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1 Introduction 
1. As part of our regular scrutiny of the Department for Transport’s Annual Reports, we 
held evidence sessions on 24 October 2007 and 30 January 2008 on the 2007 Report.1 The 
Secretary of State for Transport, Ruth Kelly MP, and the Permanent Secretary, Mr Robert 
Devereux, gave oral evidence at both sessions. We are grateful to our witnesses, and to 
officials at the Department for Transport for responding to our supplementary questions.  

2. This report focuses on the efficiency and effectiveness of the Department, with particular 
emphasis on the performance of the Department in meeting its Public Service Agreement 
(PSA) targets set in the Spending Review 2004, which covers the period 2005–08.  

3. The work of the Department is high on the political agenda. Its decisions affect not only 
the transport system but also the wider economy and environment. The Department for 
Transport controls a very substantial budget, totalling £13.7 billion in 2006–07.2 The 
Secretary of State has said that, in keeping with the spirit of the Stern report, the 
Department should be seen equally as an ‘economic’ department and a ‘green’ department, 
pursuing economic growth as well as tackling greenhouse gas emissions. In her view, there 
need not be any contradiction between the two.3  

4. In 2007, the Cabinet Office reviewed the ability of the Department for Transport to 
deliver future programmes and targets through a Capability Review. The Department was 
assessed as ‘strong’ or ‘well placed’ on four of the ten indicators used in the analysis.4 Four 
elements were assessed as ‘development areas’, and two as ‘urgent development areas’. The 
areas deemed to need urgent development were taking “responsibility for leading delivery 
and change” and developing “clear roles, responsibilities and business model(s)”. There 
were no areas causing “serious concerns”. Overall, this assessment places the Department 
close to the Whitehall average in terms of the capacity to deliver future programmes and 
targets.  

5. Mr Devereux reported that two key action points had already been implemented to 
improve leadership within the Department: the creation of an effective Board, and a clear 
standard of leadership across the Department and its agencies. The Capability Review team 
had recently returned to the Department for a six-month progress assessment.5 The 
Capability Review team found that, in the six months since their original assessment, the 
Department had made progress in implementing effective leadership strategies. The 
Committee is pleased to learn that the Department has taken appropriate and swift 
action to rectify some of the concerns identified in the Capability Review. Much still 
remains to be done, and we will monitor progress in this area, and return to these issues 
when we examine the Department’s 2008 Annual Report.  

 
1 Department for Transport Annual Report 2007, Cm 7095 

2 Department for Transport Resource Accounts 2006–07, HC 766, page 22, net total resource outturn 2006–07.  

3 Q2 

4 Cabinet Office Report, Capability Review of the Department for Transport, June 2007 

5 Q101 
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2 Objectives, structure and effectiveness 
6. The Department’s aim is ‘transport that works for everyone’, which is understood to be a 
transport system that balances the needs of the economy, the environment and society. 
During 2006–07, the Board revisited the Department’s aims and objectives in response to 
the Eddington study, the Stern review and in anticipation of the Capability Review, which 
was published in June 2007. In January 2007, the Department introduced four strategic 
objectives, which had been agreed with HM Treasury. The new objectives focused on the 
core areas of the Department’s business:  

• to sustain economic growth and improved productivity through reliable and 
efficient transport networks; 

• to improve the environmental performance of transport; 

• to strengthen the safety and security of transport; and 

• to enhance access to jobs, services and social networks, including for the most 
disadvantaged.6  

7. In April 2007, the Department was restructured into four groups, based on the core 
areas. This new structure mirrors the priorities highlighted in the Eddington study, but also 
includes wider responsibilities. The groups are: the City and Regional Networks Group, the 
Rail and National Networks Group, and the International Networks and Environment 
Group. A fourth group is responsible for delivering and transforming driver and vehicle 
operator services.7  

8. However, in the Command Paper, Towards a Sustainable Transport System, published in 
October 2007, the Department defines 5 goals that it will use when determining its 
investment plans to 2014: 

• maximise the competitiveness and productivity of the economy; 

• address climate change by cutting emissions of carbon dioxide (CO2); 

• protect people’s safety, security and health; 

• improve quality of life, including through a healthy natural environment; and 

• provide greater equality of opportunity.8 

 
9. We are unclear as to the Departments’ motive for having a set of five goals, as well as 
a set of four strategic objectives, given that there seems to be a degree of crossover 
between the two. We are particularly concerned that the Department was restructured 
in order to better align with the four strategic objectives, only to shift its priorities by 

 
6 http://www.dft.gov.uk/about/aimsandobjectives 

7 Department for Transport Annual Report 2007, Cm 7095, p. 18 

8 Cm 7226 

 

http://www.dft.gov.uk/about/aimsandobjectives
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introducing the five core goals less than a year later. The second strategic objective is 
divided between two of the five goals, for reasons that remain obscure. We question 
whether this restructuring of the Department’s goals and objectives has led to any 
actual increase in the quantity or quality of its work.  

10. When she gave evidence to the Committee on 30 January 2008, the Secretary of State 
explained: 

“Following both the Capability Review and Rod Eddington’s analysis, which 
suggested we should be less modally focused and look across modes to try to identify 
what the problems were before we jumped to conclusions, what we did was 
reorganise both the ministerial team as well as the management team.”9 

Furthermore, with regard to electrification on the railways, the Secretary of State told 
the Committee that: “What we have tried to do is keep our options open along the 
way so that we take the best value-for-money judgement at the right time.”10 

11. We have noted a number of areas of policy where the Department seems to be 
stalling in making a clear decision – examples are electrification versus diesel on the 
railways, a national ports policy, the viability of a national road pricing scheme. While 
we recognise that the Department is trying to ensure that policy decisions are made on 
the basis of thorough cross-modal analyses and considerations, there is a danger that 
the policy-making process could become bogged-down. The Department clearly has 
substantial issues that need to be resolved, but at the moment there appears to be a lack 
of clear, tangible vision – at least none that is communicated to the wider world.  

Shared services 

12. The Shared Services Project is intended to improve the efficiency and effectiveness of 
the Department by bringing together support services—including human resources, 
finance, procurement, estates and their associated ICT services—from across the 
Department and its agencies into a single centre. Last year, we were critical of the fact that 
the Department had allowed the cost of the shared services programme to over-run, with 
the overall cost of the project escalating from the original estimate of £50 million.11 Firm, 
revised cost estimates were not available at the time, but the then Permanent Secretary, Sir 
David Rowlands, told the Committee that the project had been put together on the basis of 
a “very conservative business case”, and even with some increase in costs the business case 
would “still be positive”. The Permanent Secretary stated that “over a 10 year period, 
starting this year, the value of the headcount and other savings is estimated to amount to 
£129 million from the implementation of Finance and HR. We consider that the cost of 
incremental investments to complete the implementation of Finance and HR, which will 
be below the estimated benefits, do not threaten the case for shared services”. The new 

 
9 Q102 

10 Q166 

11 Fourth Report from the Transport Committee, Session 2006–07, Departmental Annual Report 2006, HC 95, page 4  
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Permanent Secretary, Mr Devereux, confirmed that the most recent estimate of the cost of 
the entire project now stands at £113 million.12  

13. We also raised concerns about the suitability of the Department for Transport to be in 
the vanguard of the shared services project. It is Cabinet Office policy that shared services 
are desirable only for organisations ranging from 20,000 to 50,000 staff.13 But the entire 
Department for Transport group has just 19,000 staff. Sir David told the Committee that 
3,000 volunteers in the Coast Guard Rescue Service took the total number of staff over the 
minimum threshold. In our report on the Department’s 2006 Annual Report, we remained 
sceptical about this argument.14  

14. The first business units scheduled to implement shared services were the Driver and 
Vehicle Licensing Agency (DVLA) and the Driving Standards Agency (DSA). To allow 
more time for testing before roll-out, the Department rescheduled the target date for 
DVLA/DSA to ‘go live’ from August 2006 to April 2007. The Department’s Annual report 
2007 stated that details on the planning and preparation for the implementation of the 
central Department and remaining agencies would be available in the Department’s 
Autumn Performance Report.15 However, the Autumn Performance Report, published in 
December 2007, did not include any reference to the shared services programme.16  

15. In its written evidence to us, the Department confirmed that the DVLA/DSA ‘go live’ 
took place in April 2007 as planned.17 There were some initial problems relating to system 
stability and the processing of purchase orders and invoices. The Department reported a 
very high level of error in payment runs made during the April to June 2007 period. 
However, the system then bedded in, and performance improved rapidly over the last few 
months of the year. The Department undertook a ‘lessons learned’ exercise, which arrived 
at five key recommendations for the continued roll-out of the programme.18  

16. We are pleased to hear that the Department has learnt lessons and acted rapidly to 
implement changes to its shared services programme by appointing a new board 
director with experience of running shared services in the private sector. We are also 
reassured by the fact that the contract between the DVLA and IBM, their partner in the 
shared services arrangement, has been refined. But we are deeply disappointed that the 
estimated cost of the project has risen from an initial figure of £50 million to the most 
recent estimate of £113 million – a 126% increase. We remain unconvinced that the 
Department is of a sufficient size to reap the benefits of the shared services approach. 
We reiterate our encouragement for the Department to actively seek clients for its 
shared services from parts of Government outside the Departmental group, in order to 
secure the long-term viability of its shared services programme. 

 
12 Q274 

13 Transformational Government 2006, Cm 6970, page 16 

14 Fourth Report from the Transport Committee, Session 2006–07, Departmental Annual Report 2006, HC 95, page 5 

15 Department for Transport Annual Report 2007, Cm 7095, page 47 

16 Department for Transport Autumn Performance Report, Cm 7266 

17 Ev 52 

18 Q264. Since we took evidence from the Secretary of State and the Permanent Secretary, the National Audit Office 
has published a Report on Shared services in the Department for Transport and its Agencies, HC 481, Session 2007–
08 (23 May 2008). 
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Data loss by Driver and Vehicle Operator Group agencies 

17. In December 2007, the Department revealed several incidents involving the loss of 
significant tranches of personal data, both in the United Kingdom and the United States. 
The details lost included names, addresses, phone numbers and dates of birth, as well as 
detailed vehicle information. There was no financial information included in the lost data. 
The Department has since put in place a number of procedures designed to safeguard 
personal information, at least on an interim basis, whilst it awaits the findings of the 
Cabinet Secretary’s review.19  

18. We were concerned to learn that the Department had been involved in several 
separate incidents where significant amounts of personal data were lost. We are pleased 
that the Department has since then put in place measures to prevent similar incidents 
happening in future, but would urge that the systems surrounding the storage and 
transfer of any kind of personal data by the DfT or its agencies be kept under review for 
the time being. We expect the Department to implement the recommendations now 
awaited from the Cabinet Secretary regarding personal data fully and speedily once 
these are known.  

 
19 Q115 
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3 The Department’s management of 
expenditure 

Uncertain cost of existing programmes 

19. The Nichols Report, published in March 200720 was commissioned to investigate a 
series of increases in the projected costs of individual road schemes. The projected total 
cost of the Highways Agency’s “Targeted Programme of Improvements” rose by some 25% 
in 18 months to autumn 2006, with increases of up to 300% occurring on some schemes 
where construction had not yet been commenced. The Report recognised the high level of 
inflation in construction prices (around double the Retail Price Index) as a contributing 
factor, but recommended a number of measures designed to prevent the costs of Highway 
Agency schemes increasing. 

20. The Secretary of State and her Permanent Secretary were at pains to point out to us that 
the Nichols Report had not suggested that contracts were poorly managed by the Highways 
Agency once they had been let, but rather that the Agency had made a “poor estimation” of 
cost trends in the construction industry.21 The Report also cited inadequate initial 
estimates, scope changes and time delays as contributory to the escalating cost 
projections.22 The Secretary of State assured the Committee that many of the Report’s 
recommendations had already been implemented, particularly in the areas of analytical 
capacity and governance changes at the Highways Agency.23 

21. The Secretary of State described a “major piece of work” currently being undertaken by 
the Department and the Highways Agency to ensure robust estimations of scheme costs 
across the roads programme.24 It would, she told us, determine the amount that the 
Department is able to invest in roads in future years. When asked whether recent cost 
increases would result in road schemes being removed from the programme, the Secretary 
of State said: 

what we need to do is have a rigorous look at the figures, be clear about what we 
can afford and what we cannot afford, and then make decisions on that basis. 
[…] 

I am clear that there are going to be tough decisions on roads ahead.25  

22. We are deeply concerned that budgetary pressure caused by increases in the 
projected cost of programmed road schemes could result in the postponement or 
cancellation of other much needed improvements. The implications of the Nichols 
Report must be fully considered by the Highways Agency and there should be a detailed 

 
20 Nichols, Review of Highways Agency’s Major Roads Programme, March 2007 

21 Qq 104 & 109 

22 Nichols Review, p. ii 

23 Q105 

24 Q111 

25 Q113 

 



9 

response to its recommendations. The Secretary of State must make a statement to the 
House as soon as the Department’s investigation of the consequences of the cost 
increases has been concluded. 

Local transport funding 

23. The Transport Act 2000 requires most local transport authorities (county councils, 
unitary authorities and partnerships in metropolitan areas) in England (except London) to 
produce and maintain a Local Transport Plan (LTP). LTPs set out the authority's local 
transport strategies and policies, as well as an implementation programme. The 
Department uses LTPs to, amongst other things, inform decisions on capital funding for 
local authorities.  

24. LTP capital allocations are made up of three main funding streams: 

• Major scheme allocations. Local authorities asking for more than £5million for 
individual transport schemes must submit full details of those schemes for 
individual consideration. These schemes are primarily for major new local roads 
(e.g. village or town bypasses) and public transport projects (e.g. bus route 
improvements). Decisions on major schemes are made in the light of regional 
advice; 

• Integrated Transport block (IT block) allocations. This is used by the local 
authority to fund all non-maintenance transport schemes costing less than £5 
million – small road projects, road safety schemes, bus priority schemes, walking 
and cycling schemes, transport information schemes etc; and 

• Maintenance allocations. These are provided for structural local road maintenance 
– major resurfacing, maintenance or replacement of bridges, tunnels etc, and 
occasionally the reinstatement of roads following natural events or disasters.  

Authorities also receive revenue funding for transport via the wider local government 
financial settlement. The main transport element of this is an allocation for routine 
highway maintenance. This is allocated on a formula basis taking into account road length, 
road condition and other factors. 

25. The Department has told us that the capital provision for local government comes in 
the form of either a grant or something which is effectively borrowing permissions, which 
is then reflected in the Revenue Support Grant. Authorities which are at the ‘floor’ on this 
arrangement receive only the minimum grant increases, and so do not receive extra 
funding for borrowing allocations. The aim of this arrangement is to ensure that the 
funding received by local authorities does not fluctuate significantly year-on-year, even 
where the funding formula suggests it should. Mr Devereux explained: 

There is an interaction between the protection the Government provides to stop 
reducing grant to local government where the formula actually suggests they ought 
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to have less, but that protection then cuts across in the way in which the borrowing 
works.26  

26. A number of local authorities have expressed concern about the LTP funding 
arrangements. They claim that because the funds have been provided as ‘supported 
borrowing’ approvals and not grants, ‘floor authorities’ will be unable to fund the 
additional borrowing.27  

27. We believe the LTP funding arrangements are excessively complex and there is a 
deficiency of publicly available information from the Department to explain the 
arrangements and their implications. We are also concerned that some local authorities 
may be unable to fund the additional borrowing necessitated by these arrangements. 
We urge the Department to simplify the system and improve the quality and 
availability of information available to local authorities and others.  

Performance against the efficiency targets 

28. The Department has three separate efficiency targets that were set in the Spending 
Review 2004, which covered the period 2005–08. We note that the Department achieved 
financial efficiency gains of £532 million by the end of 2006 and this figure rose to £743 
million by the end of the second quarter of the 2007–08 financial year, most of which are 
cash-releasing savings.28 The Department’s target is to achieve £785 million savings by the 
end of the 2007–08 financial year. We congratulate the Department for delivering 95% of 
its Spending Review 2004 financial efficiency target, and trust that the target will be 
substantially over-achieved. We expect to see real improvements in services driven by 
the resources released by this achievement, though at present the Efficiency Technical 
Note only says that the savings “could” do so.29  

29. The Department’s headcount reduction target was to achieve net workforce reductions 
of 650 between April 2004 and April 2008. By the end of September 2007, a reduction of 
only 379 had been achieved.30 We are very concerned that the Department might fail to 
achieve its headcount reduction target. The pace of change does not appear to be 
sufficiently rapid. The Department has stated that the September 2007 headcount figures 
include a substantial number of seasonal casual staff who will be removed from the DVLA 
over the remainder of the year. It is to be expected that further reductions may be delivered 
by the continuing implementation of the Shared Services Centre agenda.  

 

 
26 Q206 

27 We considered this subject in detail in our Twelfth Report of 2005–06, Local Transport Planning and Funding (HC 
1120). 

28 Department for Transport Autumn Performance Report 2007, Cm 7266, page 53 

29 “Efficiency Programme: technical note”, p.3, available at www.dft.gov.uk/about/how/psa/. 

30 Department for Transport Autumn Performance Report 2007, Cm 7266, page 53 

 

http://www.dft.gov.uk/about/how/psa/
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4 The Department’s Public Service 
Agreement targets 

Current PSA targets 

30. The Government’s Public Service Agreement (PSA) targets give an indication of the 
outcomes expected from the expenditure allocated to individual departments. Up to April 
2008, the Department for Transport reported against the PSA targets set in the Spending 
Review 2004, which covered the period 2005–08. 

31. The Department had seven PSA targets (which is roughly in line with the average 
across Whitehall).31 The Department explained that “taken together, the seven PSA targets 
cover key issues of public interest”.32 However, as we have noted previously, several 
transport modes were entirely excluded. Aviation, shipping, cycling, walking and freight 
were not directly covered by any PSA target during the 2005–2008 period. Two of the PSAs 
were ‘green’ (environmental) in nature. The Department’s 2007 Annual Report listed 
financial results by Objectives, but not PSA targets, so the extent to which expenditure 
followed individual PSA targets is therefore not clear, a point we have also made 
previously.33  

32. Where applicable, we examine performance against individual PSA targets in the 
relevant chapters below. Table 1 below gives an overview of the Department for 
Transport’s performance: 

 
31 The number of Departmental PSA targets held are as follows: CO 3, DCMS 4, MoJ ?, MoD 6, HO 7, DfT 7, ODPM 8, 

DoH 8, FCO 9, Defra 9, DWP 10, HMT 10, DBERR ?, DfEF ?, DIUS ?. 

32 Autumn Performance Report 2007, page 5. 

33 Transport Committee, Fourth Report of Session 2006–07, Department for Transport Annual Report 2006, HC 95, 
page 6 
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Table 1: DfT’s Public Service Agreement Targets 2005–2008 

 
 

PSA target  Target met/on track 

1 Road congestion – 
strategic roads 

By 2007–08, make journeys more reliable on the 
strategic road network.  

Slippage 

2 Rail Improve punctuality and reliability of rail services 
to at least 85 per cent by 2006, with further 
improvements by 2008.  

2006: met; 2008: on plan

3 Buses & light rail By 2010, increase the use of public transport 
systems (bus and light rail) by more than 12 per 
cent in England compared with 2000 levels, with 
growth in every region.  

On course to achieve 
national patronage 
target and associated 
improvements to 
reliability and disabled 
access: target for 
growth in patronage in 
every region remains 
challenging.  

4 Road congestion – 
local roads 

By 2010–11, the ten largest urban areas will meet 
the congestion targets set in their Local Transport 
Plan relating to movement on main roads into city 
centres. The target will be deemed to have been 
met if, on target routes in the ten largest urban 
areas in England, an average increase of 3.6 per 
cent in person journey time per mile.  

Not yet assessed 

5 Road safety Reduce the number of people killed or seriously 
injured in Great Britain in road accidents by 40 
per cent and the number of children killed or 
seriously injured by 50 per cent, by 2010 
compared with the average for 1994–98, tackling 
the significantly higher incidence in 
disadvantaged communities. 

Disadvantage target 
met. Police data 
indicates that the 
Department is on course 
to meet other elements 
of the target.  

6 Air quality Improve air quality by meeting the Air Quality 
Strategy targets for carbon monoxide, lead, 
nitrogen dioxide, particles, sulphur dioxide, 
benzene and 1,3 butadiene. Joint target with 
Defra. 

Mixed – some met, some 
slippage 

7 Climate change To reduce greenhouse gas emissions to 12.5 per 
cent below 1990 levels carbon dioxide emissions 
below 1990 levels by 2010, through measures 
including energy efficiency and renewables. Joint 
with Defra and the Department for Business, 
Enterprise and Regulatory Reform (BERR). 

Mixed – carbon dioxide 
slippage, overall Kyoto 
target on course 

Future PSA targets 

33. Under the Comprehensive Spending Review (CSR) 2007, these seven PSA targets were 
replaced by four new ones that narrow down the focus further, to road (two targets), rail 
and project management. The 2007 CSR covers spending allocations from 2008–09 to 
2010–11. The Department will also support the work of other departments in delivering 
PSAs related to housing supply and regional economic performance.  
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Rail PSA target 

34. The new rail PSA target (third indicator of PSA 5)34 focuses on capacity and crowding 
on the network – it does not address reliability and punctuality. Although capacity is an 
increasingly salient issue, it will be of little comfort to passengers if they trade a situation 
where they can stand aboard a punctual train for one where they are able to find a seat on a 
train which is late. We are concerned that the Department for Transport appears to have 
lost interest in rail punctuality and reliability. The PSA targets on punctuality and 
reliability have not been met, so there can be little justification for dropping the target. 
A loss of focus in this area might lead to a reversal in such progress as has been made in 
the past five years.  

Roads PSA targets 

35. The new roads PSA targets focus on urban journey times as well as reliability on 
strategic roads. They largely reprise the previous PSA targets in these areas. The new 
strategic roads indicator35 is the same as the previous PSA target for strategic roads, i.e. to 
improve reliability of journeys on the strategic road network. This is not a very ambitious 
target, though the DfT has failed to deliver it so far (see below). The new urban roads 
indicator focuses on journey times, as did the previous urban roads PSA target. As this has 
not been assessed so far, it is difficult to comment on the worth of this target.  

36. The Minister has expressed the view that the Department must be both economic and 
green.36 In light of this, the absence of an explicit ‘green’ indicator from the department’s 
new PSA targets is a matter of concern. The Department’s success or failure will be 
judged largely on the basis of its achievement of the PSA targets for which it has lead 
responsibility. There is a clear risk that the Minister’s stated ambitions for synergy 
between economic and green imperatives in the Department’s operations will fall by 
the wayside. 

37. The Minister stated that “using the Eddington framework we have three major 
priorities in this country. One is to improve our inter-urban networks between cities. The 
other is to improve our international gateways. The other is to improve mobility within our 
cities”. This set of priorities does not map across to the new PSA targets in a self-evident 
manner. The two roads indicators clearly do, but none of the new indicators link directly to 
the objective of improving international gateways.  

