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Sixth Special Report 

The Committee published its Eighth Report of Session 2007–08 on 19 July 2008. The 
response from the Department for Transport was received in the form of a memorandum 
dated 17 September 2008, and is published as an Appendix to this report. 

 

Appendix 

Introduction 

The Government welcomes the Committee’s report on the freight and logistics sector. The 
report makes a timely contribution to the Department’s policy development in this area in 
pursuit of the five high level goals set out in Towards a Sustainable Transport System 
(TaSTS) which the Department published in October 2007 in response to the Eddington 
and Stern reports. The goals are: 

• Climate change: reducing transport’s emissions of CO2 and other greenhouse 
gases, with the desired outcome of avoiding dangerous climate change. 

• Competitiveness and productivity: maximising the overall competitiveness and 
productivity of the national economy so as to achieve a sustained high level of GDP 
growth. 

• Equality of opportunity: promoting greater equality of transport opportunity for 
all citizens, with the desired outcome of achieving a fairer society. 

• Health, safety and security: contributing to better health and longer life-
expectancy through reducing the risk of death, injury or illness arising from 
transport, and promoting travel modes that are beneficial to health. 

• Quality of life: improving quality of life for transport users and non-transport 
users, including through a healthy natural environment, with the desired outcome 
of improved well-being for all. 

The Department published an update to stakeholders on the Department’s work on TaSTS 
on 1 July.  

In the following paragraphs we set out the Committee’s recommendations and the 
Government’s response to them. 

The Government’s approach to freight transport 

1. The transport of freight has wide-ranging effects on individual businesses, the 
national economy, the transport network, and the environment. We are not persuaded 
that the Department for Transport’s “hands-off” approach is the right one. There are 
significant economic and transport benefits that could be gained from a more active 
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Government freight strategy. The Government must not shirk this responsibility. 
(Paragraph 11) 

Response – The Department would not describe its approach as “hands off”. Whilst we 
consider that the commercial sector is clearly best placed to take day to day operational 
decisions and to deliver services (and their dedicated infrastructure) the Government has 
an important role to facilitate the activity of the sector and to work with industry to seek to 
mitigate its adverse impacts. We agree with the Committee that freight activity has wide-
ranging effects on businesses, the national economy, transport networks and the 
environment. These issues were highlighted by the Eddington and Stern Reports and are 
central to the development of national transport policy as set out in TaSTS.  

The Department’s role in relation to freight has evolved significantly over the past year. 
The actions we have taken to strengthen our relationship with the sector include:  

• giving the Department’s Freight and Logistics Division a clear mandate to take a 
cross-cutting view of the needs and impacts of freight;  

• establishing a clear responsibility for freight at Board level;  

• holding major “listening to industry” events – the first of which last February was 
opened by the Secretary of State;  

• establishing an informal “sounding board” of around 20 businesses and trade 
associations in the sector; and  

• publishing 6 studies of “end to end journeys” in the freight sector, which were the 
result of working with around 30 businesses to understand their use of networks 
and key issues in greater detail.  

These developments have helped in identifying the key strategic issues for the sector and 
have allowed us to ensure that freight’s needs and potential contributions were fully 
reflected in the July update on the Department’s work on TaSTS. 

2. We have previously recommended that the Department should produce a national 
freight plan, which would be valuable in setting out the Government’s vision for the 
future of the freight transport sector. Important choices involving trade-offs between 
interested parties need to be made by the Government; its approach to such choices, as 
well as a description of the kind of freight transport industry that the Government 
would like to see in the future, should be brought together in a strategy document 
which should reflect regional and national needs. We recommend that the Government 
set out its aspirations for freight transport, including its potential contribution to 
reductions in congestion and transport emissions, likely requirements for and location 
of freight infrastructure and jobs, and the kinds of technology of which the freight 
sector might make use in the future. This information would also increase the 
confidence of those considering investing in freight infrastructure. (Paragraph 12).  

Response – The issues raised by this recommendation are at the heart of our post 
Eddington approach to transport policy. In developing transport policy freight is not 
considered in isolation; it is part of the overall transport landscape and has to be considered 
alongside other elements and priorities. However, we acknowledge that there are issues of 
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specific relevance to the movement of freight and that to better understand these a closer 
partnership with the sector is required.  

Following the publication of TaSTS last October the Department has been looking in detail 
at the issues and challenges concerning the movement of freight. As explained above, this 
has involved close working with a wide range of stakeholder interests. Our intention is to 
publish a document setting out our understanding of the key issues for the sector and our 
approach to the TaSTS challenges.  

