dated 
20 July 2005, and is published as the Appendix to this report. 

Appendix 

Introduction 

The Department welcomes this report. It recognises that light rail can deliver quicker, 
more reliable journeys, and can be effective in attracting people out of cars. It will support 
light rail schemes where they are the best solution for the local circumstances. This will 
usually be in corridors with high traffic and passenger flows. The Department intends to 
work closely with local authorities who wish to develop light rail schemes, particularly as 
part of innovative local plans to tackle congestion. 

Light rail is a relatively expensive solution, so the additional costs must be justified. 
Proposals for developing light rail schemes must therefore be compared with other public 
transport solutions. A light rail scheme has to show that it represents value for money, 
taking account of the wider benefits, and that it is affordable in terms of both central and 
local contributions. It must demonstrate that it will help local authorities deliver wider 
transport goals such as tackling congestion and minimising pollution. 

The Department therefore expects scheme promoters to demonstrate that they are 
maximising the benefits they deliver for any light rail funding, by developing their 
proposals as part of an integrated package and demonstrating that it is the best solution, 
compared to other modes in their local circumstance.  

The White Paper, 'The Future of Transport' (Cm 6234), and Guidance for Second Local 
Transport Plans (LTPs), both published last year, provide examples of transport measures 
which can complement light rail schemes. What this means for the design of individual 
schemes will obviously vary from place to place. The Department announced on 5 July the 
details of the Transport Innovation Fund which will support good value local schemes 
combining demand management with better public transport. 

The Department is also working with UKTram and the Passenger Transport Executive 
Group (PTEG) light rail group to develop ways of making light rail more affordable, and to 
maximise the benefits of light rail. The Department has issued draft guidance on a new 
approval process for major schemes, including light rail, and will be issuing specific 
guidance on developing light rail schemes later this year. All of this will help ensure better 
future light rail schemes. 

Responses to specific recommendations 

1. The Department must build up its own expertise on light rail, and share that 
expertise with promoters. 
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1.1 The Department recognises the need to help local authorities learn the lessons from 
what has worked and what has not. It wants to ensure that best practice for 
developing successful light rail schemes is shared effectively with promoters.  

1.2 To achieve this the Department has embarked on a programme of work streams 
with PTEG's light rail group. A seminar has been held with promoters on realising 
the benefits for passengers and improving financial viability of schemes. A 
workshop on evaluating light rail schemes has also been held with a view to a wider 
seminar for promoters. Further seminars on procurement strategies and the 
Transport and Works Act process are planned; and subsequent sessions may 
include: reducing costs of implementing light rail; including standardisation; 
developing other sources of funding; innovation; track-sharing issues; appraisal 
and safety aspects.  In each case the Department will be discussing how to 
effectively disseminate the outputs of this work. 

1.3 The Department recognises the need for more relevant guidance to developing 
light rail. It intends to publish guidance later this year and expects the outputs from 
the PTEG work to contribute to this. 

1.4 The Department is also taking a more active role than it has in the past by working 
directly with promoters from an early stage to provide guidance on what is likely to 
be worth pursuing and issues to be addressed. For example, the Department has 
worked closely with the promoters of Leeds on developing revised proposals, 
consideration of alternatives, and procurement approach. The Department is in 
discussion with the promoters of Manchester Metrolink about their strategy for 
extensions to the existing system as part of an integrated transport package for the 
area. 

2. The Department must engage wholeheartedly with bodies such as UKTram which 
are trying to drive down costs by increasing standardisation and sharing experience. 

2.1 The Department has welcomed the creation of UKTram. UKTram was formed in 
2004 to represent designers, operators, promoters and suppliers of tramway 
systems in the UK. It brings together representatives from: Confederation of 
Passenger Transport UK, Transport for London, the Passenger Transport 
Executive Group light rail group and the Light Rapid Transit Forum (private sector 
industry body including contractors, suppliers and advisers). The Department is 
working closely with the group as their work programme develops. 

2.2 UKTram working groups have been set up to take forward four main streams of 
work: 

• Development of technical, operational and safety management standards and best 
practice guidelines;  

• Peer review process to provide a challenge to the robustness and optimisation of 
new proposals, providing an early link to industry best practice and standards;  
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• Legislative issues – to review, assess and respond to safety and other relevant 
legislation with a specific tram impact; and 

• Procurement & funding – developing a suite of procurement and funding options 
to deliver best value in tramway development. 

2.3 Once a clear set of standard specifications for light rail systems is established the 
Department will require, as a condition of grant for a future scheme, that these 
specifications are met. 

3. The Department must give clear guidance about the circumstances in which it is 
prepared to consider light rail schemes. In considering schemes, it should look at the 
extent to which highway and planning authorities are co-operating effectively, the way 
in which light rail is integrated with other transport modes, and the extent to which 
public transport will provide a comprehensive network. 

3.1 As mentioned above, the Department intends to publish guidance later this year 
which will give clear messages about the circumstances in which the Department is 
prepared to consider light rail schemes. 

3.2 The Department recognises that light rail schemes need to be developed as part of 
an integrated approach, including integration of buses, through ticketing, 
appropriate park and ride facilities, and measures to manage traffic. The 
Department has said that it is not minded to approve light rail schemes in the 
future unless they demonstrate such an integrated approach. It is working closely 
with promoters to ensure that this approach is reflected in scheme development. 