38. We are concerned that the Department’s approach to its new PSA targets lacks 
clarity. The new targets do not address the issues raised by the Eddington study in any 
obvious manner. In our judgement, there is no clear link between the new PSA targets 
and the Eddington priorities.  

 

 
34 PSA Delivery Agreement 5, ‘Deliver reliable and efficient transport networks that support economic growth’, p.5, 

available at www.hm-treasury.gov.uk.  

35 Ibid. 

36 Q2 

 

http://www.hm-treasury.gov.uk/
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39. The Department will also have supporting responsibilities for two further PSA targets, 
no. 7 (Improve the economic performance of all English regions and reduce the gap in 
economic growth rates between regions) and no. 20 (Increase long-term housing supply 
and affordability).37 BERR (Department for Business, Enterprise and Regulatory Reform) 
and CLG (Department for Communities and Local Government) respectively are taking 
the lead on these two targets. The Department for Transport has been unable to clarify 
the manner in which it will contribute towards meeting the PSA targets in which it has 
a supporting role. The lack of clarity concerns the budget that the DfT intends to 
allocate as well as changes in strategy and approach. There is a real risk that 
responsibility for delivering the Department for Transport’s element of these joint PSA 
targets will be too diffuse, undermining performance and accountability.  

Future Departmental Funding and efficiency 

40. In addition to setting targets, the 2007 Comprehensive Spending Review (CSR) also set 
a budget for the three years from 2008–09. Under the 2007 CSR, the Department’s budget 
will be boosted by a rate of real growth of 2.1% a year on average. Given the current 
constraints on public expenditure this is a reasonable increase, indicating the importance 
of transport to the overall success of the UK, as noted by the Secretary of State: “As Sir Rod 
Eddington’s report argued, a well functioning transport system is vital to the continued 
success of the UK economy and our quality of life”. We are concerned, however, that this 
spending will be concentrated in the capital. Major infrastructure improvements in 
London, such as Crossrail, are likely to have strong benefit to cost ratios because London’s 
economy is strong, and the implication is that such projects will be favoured. We are 
concerned that the fourth indicator of the DfT’s new PSA target, to “deliver reliable 
and efficient transport networks that support economic growth” could result in a very 
narrow perspective on transport investment. We recommend that, when allocating 
investment funds, the Department gives due consideration to factors beyond the 
absolute value of improvements in terms of economic performance and growth. It is 
important, for example, that the Department should take equally seriously its 
supporting role in regional Development PSA targets. 

41. By 2010–11 DfT will be spending £14.5 billion of public money. It is important in this 
context that the Department does not lose its focus on delivering efficiency savings to 
ensure that the highest possible level of service and investment is maintained. The 
requirement that future efficiency savings should all be “cashable”—capable of being 
quantified in cash terms—should not lead to a reduction in the achievement of non-
cashable savings where these are possible.  

 
37 ‘Meeting the aspirations of the British people’, 2007 Pre-Budget Report and Comprehensive Spending Review, Cm 

7227, pp 189, 193 
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5 The Department’s impact on economic 
growth and productivity 

Performance against road congestion PSA targets (two targets) 

42. The urban congestion PSA target has not been assessed in the 2007 Departmental 
Annual Report. It was due to be assessed in the Autumn Performance Report (December 
2007), but there was still no assessment available in this document. 

43. The strategic congestion target has been assessed for the first time in 2006–07, and is 
showing slippage. This is disappointing given that the original target was not very 
ambitious: simply to improve the reliability of the worst 10% of journeys on the strategic 
road network, by any amount, no matter how small. The Autumn Performance Report 
2007 states that average reliability declined by 10.1% in the year September 2006 to August 
2007, compared to the baseline period (August 2004 – July 2005). 

44. The deterioration noted in the period August 2005 to July 2006 was 2.9% according to 
the Autumn Performance Report of December 2006. The situation is not only worsening, 
but doing so at an increasing rate. In absolute terms, the deterioration was from 3.78 
minutes of delay per ten miles (baseline) to 4.16 minutes in just 12 months between 
September 2006 and August 2007.  

45. The continued failure to deliver on road congestion targets, especially given the 
modest nature of the target, is very disappointing. The Department has very little time 
to reverse the trend towards ever more serious delays on the strategic road network. In 
order to do so, the improvements cited by the Department, such as enhanced Incident 
Support Units (ISUs) and improved road-works management, will need to be 
implemented very quickly and efficiently. The problem is likely to become more 
significant, as two of the four new PSAs relate to congestion. 

46. We are also concerned at the implications of roads planning for the Department’s role 
in supporting the new PSA target 7. Improving regional economic performance, especially 
in the north, will require improvements to highly congested routes. There is a significant 
risk that some regions will be unable to make progress beyond a certain point so long as 
their roads infrastructure is not transformed. There may be a conflict between the priorities 
set by reference to the cost – benefit ratio of transport investments and the priorities arising 
from the need to strengthen regional economies. For instance, we are concerned that the 
most favourable cost – benefit ratios may not direct investment towards projects which 
contribute to reducing the gap in economic performance between regions.  

Road pricing and the Transport Innovation Fund 

47. Sir Rod Eddington argued that the net value of the benefits from a national road pricing 
scheme could amount to some £20 billion annually. His model also suggests that 
congestion could be cut by 50% in 2025 compared with the situation without a national 
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road pricing scheme.38 In Towards a Sustainable Transport System, the Government 
accepted Eddington’s conclusion that “the potential benefits from a well-designed, large 
scale road pricing scheme are unrivalled by any other single intervention.”39  

48. Despite the apparent high priority attached by the government to a national road 
pricing scheme, the Department has made little progress and favours the implementation 
of local charging schemes initially. Since the petition against road pricing on the No. 10 
website, which attracted some 1.8 million virtual signatures, much of the responsibility for 
delivering congestion charging has been placed on local government through the 
Transport Innovation Fund (TIF). 

49. We have previously commented that the size of the fund may be insufficient for more 
than a small number of local projects to be taken forward simultaneously and that the cost 
of bids might prevent a broad range of towns and city regions from exploring the best 
solutions to local congestion problems.40 We have also urged the Government to conduct 
pilot studies of the effect of pricing on the strategic road network.41 However, only 
Manchester and Cambridge have submitted detailed bids for congestion TIF funding; and 
these might yet be defeated locally. The Secretary of State has stated that ten areas are 
currently benefiting from financial assistance from the Department in order to work up 
TIF bids locally.42  

50. We note that little progress is being made with regard to road pricing. There is little 
evidence to suggest that local authorities have the appetite for submitting the necessary 
bids and securing TIF support. We have previously noted that local road pricing 
schemes cannot be effective pilots for a national scheme. We therefore recommend that 
the Government re-examine its policy with respect to national road pricing. 

Lorry road user charging 

51. The Government first announced that it would consider introducing a user charge for 
lorries or a "vignette" in November 2000. The intention was to ensure that “foreign hauliers 
start to contribute towards the costs of maintaining the UK road network and the 
environmental costs that they impose”.43 In the budget statement of 17 April 2002 the 
Chancellor announced that he would go ahead with a road charge for lorries based on 
distance, with off-setting tax cuts for the UK haulage industry. Charges would have been 
administered using satellite-based technology. However, the Secretary of State announced 
in July 2005 that the lorry road user charging scheme was to be scrapped as a stand-alone 
project and that the scheme would be incorporated in the Government’s broader plans for 
national road pricing.44 

 
38 HMT, The Eddington Transport Study, December 2006, para 3.76 

39 Op cit, page 48 

40 Ninth Report from the Transport Committee, Session 2006–07, The Draft Local Transport Bill and the Transport 
Innovation Fund HC 692, para 213 

41 Ibid, para 225 

42 Q237 

43 Pre-budget report, HM Treasury, November 2000, para 6.69 

44 HC Deb, 5 July 2005, col. 173 
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52. The haulage industry has expressed dissatisfaction with this decision. The Freight 
Transport Association and the Road Haulage Association have considered taking the 
Government and the EU to court over whether the change in policy constituted reverse 
discrimination against the UK road haulage industry.45 We are deeply disappointed by 
the lack of progress on lorry road user charging. In the absence of a national road 
pricing scheme for the foreseeable future, United Kingdom hauliers continue to pay 
towards the cost of maintaining the infrastructure while their foreign competitors 
generally make no such contribution. This situation is highly unsatisfactory and has 
been going on for far too long. The Department must act to level the playing field 
between UK hauliers and their overseas competitors. Since a national road pricing 
scheme remains a distant prospect, we recommend that the Department revive its plans 
to set up a lorry road user charging scheme as soon as possible. 

 

Performance against the rail PSA target 

53. The original Spending Review 2002 PSA for rail was dropped when the Spending 
Review 2004 target was set. As we have noted previously, this was regrettable given the 
need to encourage modal shift away from the car in order to address pollution and 
congestion problems. Rail use continued to grow in 2006–07, though not on the scale that 
would be necessary to achieve the 2002 Spending Review target. Further growth is likely to 
be problematic, as capacity constraints are asserting themselves on ever widening sections 
of the network, especially at peak times. The recent announcements of Crossrail and 
improvements to Thameslink, together with the plans to introduce longer trains, give us 
hope that there will be improvements in this area, at least in the London area. We 
acknowledge that the 2007 White Paper on rail set out to address the capacity problems on 
the railways for the next thirty years, and our views on the Government’s approach will be 
published as a separate report.46 

54. The Spending Review 2004 target had two elements: to improve punctuality and 
reliability of rail services to 85% by 2006, and to ensure that additional improvements were 
made by 2008. The first element of this target, measured by the ‘Public Performance 
Measure’ (PPM), was met on time. The second element was only fixed precisely in the 2007 
Autumn Performance Report: to increase the Public Performance Measure (PPM) further, 
to at least 89.4 per cent by March 2008.47 This element has been assessed as being ‘on plan’ 
in 2007. There are limitations to this measure, as it considers trains to be on time provided 
that they arrive within 5 minutes of schedule – with the margin rising to 10 minutes for 
long-distance rail services. Even with the extra margin, the long-distance sector is still not 
meeting the 85% target. Long-distance trains achieved a PPM of 84.9% by August 2007.48 
This is anything but impressive.  

 

45 Hauliers to fight on over lorry charge climbdown, The Daily Telegraph, 1 September 2005 

46 Department for Transport: Delivering a Sustainable Railway, Cm 7176, July 2007 

47 PPM combines figures for punctuality and reliability into a single performance measure for passenger rail services. 

48 DfT Autumn Performance Report, Cm 7266, p.24 
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55. The failure to achieve the target for punctuality and reliability on the railways 
suggests either that the Department is not sufficiently pro-active in driving up 
standards among train operating companies and other partners, or that it does not 
have the means to compel operators to get this sorted out. Whichever is the real 
problem, the Government needs to act promptly and decisively to ensure that 
passengers get the level of reliability and punctuality they deserve.  

56. There is as yet no decision about the place of high-speed rail in forward planning. We 
were reassured by the Minister that it has not been ruled out, but the capacity problem on 
the West Coast Main Line is already grave. We were therefore concerned that the 
Department has no time-frame for a decision on a high speed link, at least as far as 
Birmingham, the stretch of the line with the most pressing problems. The Department 
should clarify the time-frame in which it will make a decision over the high-speed rail 
link to Birmingham. We understand the logic of the Eddington report which suggests 
that now is not the right time to make this decision, but given the long lead time for any 
major engineering works, we believe the Government needs to commit to making a 
decision by 2010 at the latest.  
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6 The environment 

Performance against climate change PSA target 

57. Under the Spending Review 2004, the Department shares responsibility for the climate 
change target with the Department for Environment, Food and Rural Affairs (Defra). The 
target is partly based on the Kyoto obligations (reducing emissions to 12.5% below 1990 
levels between 2008–12) but also includes a stricter self-imposed target (20% over the same 
time frame). The slippage reported by the Department is against this stricter, self-imposed 
target.  

58. The Secretary of State indicated in 2006 that the Department was increasing its focus 
on environmental concerns.49 It does not appear that the increased focus has had much 
material impact, since there is continued slippage against this target:50 Annual CO2 
emissions were reduced by only 5.3% on 1990 levels in 2006.51 We note that another select 
committee has criticised the Department for relying on DEFRA and the then DTI to meet 
its joint PSA on climate change.52  

59. The transport sector has contributed little towards reducing UK CO2 emissions. Aside 
from residential emissions, transport and is the only sector of the economy where carbon 
emissions were higher in 2005 than in 1990, and where they are forecast to be higher in 
2020 than in 1990.53 Between 1990 and 2004, transport emissions increased by 10% overall. 
Emissions from road transport rose by 10%, while CO2 from international flights departing 
from the UK went up by 111%. Altogether (taking transport within the UK together with 
international air and shipping departures), transport accounted for 33% of UK carbon 
emissions in 2004, up from 27% in 1990.54 

60. According to the 2006 UK Climate Change Programme Review, over the period 1990–
2010 the rise in road transport emissions from “Increased traffic growth due to GDP 
growth” will more than outweigh the entire suite of the Department’s carbon reduction 
policies.55 

61. Reducing the carbon content of fuel is one of the supporting indicators for the 
Department’s 2004 PSA target for reducing greenhouse gas emissions. Since the carbon 
content of petrol and diesel is unlikely to change significantly in the future, increasing 

 
49 Fourth Report from the Transport Committee, Session 2006–07, Department for Transport Annual Report 2006, HC 

95, page 19 

50 The overriding reason for the discrepancy between trends in emissions of all greenhouse gases (GHGs) and those 
solely in CO2 is that carbon dioxide is most closely linked to economic activity, through consumption of fossil fuels 
(not least in transport, which is still overwhelmingly reliant on oil). GHGs which have been significantly reduced 
include methane from landfill sites; and ‘exotic gases’ used in industrial processes, which can be replaced by 
substitutes, used more efficiently, or simply used in lower quantities, partly as a result of the relocation of heavy 
industry. 

51 Defra, UK Climate Change Programme: Annual Report to Parliament, p 15, p 21 

52 Environmental Audit Committee, Reducing Carbon Emissions from Transport, 2006 

53 In ‘end user’ terms. HM Government, Climate Change: The UK Programme 2006, March 2006, p 28 

54 Environmental Audit Committee press release, “Department for Transport needs to accelerate progress to avert 
climate change”, 7 August 2006 

55 HM Government, Climate Change: The UK Programme 2006, March 2006, p 63 
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uptake of biofuels (together with greater use of low-carbon electricity and hydrogen) will 
be play a significant part in meeting this target.56 

62. We are not convinced that biofuels will make sufficient impact on UK emissions 
within the time-frame envisaged by the Government. There are significant issues over 
the use of first-generation biofuels in transport, not least of which is the risk that they 
might cause as much carbon emission as conventional fuels, once all factors are taken 
into account. Other, significant risks relating to biofuels, in particular their impact on 
food prices, also need to be addressed before biofuels can be seen as a major element in 
efforts to reduce UK greenhouse gas emissions. It may well be that second-generation 
biofuels, produced from the non-edible parts of food crops and non-food plants, can 
address some of these concerns, but it is still early days. It is a matter of concern that 
the Department currently has no plans to assess the risks of first-generation biofuels in 
the short term. 

Climate change adaptation 

63. The severe flooding of July 2007 has proved expensive for some local authorities, such 
as Gloucestershire and North Yorkshire county councils, who have had to fund repairs to 
local roads. It is forecast that episodes of severe weather will become more frequent, with 
both flooding and extreme heat causing damage to transport infrastructure. Though the 
Department was able to point to some concrete examples of measures taken to mitigate the 
risk of climate change to the transport infrastructure, such as designing new Highways 
Agency roads with flooding in mind, there does not seem to be a coherent strategy for the 
Highways Agency and by and local authorities to tackle this issue.57 We are concerned 
that the Department is not giving sufficient weight to the issue of climate change 
adaptation, both with regards to planning decisions and maintenance funding. Greater 
clarity and coordination is needed in this area. 

Performance against the air quality PSA target 

64. The Department is still reporting slippage against its air quality targets. Four of the 
seven indicators underlying the air quality target were met in 2006–07. The exceptions 
were nitrogen dioxide, sulphur dioxide and particulates (PM10s). The slippages appear to 
be particularly concentrated in London. We acknowledge that this slippage must be kept in 
perspective. A failure to meet the standard at a small number of monitoring stations counts 
as a failure to meet the indicator as a whole, so that even where 90% of the country or more 
meets the standard, the indicator would show slippage. That said, the consequences of this 
failure are not insignificant. As we have noted before, it is estimated that respiratory 
disorders associated with PM10 episodes are responsible for 8,100 additional deaths and 
10,500 additional hospital admissions in the UK each year.58 

 

 
56 DfT Departmental Annual Report, Cm 7095, p.264 

57 30 January 2008, Q138 

58 Great Britain Committee on the Medical Effects of Air Pollutants Great Britain (1998) “The quantification of the 
effects of air pollution on health in the United Kingdom”. The Stationery Office. COMEAP is an Advisory Committee 
of the Department of Health.  
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65. The Air Quality Strategy (AQS) published in July 200759 sets new standards for ultra-
fine particulates. Furthermore, we note that a new EU Directive on air quality is 
forthcoming, which will also include provisions regarding fine particulates. This is likely to 
increase the overall level of stringency in pollution control. However, following the CSR 
2007 the Department will no longer have a PSA target for air quality, and there is clearly a 
risk that focus will be lost in this area at a time when priorities are shifting. We 
recommend that a target for the Department to improve air quality be reinstated. 

Cycle lanes 

66. We note that the length of new cycle lanes and cycle tracks delivered by local 
authorities has declined significantly in 2006–07 compared to previous years. Given the 
need to encourage cycling, on various grounds, the slow-down is disappointing. We would 
welcome any information the Department can give us concerning their plans to 
enhance the provision for cyclists. We assume such plans are being made given the 
DfT’s stated objective of being a ‘green’ department in the lead of the struggle against 
climate change.  

 
59 Cm 7169; available at http://www.defra.gov.uk/environment/airquality/strategy/index.htm 
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7 Enforcement 

Performance against the road safety PSA target 

67. We congratulate the department on its achievement of its road safety PSA target. 
The number of people killed or seriously injured in 2006 was 33% below the 1994–98 
baseline (against a target of 40% by 2010) and the number of children killed or seriously 
injured was 52% below the baseline (against a target of 50%). Although the number of 
casualties increased in 2006 relative to 2005, this was not statistically significant. We are 
pleased to note that the Department has also met its added objective of tackling the 
significantly higher incidence of casualties in disadvantaged communities. However, we 
are concerned that the 2007 Comprehensive Spending Review (CSR) failed to include a 
target in this area for the period from 2008 onwards. It is essential that there is no let-
up in effort in this area of great public concern. This is an area to which we will return in 
our forthcoming Report on Road Safety. 

Vehicle Excise Duty evasion 

68. One of the principal functions of the Driver Vehicle and Licensing Agency (DVLA) is 
to collect, and enforce payment of, ‘in vehicle excise duty’ (VED). VED receipts amount to 
around £4.5 billion per year 60 In 2006–07, the DVLA’s funding was increased by £50 
million over the previous year which, we were told, was partly intended to fund an increase 
in expenditure on VED collection and enforcement.61 

69. Despite this increase in funding, the Committee of Public Accounts found that the 
VED evasion rate actually rose from 3.6% in 2005–06 to 5% in 2006–07. In the case of 
motorcycles, the Secretary of State told us that that it was estimated that 38% of vehicles 
were untaxed.62 This turned out to be incorrect, and the Director General of the DfT’s 
Safety, Service Delivery and Logistics Group wrote to the Chairman of the Committee of 
Public Accounts, which had conducted an inquiry into VED evasion, to correct the 
mistake.63 

70. VED evasion represents the loss of some £214 million in revenue.64 However, the 
consequences go beyond the loss of revenue to the Exchequer. The requirement to renew a 
vehicle’s tax disc annually provides an important opportunity for the DVLA to satisfy itself 
that the vehicle is insured and that it has a valid MOT certificate, if required. Some VED-
evaders are therefore not only driving vehicles which are untaxed, but also uninsured and 
potentially not roadworthy. In the case of vehicles which cannot be traced to a registered 
keeper, the driver of the vehicle can neither be served with fixed penalty notices, for 

 
60 DAR, para. 2.34. 

61 DAR, p. 210 and Ev pp. 48–49. 

62 Q194. 

63 Letter from Stephen Hickey to Edward Leigh MP dated 7 March 2008 and published with a PAC Press Notice dated 
13 March. 

64 Evasion of Vehicle Excise Duty, Fifth Report from the Committee of Public Accounts, Session 2007–08, HC 227, p. 5. 
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example, for speeding, nor traced in the event of an accident where he or she flees the 
scene. 

71. The Permanent Secretary told us that the DVLA’s failure to contain the growth of VED 
evasions was down to its poor understanding of changing patterns of evasion. Although it 
was not as high as she originally told us, the Secretary of State suggested that the high 
evasion rate among motorcyclists was due in part to the inability of Automatic Number 
Plate Recognition (ANPR) technology to read motorcycle number-plates.65 It is easier for a 
motorcyclist to avoid stopping for the police or other enforcement officials and, in order to 
protect public safety, police officers will often not give chase.66 A motorcycle is also more 
easily concealed when not in use on the highway. 

72. The growth in VED evasion is cause for concern. It is not so much the lost 
revenue—though that is a problem that the DVLA should be making every effort to 
tackle—but the apparent growth in the number of motorists whose vehicles are neither 
registered, taxed, insured nor roadworthy that is a serious concern to us. The removal, 
in March 2007, of a specific target for reducing the size of this group of illicit road-users 
was clearly an error and we recommend that such a target be reinstated immediately. 

73. We are also concerned about the Department’s significant over-estimation of the 
scale of VED evasion among motorcyclists, which calls into question the reliability of 
all the Department’s VED evasion data. We recommend that the Department review 
the systems it uses to estimate evasion rates. 

 
65 Qq 195–196. 

66 Evasion of Vehicle Excise Duty, Fifth Report from the Committee of Public Accounts, Session 2007–08, HC 227, pp 9–
10. 

 



24  

 

8 Conclusions 
74. The Department has made some progress in addressing its major objectives, but the 
overall picture is disappointing. It now appears likely that only one of the PSA targets 
from the 2004 Spending Review will be met, even though some of these targets were not 
especially onerous. This does not inspire confidence that the Department will be able to 
use its additional resources to meet all of its new targets. 