Decisions expected over the next 2–3 years will set the future direction for freight for the 
period to 2020 and beyond. In line with the recommendations of the Eddington report, 
and as set out in TaSTS, the Department will be considering the full range of policy options 
across all modes, to address the challenges that we have identified. But the Department 
alone cannot address the TaSTS challenges from the logistics perspective. We will need the 
freight industry to play its part to the full. We therefore intend to continue to work closely 
with stakeholders to ensure that the packages of measures we develop are realistic and to 
understand the industry’s likely reactions to our approach.  

The Government’s contribution to investment in infrastructure  

3. Given the growing imperative for sustainable distribution, we recommend that the 
Department does not reduce its funding to support it, especially given the relatively 
small amount in question and the Fund’s apparent success. In fact, we believe that there 
are good arguments in favour of increasing the scale of public money available for 
freight transport infrastructure given the importance of the sector to the national 
economy. (Paragraph 21) 

Response – The Department is pleased with the take up and success of the Sustainable 
Distribution Fund and happy to confirm that the fund will not be reduced. Indeed, on 11 
September the Government announced a £67m boost to the fund. A significant proportion 
of the increase – £61m – is a long-term commitment for funding up to 2014.  

The money will be targeted at increasing the use of rail and water transport where current 
schemes support the removal of over one million lorry journeys each year. It will also be 
used to help hauliers and freight operators cut costs and be more fuel efficient, reduce 
emissions and cut road congestion. 

4. Rail and water freight must be able to compete on an equal footing. Through 
discussions with the European Commission on its interpretation of the State Aid rules, 
the Government should seek to resolve the current inconsistencies in access to the 
Sustainable Development Fund between rail and water freight operators. If objective of 
the Fund is to reduce the number of lorry miles then each of the non-road modes 
should be treated on the same basis. (Paragraph 23)  

Response – We agree with the Committee and can confirm that this is the message we 
have also heard from industry. The Department, in partnership with the Devolved 
Administrations, has evaluated the options open to us and will be seeking new State Aid 
approvals that will resolve many of these concerns. Specifically, we will be seeking to 
combine the rail and inland waterway mode shift operating support (the current Rail 
Environmental benefit Procurement Scheme and the inland element of the Waterborne 
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Freight Grant) into a single scheme. We will also seek to make changes to the Waterborne 
Freight Grant for coastal mode-shift with a view to improving the effectiveness and 
flexibility of the scheme. The revisions, subject to state aid clearance in 2009, will apply 
from April 2010 to March 2015. 

5. We commend the Government for committing to investments in freight-orientated 
infrastructure enhancements through the Transport Innovation Fund and urge it to 
continue to do so. It should seriously consider the scale of potential benefits that could 
accrue as a result of further investment in inland connections to ports. As well as 
looking to relieve the delays that result from bottlenecks, the Government must be 
mindful of the ability of UK ports to compete with their European neighbours, many of 
which are afforded a significant advantage through the state provision of inland 
connections. (Paragraph 33)  

Response – The Government recognises the benefits accruing from inland connections to 
ports, and the high returns on investment that these can deliver. The Eddington Study 
highlighted the importance to the economy of UK’s international gateways and their 
inland connections (alongside our national networks and key urban areas). The new 
strategic planning process, TaSTS, will be used to inform future policy and funding 
choices. As covered below in response to recommendation 6, the proposed guidelines on 
private sector and government co-funding of inland connections are linked explicitly to the 
Department’s overall funding process, allowing constrained government funding to be best 
directed.  

Competition with European neighbours is often cited by the port developers. We operate a 
generally more ‘market led’ ports policy than some of our neighbours. There are benefits 
and disbenefits to the port operators from this approach, but it is our belief that the 
benefits outweigh the disbenefits, and hence we have a successfully functioning ports 
industry; ports experience the benefits of a more deregulated industry.  

6. The Government claims to recognise a growing need to improve inland connections 
to ports so we are disappointed that the related “substantive statement” has not yet 
materialised. We urge the Government to make a public statement on this as soon as 
possible. The criteria whereby decisions on funding will be made and the likely balance 
between public and private contributions should be explicit in order to give potential 
investors as much certainty as possible. (Paragraph 34)  

Response – On 5 August 2008, the Department published a consultation document on 
proposed funding arrangements for transport infrastructure for strategically significant 
developments such as ports and airports. This can be found at: 

http://www.dft.gov.uk/consultations/open/fundingtransportinfrastructure/  

This consultation sets out the proposed principles for government co-funding of such 
transport infrastructure, and the process by which an arrangement will be reached. This 
process ties in with the Department’s strategic planning and funding process to ensure that 
constrained government funds are best directed.  
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Capturing the costs of freight transport and facilitating modal shift  