3.3. The 'Future of Transport’ White Paper encouraged local authorities to consider 
strategies to tackle congestion in towns and cities by improving public transport 
together with demand management methods to reduce car use, such as road 
pricing that targets congestion. These measures could be used to help make light 
rail more successful.  

3.4. The White Paper set out the Department’s intention to establish a Transport 
Innovation Fund to help its delivery partners to develop and deploy smarter 
innovative local and regional transport strategies. As the Department announced 
on 5 July, the Fund will: 

• Support the costs of smarter, innovative local transport packages that combine 
demand management measures such as road pricing with, modal shift, and better 
bus services; 

• Support innovative mechanisms which raise new funds; 

• Support the funding of regional, inter-regional and local schemes that are 
beneficial to national productivity. 

Money from the fund will become available from 2008/09 and is forecast to grow from 
£290 million in 2008/09 to about £2.5 billion by 2014/15. 
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4. The Department must accept that the time it takes to consider schemes, and the fact 
that even once approval in principle is given funding remains uncertain, itself adds 
considerably to project costs. It must adhere to its new four month limit for 
considering schemes. It must be stable in its funding decisions, although it would be 
perfectly reasonable for the Department to refuse to fund increases in costs beyond 
those initially approved. 

4.1 Recent experience has taught that the Department should only give final scheme 
approval once the costs, risk, and benefits of a scheme proposal have been 
thoroughly researched and costed. The Department must also be satisfied that the 
procurement approach proposed is appropriate and offers the best value for 
money. 

4.2 The Department issued new draft guidance on the approval process for major 
schemes on 1 April 2005.  Under the proposed approval process schemes will 
usually pass through a three-stage decision process, rather than two. This includes : 

• Programme entry which signifies that the Department would expect to fund the 
scheme subject to it being affordable; meeting value for money criteria; being a 
high priority for the region and deliverable by the promoters within time and 
budget. 

• Conditional approval would be granted following the granting of statutory powers 
but before the procurement exercise has begun. This represents a commitment to 
funding provided the estimated costs and risks remain unchanged and the scheme 
is ready to commence within a specified period. 

• Full approval will be granted only when procurement has taken place and prices 
and risk allocation are known. The promoter will have a preferred bidder and a 
revised benefit :cost ratio for the scheme with final costs. 

4.3 The Department will also ensure that major schemes, including light rail, will be 
subject to the Office of Government Commerce Gateway process. The OGC 
Gateway provides reviews of projects at critical stages to ensure they are in a fit 
state to move forward. This process will also provide reassurance to the 
Department that a scheme is under good project management. 

4.4 The Department recognises the importance of considering business cases as 
quickly as possible. It has set up a major projects and economics division, with 
increased resources for dealing with light rail projects. The Department is already 
playing a more strategic role across projects, discussing with promoters at an early 
stage the best procurement approach for new schemes, and ensuring that the risks 
are properly reflected in the economic and value for money appraisal. These are 
expensive schemes and the Department has to ensure the assessment is robust 
before approval is given. Promoters and their consultants also have their part to 
play in providing the information to ensure the process go smoothly and 
expeditiously.  

5. The Department must urgently reconsider the contribution utilities make to the 
diversion of their services. Their contribution should be high enough to deter them 
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from demanding unnecessary works. In particular, promoters should not be expected 
to bear the bulk of the cost of locating infrastructure belonging to utility companies. 

5.1 Along the route of a proposed tram, utility companies are keen to have all the 
utilities diverted to avoid damage and facilitate easy access. Utility companies have 
preferred to carry out the works themselves, at cost to the promoter. However 
promoters are now taking a more risk-based approach and questioning whether all 
the utilities need to be moved in the first place. They are also considering carrying 
out the diversions through the concessionaire or through separate contracts. The 
Department is working closely with individual scheme promoters and PTEG on 
this issue.  

6. The Department must give local authorities more powers over their bus services. The 
reduction of the time required before quality bus contracts can be introduced, and the 
transfer of Bus Service Operators’ Grant to local authorities using quality contracts, are 
welcome signs, but we consider more may be needed. 

6.1 'The Future of Transport' recognised that light rail schemes could be enhanced by 
better integration with other forms of transport, including through the use of bus 
Quality Contracts. Where a local transport authority has adopted a policy of 
integrating buses with other public transport modes, and concludes that it cannot 
satisfactorily implement that policy without quality contracts, then it is open to the 
authority, after local consultation, to submit a scheme to the Secretary of State, or 
Assembly, for approval. All these cases will be considered on their merits.  

6.2 However, competition between bus and light rail is not always bad. The fact that 
competing bus services have been patronised in Tyne & Wear and in Sheffield, is 
proof that they serve a particular market better than the light rail services, for 
example by stopping more frequently they may provide closer access to homes and 
destinations. And, as illustrated by submissions from Nottingham, customers may 
prefer direct bus services to the city centre rather than feeder services requiring 
change to a tram. 
 

6.3 The Department considers that, with the changes referred to by the Committee, 
local authorities have sufficient powers over their bus services to allow integration 
with light rail systems. 