75. The Department for Transport needs to be clear about what its main priorities are, 
taking into account the diverse recommendations of the Eddington and Stern reports, 
as well as its new targets and goals. We would welcome a more consistent and coherent 
set of targets which state clearly what the Department’s priorities are and will enable 
more rigorous, objective measurement of its progress in meeting them. 
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List of recommendations 

Introduction 

1. The Committee is pleased to learn that the Department has taken appropriate and 
swift action to rectify some of the concerns identified in the Capability Review. Much 
still remains to be done, and we will monitor progress in this area, and return to 
these issues when we examine the Department’s 2008 Annual Report. (Paragraph 5) 

Objectives, structure and effectiveness 

2. We are unclear as to the Departments’ motive for having a set of five goals, as well as 
a set of four strategic objectives, given that there seems to be a degree of crossover 
between the two. We are particularly concerned that the Department was 
restructured in order to better align with the four strategic objectives, only to shift its 
priorities by introducing the five core goals less than a year later. The second 
strategic objective is divided between two of the five goals, for reasons that remain 
obscure. We question whether this restructuring of the Department’s goals and 
objectives has led to any actual increase in the quantity or quality of its work. 
(Paragraph 9) 

3. We have noted a number of areas of policy where the Department seems to be 
stalling in making a clear decision – examples are electrification versus diesel on the 
railways, a national ports policy, the viability of a national road pricing scheme. 
While we recognise that the Department is trying to ensure that policy decisions are 
made on the basis of thorough cross-modal analyses and considerations, there is a 
danger that the policy-making process could become bogged-down. The 
Department clearly has substantial issues that need to be resolved, but at the moment 
there appears to be a lack of clear, tangible vision – at least none that is 
communicated to the wider world. (Paragraph 11) 

4. We are pleased to hear that the Department has learnt lessons and acted rapidly to 
implement changes to its shared services programme by appointing a new board 
director with experience of running shared services in the private sector. We are also 
reassured by the fact that the contract between the DVLA and IBM, their partner in 
the shared services arrangement, has been refined. But we are deeply disappointed 
that the estimated cost of the project has risen from an initial figure of £50 million to 
the most recent estimate of £113 million – a 126% increase. We remain unconvinced 
that the Department is of a sufficient size to reap the benefits of the shared services 
approach. We reiterate our encouragement for the Department to actively seek 
clients for its shared services from parts of Government outside the Departmental 
group, in order to secure the long-term viability of its shared services programme. 
(Paragraph 16) 

5. We were concerned to learn that the Department had been involved in several 
separate incidents where significant amounts of personal data were lost. We are 
pleased that the Department has since then put in place measures to prevent similar 
incidents happening in future, but would urge that the systems surrounding the 
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storage and transfer of any kind of personal data by the DfT or its agencies be kept 
under review for the time being. We expect the Department to implement the 
recommendations now awaited from the Cabinet Secretary regarding personal data 
fully and speedily once these are known. (Paragraph 18) 

The Department’s management of expenditure 

6. We are deeply concerned that budgetary pressure caused by increases in the 
projected cost of programmed road schemes could result in the postponement or 
cancellation of other much needed improvements. The implications of the Nichols 
Report must be fully considered by the Highways Agency and there should be a 
detailed response to its recommendations. The Secretary of State must make a 
statement to the House as soon as the Department’s investigation of the 
consequences of the cost increases has been concluded. (Paragraph 22) 

7. We believe the LTP funding arrangements are excessively complex and there is a 
deficiency of publicly available information from the Department to explain the 
arrangements and their implications. We are also concerned that some local 
authorities may be unable to fund the additional borrowing necessitated by these 
arrangements. We urge the Department to simplify the system and improve the 
quality and availability of information available to local authorities and others. 
(Paragraph 27) 

8. We congratulate the Department for delivering 95% of its Spending Review 2004 
financial efficiency target, and trust that the target will be substantially over-achieved. 
We expect to see real improvements in services driven by the resources released by 
this achievement, though at present the Efficiency Technical Note only says that the 
savings “could” do so. (Paragraph 28) 

9. We are very concerned that the Department might fail to achieve its headcount 
reduction target. The pace of change does not appear to be sufficiently rapid. 
(Paragraph 29) 

The Department’s Public Service Agreement targets 

10. We are concerned that the Department for Transport appears to have lost interest in 
rail punctuality and reliability. The PSA targets on punctuality and reliability have 
not been met, so there can be little justification for dropping the target. A loss of 
focus in this area might lead to a reversal in such progress as has been made in the 
past five years. (Paragraph 34) 

11. The Department’s success or failure will be judged largely on the basis of its 
achievement of the PSA targets for which it has lead responsibility. There is a clear 
risk that the Minister’s stated ambitions for synergy between economic and green 
imperatives in the Department’s operations will fall by the wayside. (Paragraph 36) 

12. We are concerned that the Department’s approach to its new PSA targets lacks 
clarity. The new targets do not address the issues raised by the Eddington study in 
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any obvious manner. In our judgement, there is no clear link between the new PSA 
targets and the Eddington priorities. (Paragraph 38) 

13. The Department for Transport has been unable to clarify the manner in which it will 
contribute towards meeting the PSA targets in which it has a supporting role. The 
lack of clarity concerns the budget that the DfT intends to allocate as well as changes 
in strategy and approach. There is a real risk that responsibility for delivering the 
Department for Transport’s element of these joint PSA targets will be too diffuse, 
undermining performance and accountability. (Paragraph 39) 

14. We are concerned that the fourth indicator of the DfT’s new PSA target, to “deliver 
reliable and efficient transport networks that support economic growth” could result 
in a very narrow perspective on transport investment. We recommend that, when 
allocating investment funds, the Department gives due consideration to factors 
beyond the absolute value of improvements in terms of economic performance and 
growth. It is important, for example, that the Department should take equally 
seriously its supporting role in regional Development PSA targets. (Paragraph 40) 

The Department’s impact on economic growth and productivity 

15. The continued failure to deliver on road congestion targets, especially given the 
modest nature of the target, is very disappointing. The Department has very little 
time to reverse the trend towards ever more serious delays on the strategic road 
network. In order to do so, the improvements cited by the Department, such as 
enhanced Incident Support Units (ISUs) and improved road-works management, 
will need to be implemented very quickly and efficiently. The problem is likely to 
become more significant, as two of the four new PSAs relate to congestion. 
(Paragraph 45) 

16. We note that little progress is being made with regard to road pricing. There is little 
evidence to suggest that local authorities have the appetite for submitting the 
necessary bids and securing TIF support. We have previously noted that local road 
pricing schemes cannot be effective pilots for a national scheme. We therefore 
recommend that the Government re-examine its policy with respect to national road 
pricing. (Paragraph 50) 

17. We are deeply disappointed by the lack of progress on lorry road user charging. In 
the absence of a national road pricing scheme for the foreseeable future, United 
Kingdom hauliers continue to pay towards the cost of maintaining the infrastructure 
while their foreign competitors generally make no such contribution. This situation 
is highly unsatisfactory and has been going on for far too long. The Department 
must act to level the playing field between UK hauliers and their overseas 
competitors. Since a national road pricing scheme remains a distant prospect, we 
recommend that the Department revive its plans to set up a lorry road user charging 
scheme as soon as possible. (Paragraph 52) 

18. The failure to achieve the target for punctuality and reliability on the railways 
suggests either that the Department is not sufficiently pro-active in driving up 
standards among train operating companies and other partners, or that it does not 
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have the means to compel operators to get this sorted out. Whichever is the real 
problem, the Government needs to act promptly and decisively to ensure that 
passengers get the level of reliability and punctuality they deserve. (Paragraph 55) 

19. The Department should clarify the time-frame in which it will make a decision over 
the high-speed rail link to Birmingham. We understand the logic of the Eddington 
report which suggests that now is not the right time to make this decision, but given 
the long lead time for any major engineering works, we believe the Government 
needs to commit to making a decision by 2010 at the latest. (Paragraph 56) 

The environment 

20. We are not convinced that biofuels will make sufficient impact on UK emissions 
within the time-frame envisaged by the Government. There are significant issues 
over the use of first-generation biofuels in transport, not least of which is the risk that 
they might cause as much carbon emission as conventional fuels, once all factors are 
taken into account. Other, significant risks relating to biofuels, in particular their 
impact on food prices, also need to be addressed before biofuels can be seen as a 
major element in efforts to reduce UK greenhouse gas emissions. It may well be that 
second-generation biofuels, produced from the non-edible parts of food crops and 
non-food plants, can address some of these concerns, but it is still early days. It is a 
matter of concern that the Department currently has no plans to assess the risks of 
first-generation biofuels in the short term. (Paragraph 62) 

21. We are concerned that the Department is not giving sufficient weight to the issue of 
climate change adaptation, both with regards to planning decisions and maintenance 
funding. Greater clarity and coordination is needed in this area. (Paragraph 63) 

22. We recommend that a target for the Department to improve air quality be reinstated. 
(Paragraph 65) 

23. We would welcome any information the Department can give us concerning their 
plans to enhance the provision for cyclists. We assume such plans are being made 
given the DfT’s stated objective of being a ‘green’ department in the lead of the 
struggle against climate change. (Paragraph 66) 

Enforcement 

24. We congratulate the department on its achievement of its road safety PSA target. We 
are pleased to note that the Department has also met its added objective of tackling 
the significantly higher incidence of casualties in disadvantaged communities. 
However, we are concerned that the 2007 Comprehensive Spending Review (CSR) 
failed to include a target in this area for the period from 2008 onwards. It is essential 
that there is no let-up in effort in this area of great public concern. (Paragraph 67) 

25. The growth in VED evasion is cause for concern. It is not so much the lost revenue—
though that is a problem that the DVLA should be making every effort to tackle—
but the apparent growth in the number of motorists whose vehicles are neither 
registered, taxed, insured nor roadworthy that is a serious concern to us. The 
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removal, in March 2007, of a specific target for reducing the size of this group of 
illicit road-users was clearly an error and we recommend that such a target be 
reinstated immediately. (Paragraph 72) 

26. We are also concerned about the Department’s significant over-estimation of the 
scale of VED evasion among motorcyclists, which calls into question the reliability of 
all the Department’s VED evasion data. We recommend that the Department review 
the systems it uses to estimate evasion rates. (Paragraph 73) 

Conclusions 

27. The Department has made some progress in addressing its major objectives, but the 
overall picture is disappointing. It now appears likely that only one of the PSA targets 
from the 2004 Spending Review will be met, even though some of these targets were 
not especially onerous. This does not inspire confidence that the Department will be 
able to use its additional resources to meet all of its new targets. (Paragraph 74) 

28. The Department for Transport needs to be clear about what its main priorities are, 
taking into account the diverse recommendations of the Eddington and Stern 
reports, as well as its new targets and goals. We would welcome a more consistent 
and coherent set of targets which state clearly what the Department’s priorities are 
and will enable more rigorous, objective measurement of its progress in meeting 
them. (Paragraph 75) 
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The Committee divided. 
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Paragraphs 51 to 75 read and agreed to.  

Resolved, That the Report be the Seventh Report of the Committee to the House. 

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

Ordered, That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134. 
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Chairman: Members having an interest?
Mr Clelland: I am a member of Unite.
Chairman: Gwyneth Dunwoody, ASLEF.
Mrs Ellman: I am a member of Unite.

Q1 Chairman: I think Mr Stringer is a member of
GMB and Amicus. Secretary of State, you are very
warmly welcome this afternoon. We value our
session on the departmental report, as you can
imagine, because after all it covers so much not just
of the policy but also the emendations and the
various changes that have taken place in the
department’s work. Firstly, can you identify
yourself for the record and I will ask you then
whether you want to say something to begin with.
Ruth Kelly: Ruth Kelly, Secretary of State for
Transport. I am delighted to be appearing alongside
my Permanent Secretary, Mr Robert Devereux. I
thought with your permission I would just say a very
few words at the beginning of the session to set the
scene.

Q2 Chairman: Please do.
Ruth Kelly: First, I am determined as a new
Secretary of State in the Department for Transport
that the Department for Transport continues to be
an economics department. As Sir Rod Eddington’s
report argued, a well functioning transport system is
vital to the continued success of the UK economy
and our quality of life. We have to ensure not only
our continued investment in the system but that all
our policies in the department underpin transport
system that continues to support the UK’s economic
prosperity. I am also very clear that another
fundamental goal of transport policy should be to
ensure that the transport sector plays its proper role
in our fight to address climate change. Professor
Nick Stern argued that this does not have to be an
either/or choice, either an economics department or
a green department. It is possible to be both and I
agree. A well designed strategy can support
economic growth and tackle carbon emissions. We
need to get the prices right to cover the environment
and the congestion costs of transport. We need to
encourage technological innovation and we need to
promote behavioural change as well as being smart

about our investment decisions. If we can do all of
those things, then we can support I think people’s
desire for increased mobility whilst at the same time
reducing carbon emissions. Thirdly, I am absolutely
determined that we have a real focus on the user in
everything that we do, on the passenger, the people
that really matter. We have to understand the needs
of passengers in relation to rail, bus, aviation,
international and domestic freight transporters. Our
policies right across the board should be to improve
the experience of every part of the passenger’s
journey and to do that we need to understand the full
end to end journeys from the moment the user of the
system leaves their home until they arrive at their
destination. As we go through the next few months
and I hope beyond, I hope to publish for example a
transport framework which responds to both
Eddington and Stern, but also to publish some
analysis of the end to end journey time that was
identified as a priority for Eddington.

Q3 Chairman: That is extremely helpful, Secretary of
State. I am sure this Committee would say more
power to your elbow if you can succeed in getting all
sectors of the transport committee to respond to the
needs of passengers on an end basis. I think miracles
will never cease. I want however to start oV by
drawing your attention to the fact that, like all good
Civil Service documents, your review which has been
very elegantly produced has occasionally fallen prey
to the habit of using lots and lots of acronyms and
initials. Because we are dealing with the general
public, I am sure you will forgive me if I ask
everybody to spell out the full titles they are dealing
with. Why have there been rather subtle changes
between the objectives? Under these new
arrangements you seem to have one public service
agreement and four departmental strategic
objectives. It also says that you contribute to the
public service agreement for other departments.
How are you going to priorities all these diVerent
things?
Ruth Kelly: First of all, I share your absolute hatred
of acronyms. If I find any I am determined to stamp
them out, so we share a common starting point at
least. On the new PSA frameworks which have been
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determined across government, the idea behind
those was to move from a system in which we had
very, very many PSA targets—in transport we had
seven—to one in which we really focused on the
cross cutting PSAs across government. The
department’s objectives and strategic delivery plans
focus on what it ought to do to achieve those cross
cutting objectives. In the new world, where there are
fewer targets and we do focus on those, the
Department for Transport has only one PSA in
which it is in the lead. Beneath that PSA there are
four indicators that also contribute to other PSAs.
For instance, one on climate change which is shared
with Defra, one on child safety for instance where it
would naturally be put in the safety programme,
where we can continue to address those issues which
we think are of fundamental importance. It is right
I think that we try and narrow down the PSA
framework and single out those areas where real
cross-departmental cooperation is important.

Q4 Chairman: What priorities are you setting?
Ruth Kelly: The first priority is the lead PSA for the
department, that we should deliver eVective, reliable
and eYcient transport networks that support
economic growth. Under that we have our journey
times onto main roads and into areas which already
exist in our current PSA framework, the journey
time reliability on the strategic network which also is
reflected in our current PSA framework, a new
priority for a rail network which I think is of real
importance and was identified by Sir Rod Eddington
in his report, which is capacity and crowding on the
rail network while of course insisting on increases in
safety and performance in the recent HLOS
framework. The new priorities, capacity and
crowding, are singled out and alongside that a
renewed focus on, as Sir Rod Eddington himself
said, listening to the numbers as well as to the people
which means improving the way we do our benefit
cost ratio analysis and really focusing on those areas
of investment which we think will have the
maximum impact on people.

Q5 Chairman: Have you found out from the
supporting departments and local authorities how
they are actually going to use their budgets to assist
your department in achieving its new public service
agreement?
Ruth Kelly: We do have a joint target, for instance
climate change, which we share with the Department
of the Environment. It is very clear that to meet not
only our Kyoto objectives or to make progress on
our Kyoto objectives but beyond that to meet the
targets that have been negotiated in the European
arena transport will have to play into that and make
sure that the transport sector contributes to our
overall goal of reducing climate emissions by 60% by
2050. Defra clearly has its part to play. I do not think
it would be right to single out particular parts of its
budget which go towards that end. In a way,
everything that we do has to be done in such a way
that it is likely to contribute to that overall objective.
It is a diVerent way of thinking about what our cross

cutting objectives are rather than singling out a bit
of our budget which goes to support any particular
one.

Q6 Chairman: Have you been consulted by the
Department for Business, Enterprise and
Regulatory Reform, DBERR, on your public
service agreement 7?
Ruth Kelly: Public service agreement 7 is the climate
change PSA.

Q7 Chairman: You have said for example that you
will publish a response to Eddington later on in the
year setting out new plans, but you have not made it
very clear what they are. You have also gone on to
list your structure and the changes within your own
structure, the way that you divide your work, but I
think it would be helpful to have had a few more
details about how you expect those new nine areas to
work and exactly what you would expect the
business plan objectives and budgets to produce that
is not produced now.
Ruth Kelly: There are two things here. There is one
about how we change our whole department in
response to the priorities set by Eddington and how
we begin to think about the problems that need to be
solved rather than jumping to the solutions to
problems which may or may not exist.

Q8 Chairman: I may have missed something. Is that
what the department has been doing, jumping to
solutions?
Ruth Kelly: What we have historically been doing, as
I am very sure you know, is looking at the road
programme and identifying our highest priorities
within the road programme, looking at our rail
budget and thinking about what the highest priority
rail initiatives are in any given area and again
looking at our other budgets, local transport
budgets for example, and trying to prioritise the
highest priority areas.

Q9 Chairman: You are not going to do that; you are
going to do something much more broad brush?
Ruth Kelly: What we are hoping to do in the future—
we are shortly going to publish a consultation
document about this—is for instance using the
Eddington framework we have three major
priorities in this country. One is to improve our
inter-urban networks between cities. The other is to
improve our international gateways. The other is to
improve mobility within our cities, to try and think
about what the real problems within those three
broad areas are and, before deciding whether the
answer is rail or a new road or a road widening
scheme, or the answer is somehow an aviation
solution or a tram or whatever transport solution it
may be, think across modes about what the best
solution to that particular problem is. This is
actually a radical departure and it will take many
years to implement comprehensively, but we are
shortly going to issue a consultation document
which will give everybody the opportunity, both to
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identify the problems they think transport can help
solve, and also a new way of appraising individual
projects, looking across all the modes.

Q10 Chairman: Have you consulted with your
colleagues in what I still persist in calling local
government about your public service agreement 20
which is increasing the housing supply?
Ruth Kelly: Yes. We work very closely together. I
can say from my experience as Secretary of State at
Communities and Local Government that while I
was there I was aware of the very close working
relationship between the Department for Transport
and CLG in relation to housing. This has been
happening quite intensively for the last year or so in
quit ea new and joint way. Where for example there
is priority for new houses to be built at a very early
stage of that process Department for Transport
oYcials and CLG oYcials get together and think
about what the best way of delivering those houses
is to minimise the impact on the transport
infrastructure.

Q11 Chairman: You have worked out exactly how
much of your budget you are going to commit to this
new way of working?
Ruth Kelly: That is not how we approach the subject.

Q12 Chairman: If you are working so closely with
the departments, they would have given you an
indication of how much money they expect you to
spend and how much money they expect to spend.
Ruth Kelly: To give you an example, when the first
growth points were identified, £4 billion of transport
infrastructure supported the new housing in those
particular growth points. In future we are going to
have to be even more sophisticated about how we
plan for housing developments. To give you an
example, if you build a new housing development in
the middle of a green field a long way away from the
nearest employment zone, it clearly will make great
demands on the transport infrastructure and it may
require a new road or rail link to be built. If for
example you increase the density of housing around
a pre-existing railway station or railway town,
clearly the requirement on the transport
infrastructure will—

Q13 Chairman: I understand. I think your aims are
excellent. I think you have set them out very well
indeed. I ask you again: you are having these
detailed talks with two ministries. We have identified
two particular public service agreements. What
percentage of your budget and what percentage of
their budgets are you expecting to have committed
to these new projects?
Ruth Kelly: In a way it is using our entire budget to
support those agendas.

Q14 Chairman: All the strategic objectives will be
----?
Mr Devereux: We are talking about things that are
going to be spent in diVerent time frames. The
budget the department now has runs out to 2018. In
respect to what are we spending our budget on this

year or next year, the decisions that we and our
predecessors have made have already got to this
investment in, let us say, preparing for Thameslink
or this investment in a road. It is very, very clear
what that is going to be spent on. Some of the
conversation that you are having at the moment is
about what choices we face five and ten years out
into which we are at the moment putting in place
arrangements for thinking about what the best
solution would be.

Q15 Chairman: As you and I know, in the best
departments even thought costs money. We will for
example want to hear from your side about the
sustained changes that you have brought about, the
economies, the shared services. There are a lot of
things we shall be coming to you for. What I still feel
is, while you have two major public service
agreements, two very specific things: you are telling
us you are looking at it completely diVerently from
the way you have looked at it in the past. We are
saying, “What a good idea.” All I want to know is
are you doing this in an abstract way or in a concrete
way? I am sorry to be boring.
Ruth Kelly: What we are doing is thinking now
about how we can best support housing growth over
the next 10 or indeed 20 years and making sure that
we plan transport infrastructure which best supports
that growth.

Q16 Mr Hollobone: Would the Secretary of State
like to visit Kettering at any point? The local
population is due to increase by at least 30% in the
next 15 to 25 years. The issues which you have just
been discussing about adequate transport provision
are no more relevant anywhere else than in
Kettering. You would be very welcome to come and
see for yourself the very real problems that local
authorities are experiencing in trying to get budgets
lined up to facilitate extra road provision. I wonder
if I could approach this from the other direction.
This is all very strategic. If my constituents were here
reading the report, trying to dissect all the jargon,
what they would say is that for them their transport
experiences are very individual experiences. They
would like to know I think the experiences that you
and your senior oYcial have with regard to the
transport network. Do you for example, Secretary of
State, use public transport on a regular basis?
Ruth Kelly: I am sure you will be delighted to know
that I used the tube at the weekend. I regularly use
the public transport system. I know that Mr
Devereux is a keen cyclist and cycles to work every
morning or most mornings.

Q17 Chairman: Oh dear.
Mr Devereux: It is good for me, I think.
Ruth Kelly: Yes, I do use the public transport system
and I came down on the west coast main line last
week.

Q18 Mr Hollobone: When was your last experience
in having to travel a long way standing up on a train?
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Ruth Kelly: I use the railway service frequently and
you will understand I am absolutely sure that
sometimes that involves standing and sometimes it
involves sitting down.

Q19 Mr Hollobone: When was the last time that you
travelled by bus?
Ruth Kelly: Within the last few weeks.

Q20 Mr Hollobone: And your senior oYcial?
Mr Devereux: I travelled on the bus with a lady in a
wheelchair on Saturday.

Q21 Mr Hollobone: Have you given any thought at
all to giving up your use of your ministerial car?
Ruth Kelly: Quite frankly, I do not think it would be
practical. I have switched to a Prius however to
make the point that it is possible to have a car which
is as environmentally friendly within the ministerial
fleet as it is possible to get. With responsibility for
the government car service, I was also delighted to
know that we have set a target for reducing the car
emissions of the government car service I think—I
will stand corrected—to something like 130 grams
per kilometre, which is leading the way in this area.