7. The Government should publish a strategy setting out its approach in relation to 
capturing the external costs of transport. It should also look to reduce transport’s 
environmental cost by investing more in environmentally beneficial technologies 
across all modes. (Paragraph 40)  

Response – As the Committee has noted, Towards a Sustainable Transport System 
recorded the Department’s support for Eddington’s conclusions on the importance of 
capturing external costs. The TaSTS process will generate and examine policy options 
against the five TaSTS goals (climate change, competitiveness and productivity, equality of 
opportunity, health, safety and security and quality of life and the natural environment) 
alongside our work to update our appraisal toolkit, the New Approach to Appraisal 
(NATA). 

A consultation on NATA was launched with TaSTS last year setting out how the 
Department will take forward Eddington’s recommendation that investment appraisal 
should ‘include full environmental and social costs and benefits’. The Department’s 
response to the consultation identifies a number of specific ways in which we will seek to 
improve our methods for appraising the external costs and benefits of transport. The 
response was published alongside the update to TaSTS on 1 July 2008. 

Funding is being provided for a new “Innovation Platform” supporting UK research and 
development into the technologies which will deliver the lower carbon vehicles of the 
future. This initiative combines funds from the Department for Transport, the Technology 
Strategy Board and the Engineering and Physical Sciences Research Council. The first 
£20m call for proposals under this new initiative was launched in September 2007 and a 
further £70m programme was announced this year. 

8. The Government should also identify how it will address current anomalies in the 
costs incurred by UK and Continental hauliers. (Paragraph 41)  

Response – The Department notes the Committee’s observations on fair competition 
between UK and other European hauliers. However, much of the comparison is made 
when considering fuel duty rates in isolation, which is misleading. The Haulage Industry 
Task Group (containing industry and Government representatives), which reported in 
December 2006, looked at the overall operating costs faced by UK and EU hauliers, and 
found that within cost differentials, the fuel tax differential is in many cases offset by lower 
labour taxes and other employer costs in the UK. For example, overall operating costs are 
similar to those in Italy, Germany, Belgium and The Netherlands, although it is recognised 
that it is generally cheaper to operate as a haulier in Eastern European countries.  

9. We welcome the publication of the long-awaited report in relation to the 
introduction of longer, heavier vehicles and are pleased that the Government has 
chosen not to pursue their introduction. Options to bring about enhanced efficiency in 
the road haulage industry should continue to be explored. (Paragraph 48)  

Response – We will continue to work with industry to improve efficiency through schemes 
such as Freight Best Practice which is sponsored by the Department. This provides free 
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advice to the industry on technology, equipment and methods to reduce fuel consumption 
and CO2 and improve their overall efficiency.  

10. We support the Government’s efforts to secure the inclusion of aviation in the EU 
Emissions Trading Scheme, although we are concerned that progress towards finalising 
a detailed proposal appears to be slow. As well as continuing in its attempts with 
Member States to achieve a conclusion to this progress, we call on the Government to 
publish a clear timetable showing when it is anticipated. The Government must have 
regard for the need for UK airports to remain competitive with European air freight 
hubs, such as Brussels and Paris. (Paragraph 52)  

Response – At its plenary session on 8 July 2008, the European Parliament voted in favour 
of a compromise package which had been agreed between the European Commission, the 
Council of Ministers and the Parliament’s Committee on the Environment, to include 
aviation in the EU Emissions Trading Scheme (ETS) from 2012.  

The Government is pleased with the agreement which meets all of our key priorities on 
geographic scope, start date, increased levels of auctioning compared to the original 
proposal, an effective emissions cap and no hypothecation of auctioning revenue. 

Agreement at second reading demonstrates that the EU is serious about its climate change 
commitments and is willing to take a leadership role in tackling aviation’s climate change 
impacts. The Government is hopeful that this agreement will set a positive precedent for 
securing an agreement at first reading on the Climate and Energy Package (including 
changes to EU ETS) which will show the world that the EU is preparing the ground 
effectively for a post-Kyoto agreement. 

The Government is now proceeding with the implementation of the revised EU ETS 
Directive in the UK and will be consulting stakeholders on its plans for implementation in 
due course.  

The Government has always maintained the position that there is a role for domestic 
taxation alongside the EU ETS, to ensure that the industry pays its environmental costs and 
its fair share of contributing towards the Government’s spending priorities including 
public transport and the environment. As with all fiscal measures, the Government will 
continue to review aviation taxes, and in doing so will seek to avoid the potential distortion 
between air freight operations in the UK and those is other EU member states. 

11. We are pleased that the Government is working with the rail freight industry to 
develop a blueprint for its Strategic Freight Network, but concerned that the money 
identified so far will not be enough to achieve the kind of improvements that will be 
required. We shall be interested to examine the finalised list of proposed improvements 
to be paid for with the £200 million that has so far been committed. We urge the 
Government to ensure that the Strategic Freight Network provides the impetus and a 
strategic justification for decisions to be taken in the long term interest of the railway 
network, such as safeguarding potentially valuable disused routes (Paragraph 62)  

Response – The £200m allocated for development of the Strategic Freight Network (SFN) 
is not the sole source of funding for rail freight schemes: in July and October 2007 we 
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announced funding of just over £150m towards five Productivity Transport Innovation 
Fund (TIF) schemes including:  

• gauge and capacity enhancements on the Peterborough – Nuneaton route, linking 
Felixstowe with the West Coast Main Line ;  

• gauge enhancement on Southampton – Nuneaton corridor, linking Southampton 
with the West Coast Main Line; 

• capacity enhancements on the link between the Humber Ports and the East Coast 
Main Line; 

• access improvements and gauge enhancements between Liverpool Docks and the 
West Coast Main Line ;  

• gauge clearance and freight capacity work on the cross-London Gospel Oak to 
Barking line. 

Work on these schemes has already started. Other freight schemes are being funded by the 
Network Rail Discretionary Fund (NRDF) and private sector contributors. The first such 
scheme – enhancements to increase freight capacity on the “Brigg” line near the port of 
Immingham – has already been completed.  

The SFN was set up with the aim of providing a framework for targeting investment and 
network management better, to meet freight requirements and optimise network 
utilisation. We consider that the initial list of schemes that Network Rail has developed 
with the industry and in liaison with the Department, which it published in the April 2008 
update to the Strategic Business Plan, meets these objectives. 

A summary of the schemes is appended.  

12. While Network Rail might aspire to improve the service it offers to its freight 
customers, it does not appear to have much of an idea of how to go about doing so. We 
recommend that Network Rail, following its discussions with freight operators, publish 
a strategy for improving performance for freight. This should be given the same 
urgency as proposals relating to passengers. (Paragraph 66)  

Response – Network Rail’s Strategic Business Plan update of April 2008 outlines its plan to 
reduce total freight delay minutes per 100 kilometres by 25 per cent over Control Period 4, 
stating that Network Rail and the Rail Freight Operators’ Association (RFOA), which 
represents all but one of the freight operators, have agreed to introduce a Freight 
Performance Measure (FPM) as soon as practically possible.  

13. The Department itself, and not just the ORR, must make an effort to hold Network 
Rail to account for poor performance and use its influence and expertise in an attempt 
to improve the situation. We hope that Track Access Charges in Control Period 4 are 
towards the lower end of the Office of Rail Regulation’s anticipated range of £41 to £99 
million. Prohibitive Track Access Charges could seriously hamper the move to shift 
freight off the roads and onto rail. (Paragraph 67)  
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Response – In our 2005 statement concerning the Government’s objectives for rail freight 
we recognised that rail freight’s ability to compete against road and other modes is 
dependent upon stable and affordable charging for access to the network. For this reason 
we welcome the June 2008 Office of Rail Regulation’s (ORR) draft determination of 
Network Rail’s outputs and access charges for 2009–14. This proposes that variable track 
access charges for rail freight will reduce from approximately £93m to approximately £58m 
(2009–10) – £62m (based on 2013–14) and that total charges will fall almost 35%, from 
£113m ( rebased to 2009–10 forecast levels) to £73.7m. 

Network Rail is regulated by the independent ORR, which monitors Network Rail’s licence 
to operate the rail network and sets its efficiency targets. It is through the independent 
regulator that the legitimate interests of both Government and Train Operators are 
protected. 

Government has an obvious interest in Network Rail’s work; we are, in effect, their largest 
customer and we have a natural interest in ensuring that the outputs we purchase under 
the five year High Level Output Specification and the Statement of Funds Available are 
delivered in good time and at a price that represents value for money for the taxpayer. 
However, this does not translate into power to influence Network Rail’s corporate 
decision-making since Network Rail is a private sector, not-for-dividend Company 
Limited by Guarantee (CLG). It is not controlled by Government.  

Except in a very limited range of circumstances related to security or major emergencies, 
Ministers have no powers to intervene in its operations or to issue directions. The absence 
of direct controls by Government over Network Rail’s activities is a key criterion for the 
Office of National Statistics’ classification of Network Rail as a private sector company.  