Q22 Chairman: What is that in miles?
Ruth Kelly: I will have to defer to my colleague.
Mr Devereux: 160.

Q23 Mr Clelland: I was particularly interested that
the Secretary of State has already referred to public
service agreement target 5 to deliver reliable and
eYcient transport networks that support economic
growth, which the department leads, and public
service agreement seven, improving the economic
performance of all English regions and reducing the
growth gap between regions, in which the
department has a supporting role. It was refreshing
to hear the Secretary of State’s determination to do
better in the department. I know she has only
recently come to the job. I wondered how the
changes she has proposed would impact specifically
on those two targets because they are certainly very
important as far as the north east of England is
concerned.
Ruth Kelly: Developing a transport infrastructure
which supports economic growth and gives a reliable
end to end journey time for the individual passenger
is right at the heart of everything we should do. The
main lesson from Eddington was that we should
be—and we are as a department; I think the
capability review suggests this—using the evidence
to support the decisions that we take. We are as a
department very good at doing that, I understand.
What we have to do I think in future is make sure
first of all that our appraisal system is the best that
it can be. As I was just explaining, we are about to
consult on that. Also, that we think about what is
holding back economic growth in each region, what
are the constraints that could be unlocked by better
transport infrastructure? It is pretty clear for
example in London that transport is a barrier to the
growth of London. It is also pretty clear from the
work that the Northern Way has done across the

three northern regions that they see transport to be
holding back economic growth in a variety of ways.
What we have to do all the time is be rigorous about
identifying the constraints to economic growth and
investing accordingly so as to unlock that growth.
That is why I really welcomed for instance the
Northern Way study and why just recently I
announced that we wanted to look very seriously at
their top priority which was for a Manchester rail
hub which could potentially help the three northern
regions develop more in the future. I have
announced a feasibility study into that going
forward.

Q24 Mr Clelland: So far as the north east is
concerned for instance, it has been well known for 20
years that the road network is inadequate. Indeed,
the last major improvement to the A1 through the
north east was 20 years ago. This is aVecting
economic growth and all of the partners and
stakeholders in the region agree that economic
growth and activity are being aVected by the
inadequacy of the road network. Yet we are told by
the Highways Agency that, despite the fact this has
been looked at for 20 years, we cannot expect to get
a report on what improvements might take place
before 2009 and we cannot expect any substantial
improvement to take place before 2015. If that is the
case, how on earth are these targets going to be met
in the north east of England?
Ruth Kelly: Where there are clear priorities that are
constraining economic growth and we have the
resources to meet those, those are the ones that we
shall prioritise. I think it is right to say that there are
improvements to the A1 network in the north east
which have been identified by the Highways Agency,
as you say, as important to the development of the
north east. If, when they go through that detailed
consideration, they emerge as providing very good
value for money and are one of the priorities to
unlock economic growth in the way that I have just
described, then clearly that is something that the
Highways Agency will want to take forward. I do
not want to put you under any illusions here that we
have lots of money for roads which is currently
uncommitted because quite frankly we do not. It
would be some time before there are resources in the
system which we could commit to a project such as
that.

Q25 Mr Clelland: I do not think we are under any
illusions, Secretary of State. We do not in the north
east region get a good service from your department.
That is generally agreed across the region, regardless
of what statistics you might want to come up with.
Indeed, I think that was confirmed by the
Comprehensive Spending Review when the
Chancellor referred to a number of major road
improvements throughout the country. I think he
mentioned the M1, the M6 and anywhere but the A1
north of Yorkshire. Therefore, we feel that these
targets which look very good on paper do not seem
to apply as far as the north east is concerned, because
we have been told that we cannot expect any major
improvements before 2015.
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Ruth Kelly: We are currently looking at our roads
programme and I think the Chancellor in his pre-
budget report and the Comprehensive Spending
Review made reference to three particular
motorway schemes which are already a long way
down the line and incredibly important to our
national infrastructure to deliver economic growth.
Clearly, beyond that, we have to prioritise
rigorously. If the case is made for the A1, then in due
course that will come into the roads programme but
before that case is properly examined and
determined in the light of the overall priorities I am
afraid I cannot make any commitment.
Mr Clelland: I think the case has been made over
many years. It is just that no one seems to be
listening to it.

Q26 Mr Scott: Secretary of State, you mentioned
about transport in London being a barrier to
growth. As Londoners are experiencing, as I did on
the tube myself this morning, travelling in
conditions that legally we would not allow animals
to travel in, will you step in and perhaps stop this
from occurring, because it is obviously not being
tackled by the current person meant to be in charge
of it, Mr Livingstone?
Ruth Kelly: Are you talking about the tube network?

Q27 Mr Scott: I am talking about diVerent modes of
transport but the tube and indeed some of the
overground services into London.
Ruth Kelly: We are clearly investing very
significantly in London, as we are in other regions,
but I would have thought that you would have
welcomed the recent announcement, not just of the
huge investment in Thameslink but also in Crossrail
which will be in due course the single largest building
project in Europe, if not the northern hemisphere,
and will not only add 20% capacity to the rail/tube
network in London but also relieve overcrowding at
many of the stations throughout London.

Q28 Mr Scott: Secretary of State, I do welcome it but
obviously we are talking a number of years hence
before that comes into operation. I am referring
more now to the ineptitude of the current person
running the transport system in London in the shape
of the Mayor, Mr Livingstone.
Ruth Kelly: I think the best people to judge that are
the voters who did actually vote him back at the
last election.

Q29 Mrs Ellman: In supporting PSA7 looking at
reducing the growth gap between regions, what is the
department doing diVerently now to put that into
practice?
Ruth Kelly: First of all, I think you are talking about
the new PSA framework rather than the one in the
annual report. Under the new PSA framework, you
are absolutely right that we contribute to the PSA on
regional, economic growth. It is absolutely right that
that is separately identified. What we have to do is
identify rigorously and prioritise those investments
where it is clear that transport infrastructure or lack
of investment in transport infrastructure is holding

back economic growth. As we go forward under our
new appraisal regime, we will be looking very
carefully at the evidence and investing in those areas
where it will maximise its impact.

Q30 Mrs Ellman: What are you going to be doing
diVerently to what you have done up to now?
Ruth Kelly: We will be appraising things diVerently
and I am just about to issue a consultation paper on
how we do those appraisals which will take into
account the impact on economic growth. It will also
take into account the impacts on the environment
and quality of life and equality of opportunity. I
think if you look across the board and you do a
benefit cost ratio, as we call it in the transport sector,
rigorously, it will identify those projects in the
diVerent regions of the UK which will make a real
impact on people’s access.
Mr Devereux: You were asking us earlier about the
budgetary dispositions. One of the things that will be
happening from next year onwards is that the
department will be spending money from what has
been known as the transport innovation fund. That
money includes money that will be spent on cities
outside London and on schemes of national
productivity. The ones we have listed are essentially
all outside London. Things will be being sent which
are directly relevant to growth in areas outside of
London and that will be new in the sense that it is
additional money over and above what we are
spending at the moment.

Q31 Mrs Ellman: I want to turn to bus and light rail.
You have a target of improving bus and light rail
usage by 12%. How do you divide that between bus
and light rail and how is that related to the
diVerent regions?
Ruth Kelly: First of all, the big picture here is that
public transport use is up very significantly across
the country. That is up I think about 12%. Within
that, the majority of the increase in patronage that
we have seen has been on buses rather than on light
rail, although clearly there has been some increase in
patronage on light rail as successful schemes such as
the Nottingham scheme have got oV the ground.
There are plans to go further in Manchester and
elsewhere. What is driving the figures is the very
significant upturn in bus patronage in London but
also in some other parts of the country—I think
Merseyside is one of them—which have also seen
bus use increase substantially.

Q32 Mrs Ellman: How do you approach this? Are
you just looking for the overall increase and, as it
says in the report, some growth in each region or
are you looking at regions where more growth is
needed? What are you actually doing?
Ruth Kelly: We have two elements of this target.
One is a national upturn in bus and light rail
patronage which we have clearly met and even
exceeded. The decline in bus use has been reversed
recently for the first time in decades. The second
part of the target is to see bus use and light rail use
increase in each region. There the target is much
more challenging because there has been a very
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diVerential impact of various measures with the
huge increase in London and in some other parts
of the country, which have been boosted for
example by the introduction of concessionary fares,
will be enhanced further by the introduction of
national concessionary fares from next April and
should be improved also through the measures in
the Local Transport Bill when they become law. I
fully accept that to increase bus patronage and light
rail patronage in every region will be extremely
challenging.

Q33 Mrs Ellman: Some of the authorities quoting
an increase in bus patronage have had that
statement criticised by the National Auditor, by the
Audit Commission. Are you aware of that?
Ruth Kelly: I think we are pretty confident about
our overall figures and I have not personally seen
any information which would cast doubt on them.
We have met the national figures for bus and light
rail patronage.

Q34 Mrs Ellman: Some of the information has been
challenged by the Audit Commission. Were you
aware of that?
Mr Devereux: Is this local authorities’ information?
From memory, the information we have for bus
statistics is collected from bus companies rather
than from authorities.

Q35 Chairman: The information that local
authorities hold, because they have not yet got
quality partnerships, will largely have been given to
them by the bus companies. If you will forgive me
saying so, this is a circular argument. The question
is really quite straightforward. If the National
Audit OYce is not confident that the figures being
used by the department are accurate—and they
have in fact been challenged apparently—do you
make any eVort to check the accuracy of the
information that you are using from the bus
companies?
Mr Devereux: I thought you said it was the Audit
Commission’s doubts about local government data,
not the department’s data in the National Audit
OYce report, just to be clear what the charge is.

Q36 Mr Martlew: Would it be likely that local
authorities will overestimate the bus usage because
they are on a deficit with concessionary fares?
Therefore, I suspect that some local authorities’
figures will be bogus.
Ruth Kelly: There is clearly an issue about getting
reliable data for concessionary fares. It is very
diYcult to determine precisely what is happening
in every local authority area. The figures from bus
operators are more reliable. I also think from
memory that we have looked at this point and are
convinced that the data against which we report the
PSA target is accurate.

Q37 Mrs Ellman: You are satisfied it is?
Mr Devereux: Let us go away and find out.

Q38 Chairman: I am sorry; I may have misheard
you. It is Audit Commission figures. On the other
hand, that does not alter the question of whether or
not you are working on information which is
wholly reliable.
Mr Devereux: I accept that. One of the reasons that
we do use bus company data is because it is very
diYcult to detect individual patronage across local
authority bands. These bus routes come from
authority A into authority B. Just think of your
mets, your districts and unitaries, the consequence
of which is apportioning the patronage by authority,
one more stage of complexity over and above just
counting how many people are on the buses. That is
why essentially we stick with counting people on the
buses. I can see that there is a further issue about
how accurately can authority A know about its own
bus patronage but that is not the way that we have
gone about collecting our data.

Q39 Mrs Ellman: Does the department support new
light rail schemes?
Ruth Kelly: Yes, where they are good value for
money and they show a good benefit:cost ratio,
where alternatives have been considered and they
are shown to be the best way of improving the
transport infrastructure in that area.

Q40 Mrs Ellman: This Committee has looked at
light rail before and we felt there was some hostility
to light rail schemes coming from within the
department.
Ruth Kelly: I do not think that is true. I have thought
about this myself in the last few weeks, as I am sure
you are aware. We very clearly look at each scheme
on its merits. For instance, it is the case that certain
schemes have been incredibly successful and I just
point to Nottingham as an example of that, where
patronage has been good, where it has clearly been
successful in its own terms, where it has provided
very good value for money. There are other tram
schemes. Part of the issue with this is how accurate
initial projections of the cost of the tram schemes
prove to be, where enough work has not been done
at the beginning of the process to illustrate that they
do provide good value for money and a good
benefit:cost ratio to convince the department that it
will be worth investing in them; or indeed, schemes
that have not come top of their own regional funding
priorities. In that case, obviously we would look
sceptically at the figures and make sure that the
evidence base is there to support the scheme before
the department backs it, but in theory light rail
schemes can be incredibly good.
Mr Devereux: It does depend critically on what it is
that the light rail thing is delivering. I think I
remember a CfIT study recently in the last year or so
that acknowledged that. When you have very large
flows of people down a particular corridor, light rail
can be an extremely eVective solution. It is not the
solution of choice in all cases just because you have
people moving down a corridor. You are paying
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more for it and you therefore need to have a much
larger flow of people to make that stand up relative
to alternatives. That is essentially the choice we are
trying to make and there are clearly situations in
which the tram would be the right answer.

Q41 Mrs Ellman: Do you have a specific target on
increasing the usage of light rail?
Ruth Kelly: No. Our target is set as a bus and light
rail target. We want to meet that target in the most
eVective way possible.

Q42 Mr Clelland: Are you familiar with the Tyne
and Wear metro system, Secretary of State?
Ruth Kelly: I have never travelled on it but I am
familiar with it in a diVerent sense.

Q43 Mr Clelland: That is a light rail system which is
extremely popular and extremely eYcient but it is
now coming up to 26 years old. Your department
was given a plan for improving the metro system
some time ago now over the next 20 years. I am
pleased to say—thank you very much—the
department has approved the first stage of that but
that is only ticket machines and barriers. Obviously,
because it is 26 years old, the rolling stock is 26 years
old and all of the infrastructure is 26 years old. When
can we expect a favourable reply from the
department on the rest of the programme?
Ruth Kelly: I am not quite sure whether this is
something that should be considered within the
regional funding allocation, but I understand that it
is. Clearly, if it were prioritised within the regional
funding allocation, it would secure the resources to
do more of the work.

Q44 Graham Stringer: You may not have thought of
this but I would be interested in your answer. The
Chancellor in his statement said that he was going to
shift the taxation of airlines from passengers onto
aircraft which seems sensible in one sense to increase
the loading factor and therefore decrease the
problem of pollution. Have you thought of what
impact that might have on the regions, where you
have intercontinental air services from Birmingham
and Manchester which are always going to have
lower load factors than aircraft out of London?
Ruth Kelly: That is an excellent question. It is one
reason why there is the ability under EU law to have
public service obligation flights for example. Where
a flight does not make commercial sense, it is still
possible to subsidise a regional—

Q45 Graham Stringer: I understand that and I do
not think the Manchester to New York or Chicago
or the equivalent Birmingham flights are ever going
to get public service support. Within the commercial
world, if you change the taxation system like that,
you are going to disadvantage successful regional
airports. If you have not thought about it, I would
be grateful if you would think about it and talk to the
Chancellor about that impact.
Ruth Kelly: Certainly that is one of the issues that
would need to be taken into consideration. The
Chancellor has promised a full consultation on this

proposal before any implementation, not next year
but the year after. It is clearly a consideration that
will need to be taken into account.

Q46 Graham Stringer: I would be grateful if you
would take that over as Secretary of State for
Transport. As well in the same statement the
Chancellor announced that he was going to tax
planes and not passengers. That will mean that the
UK air freight industry will be the only air freight
industry I think in the world that is taxed. I do not
know if you have considered that but again as
Secretary of State for Transport I would like you to
take that up with the Chancellor or tell me that it is
a good idea if you think it is.
Ruth Kelly: There are clearly potential benefits to be
had by moving to a per plane tax. Part of the benefits
might be by extending the coverage of the tax to
previously uncovered areas such as for example
general aviation, so small planes that individual,
wealthy business people fly around the place. One of
the things that the Chancellor will be and is thinking
about in the run up to the consultation—presumably
he should answer this rather than me—is precisely
the nature of what it covers, what the economic
impact will be and what the environmental gain
will be.

Q47 Graham Stringer: I am just asking you to look
at it and if not now, because these are technical
questions, give us answer from a transport
perspective, because I think they are regionally
damaging and damaging to the air freight industry
which already has a disadvantage because the
major hubs are in Brussels and Paris. To follow up
Mrs Ellman’s and Mr Clelland’s question, I was
slightly open mouthed at your answer to the
question of regional disparities. There is something
year zero about those answers, saying that there
would be a feasibility study on the high level
outputs in the rail system. Anybody over the last
25/30 years could have told you, Secretary of State,
that there needs to be a platform 15 and 16 at
Manchester Piccadilly. It frees up a lot of the
northern rail system. What we got at the same time
Crossrail was announced was a feasibility study, so
there is 16 billion plus, whatever it is, on Crossrail,
3.5 billion on Thameslink, almost as much as the
tram system costs in Manchester on setting up the
PPP contracts for the tube and a feasibility study
on rail for the north of England and a new tax to
pay for the trams. As my children would say, is
that fair?
Ruth Kelly: I do not recognise that characterisation
at all. If you look at the Rail White Paper and think
about what we are buying with the funding over
the five years from 2005 to 2014, what we are
buying, yes, is additional capacity across the rail
network; but what we will see with the money is
very significant reductions in overcrowding at
stations like Manchester, Leeds and SheYeld and
indeed CardiV. In fact, it could easily be argued
that people who live in those areas are the main
beneficiaries of the Rail White Paper. It happens to
be the case that it is much cheaper to buy those
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reductions in overcrowding in Manchester, Leeds
and SheYeld than it is in London for a variety of
reasons. The fact is that what we try and do is
spend the money where there is evidence of a
problem, the problem being congestion,
overcrowding, in such a way as to deliver similar
outcomes across the nation. In London it is very
expensive to deliver those outcomes but it is very
important for the regional economy. In other areas
we are clearly adding capacity by buying additional
railway carriages. We are investing in platform
lengthening and incidentally making very
significant progress on overcrowding at those
major stations. If you look again at what is
happening in Birmingham, you will see huge
investment committed in the Rail White Paper to
delivering changes at Birmingham New Street
Station.

Q48 Graham Stringer: I know what is in the
programme. What I am looking at is the absolute
figures which show some interesting things on page
219 of the annual report, where Eddington has also
done some very interesting analysis. They show, as
you would expect in almost any country, higher
levels of public expenditure in transport in the
capital cities. What is unusual about the figures,
Secretary of State, which I think is more easily
illustrated by looking at Thameslink and Crossrail
against the Manchester hub scheme, is that that
diVerence has been increasing. That is unusual if
you compare it to any other European country and
it is unusual if you compare it to the other big
expenditures in education and health, where there
is a bit more spent in London than the rest of the
country but the gap remains the same. Why is the
gap changing so dramatically against the English
regions?
Ruth Kelly: I think first of all we should get this in
proportion. Of an annual budget from the
Department for Transport of the order of £16
billion, I think 2.5 billion goes to London. That is
a significant amount of money but it should be seen
in that context. What we have done and what we
do as a department is, as I said earlier, follow the
numbers. Eddington’s analysis was that we should
invest in those parts of the country where lack of
transport infrastructure is holding back economic
growth and it is not clear that that is the same in
each part of the country. Secondly, where there is
real evidence of a problem. For instance,
overcrowding and congestion. Thirdly, we have to
spend the amount of money to achieve a particular
outcome and it is much more expensive to do so in
London. I would argue that the regions have done
pretty well out of the Rail White Paper. Clearly,
the Manchester feasibility study about a potential
Manchester hub was to enable the evidence base to
be built so that could be considered as a future
priority. That was something that the Northern
Way itself welcomed because the evidence has not
yet been produced which will enable the
government to make a decision on that basis, but
I thought it was a very important piece of work
to do.

Q49 Graham Stringer: I find that breathtaking, if
you say the regions are doing well. I can give you the
detailed figures if you want about the change in
expenditure per capita and there are economic
problems. It really is saying black is white. The
regions are not doing well, Secretary of State. If the
gap is increasing on a per capita basis with London
and it is not increasing in other countries and you say
the regions are doing well, it is an extraordinary
statement and repeating it will not help. The basis of
your statement that there will now be a feasibility
study—the evidence of what is wrong with the
northern rail system; what is wrong with inner urban
transport has been presented to your department
over 20 and 30 years.
Ruth Kelly: I am very sorry that you do not welcome
the feasibility study into the Manchester hub
because personally I thought it was a great thing to
do and could help inform future priorities in the rail
network. One of the reasons why the disparity has
been increasing, as you rightly say, is because of land
prices. Land prices have, as you know, been soaring
in many parts of the country but particularly in the
London area. What we have done is try to identify
those areas where it is transport that is holding back
economic growth. It is not always the case that
transport is the bit of the economy that the
government needs to invest in to unlock that
economic growth. One of the reasons why I like the
work that the Northern Way has done is because it
focuses precisely on that. Where can transport
investment most make a diVerence to outcomes?
That work has informed the priorities that led to the
investment committed in the Rail White Paper but
will also inform our investment decisions going
forward.
Mr Devereux: I know we are characterising this a
little bit but in answer to the earlier question, what
would be diVerent, the proximity of the spending on
the transport innovation fund and Manchester, to
my knowledge, has put a bid into the department for
several billion pounds’ worth of spending designed
on their part to accommodate growth in their city.

Q50 Chairman: I do not think the problem is with the
regions putting in a bid. They have been putting in
bids with increasing desperation for some
considerable time. Nor is it the fact that we have in
the past ten years had more money than in the
previous 20 because we did not get anything in the
previous 20 so it was not too much of a problem. If
you look at 2.18 and you look at the identifiable
expenditure on services by country and region per
head, you see that what Mr Stringer is saying is
correct. This Committee better than any other,
because we have already done studies on the London
underground and Crossrail and a number of things,
has a pretty good idea of what it is that the south east
needs and the south east will get. That does not
answer the point that Mr Stringer and Mr Clelland
raise.
Ruth Kelly: You make a very good point. There was
not any before. In the last six years, local transport
funding to every region has doubled. We are
committing very significant sums of money.
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Chairman: We are not arguing with you, Secretary of
State. Indeed, we are highly delighted and we are
very happy to tell everybody in the world that we
have been getting more money than we got when we
did not get any money. That is not actually, I think,
the point at issue.

Q51 Graham Stringer: You say you will have these
feasibility studies. If you look at the reports this
Committee has produced on trams, you will find that
they are at odds with the statement you made
previously. We found—I think the National Audit
OYce did as well—that the department itself was
part of the problem in putting the costs of trams up.
If you want to read the report, it is there. It is partly
because they did not have the expertise and partly
because of the way they asked for the procurement
of the trams. People in Liverpool, Leeds,
Manchester and Southampton wanted those trams.
The department hindered them and then stopped the
investment when those cities believed it would help
their economic growth. Why are you so sure that you
were in a better place than the people who run Leeds
to know what Leeds wants?
Ruth Kelly: I am not sure because I was not there at
the time, just to make a very straightforward point.
I do not know the whole history.

Q52 Graham Stringer: I mean you collectively as a
department.
Ruth Kelly: As a department, I think and accept that
we have not been very good at engaging early and
properly enough with particular areas about what
they do locally, getting the assurances we need and
making sure the work has been done to the quality
we need early enough, thinking about the nature of
the problem and the best way of solving that
problem at an early enough stage. As I said in my
opening remarks, we will shortly be publishing a
transport framework document which will set out a
new way of looking at these issues which will take
some years to implement because it is a very big
change in the way that we do things, but one thing
that I am very sure of is that there has to be much
more robust appraisal at the beginning of any major
project, which thinks not just about one particular
solution but across the range of potential solutions
to the problem identified, and then either locally or
nationally we should back the one that best delivers
for the people in that area.
Mr Devereux: You characterised the tram problem
as being essentially one to do with the department.
In every single case, the expected cost of these
investments was much, much larger than the number
ministers had previously approved.

Q53 Graham Stringer: That was precisely the point,
was it not? The report showed that the way the
department had asked for the procurement and the
delays they put into it had pushed the costs up.
Mr Devereux: I am not sure that is precisely what the
report says so we may have to diVer on that.

Q54 Mr Wilshire: I have a series of factual questions.
One or two may be better answered in writing. We
will see. I would be content with that. If I can start
with the appendices, page 216, you list staV
numbers. A great deal has been made of the fact—
and I applaud it rather than criticise it—that
numbers of staV are to be reduced and have been
reduced. If you look at the Department for
Transport at the top of page 216, you will find that
between 2000/1 and 2006/7 the number at the centre
has gone down from 5,001 to 1,853. We would
applaud that. It is very tempting to say that that
shows compliance with determination to drive down
numbers. If however you look at the total between
2000 and 2001, you will find that the total was 17,479
and 2006/7 it was up to 18,400. How do you account
for that change? You have reduced it in the centre.
Have you pushed it out somewhere else and
disguised it or is this a real reduction?
Mr Devereux: Can I start with the Department for
Transport sector? If you can read the extraordinarily
small print, footnote one, it says that the figures for
2000/1 and 2001/2 are figures for the DETR and it
proved impossible to the statisticians to disentangle
from that large department the transport element of
it. They are simply the figures that go with that
department. There is a break in the series between
the 4,430 in 2001/2 and the 2,000 in 2002/3 which is
what the footnote says.

Q55 Mr Wilshire: Could I then take you to page 209,
table A2, where my attention was drawn to an
interesting column: “Logistics and Maritime”. I
would be interested to know what logistics and
maritime is and, secondly, when I look at 2004/5 I
notice that you spent 15 million on it. If you look at
the last figure for 2006/7, you see it has jumped to 46
million. That is trebling. What is that item and why
has it trebled?
Mr Devereux: From memory, it is the increase that
we put into the sustainable distribution resources. In
other words, money to support transferring stuV
from lorries onto rail, for example, and support for
other sustainable ways of getting distribution
around. We consciously put more of our money into
that basket and I think that is where it shows up. I
will check it for you.

Q56 Chairman: That covers the Maritime Agency
presumably?
Mr Devereux: I think the Maritime Agency is on
page 210.

Q57 Chairman: The sums of money there are very
considerable. There is a very big peak which then
comes down to 34. We would like a detailed
explanation from you. We will not take it right this
minute but we would be very interested to know
what that means, whether it covers the Maritime
Agency and I would also like to ask you at some
point about Irish Lights, but we will come to that in
a minute.
Mr Devereux: It does not cover the Maritime
Agency.
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Q58 Chairman: We need from you a very clear
indication of what that is.
Mr Devereux: It is on the following page. The
Maritime Coastguard Agency is five lines down on
page 210.

Q59 Chairman: I understand that but I want to know
how much of this logistics and maritime is involved
in the work of the Maritime Agency.
Mr Devereux: I will check. Zero I think is the
answer.

Q60 Mr Wilshire: Page 183, paragraph 11.71, is
where you are reporting on aviation safety and your
involvement in the switch towards European safety
arrangements as distinct from the United Kingdom.
One understands that. There has been, as I am sure
you know, a degree of anxiety expressed within the
aviation industry about European standards being
at risk of being lower than national standards. In
four you say you have been working through our
seat on the management board of the EASA. Can
you assure us that at no point in all of what has
happened during the period of this report that we
now have any lower standards than we used to have
under national arrangements?
Mr Devereux: I think I can. All that has passed to
EASA so far from memory is approval of aircraft
type, the A380. Nothing else has so far passed. I am
well aware of your views that we share about the
importance of EASA having the right confidence to
take anything else beyond what they have already
got and that is exactly what the United Kingdom is
intending to do.

Q61 Chairman: Is there a clear indication they have
a proper budget now?
Mr Devereux: I believe they do. We put a lot of eVort
into ensuring that they have proper business
planning arrangements, budgetary control and also
some growing—
Chairman: As a supplementary to Mr Wilshire’s
question on that, you are aware that EASA, unlike
its predecessor, has increased the costs of
engineering checks on aircraft to such an extent that
it may be many people will try and avoid building
them in. This has been raised by the department. I
am not going to ask you too much about it now but
I have raised this personally with the department
and if it has a direct eVect on safety it will not be
helpful.

Q62 Mr Wilshire: For the next one I cannot give you
a reference because I cannot find it. It is a question
of why I cannot find it because I have looked in your
environment section and your rail section. You are
seeking to improve the environment. One of the
ways is to deal with surface access problems at
Heathrow. Why does not Airtrack figure in any of
your thinking and planning in this report?
Ruth Kelly: It does. I do not know whether it is in this
report and I am afraid I cannot answer that question
but we do see Airtrack as making an important
contribution to passenger access to Heathrow.

Q63 Mr Wilshire: Does that mean that in the next
report we will see a commitment to funding it?
Mr Devereux: At the moment I believe the Airport
Authority is working with Network Rail to decide
exactly what the scheme is and what it would cost.
When we know what it does and whether it is worth
it, we will give you an answer to the question.

Q64 Mr Wilshire: Finally, can I draw your attention
to pages 134 and 135 which are very specific
Heathrow matters? At the bottom of 134, paragraph
8.24, you are talking about modelling work and you
say, “ . . . which we expect to complete in spring
2007.” Have you completed it?
Mr Devereux: We have completed it. It is a
prerequisite for any consultation on development at
Heathrow.

Q65 Mr Wilshire: It is done and ready?
Ruth Kelly: It is done and the full evidence will be
presented in a consultation paper I hope later this
year.
Mr Devereux: It took longer than spring 2007 but it
is done by October 2007.

Q66 Mr Wilshire: In paragraph 8.25 at the top of the
next page you say, “In parallel, we have worked with
BAA.” I believe that to be sensible but I am sure you
will be aware that there are those who say it was
entirely wrong and a matter for judicial review that
you worked with BAA. Are you comfortable with
the fact that you did the right thing?
Ruth Kelly: When I came to this department one of
my priorities was and is to get the department to
work better with outside organisations rather than
be closed to their input in the development of policy.
I see working with BAA and other people who know
what is happening in the Heathrow area and can
provide and help us get the best possible evidence
base as absolutely essential to the development of
good policy and, incidentally, not just at Heathrow
but in any area of policy that the department may
look at.

Q67 Mr Wilshire: You will therefore have looked at
the criticism levied at you and you are content that
you can answer that satisfactorily?
Ruth Kelly: Indeed.
Mr Devereux: The Air Transport White Paper made
perfectly clear that in order to develop propositions
about Heathrow we would have to work with people
who had some of the data. If you think about this
paragraph, it is talking about public road traYc
modelling and what the Airport Authority can and
cannot do with parking, drop oVs etc., is immaterial
in eVect to what happens to road traYc. It is simply
not in the gift of people sitting in Whitehall to say,
“It will work like this.”

Q68 Mr Wilshire: I can only repeat that I agree with
you but there are those who do not and I think it is
important that we address the criticism from those
who think you should not be doing it. Paragraph
8.26 on page 135: “We are planning full public



Processed: 10-06-2008 23:18:04 Page Layout: COENEW [O] PPSysB Job: 384052 Unit: PAG1

Transport Committee: Evidence Ev 11

24 October 2007 Rt Hon. Ruth Kelly MP and Mr Robert Devereux

consultation in 2007.” When are you going to start
it? What form is it going to take and for how long
will it run?
Ruth Kelly: The precise date has not been set yet but
I expect to proceed to consultation later this year.

Q69 Mr Wilshire: It still will be this year? That has
not slipped?
Ruth Kelly: No.

Q70 Mr Martlew: I was thinking what I had to moan
about. I was looking round the constituency and the
A74 between my constituency and the Scottish
border is being made into a motorway. You have
just given the go ahead for a northern development
road and the village called Temple Sowerby on the
A66 has just had a bypass and they have been
waiting 30 years. It was ahead of schedule. I did
come up with something. When you were first made
Secretary of State—I think it was your first Question
Time—I asked you a question about the high speed
link to the north and you were very dismissive of
that. If you look at the Eddington report, while he
dismisses Maglev, he does not dismiss the high speed
train at all. The reality is that we have a capacity
problem on the west coast main line. There will be
some improvements in the future but we do need to
increase capacity. A high speed line is not unusual in
this country because we have got one of course and
the Queen will hopefully be opening St Pancras very
soon. It is a tried and tested type of technology. Why
is your department dead set against a high speed
train to the north?
Ruth Kelly: We are not dead set against a high speed
rail link. It was not the right answer for now.

Q71 Chairman: Half dead set?
Ruth Kelly: Let me explain myself more fully. If you
follow the Eddington analysis, his basic point was
that, as an island nation which is relatively small, we
have pretty good connectivity between our major
cities. You can get from London to Manchester and
back in a day, for example. In other countries such
as France, for example, that is not necessarily the
case. Our basic connectivity is good. The big
challenges that he identified for our system going
forward were capacity and how we meet the
challenge of increasing capacity but also improving
reliability for people. He identified reliability, which
I do not think we thought about nearly enough in the
past, as a really big issue for passengers. It is
something that we intend to correct going forward.
The question is: if you have a finite transport budget
which of course we do, even though we now have the
long term funding guideline in place, what is the best
way to use that to maximise the increase in capacity
and to maximise the eVect on reliability? We set out
a funding plan for five years which I think tackles
those pinch points, invests in the necessary
infrastructure and signalling which will help
improve train frequencies, which puts on additional
carriages, platform lengthening and so forth. As we
move forward to the next period, if the railway
continues to grow as it is growing at the moment,
which is very rapidly after decades of decline, it may

be that a high speed link is the appropriate answer to
that. I am completely with Eddington here. Rather
than jumping to the solution, we should think about
what the actual problem is. If the problem for
instance is the link between London and
Birmingham, we should look at the high speed
option against the road widening option, against
better use of the road network, and think about what
stacks up best in value for money benefit cost terms.
It may be that high speed is the answer but we do not
need to make that decision yet and we will make it at
the appropriate time.

Q72 Mr Martlew: It is the time that worries me,
Secretary of State. I accept that we can overcome the
capacity problems on the railway in the medium
term but a project of, say, building a high speed link
from London to Manchester would take, I would
think, beyond ten years. Can you give us some
indication of what the timescale will be, when that
decision will be taken about how we are going to deal
with the capacity problems of the future?
Ruth Kelly: Again, it very much depends on what
happens to rail growth per se. One thing we are not
very good at is trying to predict what is happening to
rail patronage 10, 20 or 30 years from now, which is
why we deliberately took the view: let us concentrate
on getting the first five year period right up to 2014
and then think again, before the end of that period
clearly, about what the next investment should be. If
rail continues to grow or indeed grows faster than we
predict, it may be that we will need to consider this
for the next control period. What I am not going to
do now is somehow anticipate what is likely to
happen to rail patronage over the next seven years.

Q73 Mr Martlew: When you gave the negative
answer to the Chamber, you have now looked at it
again and it is not being ruled out.
Ruth Kelly: I hope I did not give the impression that
it was ruled out. It did not seem the best use of £30
billion in the first control period, the period of the
Rail White Paper and funding commitments. I think
people often assume that a high speed rail link is
incredibly good for journey times and the
environment. Neither of those is necessarily the case.
The high speed rail link that stops at every station,
no matter what speed it does between stops, is not
going to shorten your end to end journey time that
much. It will be good or bad for the environment
depending on the power source that is used to make
it go.

Q74 Mr Martlew: This is the bit that worries me
about the thinking of the department. You threw in
a figure of £30 billion. Where does that figure come
from?
Ruth Kelly: That is oYcials’ best estimate.

Q75 Mr Martlew: Where will this high speed link go?
Ruth Kelly: I think that is assuming a high speed link
right up to Scotland.
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Q76 Mr Martlew: This is all the way to Glasgow?
Ruth Kelly: In the Rail White Paper we specifically
said that we need to look at the London/
Birmingham corridor if there was a significant
increase in rail patronage.

Q77 Mr Martlew: That would not be £30 billion?
Ruth Kelly: Clearly not. That is why it might be a
more viable option.

Q78 Mr Hollobone: Can I bring you back to the
infamous table A8 on page 218 and draw your
attention to the funding per head for the East
Midlands and the eastern region compared to the
south east and the English average? You will see that
in 2001/2 the figures were broadly the same for all of
those, ranging between £86 to £89 per head. In 2006/
7 the numbers are of course much higher, which is to
be welcomed, but the south east figure has zoomed
up to £198 a head compared to just 112 for eastern
and 145 for the East Midlands. I have two questions
relating to this. One is why has the south east been
moved so much further ahead? The second is why is
the East Midlands and the eastern region going to
see their funding eVectively cut for 2007/8?
Ruth Kelly: Clearly, diVerent regions will fare
diVerently from one period to the next period,
depending on what the most cost eVective
investments are at any one time. I also do not think
this table includes local transport spending which
over that period has doubled in the East Midlands
and has doubled in every region. In the future we
have, as has been done in the last couple of years,
committed to a regional funding allocation process
which is based on the number of people in each
region rather than on any other, more sophisticated
metric. The issue is, I suppose, looking at this that
that is where the problems have been identified and
where the investment has taken place accordingly. It
is very diYcult to read too much into this table
because partly investment in any year will depend on
what the historic investment levels have been,
whether or not there are motorway networks for
example in the region and what the needs are at any
particular time.

Q79 Mr Hollobone: What I put to you, Secretary of
State, is that people in the East Midlands, which is
where I am from, and the eastern region are feeling
huge transport pressures at the moment not least
because these are the two regions aVected
particularly harshly by immigration. How quickly
do you feed into your future funding plans the
figures from the OYce of National Statistics, some
more of which we have had today?
Ruth Kelly: We always use the best possible available
figures from the ONS. For instance, the latest
projections for housing growth will have fed into the
high level output specification for the railways and
of course we use the best figures that are available.

Q80 Mr Hollobone: Constituents of mine in
Kettering and throughout the East Midlands and
the eastern area are concerned about the growing
number of foreign lorries on our roads. It is a

particular issue with regard to road safety which I
did not see any mention of on pages 178 and 179 in
the report. The problem pretty clearly is that in
foreign lorries the driver is sitting on the wrong side
of the cab. When I spent some time with
Northamptonshire police last year—they are
responsible for the section of the M1 which goes
through Northamptonshire—they were telling me
that 70% of the vehicle incidents on the M1 were due
to overtaking manoeuvres by foreign lorries not
being able adequately to see other vehicles on the
road. I wondered why this issue is not important
enough to feature in the report and what steps the
department are looking to take to tackle this
problem.
Ruth Kelly: I understand that one of the measures
that has been taken by VOSA in the last year has
been a trial of handing out what I understand are
called fresnel lenses which help hauliers, whether
they are left or right hand drives, to look and identify
what the potential obstacles or hindrances are on the
road. It has, I understand, also led to a very
significant improvement in safety performance.
That is clearly something that is under current,
active consideration by VOSA and they are also
doing more and more enforcement checks,
particularly on hauliers that are involved in
international journeys where the evidence suggests
that there are more oVences.

Q81 Chairman: The evidence suggests that
enforcement is not happening on foreign lorries and
that large numbers of them, even when they are
stopped, escape. I know the department has made
encouraging noises about it but frankly, since road
safety appears to have disappeared out of your
targets, it would be helpful to know that you are
committed to rather more than making
encouraging noises.
Mr Devereux: Can I come back to the point about it
not appearing? It is just a question of where it is. If
you look at 11.16 on page 173 you will find
references to the changes that have been made in the
Road Safety Act which do change the powers in
respect of this. In respect of what we are doing about
it, you will have seen the PBR of additional
resources for VOSA to do enforcement. That means
there will be more of it than there has been in the
past. The observation that it is still not enough is a
point which we perfectly understand and, as we
think about what we do with our spending review
settlement, we need to think harder about it.
Ruth Kelly: The level of enforcement checks doubled
in the last financial year so clearly this is a current
priority for VOSA and, as Mr Devereux has said, we
will have to think very carefully about whether we
are investing suYcient.

Q82 Chairman: Secretary of State, you will be aware
that all these schemes that we have been talking
about are dwarfed by the cost of Galileo. Do you
have a whole figure for the cost of Galileo?
Ruth Kelly: I do not have the figures to hand but
clearly there would be potential benefits to the EU
and to the UK.
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Q83 Chairman: No. I heard the propaganda. On
page 144 of your report it says, “An EU public
private partnership is being negotiated.” That is no
longer the case, is it?
Mr Devereux: Correct.
Ruth Kelly: Correct, yes. We have come to an end of
the process.

Q84 Chairman: Will the British government actively
push for a decision on the future of Galileo to be
made by the European Council of heads of state in
December rather than by qualified majority vote in
the Transport and Ecofin Councils?
Ruth Kelly: It is something that currently should be
considered by qualified majority vote because the
increase in the cost, which you have rightly
identified, is not suYcient to take it above the
barrier.

Q85 Chairman: We know that, although are you
satisfied that the figures that have been given to you
by the Commission in any way stand up, because we
have in this Committee grave doubts as to the
accuracy of the information.
Ruth Kelly: We are certainly pressing them as hard
as we possibly can for a better cost benefit analysis.

Q86 Chairman: You will not agree that this should
be taken by qualified majority vote in the
Transport Council?
Ruth Kelly: What we want to do is improve the cost
benefit analysis and make sure we have suYcient
cost control in the project and suYcient
management in the system so that we deliver
something which really is of benefit to Europe. We
remain convinced that, given that this is a European
project which will deliver and can deliver benefits,
that is the way forward.
Mr Devereux: My understanding is that the
Commission’s proposals at the moment do not add
up without changing the overall way in which the
Community is financed.

Q87 Chairman: I think this Committee would agree
with you that the figures proposed do not add up.
Mr Devereux: That being the case, some fairly
significant scrutiny has to be applied to this before
anybody can make a decision on it. We are clearly
not in the game of changing the financial
perspectives.
Ruth Kelly: One of the things that we are arguing is
that if there is an increase in cost, which clearly has
been identified, there should be reprioritisation
within the financial perspective rather than the
European Union having to pay more in total as a
result.

Q88 Chairman: What are you going to do if a
qualified majority of finance ministers decides to
open up the financial perspective?
Ruth Kelly: We are currently arguing hard that it
should not. We have allies in Germany. I have
spoken to the German Transport Minister about
this issue for example. I think we are making
progress but we are arguing that it should be within

the current limit under the ceilings of the financial
perspective, that there should be reprioritisation
within it and that there should be clear cost benefit
analysis applied too.

Q89 Chairman: Are there any precedents to the
Financial Perspective of the European Union being
reopened after it has been agreed by heads of state?
Ruth Kelly: I would need to provide you with letter
and verse on that but I understand in exceptional
circumstances it can be.

Q90 Chairman: Would you give us one page which
gives the total real cost, a figure, you know one of
those boring figure bits, what 17% of that would
mean to the British taxpayer, whether or not you are
prepared to take action if it is reopened under
Financial Perspectives and whether, indeed, this
decision will be taken by Qualified Majority Vote in
the transport council.
Ruth Kelly: I will certainly supply you with that
information.

Q91 Mr Leech: During your introduction you said
the Department could be economic and green at the
same time. Tackling congestion is obviously
economic and green at the same time, so why is the
Government so luke warm towards the national
road user pricing scheme?
Ruth Kelly: I will start with the big picture here. I
completely accept the Eddington analysis that if we
do not do anything congestion is likely to rise by
about 25% over the next ten years. We have choices
to make to deal with that. One would be, as he
identified, to roughly times by five the investment in
the roads. We spend about a billion pounds a year,
we would have to spend more than £5 billion to
make inroads into that, and clearly that is not on the
agenda or, Eddington said, we would need to
introduce a widespread road pricing scheme. Now,
even he acknowledged that would take many years
to implement even if a decision was taken but what
he also said, and I have read this with interest, was
that 88% of current congestion is in urban areas and
80% of the projected growth in congestion is in
urban areas. What I think the right way forward is,
is using the money identified in the TIF budget—
Transport Innovation Fund—allows local areas
which want to do so to come forward with
innovative schemes which would combine
significant investment in public transport with
demand management road pricing measures, back
those schemes, see how they develop, have a debate
about how they are developing in public while at the
same time keeping our options open as a
Government with investment in R&D, trialling the
technology which might allow us to do something
more sophisticated were we to choose to do that in
the future. At the moment no decisions have been
taken on whether there should be any other form of
road pricing.

Q92 Mr Leech: One of the proposed arguments for
having these TIF bids and local schemes being
introduced was that it would be a pilot for a national
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scheme. Are you seriously suggesting that a
Manchester focused scheme or a Cambridge focused
scheme will give the Government an indication of
whether or not a national scheme can be rolled out?
Ruth Kelly: We have invited the main urban areas
across the country to come forward with bids. We
have currently received bids from Manchester and
Cambridge, as I am sure you are aware, but there is
no reason why in future we might not receive bids
from other areas such as the West Midlands. The
priority, it seems to me, in the short-term is to try
and tackle the real congestion problems which exist
in the major urban areas in our cities. If we get that
right, if they come forward with innovative
suggestions that we can back as a Government, and
I am not able to comment on the individual bids
clearly that we are considering in this Department,
that will in its own right make a very significant
diVerence.

Q93 Chairman: Secretary of State, I am sorry to
interrupt you. I understand we are very soon going
to have not one vote but four.
Ruth Kelly: Four votes!

Q94 Chairman: I think in those circumstances it
would be diYcult for us to continue, however there
are large numbers of questions about train services,
about port safety statistics, various questions on the
regions which people would like to ask. If I adjourn
the Committee today will you accept that we will
submit a series of questions to you. If needs be I am
going to ask you to come back.
Ruth Kelly: Of course.
Chairman: I am very grateful to you and grateful to
the Members. I apologise. The Committee is
adjourned.
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Chairman: Good afternoon, Secretary of State, and
Mr Devereux. You are most welcome. There is one
bit of housekeeping: members having an interest to
declare.
Clive EVord: Member of Unite.
Mr Clelland: Member of Unite.
Mr Martlew: Member of Unite and the GMB.
Graham Stringer: Member of Unite.
Chairman: ASLEF.

Q95 Mrs Ellman: Member of Unite.
Ruth Kelly: I am a member of Unite too, Chairman.

Q96 Chairman: Thank you. We are happy to record
your membership, Secretary of State, but I think you
can be said to be above the fray, or at least we will
see! Of course, this is a continuation of our previous
session. Do you want to say anything before we start
or may we go straight to our questions?
Ruth Kelly: I am happy for you to start with the
questions.