Although Ministers have no direct powers of intervention, they meet senior Network Rail 
management on a regular basis. As part of the binding arrangement set out in the July 2004 
Rail White Paper, a Department for Transport-Network Rail Reporting Requirement was 
drawn up in conjunction with the ORR and published in November 2005. This sets out the 
arrangements for effective communication between Network Rail and the Secretary of 
State. 

The Reporting Requirement aims to ensure that the Department is kept properly informed 
of Network Rail’s progress in delivering the Government’s agreed high level outputs. It falls 
to Network Rail to deliver within this strategic framework; and for the ORR to continue to 
have sole responsibility for enforcement in the event of non-compliance.  

14. We are pleased that the Government intends to include a coastal shipping target in 
the forthcoming National Planning Policy Statement on ports. But we believe that it 
could do more to encourage waterborne freight transport, particularly by offering 
strategic direction similar to that which is developing for rail freight. We are wholly 
unconvinced by British Waterways’ argument that it simply does not matter which 
Department has responsibility for the inland waterway network; if the inland 
waterways are to be taken seriously as part of the strategic transport network, then the 
DfT should have responsibility for them. (Paragraph 75)  

Response – It was not the Department’s intention to suggest to the Committee that it 
intend to include a target for coastal shipping in the forthcoming National Policy 
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Statement on ports. We do, however, plan to include a reference to the opportunities 
afforded by coastal shipping when considering options for dealing with the transport 
challenges we face. 

As for inland waterways, the Government does not believe that British Waterways should 
become the responsibility of the Department for Transport, since the freight carrying 
capacity of inland waterways is severely constrained by loading gauge limitations. Inland 
waterways are used for a large number of purposes, and the freight element is relatively 
minor. The Department recently published a report and series of maps highlighting those 
parts of the inland waterway network with the (limited) potential for carrying significant 
volumes of freight.  

Current links between Departments with cross-cutting policy responsibilities relating to 
inland waterways are strong. We are active participants on the DEFRA led Inter-
Departmental Working Group for inland waterways, a key co-ordinating forum.  

15. The Government should adopt more urgency in its discussions with the 
Commission on coastal shipping so that it will be able to offer funding to the short sea 
operators where there is an environmental benefit as a result of reductions in lorry 
miles. (Paragraph 76)  

Response – We are actively engaged with the European Commission in respect of changes 
to our current Mode-Shift funding scheme to ensure that the schemes can become more 
effective. (Please see also the response to recommendation 4). 

Balancing the needs of the freight industry and wishes of the wider public  

16. We are pleased that Network Rail are talking to the industry about the respective 
priorities of passengers and freight, and that a reasonable working relationship appears 
to exist. Network Rail must progress its thinking in relation to providing reliable 
capacity for freight, even in the event of network disruption. Network Rail must 
recognise the importance of freight instead of treating it as the poor relation of 
passenger services. Operators should he able to see a clear link between the Track 
Access Charges that they pay and the service that they receive. (Paragraph 82)  

Response – The Government recognises that a high level of reliability is crucial to freight 
customers, and many increasingly want a seven-day-a-week service, requiring freight 
operators to have seven-day access to the network. We look to Network Rail and the users 
of the railways to work together to develop proposals that benefit all users and build upon 
the capacity and capability enhancements that will be delivered through Strategic Freight 
Network and Productivity TIF funding. 

17. Freight must not be undervalued. The need for high profile and much needed 
improvements for passengers must not sideline the importance of schemes designed to 
improve the efficiency of freight transport. Upgrades that will benefit freight must not 
disappear from consideration. Studies into the possibility of high speed and upgraded 
rail must include an assessment of the benefits of freeing up existing capacity for 
freight. Similarly, the potential for increased capacity for passenger services should be 
given due consideration in relation to proposals for a dedicated freight line. (Paragraph 
83)  
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Response – The funding described in the response to recommendation 11 represents the 
most significant funding for rail freight for many years. In addition, in developing the 
Government’s High Level Output Specification (HLOS) the needs of freight have been 
considered and many of the enhancements (including, for example, the re-modelling of 
Reading station) will benefit both passenger and freight users. 

The assessment of the benefits of freeing up capacity elsewhere in the network through the 
construction of a new line or route upgrade would be an integral part of any business case. 