Q97 Chairman: Your department has changed its
strategic objectives twice in the last year. Has this
really created a change in real output levels?
Ruth Kelly: Clearly we have a renewed focus with the
Eddington report. We now have five goals that we
are trying to meet. We are prioritising alongside the
economic target the climate change target and three
others, recognising the importance of security and
health and safety, but also equality of opportunity.
I am not sure if that is what you are referring to but
clearly I think this is a much better way, a more
explicit and transparent way, of trying to think
through what the appropriate way of appraising
projects is taking into account all those other factors
alongside the economic.

Q98 Chairman: The Department was restructured
originally when you had four objectives in January
2007. Have you restructured again to meet five
objectives in October 2007? Let me ask Mr
Devereux. Have you restructured?
Mr Devereux: In April 2007 we changed the
responsibilities of the senior staV better to align
them with the work that Sir Rod Eddington was
recommending to us. The strategic objectives of the
Department are set by the Treasury and are recorded
in the Annual Report.

Q99 Chairman: Has it been eVective?
Mr Devereux: I can point to the review that was done
under the auspices of the Capability Review that was
organised by the Cabinet Secretary, who was
positive about the change in direction and the
consequence for a greater focus across the
Department on joining up issues across diVerent
transport modes. The old criticism of the
Department was that we were very modally
organised and consequently decision-making was
not as good as it might have been was the challenge.
That is what we were told.

Q100 Chairman: You said in response to the
Capability Review that the Department needed to
achieve two goals by the end of 2007: the creation of
an eVective board; and a clear leadership standard
across the Department and its agencies. Have you
done that and have you achieved that goal?
Mr Devereux: Yes to both. What I actually said was
that we would do eight things before Christmas and
you have chosen the two with the strongest
leadership.

Q101 Chairman: I was just basing it on your
response and on the Capability Review’s assessment
that said you have strong performance in all of the
ten assessment areas.
Mr Devereux: I think we are talking at cross-
purposes. The Capability Review itself assessed us
against ten areas and we did indeed get strong
assessments in four of those. As a consequence of
their assessment, the Department then put work in
hand to improve further. We decided to organise
those initial improvements under four headings.
One of those was leadership and they are the two
actions which you have just picked on there. In both
cases we have made progress; that is my own
assessment but also the reassessment of the review
team who have just recently been back in to have a
six-month assessment of the Department with the
Cabinet Secretary.
Ruth Kelly: My Permanent Secretary, Robert
Devereux, and myself have been working quite
closely on this because—

Q102 Chairman: We hope so, Secretary of State. It
would be very embarrassing if he did not tell you
anything.
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Ruth Kelly: Indeed, that was just four weeks before
I became the Secretary of State and some of the
issues that arose in the context of the Capability
Review were ones that were very clear to me on
joining the Department. For example, while the
Department’s very strong analytic input uses
evidence extremely robustly and well, it was not, I
think, as outward looking as it could have been, both
within Whitehall and liaising with other government
departments but also with people out there in the
real world who wanted to engage and indeed have
input into the policy formulation. Following both
the Capability Review and Rod Eddington’s
analysis, which suggested we should be less modally
focused and look across modes to try to identify
what the problems were before we jumped to
conclusions, what we did was reorganise both the
ministerial team as well as the management team in
the Department. For instance, Tom Harris is not
just the Rail Minister, he looks at national networks;
Jim Fitzpatrick looks not just at aviation but also at
ports policy and international networks; and then
Rosie Winterton is able to take a view on how all of
these things come together in particular places. That
was the sort of framework that Eddington envisaged
and I think it will also help us fulfil some of the issues
that were identified in the Capability Review. The
initial feedback, as Mr Devereux has said, from the
Capably Review team is that while the Department
was in a strong position, actually it has been
improving since then too.

Q103 Chairman: What did you do about the Nichols
Review of the Highways Agency? What did you do
to implement the recommendations?
Ruth Kelly: As you well know, Chairman, this was
a review that was commissioned by my predecessor,
Douglas Alexander, while he was Secretary of State
for Transport after it had become apparent that cost
estimates by the Highways Agency were too low,
given the final budget approved by Ministers on
particular projects. Mike Nichols was asked to do an
independent report and found that over the previous
18 months costs had increased by about 25%; about
half of that he found was due to construction
inflation.

Q104 Chairman: Construction inflation?
Ruth Kelly: Yes, poor estimation by the Highways
Agency of what was happening to costs in the
construction industry. In other words, this was not
to do, as it were, with poor execution or construction
of projects.

Q105 Chairman: No, it was just that they could not
add up.
Ruth Kelly: It was about poor estimation of what the
costs were likely to be. He also found that some of
that was probably inevitable, given the long lead-in
times for particular road projects, which generally
take seven to ten years to come to fruition. He also
identified in the report that there were several things
that we could undertake to strengthen the analytical
capacity of the Highways Agency to bring in high

level commercial skills to reform the governance of
the Highways Agency, all of which I think you will
find have been done over the past year.

Q106 Chairman: Do you want to add to that, Mr
Devereux?
Mr Devereux: Can I come back on the “cannot add
up”? The long run trend in construction inflation is
pretty much in line with the long running trend in
inflation in the economy as a whole and the estimates
that Nichols was looking at had been constructed on
a pretty standard 2.5%—

Q107 Chairman: Mr Devereux, you misunderstand
me. I will make it much simpler for you. The
Highways Agency deals with both the commercial
industries that are carrying out their contracts and
with the public sector all the time. They do not just
occasionally light upon someone to whom they gave
a contract seven years before. Therefore, the
suggestion that they were unable to get their
calculations right by what I regard as quite a
considerable amount, I would have thought would
give rise to some worry. Whilst I might be unkind by
saying it was because they could not add up, I was
really making the point that they are, after all, the
professionals. They are dealing with this all the time.
They have constant contracts in place. Yet there is a
diVerence of over 25%?
Ruth Kelly: If I could just make the point, first of all
Mike Nichols was very clear, and if I could quote
from him for a moment, he said that you will see the
report is not saying that the Agency is paying more
than it should do for its schemes. So he was quite
clear that this was not about the construction of
roads once they had reached, as it were, the stage of
construction.

Q108 Chairman: Secretary of State, you have made
that point. He was saying that, nevertheless, they
had got the figure wrong by a considerable margin.
Ruth Kelly: That is precisely the point that we have
been addressing over the past year. One of the ways
in which we are addressing that is by making sure
that the Department for Transport itself has a much
more clearly defined role in relation to these projects;
secondly, making sure that money that—

Q109 Chairman: What does that mean exactly? I
would have thought if you employed somebody and
gave them the contract and told them what to do
that that was reasonably clear but perhaps I
misunderstand.
Mr Devereux: There is a big diVerence, which Mike
Nichols had some trouble trying to explain, between
whether or not, once a contract has been let, it is well
managed. On that basis he was saying that the
Highways Agency does a good job as against the fact
that we are historically chosen to announce that we
are doing a scheme probably seven to eight years
before the contract is actually let. At that point, we
have historically had a practice of having
extraordinary daily spot estimates of what it is going
to cost. Those estimates, as I was trying to describe
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earlier, done five or six years before a contract can be
let, were done on the inflation side on a 2.5%
assumption, which is the long run cost.

Q110 Chairman: Surely that is what the public sector
over a series of departments does? You are not
telling me, particularly in transport where the speed
of change is glacial, that this is an unusual
procedure?
Mr Devereux: No, I am not saying it is an unusual
procedure. I was trying to describe how it is that they
arrived at inflation assumptions which were not very
sophisticated. That is the position that has pertained
for some years. What we have now done is move on
to the position where we are using better estimates
for that.
Chairman: I am sure we are all delighted to hear the
Highways Agency has now become sophisticated.

Q111 Mr Clelland: I am a bit concerned about the
possible eVects of these cost overruns. I noticed in
three schemes in the south-east involving the A21
and the A23 that the cost overruns are something of
the order of £140 million. That is money that those
of us who live in the north-east would dearly like to
see spent in our region. We still feel that we get a raw
deal in terms of highway spending in the north-east.
How are these cost overruns going to aVect regional
funding allocation or are they going to aVect
regional fund allocation in the future?
Ruth Kelly: There is a major piece of work which is
happening at the moment within the Department for
Transport and the Highways Agency which is
making sure that we have robust assessments right
across our roads programme, so going back and
looking road by road at how the estimation was
done, making sure that is on the best possible basis
and working out, as it were, how much we can aVord
to commit as an investment to roads over the next
number of years. That work is currently ongoing. I
hope to be in a position within the next few months
to make a definitive statement about where we are on
costs, which roads we are committed to see being
delivered over what timescale going forward. I hope
that you will have confidence in the figures and that
regions like the north-east feel that they are being
treated fairly.

Q112 Mr Clelland: Given the overall expenditure of
your Department as it is distributed nationally, do
you feel it is distributed on a fair and reasonable
basis, given what some of us feel is the over-
concentration of spending in the south-east of
England to the cost of the rest of the nation?
Ruth Kelly: To take your point on the regional
funding allocations, that is allocated on a per capita
basis, which I think most people would consider to
be fair. I understand there are fewer people living in
the north-east, but it is at least a reasonable way I
think of allocating funding. We have always said
that if the regions want to come forward with an
alternative formula on which they can agree, then we
would consider adopting that and allocating funds

through the RFA programme, but at the moment
that seems to us to be the fairest and best of
allocating resources.

Q113 Mr Martlew: Secretary of State, you have said
that you are looking at the situation because of the
cost implications. Are you saying really that you will
be coming forward with proposals to knock some
roads out of the building programme?
Ruth Kelly: I have not said that, Mr Martlew, but
what we do need to do is have a rigorous look at
figures, be clear about what we can aVord and what
we cannot aVord, and then make decisions on that
basis.

Q114 Mr Martlew: The logic is that if the costs have
gone up more than you thought, then you are going
to build fewer roads unless there is more money?
Ruth Kelly: We are also looking at other innovative
ways of making better use of the road network; for
instance, using active traYc management, which I
think I talked about to this Committee at the last
hearing, and trying to use innovative techniques to
add to capacity. What we are looking at is one
element of the roads programme not across the
board at what we will be able to do.

Q115 Mrs Ellman: Your Department’s agencies
have lost a considerable amount of personal
information, including details of three million
candidates for the driving theory test and the DVLA
has lost the personal details of 6,000 people, which
appear to have been lost in the post. What are you
doing to safeguard personal information?
Ruth Kelly: You are absolutely right to intimate that
people should be aVorded the best possible
protection of their personal data that we can. As I
outlined in my statement to the House just before
Christmas, I have set in train a number of
procedures, which have since that point come into
eVect. For instance, we are ensuring that bulk
transfer of data where it is necessary is done by
point-to-point transfer using a secure courier, so
that things are not sent through the post.

Q116 Chairman: Are you using the Department’s
own state secure system?
Ruth Kelly: We are using the government’s car
service but also other secure couriers. There are a
number of other measures that we are taking. For
instance, DVLA is merging two databases: the one
held in Swansea as well as the one held on Northern
Ireland. When those databases are merged, and we
are trying to accelerate that process, clearly that will
reduce the vulnerability to data loss. We are
accelerating plans for data to be transferred
electronically wherever that is reasonable and cost
eVective. That too will reduce the risk associated
with the physical transfer of data by disc, tape or
hard drive. My Permanent Secretary, Mr Devereux,
has also written to all senior staV within the
Department and its agencies reminding them of their
obligations under the Data Protection Act and the
Permanent Secretary has asked that all laptops
which hold personal information that are not
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encrypted not be taken out of a secure area. There
are a number of measures that have come in since
that point which I think will make the protection of
personal data more secure, all of which are
appropriate, may I say to the Committee, at least on
an interim basis while we await the final conclusions
of the Cabinet Secretary’s report. What we are doing
is considering these issues together with other
government departments and agencies right across
government to make sure that we have in place
systems which really do put the protection of
personal data foremost.

Q117 Mrs Ellman: What is the statutory position for
data held outside the UK’s jurisdiction?
Ruth Kelly: If personal data is held outside the UK
it has to follow the principles of the Data Protection
Act. Under one of the principles of the Data
Protection Act, if I remember that correctly, there is
provision for information to be held outside the EU
but only where there is a safe harbour, what is
termed in the jargon as a safe harbour, so that we can
be assured, as far as it is possible to do, that there are
processes in place to hold and maintain that data
securely.

Q118 Mrs Ellman: How much information is
actually held by contractors outside the UK?
Ruth Kelly: As far as I am aware, there is only one
contract which holds significant amounts of
personal data overseas, and that is the contract
which the Driving Standards Agency lets through
Pearson. The back-up information is being held in
Iowa.

Q119 Mrs Ellman: Have there been any problems
with that of which you are aware?
Ruth Kelly: Not apart from the problems that I
reported to Parliament.
Chairman: Apart from the fact that they lost the
data.

Q120 Mrs Ellman: Is that issue considered when
contracts are given out?
Ruth Kelly: It is and indeed the fact that the data
protection principles have to be followed is
considered by the agencies when drawing up
contracts for third parties.

Q121 Mrs Ellman: Is the risk factor of information
held by outside contractors?
Ruth Kelly: It is. The Data Protection Act, and I read
this at the time and I am trying to recall from
memory here, is very much based on the risk to
personal data.

Q122 Chairman: Why was the contract then framed
in the way that it was? If the use of overseas sites
must be an element, why was it allowed to go ahead
in the way that it did?
Mr Devereux: I am not sure that I agree that just
because it is abroad makes it necessarily more risky.
That was the observation.

Q123 Chairman: We do certainly seem to manage to
lose quite a lot in this country too. Mrs Ellman was
asking you if it is an element in where you award the
contracts.
Mr Devereux: We have said “yes” to that. I thought
you were asking me why, if I was assessing risk, I did
not automatically assume that if it was foreign it
would be bad. I think the answer to that question is
that that would not be a risk judgment.

Q124 Mr Wilshire: Following on from that,
although there was no financial data involved, are
you aware that any individual has had reason to
complain to you as a result of those losses about a
problem that has been created for them?
Mr Devereux: No

Q125 Mr Wilshire: If there is to be a problem for an
individual, what redress will they have because you
cannot, as I understand it, sue the Crown for
damages, can you? If somebody does suVer a loss of
some sort, what redress will they have against you?
Ruth Kelly: I think it is worth reflecting for a
moment on the type of data that was lost in this
incident, which was name, address, telephone
number and in some cases an email address. There
were absolutely no pieces of financial information at
all. Indeed, they were stored separately to the
personal information that I have just outlined. There
was some other information about the test centre in
which the test was taken and so forth, but it is
diYcult to see, how any data is of use to people who
want to use it fraudulently, in this case.

Q126 Mr Wilshire: Contrary to what newspapers are
saying at the moment, I am not a criminal although
I am an MP. If I were to turn my mind to it,
registration mark of vehicle, chassis number, make
and colour: I would have thought an eVective
criminal could find some use that could lead to a loss
by somebody who actually owned the car.
Ruth Kelly: Indeed, and you are referring now not to
the incident in Iowa but to the incident—

Q127 Mr Wilshire: Does it matter where we lose it?
Ruth Kelly: The type of information that is lost
matters, and I was referring to specific information
that was lost from secure facilities in Iowa.

Q128 Chairman: You did say that it was not
encrypted. Mr Devereux, as a matter of policy, is it
now being suggested to the agencies that they should
routinely encrypt things because people will take
laptops out of government departments just as they
would do from any other oYce building.
Mr Devereux: What the Minister said earlier is that
we have indeed asked that all laptops and discs be
brought back into the Department in order that they
can be encrypted for precisely that reason, so that
there is a further safeguard in the event that
something was stolen.
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Q129 Mr Wilshire: Can I come back to my original
question? In the event of somebody suVering loss as
a result of what has happened, what redress do they
have against you?
Ruth Kelly: I think I would need to contact the
Committee with the details on that. That situation
has not arisen as far as we understand it.

Q130 Mr Wilshire: It would be nice to have an
answer before it arises just in case it does.
Ruth Kelly: Yes.

Q131 Chairman: I am sure you will write to us,
Secretary of State.
Ruth Kelly: Those are precisely the sorts of issues
that are being considered across government rather
than just by the Department for Transport in
isolation because clearly issues in the last few
months have arisen for Government. We need to
think about not just how we hold and manage data
and our relationships with individuals and citizens
who trust us but also how that sits in the wider
context.

Q132 Chairman: We are talking today about your
Department and about a specific incident.
Ruth Kelly: Indeed.

Q133 Mr Scott: Can I move on to the issues of
highways? Are you concerned that the Highways
Agency is still failing properly to estimate the costs
of schemes and that the costs are drastically
overrunning?
Ruth Kelly: The measures that we have taken in the
last year are the sorts of measures one would expect
to see in an agency which was delivering robust,
rigorously assessed, well costed plans for roads. I am
confident that the sorts of changes that we have put
in place will manage those risks in the future.
Mr Devereux: Can I come back to the answer I gave
earlier on? From the point at which a contract has
been signed and a commitment has been entered into
by the Government to build a road, the track record
of the agency is good. They are delivering outturns
from memory of within 4% to 5% of the budget and
now they are coming in essentially on time. The
discussion that we were having with Mr Nichols is
how well or rather how badly estimates have been
made about the cost of that contract six or seven
years before it was written. There are two diVerent
things going on here. Do we know what it is at the
start of a long process before it has gone through
group design and before it has gone through the
statutory processes and well before it has the
contract? The question you were asking us is: at the
point at which we have signed the contract, are we
then delivering it later costing a lot of money? There
is little evidence of the latter.

Q134 Mr Scott: Taking that into account, are you
confident that there will be suYcient money
available for road maintenance with these extra
costs which come about?

Mr Devereux: For road maintenance?
Ruth Kelly: The cost estimation of overruns which
were identified in the Nichols’ report was primarily
relating to the cost of building the road, so the road
infrastructure. The road maintenance programme
has been well funded. We have no intention to
change the profile on that.

Q135 Chairman: Some of these increases are fairly
hefty: £40 million to £103 million; £64 million to
£112 million; £40 million to £69.7 million. Is the
money available within the roads budget to absorb
those costs?
Ruth Kelly: We are spending about £900 million a
year on the road infrastructure, which about double
on the Highways Agency.

Q136 Chairman: But they were already committed
presumably? Those are not sums that are hanging
around in your back drawer.
Ruth Kelly: No, they are not. I am clear there are
going to be tough decisions on roads ahead.

Q137 Chairman: So it is quite likely that that
increase, because of the poor estimating and the
overrun, is going to have a major impact on speed?
Ruth Kelly: It is absolutely the case that there are
tough decisions to be made in the round. We will
have to look right across the roads programme to see
what is deliverable within the budget that we have set
aside for the roads programme. I will be looking at
this when firm estimations have been completed,
which I hope will be in the next couple of months,
and then we will make a statement to Parliament at
that time.

Q138 Mr Scott: Secretary of State, over the last few
months and years we have seen flooding; we have
seen more impact on our roads than perhaps we
would have expected. What emphasis is being put on
climate change and the eVect it is likely to have both
on costs and on the type of roads we are putting
down? What are we doing to try to put that into the
process of both the extra costs that may be involved
and what is needed to protect against this?
Ruth Kelly: I know that the Highways Agency is
thinking about adaptation to climate change as well
as dealing with the consequences of flooding and
things which may or may not be related to climate
change in any event. I think they are investing quite
a lot of time in thinking about this issue.

Q139 Chairman: Mr Devereux, are they being very
thoughtful in the Highways Agency?
Mr Devereux: I am sure they are being thoughtful. I
am struggling a bit with exactly how many things
they have done. There are two ways into this. One is
that they have started designing roads well aware of
the climate change risk for an asset that is going to
be with us for decades and decades. The fact that
they now have a traYc management responsibility
on the roads themselves means that they are only too
well aware of which parts of the road flood and
consequently what things might be done to fix it.
They have within their budget from memory of the
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order of £50 million a year for small capital schemes
that would enable them, as it were, to address things
that can be readily put together like looking at
drainage or at slopes. Without going through each
individual item, I cannot tell you exactly how much
each one would cost. They have an obligation, under
the PSA target we began with, to keep the roads
going and therefore it is very strongly in their
interests in Highways Agency to make sure that
those adaptations are made.

Q140 Mr Scott: On the same note, moving on to
maintenance, is the money available because roads
could quite easily be flooding and being washed
away. You would not expect to have to replace them,
so it would not be in the budget but you may now
have to replace them.
Ruth Kelly: Yes, and indeed following the floods
which happened over the last 12 months, of course
my Department has been asked for funds from local
areas to deal with the consequences of that flooding.
I understand that particular areas have come
forward now and are being given substantial funds
on that basis. If there is damage from the flooding to
Highways Agency roads, then clearly we would try
to help them.

Q141 Chairman: You have reduced the amount of
information you ask for, though, have you not?
Ruth Kelly: What we are doing is working with
consultants in local areas to try to ascertain what
damage has been done to the road network. I
understand that firm estimates are coming to us
around now and that we are meeting our
obligations.

Q142 Chairman: If you have no information about
footways, classified roads and road conditions, the
information will not be available nationally, will it?
Ruth Kelly: Chairman, you are talking about local
authority roads. My clear view on that is that we
have the responsibility for Highways Agency roads
and trunk roads but clearly local authority areas
themselves are—

Q143 Chairman: So you do not even want the
information on what local authorities face?
Ruth Kelly: What we are trying to do is encourage
local authorities to take a whole life approach to
their roads. It is clearly not just about what is
happening day to day or whether they want to build
one road or another but they should think about the
maintenance and renewals needed over the life of
those roads as well.

Q144 Mr Clelland: The Secretary of State said earlier
something about the possible eVect of cost overruns.
One of the worst congested roads in the country is
the Gateshead Western Bypass, a road we discussed
before. We have been told that the earliest we can
expect any major improvements to that road is 2015.
That is far too long as far as we are concerned in the
region for that project. Are you suggesting,
Secretary of State, that even that date might be put
back as a result of these cost overruns?

Ruth Kelly: Mr Clelland, I am not suggesting
anything at the moment. I know that you have raised
this issue on previous occasions. This is a very
complex project. The Highways Agency is doing a
lot of work at the moment in assessing what the right
approach to this is. For the short term, the Highways
Agency is investigating measures to improve the
operation of the A1, which I hope and expect is
welcome locally, including for example measures to
improve incident management and so forth, which is
tackling congestion on that section of the road, but
they are also exploring what the right solution is for
the future. Clearly, we will have to make decisions
about that, alongside other road schemes. I am not
in a position today to speak about that.

Q145 Mr Clelland: The date which the Highways
Agency itself has published is 2015. All I was asking
is: are we now seeing, as a result of these cost
overruns, that that might be reassessed and even put
back further?
Ruth Kelly: I am not suggesting that today because
I do not have the information about what the
pressure on the roads budget is, but what I have said
to this Committee is that over the next couple of
months I will be able to take a firm view as to what
roads are being prioritised.

Q146 Chairman: We would like you to give us that
information as soon as you have it available.
Mr Devereux: May I return to the question about
whether we have any information? We have agreed
a set of core indicators for local government right
across national government with local authorities.

Q147 Chairman: And agreed that they should give
you that information?
Mr Devereux: Yes, and two of those are on the
condition and roads, from memory. We are not in a
position where we have given up that information
flow that is available nationally. Each local
authority is reporting on a standard basis on a core
set of indicators agreed with them.

Q148 Chairman: It is a slightly diVerent set of core
indicators from the ones you had before?
Mr Devereux: It is but one of the common
denominators is the condition of roads.
Ruth Kelly: To add to that, I know I have been
lobbied by the Local Government Association
precisely because we are requesting this information,
which they feel is the sort of information that would
best be dealt with locally. In a way, there is no easy
answer to these questions. We need a certain flow of
information. What we do not want to do is
overburden local authority areas by asking for too
much, but we think we have the balance about right
at the moment.
Chairman: Life is tough, Secretary of State!

Q149 Clive EVord: Can you tell us what the
Highways Authorities are saying to you about the
future of road maintenance and improvement? We
saw significant improvements, according to the
NRMCS surveys, between 2000 and 2006. There is
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concern about the amount of increase as in the last
Spending Review 2007. What are the Highways
Authorities saying to you about their ability to
maintain the network in the future?
Ruth Kelly: Local areas always make demands for
more money. I think we would probably expect them
to do that. As far as I understand it, the settlement
for local roads through the CLG budget has been
very generous over the last six years and has been
increased substantially.

Q150 Clive EVord: Briefly, because we have done a
lot on this particular issue, for instance on
construction costs: Mr Devereux, you said that
construction cost inflation was similar to the
economy in general. That is not true, is it?
Construction cost inflation is quite significantly
high.
Mr Devereux: What I said was that the long running
trend is in line, which is what you would expect. It
is a sector that is subject to inflation well above that
sometimes and occasionally well below it as well. If
you are planning over a long period and the
assumption it is in line with the economy it is not a
daft thing to do. In the short period, it is diVerent,
and so you cannot simply assume that road
construction is always going to show more inflation
in the economy, which is essentially part of the
argument put to us.

Q151 Clive EVord: We are not getting to the bottom
of why the predictions six years hence are wrong
because we are not putting real construction
inflation into the costs of building. They are
significantly higher. Oil prices for instance have a
significant impact on construction prices.
Ruth Kelly: They are cyclical.
Mr Devereux: They are cyclical and at the moment
they are high, I agree.

Q152 Clive EVord: What about the fact that we
require highways authorities to borrow money in
order to carry out some of the projects in the future?
Obviously there is concern about the availability of
money for borrowing.
Mr Devereux: The provision that we make to
support local government comes in two fashions.
One is a capital grant from government; the other is
support for borrowing. That is the case on all capital
provisions.

Q153 Clive EVord: There has been no significant
change to put more emphasis on borrowing?
Mr Devereux: No; we have been wondering whether
we would be able to get more done by capital grant
but in practice we have not been able to change it
beyond where we are at the moment.

Q154 Mr Martlew: On the condition of the roads, it
appears that for some reason this winter has been
particularly bad for roads. We have a major problem
in Cumbria. I think it is probably caused by the frost
and the excessive rain. Is that the sort of report that

is coming to you and is there going to be any
supplementary money coming to local authorities to
help them with this problem?
Mr Devereux: The assets we are talking about have
a life of 50 to 60 years. There will be occasional years
when there is a bad year.

Q155 Mr Martlew: Is this year one of them?
Mr Devereux: What you would expect is that with a
consistency of investment by the Government
which, as the Secretary of State said, has been
increasing year on year for road maintenance, local
government would plan to tackle a 50-year
investment properly. This year may well be a bad
year.

Q156 Mr Martlew: I may have put it badly, Mr
Devereux, but you are not answering the question. Is
there a particular problem this year with road
surfaces breaking up?
Mr Devereux: I am not sure.

Q157 Mr Martlew: Could you look into it?
Mr Devereux: I could.

Q158 Clive EVord: Can I move on to the railways?
Above and beyond the High Level Output
Specification, which takes us up to 2014, could you
set out for us what you think the White Paper
provides in the way of a 30-year plan for the
railways?
Ruth Kelly: In the White Paper we have done two
things. First of all, we put aside funds for a five-year
period between 2009 and 2014 and we have specified
in detail what outputs we would like to buy with the
funds committed from the Government. The second
part of the White Paper I suppose was thinking
about what we would like to be able to
accommodate over the next 30 years if the growth
over that period of time to 2014 were to continue. So
we thought that we had in that first period of time
committed suYcient investment to keep all our
options open. We have set out a vision of 30 years
which says that the railways should, if that level of
investment were to continue, be able to
accommodate double the number of passengers than
it does today. We are envisaging a doubling of the
size of the railways over that period and we are
investing suYcient resources now to make that
possible if the demand were to arise.
Clive EVord: If we are going to see a 50% growth in
capacity on the railways, what—
Chairman: It is 100%.

Q159 Clive EVord: If we are going to see 100%
growth in capacity on the railways, what projects do
you think we should be planning for now to ensure
that they are delivered by 2023-2025 onwards?
Ruth Kelly: There are certain things that we clearly
need to think about now and one is the InterCity
Express train which, were the design not to be done
now, we would not be in a position to see those
InterCity Express trains in 2012 and out beyond.
There are other issues that we are trying to identify
and pursue through the Eddington process such as:
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should there be more high speed rail links across the
country. The question we are asking now in the
Eddington consultation process is: what are the
issues that we are trying to solve? Is it congestion? Is
it getting people to work? What are the best ways of
tackling those issues? Is it by conventional rail, by
high speed rail or by more road building or whatever
else it may be, making sure that over the next 12
months we analyse those seriously so that over the
next 12 or 24 months we are able to plan for the sorts
of investment that we might have to make in 2020.

Q160 Chairman: It does not actually say that in the
Rail White Paper, does it? I would have thought that
if your vision was for the next 30 years you would
have said something like that. We are not just talking
about capacity. We are talking about new lines. We
are talking about actually recreating a modern
railway. I do not see that in that White Paper.
Ruth Kelly: What we are not doing now is
committing ourselves to knowing what the answers
are going to be, having done the work.

Q161 Chairman: I accept that, Secretary of State,
but where are the questions? I long ago gave up
expecting answers from government departments
but I do occasionally like to see the questions.
Ruth Kelly: If you roll back the conversation to the
beginning and the opening of this Select Committee
for just a second, what we were talking about was
not jumping to conclusions mode by mode. So we
are not jumping to conclusions on rail versus road
versus air transport or whatever else it may be. What
we are doing is asking ourselves the question: Is
there going to be more capacity needed, for example
in the London-Birmingham-Manchester-Scotland
corridor? If so, what would the best way of meeting
that extra demand be? As it were going back to the
conversation we were having about the Capability
Review, before deciding that we in Whitehall in the
Department for Transport have all the answers to
this, we must make sure that we go out properly and
test our ideas with others and ask for their
contribution to this debate.

Q162 Clive EVord: If we are planning for the
railways of the future, are we seeing an area of
indecision? Let us take electrification. There is some
doubt in the future as to whether alterative forms of
fuel will mean that it is not necessary to electrify the
entire system because we will not be reliant on diesel
engines in the future, but that seems to be increasing
costs because there is less and less demand for those
types of engines. What is the Government’s
approach or what is the Department’s approach to
electrification? Are we going for it or are we hedging
our bets?
Ruth Kelly: This not an either/or answer—either, yes
we should electrify the whole network now, or, no,
we do not have electrification, full stop. What we
have got to do is look at this on a case-by-case basis
and decide whether that is the best use of
government funding now. The immediate priority
that we have identified through the White Paper
process is that what we need in Britain now is more

capacity on our railways and that that is where the
best value for money for the passenger can be
obtained. Separately and before the White Paper
process, Rod Eddington, as I am sure you all know,
looked at the specific question. He basically said that
we have a pretty good infrastructure in place.

Q163 Chairman: I am sorry, Minister of State, I do
not really want to go round the same circuit again.
Mr EVord, forgive me. I think we need a
straightforward question. We asked you why your
Rail White Paper that you say has a vision for the
next 30 years and is very concerned with capacity has
not included anything on modernisation. It certainly
does not ask the question about electrification and,
since there are direct and clear bits of evidence that
aVect that, why are they not in the White Paper?
Ruth Kelly: Because it asks the question first: what
problems are we trying to solve? It is not clear at the
moment what problem electrification is trying to
solve. In five years’ time, when we have in-cab
signalling—

Q164 Chairman: It has been knocking around for
about the last 30 years.
Ruth Kelly:—and when the energy mix nationally
may be diVerent, you could well find that
electrification is very good value for money because,
for example if nuclear were part of the mix, there
would be a serious carbon advantage through using
electrification, once safety issues have been
addressed through in-cab signalling, and you might
find that it was the most cost-eVective way of
running the railways. Today, it is impossible to make
that judgment. What we have got to do over the next
five years is make sure we do suYcient work,
sometimes route by route but we also need to
generate questions, to make sure we are in a position
five years from now to take the right investment
decisions.
Mr Devereux: The Minister has twice mentioned
signalling there. There is an interplay, as I am sure
you know, between electrifying the line itself and
line-side signalling. If you do it in a way whereby you
stick with today’s line-side signalling and put
electrification on to the line, you end up with
substantial electrical costs to protect the signalling
from the eVect of the electricity voltage going down
the line,

Q165 Chairman: As you know, Mr Devereux, the
question of signalling is one that has been absorbing
the railway industry for some considerable time. The
debate is very clear. The railway industry does not
have a problem understanding it. Why does the
Department?
Mr Devereux: I am only making the point because,
given that the question is about getting more
capacity on the railway, and at least we would know
what we are seeking a solution to, if we are going to
get into in-cab signalling, which is people’s
expectation, the cost of then doing electrification
would be completely diVerent if we did it in that
order. The answer to the question why do we not do



Processed: 10-06-2008 23:17:43 Page Layout: COENEW [O] PPSysB Job: 384052 Unit: PAG2

Transport Committee: Evidence Ev 23

30 January 2008 Rt Hon. Ruth Kelly MP and Mr Robert Devereux

electrification, as if that was the only variable, does
not really help you sequence these things in a way
which minimises the cost to the taxpayer.

Q166 Clive EVord: Would it not be helpful if we
knew whether we were going for electrification or we
were not? Can you name another major railway
network that is not investing in electrification? One
of the points that has been made to us is that you can
order and buy the rolling stock, particularly the
engines, oV the shelf under electrification but you
have to have tailor-made engines if you are going to
go for traditional fossil fuel engines?
Ruth Kelly: Take the InterCity Express train, the
work that is happening on that now will mean that
those trains can either run as diesel trains or indeed
under electrification. That keeps our options open
and so if in-cab signalling comes into play, then it
will be quite possible either to convert those
particular trains or to use them elsewhere and to use
trains that are electric trains. What we have tried to
do is keep our options open along the way so that we
take the best value-for-money judgment at the right
time. The simple answer is: we have not ruled out
electrification. It may well be the case that in the next
few years I come back before this Committee and
say, “I think electrification is the way to go”. I could
not say that with confidence today because I do not
know what is going to happen to in-cab signalling; I
do not know what is going to happen to the energy
mix in the country, and clearly how energy is sourced
will influence the impact on the environment; and I
would not be able to make the value-for money case.
There may be particular routes where electrification
does make sense over the next couple of years,
however, but we would look at those on a case-by-
case basis.

Q167 Clive EVord: Are these the reasons why we
have not committed ourselves to a major, 30-year
strategy of investment as we have for aviation and
airports?
Ruth Kelly: The fact of the matter is that there is a
very clear need now for extra capacity. That is
clearly my priority. I think that is the travelling
public’s priority too. In the future, there may well be
a case for widespread electrification. We are not at
that point yet.

Q168 Chairman: You actually mentioned the White
Paper as the vision over the next 30 years. Forgive
me; we are not seeking to be diYcult. You actually
categorised the White Paper as a vision for the next
30 years. If to you it is just capacity, then fine: we
know that there is not any vision. If it is more than
that we ought to know. The questions are not
complicated ones.
Ruth Kelly: With respect, I think the vision term was
yours. What I said is that we set out the funding for
the next five-year period up to 2014 and we set out
a programme which would enable us to double the
capacity of the railways over the next 30 years and
alongside we take the decisions that are necessary in
order to have the space, as it were, to take decisions

on the electrification or on high speed lines and on
other issues at the time at which we need to take
them.
Chairman: I think that has simplified the
Department’s view.

Q169 Graham Stringer: I have one question to
follow on rail. Given that you have said, Secretary of
State, that you are not quite sure where we are going
because all options have to be looked at, do you not
think protecting old lines that are not in use as
railways lines should be part of that cautious
approach to not knowing everything that might
happen over the next five years? Very specifically,
because you answered a question on the floor of the
House last week, can you tell us what your position
is vis-à-vis the Woodhead Tunnel?
Ruth Kelly: I certainly agree with you that if we think
there is a reasonable case to be made that a disused
line should be brought back into use at some point
in the foreseeable future, then we ought to make
provision to safeguard the use of that line, other
things being equal. I know that you have been
interested in the Woodhead Tunnel. I have gone and
looked at this personally.

Q170 Graham Stringer: The tunnel or the issue?
Ruth Kelly: I understand there are three tunnels, two
are old Victorian tunnels and a slightly newer tunnel,
that the National Grid owns these tunnels and that
it is going to lay cables through the more modern of
the tunnels. My Departments has been in contact on
my behalf with the National Grid and they have
informed me that were the business case to
materialise—basically were the demand to
materialise or passenger transport in future—then it
would be possible to use those. The fact that the
National Grid has laid cables in those tunnels would
not preclude their use in the future. That is an
important factor, I think, in any decision. Another
point has been raised, and I shall be completely
honest with the Committee here, about freight. I
know this has been identified by the Northern Way
as a priority. I am currently having a look to satisfy
myself that we have suYcient flexibility in the future
to ensure that any sensible decisions on freight could
be taken.

Q171 Graham Stringer: Do you have a process
within the Department for looking both at old lines
that are not used at the present time or lines that used
to be four-track and are now two-track where you
might be able to bring back one or two tracks to
increase the capacity? Is there a process in the
Department for looking at that?
Ruth Kelly: This is the sort of thing that is looked at
through the High Level Output Specification
process. To give you a case in point, there has been a
big debate in the Department about potential future
demand for passenger use of the train services
between London, Birmingham and the northern
corridor. To rewind slightly, as I was saying, it may
well be the case that if demand continues to grow at
the current rate or indeed exceeds the current rate of
growth, then it would be necessary to have more
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provision for rail on that particular corridor. There
is a disused line between London and Birmingham.
One of the options we might look at in the future is
whether we ought to bring that back into use. That
line has been safeguarded. Clearly those things are
looked at in the round when we are thinking about
what outputs to buy through the Higher Level
Output Specification process. The issue of the
Woodhead Tunnel has specifically arisen because
the Northern Way has identified this as one of its
priorities.

Q172 Mr Clelland: On Woodhead before we leave it,
are you saying, Secretary of State, that the National
Grid are going to lay their cables in such a way as
they would not interfere with the tunnel being used,
or are you saying that they will lay their cables but
there may have to be some alterations if the tunnel is
used after that, which would obviously add to the
cost of bringing the tunnel back into use?
Ruth Kelly: I think there are two possibilities here. It
is either the case that the old tunnels could be used
for rail services or indeed, were the new tunnel to be
needed, then I think those cables would have to be
re-laid. That is one of the issues that I am looking at
at the moment.

Q173 Mr Clelland: So the National Grid would have
to lay the cables in such a way that the tunnel would
be able to be brought back into use without
having—
Ruth Kelly: They have given us the assurance that
their laying of the cables in this tunnel would not
preclude their future use. I am not saying there will
not be any expense associated with that but it would
not preclude their future use.

Q174 Mr Martlew: On disused railway lines, bearing
in mind that most railway lines that are disused have
been out of commission for 30, 40 or 50 years, are
you aware, Secretary of State, that especially in
urban areas—this is heresy to my railway friends—
it actually blights particular areas of cities and stops
development? If we are going to take a decision, can
we take a quick decision on this and can somebody
look at it and say, “Yes, we want to keep that one”
or, “No, we are not going to keep that one”. Just to
keep it in limbo does not help anybody.
Ruth Kelly: I agree that keeping things in limbo is
not good for anybody. What we need to do is predict
future demand—and we know that over a 30-year
period it is very diYcult to do that—but then take
reasonable decisions on the basis of what you think
is likely to happen. If there are particular lines that
you want to draw to my attention, I am very happy
to look at those.

Q175 Graham Stringer: When we had your
predecessor before the Committee discussing the
Open Skies Policy with the United States, he seemed
surprised that we thought that there might be an
impact on regional air services and services to
Scotland. The Times says today that prices are going
up at Heathrow; for smaller planes I think it is by

85%; and that a number of routes to regional
airports are likely to be lost. Do you accept The
Times report and what will you do about it?
Ruth Kelly: I have read The Times report. I have not
had a chance to inquire about its contents. It is
important, I think, as you rightly identify, that we
maintain regional air services. I know some of you
say and argue that all domestic regional services
could be replaced by train services; I do not accept
that. I think people should have a choice.
Heathrow’s competitiveness is being maintained
and hopefully will increase because of its status as a
global hub. Heathrow operates commercially and it
has to be able to take reasonable commercial
decisions based on its ability to operate as a global
hub. The Open Skies agreement is a huge
opportunity for Heathrow to try to develop its hub
operations so that it can have more long-haul flights
but it is not clear to me whether that means more or
fewer short-haul flights. At the moment the issue is
capacity and it is operating at 99% capacity. Were
there to be greater capacity, it could easily be the
case that it could have both more long-haul flights
and more short-haul flights, depending of course on
what the need for them domestically was. I
understand an operating agreement limits the
capacity for freight-only services at the moment.

Q176 Graham Stringer: What action are you likely
to take in the short term?
Ruth Kelly: If a local area came to me and said they
had lost a vital domestic air service, then we would
have to look at that because clearly we have powers
for public service obligations routes and we can
facilitate the operation of those routes. We are not in
a position at this moment in time where we can see
any dramatic change to regional air services.

Q177 Graham Stringer: Can I move on to page 29 of
the Autumn Performance Report? You do not
necessarily have to look at it. It is saying that you are
performing very well in terms of getting extra
passengers on buses. Previously when you have been
before the Committee I have asked whether it would
not be more useful as a statistical tool if you tried to
separate out the increased passengers who are due to
extra use by concessionary fare users from the core
of the passengers who were there before. What we
are left with on this page is that you are going to
overshoot your target because of huge growth in
London and because of growth in concessionary
fares, but there are no statistics that I can see here
that talk about the rest of the passengers. I have
asked before, and you have indicated that you would
look at it, whether you should disaggregate these
figures and would that not be more useful and will
you do it?
Ruth Kelly: Certainly, I commit to going away and
looking at whether we can do that.

Q178 Chairman: Can you disaggregate, Mr
Devereux? You are all very clever there?
Mr Devereux: I will go and take some advice. I am
fairly sure that we will have survey information that
would enable us to give some estimation of the
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breakdown of patronage. In respect of this
particular target, as you know, the Government has
gone to some trouble to simplify radically the
number of targets which government departments
are using and this one is not explicitly part of the
arrangements for the 30 that have now been agreed
across Government. We routinely publish
information on bus statistics and we are going to see
what we can do on concessionary fares.

Q179 Graham Stringer: Do you accept, though, that
there is a debate about what is happening in the bus
industry and what response one should take to the
bus industry? Basically, it is Government policy to
get modal change on to buses. If actually all we are
seeing is London doing very well and concessionary
fare users using it, then the policy may well be failing
in other areas.
Ruth Kelly: I do not accept that because I think it is a
success that people are using the concessionary fares
that we have oVered. If bus patronage is been driven
by concessionary fares, then it is a very good thing
that more people are using the buses. The fact is that
we may have to do more for other groups as well.
That is something we need to consider.

Q180 Graham Stringer: I agree with that but it
would be good to know what is happening to a
degree as well?
Ruth Kelly: Yes.

Q181 Graham Stringer: On concessionary fares, I
have a couple of supplementaries. My impression,
from what my friends at First Group at Stage Coach
tell us, is that when a concessionary grant comes in,
they up the fares because that increases the amount
of cash they get. I have been recently told that
breaches the European state aid rules. Are you
aware of that? Do you monitor what is happening?
Would you take any action if you believed that First
Group and Stage Coach and some of the other big
companies were breaching state aid rules?
Ruth Kelly: I would be very concerned about that,
and if you have any evidence which supports that I
would like to look at it.

Q182 Graham Stringer: Would it be your
responsibility to take that action? Because I would
certainly write to you about that.
Ruth Kelly: If they are breaching state aid rules, then
the European Commission has responsibility.

Q183 Graham Stringer: But you would talk to them
presumably?
Ruth Kelly: Of course.
Mr Devereux: The concessionary travel authority at
local authority level are operating a regime so let’s
just look at who would actually be taking the action,
whether it is us or the local concessionary travel
authority. But we can certainly go and find out what
the regime is for just testing that.
Ruth Kelly: Certainly if you have any evidence on
that I would be very interested to see it.

Q184 Mr Martlew: On that very point you have
letter on your desk, and I realise it is a very big desk,
stating that Stagecoach in my area have decided to
put up the single fare—only the single fare—by 7.5%
while keeping the day passes and the weekly passes
at the present level. The eVect of that, of course, is
the concessionary fare is based on the single day, the
single journey, so it is on your list. My local
authority, whom I very often disagree with, find it
very diYcult to pay this extra money, and if anything
is done in my area I suspect Stagecoach will be doing
it in other parts of the country. So will you look
into it?
Ruth Kelly: I commit to looking into that.

Q185 Graham Stringer: The local authorities, I read
in the press, are not satisfied that the grant, whatever
it is, £200 odd million, to local authorities for the
concessionary fare is suYcient. Have you had many
representations on that point? And what action are
you taking?
Ruth Kelly: We have had some representations, and
I suppose in all honesty we expected some
representations, on whether the grant settlement was
suYcient to deal with that. What I would say is it is
an incredibly generous grant so that we have built in
a very substantial cushion to make sure, as far as we
could, that individual local travel authorities were
suYciently well compensated. The Local
Government Association clearly lobbied us for a
special grant and a contingency. We were able to
agree a special grant for the distribution of this
money. Over time I hope we end up with a system
where smart card technology registers the actual
number of bus journeys so everyone can be satisfied
that the settlement is fair, but the £212 million that
we have committed is, from the Government’s point
of view, a very generous settlement.

Q186 Graham Stringer: It is a lot of money, and I
think what you are saying is you want to look at the
situation and change it, but how can you do that? I
understand that it is a three year settlement with a 2
1
2% increase year on year but that does not leave
much flexibility, even though it is a lot of money, if
it is not adequate or it is not distributed in the way
that the pattern of travel turns out to be. How will
you deal with that when you have told the transport
authorities that it is 2.5% a year?
Ruth Kelly: We are quite confident that it will be able
to deal with the diVerent experience of
concessionary fares in each local authority area. We
went through a long process of consultation about
the right way of distributing the money but also
whether it should be ring-fenced through special
grant or whether it should be part of the overall
distribution, and we came up with a settlement
which I think was acceptable to the Local
Government Association. We have also said we will
review that clearly, and we will, and if the operation
is found not to be working for some reason then, of
course, we will have to take that into account.