18. While out of hours deliveries must not be allowed to cause unacceptable 
disturbance to residents, best practice and an increasing imperative to reduce peak 
congestion in urban areas mean that relaxations of blanket delivery bans should now be 
seriously considered, where appropriate. The Government has been praised for its 
Freight Best Practice scheme, which is encouraging among other things the 
development of quieter equipment, and Freight Quality Partnerships are increasingly 
facilitating productive communication between freight operators, businesses and local 
residents. But we are concerned that instances where local agreements have been 
successfully negotiated are still relatively rare and progress towards wider adoption of 
noise restrictions, rather than delivery bans, appears to be slow. (Paragraph 90)  

Response – The relaxation of delivery bans, combined with quieter working practices, has 
some potential for reducing peak hour congestion. The Department will continue to work 
with industry and other stakeholders, including through the Freight Best Practice 
programme and Freight Quality Partnership schemes to promote a greater uptake of more 
flexible delivery times and the speedier introduction of quieter road handling equipment 
and working practices. 

19. It is clear that the UK’s geography will encourage growth in demand for ports 
capacity in the Greater South East area. But the Government must be careful not to 
intensify that tendency by distorting the market with its decisions relating to inland 
access and planning. It should realise that supporting port infrastructure in the regions 
assists regional regeneration as well as the national interest. We are not convinced, for 
instance, that in allocating a large proportion of the Productivity Transport Innovation 
Fund to schemes in the South the Government has taken the full range of costs and 
benefits—including regeneration, employment and potential environmental gains 
from modal shift—into account. It is worrying that the Department does not seem 
willing to consider the implications of its decisions for regeneration. (Paragraph 98)  

Response – The Productivity TIF is all about supporting schemes of benefit to national 
economic performance. It is not the location of schemes that is important, but where their 
benefits are felt. For example, the Southampton-WCML scheme is a priority not only for 
the south-east, but also for many other regions including the West Midlands and North 
West, because it has the potential to improve the efficiency with which goods reach those 
markets. Similarly, improvements to traffic management around Birmingham are of 
benefit to every region of the country, given the location of the Birmingham Box at the 
heart of the UK motorway network. The TIF schemes supported were those which 
included measures to improve the capacity and resilience of the strategic national freight 
networks, hence supporting international trade and competitiveness and measures to make 
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the most of capacity at key pressure points on the strategic networks, thus improving 
mobility for business and freight users. 

Towards a Sustainable Transport System emphasised the need to be clear about the goals 
and the outcomes we want to achieve and identified a goal relating to equality of 
opportunity, a significant element of which relates to regional balance. Using the TaSTS 
goals the Department will generate a clearly defined set of challenges from which options 
for transport solutions to address problems will be drawn. We will be using these 
challenges to inform our option generation and intend to capture the regional balance 
issue in our metrics. We will need to consider a range of factors in taking decisions, 
including how options contribute towards the overall UK economy. The Government will 
consult in the autumn on the goals and challenges. 

20. The policy of making an ever-greater investment in infrastructure to cope with 
demand in the South East, although it might temporarily mitigate the congestion 
caused by an insatiable demand for new capacity, is not sustainable. In fact, it looks 
remarkably like the old “predict and provide” policy for road capacity. Without directly 
intervening in the market, the Government has the ability to effect changes to the 
relative viability of operators’ options. It has embraced the idea that, if the freight 
industry is left entirely to the market, a system resulting in the perfect, most efficient 
transportation of freight will emerge. However, that approach ignores other priorities, 
such as regeneration, employment, the wealth gap or the environment. The 
Government should not be a helpless bystander. (Paragraph 99)  

Response – The Department is not promoting investment in the South East at the expense 
of other regions. There is very substantial investment in every area of the country. The 
Government remains committed to reducing regional disparities through the Regional 
Economic Performance Public Service Agreement, which aims to improve the economic 
performance of all English regions and to reduce the gap in economic growth rates 
between regions.  

Through the Regional Funding Allocation (RFA) process, the Government gives regions 
an enhanced input into Government policy development and public spending decisions 
that affect them. Decisions on capital spending can therefore be more responsive to 
regional and local needs and circumstances.  

Equally, the Government recognizes the external costs (and benefits) of freight transport, 
and these are reflected in the NATA methodology, which is currently under review – see 
also the response to Recommendation 7).  

21. The Government must engage with European schemes to ensure that UK business 
is not disadvantaged. It must do all it can to help the UK freight industry take full 
advantage of such initiatives. (Paragraph 104)  

Response – The Department has already done much to promote such funding schemes to 
UK industry. For example, we have promoted Motorways of the Seas funding to the water 
freight industry, including the ports sector, through direct notification to the trade 
associations and at industry events. The Department offers direct advice and assessment in 
respect of bids for Marco Polo II funding, to complement that available from the European 
Commission dedicated team. In 2007, the Government joined with other EU Member 
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States in the North Sea Region to encourage bids under the Trans European Network 
Funding Motorways of the Seas funding programme. This group of Member States has 
developed clear guidelines for funding applications to assist industry with the process. We 
will continue to work with the industry to promote such schemes and work with them to 
consider how they can best take full advantage of them.  

22. The Government should recognise the problems that are created for UK ports by its 
failure to engage. Like the other European freight initiatives, the UK Government must 
do what it can to help UK ports attract European money in order that our industry can 
compete with the big Continental ports. Efforts should also continue to be made in 
attempting to reduce the subsidy of ports where it is against free-market regulations. 
(Paragraph 107)  

Response – It is important for UK port operators that their prices are not undercut by 
unfair competition, whether at home or abroad. The Government is prepared to facilitate 
applications for European funding, for example towards connecting inland infrastructure 
to ports, where it is compatible with fair competition both externally and internally.  

However, in the great majority of cases it would be a misuse of taxpayers’ money to 
subsidise investment on the port estate, which is otherwise commercially viable either at 
the port in question or at another UK port. The Interim Report on the ports policy review 
(July 2007) reinforced the Government’s strong presumption against such subsidies, 
whether funded domestically or supra-nationally.  

We shall continue to argue for the application of a similar approach in Europe, and for the 
promulgation of robust guidance on State Aids.  

23. We urge the Minister to highlight the importance of UK air freight operators’ 
competitiveness with Continental operators. (Paragraph 111)  

Response – In his Pre-Budget Report 2007, the Chancellor of the Exchequer announced 
his intention to replace Air Passenger Duty with a tax payable per plane rather than per 
passenger from 1 November 2009. The new tax will send an improved signal on 
environmental costs and also ensure that the aviation sector pays its fair share in 
contributing towards the Government’s spending priorities including public transport and 
the environment. 

As the aim of the new per plane tax is to better reflect the environmental impact of flying, 
and as all aircraft produce emissions, the starting point for the duty is that all aircraft, 
including freight, should be included. However, the Government recognises that UK air 
freight plays an important role in the economy, both for the industries directly involved 
with air freight and for those which make use of air freight.  

HM Treasury consulted on the proposed new tax from 31 January 2008 to 24 April 2008. 
The consultation considered the basis of the duty, ways to make aviation taxation better 
correlated to the distance travelled, exemptions, impacts on freight and transit/transfer 
passengers, general aviation and administrative details. HM Treasury received over 160 
responses to the consultation. Officials are now analysing and considering these responses 
and engaging in detailed policy design. They are also modelling overall impacts on the 
aviation industry as a whole, as well as the air freight sector in particular. Concerns over the 
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potential for the new tax to cause a market distortion in the European air freight market 
were raised during the consultation process. The Government will be taking these concerns 
on board and will seek to avoid any unintended consequences from introducing aviation 
duty.  

24. It is patently unfair that UK hauliers continue to subsidise their Continental 
competitors through high levels of taxation on fuel, eight years after the Government 
announced proposals to address this problem. The rising cost of oil and the threat of 
the liberalisation of European cabotage legislation mean that the problem is set to get 
significantly worse. We are astonished that work on a vignette scheme has been 
abandoned with no recognition of the need for an alternative. We note that potential 
problems connected with European directives or state aid rules seem to have been 
overcome by other Member States including Germany, Austria, the Czech Republic, 
Hungary and Slovakia, all of which have implemented or are implementing lorry road 
user charging schemes. The Government should discuss a way forward with the 
industry. (Paragraph 116)  

Response – The Government understands and appreciates the impact on the haulage 
sector, and on other businesses reliant on transport, of unpredictable increases in world oil 
prices. However, fuel prices are not the only variable affecting competitiveness. Across 
Europe there is a range of tax and regulatory regimes, for example different company tax 
regimes and employment obligations. It is also worth noting that UK hauliers on 
international journeys are able to access fuel at the same price as their competitors on those 
journeys. Furthermore, at the June Transport Council the UK secured an outcome on 
cabotage that was well received by the road haulage industry, that will ensure that foreign 
hauliers can only carry out UK domestic work on a temporary basis. 

Budget 2008 announced that the Government will not be progressing a vignette at this 
stage, due to the limited safety, congestion and environmental benefits. The EU cap on 
time-based vignettes means that the revenue received from overseas hauliers undertaking 
cabotage operations would be limited – less than £9, on average, could be raised per foreign 
HGV per day. The Government keeps the situation under review and is open to 
discussions on effective policy measures, based on sound evidence. For these reasons the 
Budget committed to undertaking a re-fresh of the foreign vehicle data survey. 

25. Although the announcement of £24 million to assist VOSA with enforcement is 
welcome, it does not address this distortion of fair competition between European 
freight operators. (Paragraph 117)  

Response – The Department continues to see the most pressing priority as tackling those 
who gain a competitive advantage by flouting safety and operating rules, such as 
overloading and exceeding permitted safe driving hours. As the Committee has noted, the 
Department is doubling the money available to VOSA to enable them to increase their 
roadside enforcement checks. In addition, the Department will be implementing new 
provisions in the Road Safety Act 2006 which will enable police officers and VOSA to issue 
fixed penalties to offenders from outside the UK.  

26. We are pleased that the Government recognises the lack of successful enforcement 
against sometimes unsafe foreign registered vehicles as a problem. The Graduated 
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Fixed Penalty and Deposit Scheme and enhanced enforcement by officers from VOSA 
and the Police should eventually improve the situation. The delay to the introduction of 
the Scheme is, however, lamentable and we see no evidence that there will not be 
further set backs. The Government must be seen to be making progress and the 
Committee urges the Government to publish a detailed timetable of the necessary steps 
to implementation in 2009. (Paragraph 122)  

Response – We are currently consulting on the draft Statutory Instruments to bring into 
force the graduated fixed penalties, financial penalty deposit and immobilisation schemes. 
Implementation of the schemes is a key priority for us and after this final stage of 
consultation we hope that the schemes will take effect from April 2009. 

Conclusion 

27. The effects of freight transport are wide-ranging and ever-present; with rising levels 
of congestion and environmental concern, the imperative to reduce them, and the 
potential benefit of doing so, has never been greater. But, with the exception of its 
notably successful involvement in road haulage best practice, the Government believes 
the market will provide all the solutions. This is not acceptable. We believe that 
Government should be more proactive: it should provide strategic direction, it should 
develop an aspiration for the future of the freight sector, and it should use the tools it 
has available to bring that about. A renewed freight strategy is overdue. (Paragraph 
123)  

Response – See response to recommendation 29. 

28. The Government’s attitude to freight transport is characterised by an apparent 
recognition of the issues but an unwillingness or an inability to address them. Network 
Rail’s continuing poor service to rail freight operators and the long-standing 
difficulties faced by UK road hauliers in competing with Continental firms are two 
examples of this. (Paragraph 124)  

Response – See response to recommendation 29. 

29. It is now urgent for the Government to produce an environmentally aware and 
business friendly freight strategy that assists the national and regional economies. 
(Paragraph 125) 

Response – The Department’s focus is on the outcomes that arise from freight transport. It 
is concerned to ensure that freight is able to move as efficiently as possible, reducing costs 
to business and consumers, and also to see its impacts on others (for example in terms of 
safety, climate change and quality of life) maintained at an appropriate level. As explained 
in response to recommendation 2 above, our intention is to publish a document setting out 
our understanding of the key issues for the sector, and our approach to the TaSTS 
challenges, later this year. 

It is important to note, however, that the majority of the Department’s activities deal with 
both freight and non-freight issues at the same time. This is particularly true from an 
investment perspective. Because of the commonality of key routes between passengers and 
freight, freight has to be integrated into wider decision making processes; a motorway 
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network investment appraisal, for example, will take account of the benefits to freight and 
non-freight users.  

The key investment and other decisions for freight will therefore be reached over the next 
2–3 years in the context of our Department-wide response to the Eddington and Stern 
reports, as set out in TaSTS.  

Appendix  

List of Strategic Freight Network (SFN) schemes 

• Ipswich to Nuneaton capacity enhancement. £50m for capacity enhancements and 
signalling enhancements – some planned for early CP5 to tie in with Leicester re-
signalling. 

• Gauge clearance of Southampton diversionary route via Laverstock and Andover 
£55m 

• Channel Tunnel route to the south of London. £10m for signalling modifications 
to allow trains hauled by Channel Tunnel electric freight locomotives to use the 
route. 

• Train lengthening – £40m for selective schemes to be identified by a study. 

• In-fill gauge schemes – £40m for selective schemes to be identified by a study. 

• Development studies – £5m of the SFN fund is ring-fenced for studies to further 
develop the Strategic Freight Network vision. 

These schemes are specified in detail in Network Rail’s Strategic Business Plan update 
supporting document regarding the Strategic Freight Network published in April 2008. 
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