Q187 Graham Stringer: So 2 1
2% is not set in stone or

the distribution is not set in stone for three years?
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Ruth Kelly: I have said I was pretty confident that we
had a generous settlement that would work.
Mr Devereux: The sure observation on changing
distributions is we normally hear from people who
think they are short-changed and never hear from
people who have pocketed some extra.

Q188 Chairman: Does that surprise you, Mr
Devereux?
Mr Devereux: It does not but it is one reason why,
having tried to make a judgment with the wisdom of
Solomon about the amount of money and the fair
redistribution system, putting 21

2% in, you can
assume that at least one authority at any stage will
think the distribution should be changed, but unless
all authorities formula change every single year to
fine-tune even further, you will get a diminishing
returns with a lot of noise.

Q189 Chairman: I think the general point being
made is that it is not just one authority, if it were one
authority then all the people sitting around this table
would not have some evidence of the eVects, but the
point the Secretary of State is making is that this
evidence must be gathered by your Department.
Ruth Kelly: Some authorities have come and
petitioned us on the basis that the settlement they
have received from the formula distribution has not
been suYcient to cover the concessionary fares
which have been envisaged by Government but also
their own discretionary elements which they have
chosen to fund in the past.
Chairman: Secretary of State, that is helpful but I do
not think we want to get into that debate today
because, frankly, there are some of us who might
disagree with that view anyway. Mr Hollobone?
Mr Hollobone: Could the Permanent Secretary tell
the Committee his latest and best estimate of the
number of untaxed and uninsured vehicles on
Britain’s roads?

Q190 Chairman: I do not want to say “no
consultation” but you do have to give some sort of
answer. You could “phone a friend”!
Mr Devereux: I have got percentages but not
vehicles. The percentage of evasion in traYc in 2006
was 2.1%. I do not have the number of vehicles.

Q191 Chairman: Say that again for us—slowly.
Mr Devereux: 2.1% of traYc is being assessed as
evading VED.
Ruth Kelly: And evasion revenue loss is the 5% figure
you have probably seen quoted.

Q192 Mr Hollobone: The Public Accounts
Committee last week published a report and quoted
that in 2005 there was 3.6% evasion of vehicle excise
duty, 5% in 2006, and in the Department’s annual
report the DVLA had a target of cutting that to
2.5%. Is the DVLA going to meet that target?
Mr Devereux: The figures already published for 2006
are getting to 5%. Their target is to get there by
March 2008, and they are not going to meet the 2.5%
by then.

Q193 Mr Hollobone: Why are they not going the
meet that?
Mr Devereux: As you will have seen from the
discussion that my colleagues had with the Public
Accounts Committee, a number of factors are
apparent in what is changing in VED evasion. Some
of the things we are trying to grapple with is a
changing pattern in the way people are paying and
evading. You will be aware of the big change in the
evasion of motor cycles, for example. What appears
to have happened is that there was a trend they had
previously understood but we ended up with a 2006
sample that produced quite radically diVerent
numbers to the ones we had had in the past, which
caused us to pause to understand what it is that we
are doing wrong in not being able to get the number
down at the moment.

Q194 Mr Hollobone: I know there are a lot of
vehicles involved but they all have a registration
number, and the police and other authorities have
equipment that can pick up those registration
numbers. So why is it so diYcult to catch those who
are deliberately avoiding paying their dues?
Ruth Kelly: There is clearly a particular issue with
motor cycles with a 38% evasion rate. One of the
things we are doing is introducing new sorts of
technology which will mean it is easier to read the
motor cycle plate, which in the past it has been very
diYcult to read. I know, too, that there is a real eVort
on enforcement by targeting motor cycling events
and so forth where people are likely to be and where
persistent evaders may be to make sure we crack this
problem. I think the increase in the rate from 3.6 to
5% was largely a result of persistent evaders, and
that is something that the Agency is working on, but
also the fact that people can skip a month’s VED
which was something else picked up by the Public
Accounts Committee.

Q195 Chairman: Do you co-ordinate as a
Department, Mr Devereux, with the Home OYce,
because it is very clear that, if there was eVective
traYc enforcement, a lot of these problems would
begin to be dealt with.
Mr Devereux: We do co-ordinate with the Home
OYce. The latest performance framework for the
police includes indicators in respect of their action in
respect of traYc crime. Just coming back to the point
about ANPR, automatic number plate recognition,
the police have an interest in using that technology
because they have found it a particularly eVective
way for policing more general criminal activity.
When I said earlier we were trying to understand the
most recent statistics, our own use of ANPR,
because the DVLA has its own cameras, was not
suggesting that the rate of evasion had gone up,
because we, too, are standing by the road side
watching cars go by and checking them against our
database, and it was that disjunction between our
own experience of operating the sort of technology
the Chair is talking about and the independently
statistical view of where the number has gone which
has generated the temporary confusion.



Processed: 10-06-2008 23:17:43 Page Layout: COENEW [O] PPSysB Job: 384052 Unit: PAG2

Transport Committee: Evidence Ev 27

30 January 2008 Rt Hon. Ruth Kelly MP and Mr Robert Devereux

Ruth Kelly: Part of the reason for that is because
there are vehicles, particularly motor cycles, which
are kept oV-road quite a lot of the time --

Q196 Chairman: Secretary of State, I do not want to
stop you there but the Committee knows quite a lot
about motor cycles and diYculty in picking up their
numbers; we have gone through all that; but the
reality is it has been suggested that the rate of
evasion is much higher than the one you have given
us and in fact this is a great deal of money, and all
Mr Hollobone is asking is why is that and why are
you not hitting the targets you have set yourselves?
Mr Devereux: In order to do more there will have to
be more enforcement than we have at the moment.
There is some being done by the DVLA; we are
encouraging the police to do more. You will be
aware of other pressures on the police and the
priorities accorded by some chief constables to road
traYc relative to other things. We are working with
them and but this is not entirely straightforward
where the police are there simply to crack down on
VED evasion.

Q197 Mr Hollobone: The Public Accounts
Committee report last week also drew attention to
the fact that the Department seems to have diYculty
with registering foreign-owned vehicles which have
been in the UK for more than six months. Given the
concerns that people have about the roadworthiness
of some of the foreign vehicles on Britain’s roads,
what steps is the Department going to take to clamp
down on such vehicles in future?
Ruth Kelly: It is certainly the case that foreign-
owned vehicles are more likely to have greater
weights, indeed to break the limits on weight, and
also to exceed the driver’s hours, regulations that we
have in this country. I know VOSA has been doing
specific pilots in the south east where they have, on
a risk-based basis, targeted vehicles who look as if
they are overloaded and have, as it were, much
increased their rate of detection. From I think it is
this autumn they are going to be able to issue fixed
penalty notices, an on-the-spot fine, and clamp
vehicles, literally detain vehicles, who are breaking
the rules, and I think that will be a real boost in their
eVorts to combat this sort of issue.
Mr Devereux: Over the last few years VOSA, the
agency involved, has first doubled the amount of
enforcement and then added on 20% to it, and in the
pre-budget report they added another £2 million for
this. It is an area we are looking at right now as we
decide the use of the funding in the Spending Review
about what is the appropriate level to use VOSA’s
own resources to look at the way in which lorries are
being policed.

Q198 Mr Hollobone: Can I ask two questions about
tables within the report itself? The first is on page
209, and it is the last line on the table called “Major
Projects”, and it goes up from £3 million in 2004/5
to £93 million in 2006/7 and then down to £2 million
again. What does that line refer to?

Mr Devereux: There is a footnote, so do you mind if
I see what the footnote is? I think it is essentially the
costs, the grants to Cross London Rail Link, CLRL,
which is the body doing Crossrail.

Q199 Mr Hollobone: So the grant would be in
respect of what part of that project?
Mr Devereux: The design work that has been going
on ahead of the decision made by the Prime Minister
to proceed with the project.

Q200 Mr Hollobone: So would there be any further
lumpiness to come in future years with regard to
that, or would that fall elsewhere in future reports?
Mr Devereux: There is very substantial lumpiness.
This is a £16 billion project of which we are going to
be paying £5 billion, so there are some very big
numbers down that track in the future.
Mr Hollobone: On page 210 of the report there is a
line towards the bottom, “Current grants and
subsidies to the private sector and abroad” and that
falls away by half a billion pounds between 6/7 and
7/8. What is that in respect of, please?

Q201 Chairman: Which of our foreign friends are
you no longer subsidising?
Mr Devereux: I am going to guess now, so I will write
to you. I suspect that is a standard classification
from the Treasury. The fact that it references
“abroad” does not necessarily mean abroad.

Q202 Chairman: It is all right, Mr Devereux, we will
not actually burn you. Can we have a note on that?
Mr Devereux: You are welcome.

Q203 Mrs Ellman: You have changed the funding
arrangements for local transport funds. Have you
had representations from local authorities who are
unable to receive them?
Ruth Kelly: I have not. It could well be the case that
Rosie Winterton, who is dealing with these issues,
has, but I have not personally.

Q204 Chairman: You do talk to her?
Ruth Kelly: We do.

Q205 Mrs Ellman: And you have no idea if that has
had any impact?
Mr Devereux: What changes are you referring to?

Q206 Mrs Ellman: Local transport path funding
arrangements. Local authorities say they now have
supported borrowing rather than grants, or that is
the information we have. Are you saying that is
not right?
Mr Devereux: No. I mentioned earlier on that the
capital provision we provide to local government
comes in the form either of a grant or of essentially
borrowing permissions which is then reflected in the
Revenue Support Grant, and the representations
that we have had, because I have had representations
made to me, are that the way in which the year-on-
year protection that is provided to local government
to avoid big swings and roundabouts in the revenue
grant, if you are an authority which is, as they
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describe it, at the floor on this arrangement, means
you do not get the same benefit as if you were
somewhere else, so there is an interaction between
the protection Government provides to stop
reducing grant to local government where the
formula actually suggests they ought to have less,
but that protection then cuts across the way in which
the borrowing works. That is the thing we have had
representations on, yes.

Q207 Mrs Ellman: So you have had representations?
Mr Devereux: I have, yes.

Q208 Mrs Ellman: What has happened as a result
of that?
Mr Devereux: The position is this: the reason the
problem arises is because the distribution of grant
assessed by complex formula decides that Authority
A ought to be getting less money than it had
previously. If we simply move to that lower position
then, as a matter of arithmetic, everything would be
supported in the local transport regime, but because
of the completely separate regime that protects this
authority with a higher level of revenue than
otherwise, there are implications of what they can
then do in respect of borrowing. But in a sense the
question back has to be: “Well, I could fix this by
removing the protection” but local government do
not want that protection removed, and at the
moment there is no way of reconciling those two
rather diVerent constraints in the system.
Ruth Kelly: It is also the case that I think Rosie
Winterton last week announced a £15 million
package for local authorities to be able to develop
asset management plans, in other words to use the
data which they have locally to really think about
what level of current spending and investment is
needed to maintain those roads. It is quite diYcult
for us at the moment to judge actuarily how much
money is indeed needed to do that job properly at
local level, but the approach we take on the
highways trunk road network, which is to have an
asset management plan for each road, is one we
would like to see much more widely adopted at local
level, and then we would have a more serious idea of
the precise level of funding that is needed to
maintain those roads.

Q209 Mrs Ellman: You are also consulting on a new
approach to appraisal for schemes. Where are you
up to on that?
Ruth Kelly: The consultation paper was launched in
the autumn. We are currently considering people’s
representations; it is a very technical paper; but it is
a part of the wider range of work we are doing, and
that will feed into a Green Paper later this spring,
and then a White Paper in December.

Q210 Mrs Ellman: Would schemes like the
Manchester metro scheme have done better or worse
under the proposed scheme?

Ruth Kelly: We are still consulting on the appraisal
framework but the fact is we look at all of these
things on a value-for-money basis, and we will back
light tram schemes/light rail schemes if we think they
are good value for money.

Q211 Mrs Ellman: But on the proposed new scheme
you have consulted on, would that have been better
or worse for the Manchester metro scheme?
Mr Devereux: The Manchester metro scheme we
have already funded has been built.

Q212 Mrs Ellman: I am asking for both. The one
there and the one under discussion now. Would it be
better or worse under the proposals?
Mr Devereux: I hesitate to make an assessment but
I would have thought, given the growth of the
economy in Manchester under the labour market, it
would have benefited from the calculations that the
new approach would aVord to what they call
agglomeration, the advantage to the labour market
of being bigger and more easy to move around, and
providing you have got a very well growing
economy, as Manchester has, then it is highly likely
that would be a positive eVect. I am now racking my
brains to think about the other measures to see if
they likewise would have added something. It is
possible they would have done.

Q213 Mrs Ellman: And can you think of any
schemes that would do worse?
Mr Devereux: Well, I think the way the new
approach works is that essentially it opens up the
possibility of scoring additional benefits that
previously would have been missed. So I do not
think anybody’s benefits would have been reduced
but their relative attractiveness from an Eddington
point of view would be, so if the Manchester scheme
was an even better scheme than the one we funded,
and there was a scheme that did not have such
benefits, then its attraction to the people making
decisions in the region about how they want to spend
their money ought to change.

Q214 Mrs Ellman: But there must be some category
of schemes that would lose out? What sort of things
would have got through that would not now?
Ruth Kelly: Particular dense concentrations of
population and labour supply may benefit through
those agglomeration benefits. They rise up through
the table of schemes we want to support, the labour
markets. Other schemes which were not contributing
in that way or, indeed, did not win, as it were, in
other measures may not be prioritised in the
spending round if that is the case, but it is very
diYcult to say in abstract terms who would be
winners and losers.
Mr Devereux: The proposition that Rod Eddington
was advancing was that a good indicator of the sort
of schemes that ought to be built is where you have
very clear economic growth, pressure on wage rates
and pressure on land prices, and in those
circumstances the sort of change in appraisal will
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increase the benefits. If you do not have those then
under the original arrangement, and even more so in
the new one, the project would be less attractive.

Q215 Chairman: I want to move on to something
that would save you some money, and in fact save
you a small fortune, and that is our friends who are
creating Galileo. The Government chose to vote in
ECOFIN with the proposed budget changes in order
to “minimise the scale of the revision”. In what way
did you “minimise the scale of the revision”?
Ruth Kelly: Mrs Dunwoody, I am sure you are
aware that there was a revision of the overall
management perspective but also some
redeployment of resources within the existing
financial perspective, and I think the UK was
persuaded that that was a good thing to do, to
redeploy resources.

Q216 Chairman: Why is it a good thing to take
money out of one heading, namely agriculture, and
move it into transport?
Ruth Kelly: Well, there is a whole debate to be had
about agriculture which I will not enter into, but the
fact of the matter is we generally come from the
viewpoint that we want to have hard budget
discipline imposed on the European budget, which is
why we think—

Q217 Chairman: Then why did you not vote against
the Galileo scheme because, after all, if you are really
serious about hard funding, hard budgeting, they
were giving you figures that did not stand up, you
had no idea what their top figure was, and they are
very likely to come back to you in several years and
ask for more money, are they not?
Ruth Kelly: Because we secured many of the changes
we were seeking. One was there was redeployment of
resources within the existing financial budget as well
as, we accept, an increase in the financial
perspective. Secondly, we agreed a cap on
expenditure, and we accepted the case, even though
these benefits were not cost benefit ratios and we can
argue about how well they were quantified, that
there would be significant benefits to the UK in
having a satellite system, a Galileo system alongside
the existing GPS.
Mr Devereux: The package of changes, and
remember they were voted on as a package, also
included the acceptance by the Commission of
multiple and simultaneous procurement routes, and
that sounds a bit technical but the point is that had
it stayed the way that the Commission had proposed
then all of these things would have been bought
sequentially, giving the person that wins the first
contract a very substantial advantage in subsequent
ones. By doing them in a simultaneous way we have
actually opened up possibilities for British
contractors.

Q218 Chairman: So it was not true that one British
contractor had been told he was no longer going to
be able to put in a tender?

Mr Devereux: I do not know which contractor you
are talking about, but we specifically made sure that
for some of these streams there is simultaneous
procurement as opposed to sequential in order to
open up the possibility for players other than the
very large European ones.

Q219 Graham Stringer: Why do you approach cost
benefit in such a diVerent way when you go to
Brussels than you do when you go to Liverpool? We
have just had an answer about how you have refined
and refined the cost benefit analysis when looking at
schemes in the English regions, and it is rational. It
might itself not be cost eVective but I understand
what you are saying, that you get on a plane or train
to Brussels and you, at the end of the day, do not
know the total benefits and do not know the total
costs.
Ruth Kelly: An independent report for the UK
suggested there would be over £14 billion benefit to
the UK by 2025 or something like that—

Q220 Graham Stringer: But your answer to this
Committee, Secretary of State, was that you were
still looking to get the information, as I read it.
Ruth Kelly: At the last hearing, and I have to
remember when that was, you are absolutely right
that our approach at that time was to continue to
press on the cost benefit analysis and try and
negotiate total redeployment within the financial
perspective. Actually, we succeeded in some of our
aims but not all of them and, as you well know, in
that context you have to form a political alliance.
The UK does not have a veto; it works with other
European countries; and tries to get the best possible
deal it can. Now, we think the benefits for the UK
are substantial; the costs are also substantial but
there will be real benefits to the UK particularly as
the procurement mechanism has been changed.

Q221 Chairman: Have you seen the German report
that says the costs will be £1 billion more than was
agreed during the budget provisions in November
2007, even in the best case scenario?
Ruth Kelly: It is absolutely true that the costs have
increased. However, our estimate of the benefits has
also increased and that does not take into account
any potential commercial financial opportunities
that there will be for the new system.

Q222 Graham Stringer: I do not think you have
really answered the point about why you look at cost
benefit diVerently in Brussels than in Liverpool, but
are you also saying that you now know more about
the costs and the benefits than when you responded
to this Committee’s report?
Ruth Kelly: I am not sure exactly what I said at
that time—

Q223 Graham Stringer: You said you did not know
the costs of benefits in full when you responded.
Ruth Kelly: I did not know what the deal was going
to be, and I did not know how the procurement
system was going to work and whether it was going
to favour the UK or allow the UK companies to
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compete on a level playing field. It is now clear that
UK companies will have that opportunity. We have
the benefit of an independent report and we suggest
that there will be over £14 billion worth of benefit to
the UK economy from this project by 2025. We have
also had the Commission estimates of what the
benefits will to be the EU as a whole. I am not sure
exactly when we got that information.

Q224 Graham Stringer: So is the answer yes or no?
Do you have more information now than when you
replied to this Committee and, if you do, will you
send it to the Committee?
Ruth Kelly: Indeed, because we now know on what
basis they are going to proceed.
Mr Devereux: Maybe we are just misunderstanding
each other.

Q225 Graham Stringer: Possibly.
Mr Devereux: We now have an agreement across
Europe about what this will cost, and I know the
Chair’s doubts about it but that is the agreement.
There is an assessment of the benefits, which are
substantially in excess of the cost. We can debate
those as well but the same cost benefit thought is
being applied as we did in Liverpool.

Q226 Graham Stringer: So you will send the latest
information to us?
Mr Devereux: Yes.

Q227 Chairman: Mr Devereux, your own experts
had very considerable reservations about the
robustness of the figures used by the Commission,
did they not?
Mr Devereux: Yes.
Ruth Kelly: And we can debate precisely—

Q228 Chairman: No, we are not debating it,
Secretary of State. I just want some answers. Mr
Devereux, your people thought the figures that were
being quoted, even though there was no upper
figure, were not I think “robust” was their word.
Mr Devereux: I well understand that. Let’s reflect on
the scales here. We are talking about a deal that was
done to get costs of £11 billion to 2030 and benefits
which the Commission estimate agreed with some
doubts on our part at £50-60 billion.

Q229 Chairman: Then I ask you again, what would
you do, if your independent experts come back and
say, in terms of revenues, risks and costs, this is
something that they want to have increased, because
if the German leaked documents are right the extra
cost they are talking about is £2.2 billion more than
planned, £1 billion more than was agreed in the
original budget revision? What will you do if they
come back and say, “By the way, sorry you got that
wrong. We would like another billion quid”?
Ruth Kelly: One of the concessions that we agreed
with the Commission was that there would at key
decision points be an independent review by experts.

Q230 Chairman: But that is what I am saying. If they
come back and say to you: “Sorry about that but we
got it wrong to the extent of £1 billion”, what would
be the response?
Ruth Kelly: Then we would have to reassess the costs
and benefits and see what political support we had
for a change of policy, and review the case.

Q231 Chairman: I think this Committee would like
a short note that explains not only what the figures
were that actually made you change your mind but
vote for rather than against. I was told by one
Minister: “We are over here trying to get the best
deal for the UK”. It came as a great relief to me. I
would have been very upset if I thought you were
over there trying to get a bad deal.
Ruth Kelly: I would expect you to be upset if you
thought we were.

Q232 Mr Clelland: Does the Government intend to
introduce a national road pricing scheme?
Ruth Kelly: It is certainly the case that Rod
Eddington said there needs to be widespread road
pricing if congestion is not to increase, I think about
30% was identified by 2025, and that it would be a
severe cost to the economy. The approach taken so
far is to try and tackle urban congestion. Roy
Eddington also said that 80% of all congestion was
in urban areas; 80% of the likely increase to 2025 was
to be in urban areas; we have as you know set up the
transport urban innovation fund to encourage local
areas to come forward and bid for robustness as part
of a package for public sector investment in
transport infrastructure; we want to have a debate in
the light of progress in those areas while we
simultaneously in parallel examine whether we have
the technology in place, sophisticated technology,
that would enable us to have time/distance/place
charging, so a sophisticated form of road pricing.
We have not made any decisions on national road
pricing at this stage because we do not know if the
technology would work in the way that would
deliver both an enforceable system acceptable to
public opinion and which dealt with public privacy
issues, which are rightly highlighted in the debate,
and we have not seen how the debate has been
progressed in those areas where congestion is worst.

Q233 Mr Clelland: Is there not any evidence from
other countries as to whether technology works for
road pricing?
Ruth Kelly: It is certainly the case that countries like
Holland have said they are committed to
introducing national road pricing, but in countries
which have accepted the case in principle I have not
yet seen any system which in practice now is able to
deal with the sorts of issues I have raised. There is a
lot of research and development and trialling work
to be done to know precisely what sort of technology
would enable that to happen.
Mr Devereux: It is clearly possible today to do some
road pricing in London as it happens on the roads
in France. The thing which we are still waiting to see
demonstrated, which is why we put money into the
pilot projects, is to see the entire system work if it is
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on a satellite basis that does not then require gantries
and barriers. Many people come into the oYce and
explain it is all quite trivial and you just need to
connect this piece and this piece and it will be fine but
nobody has actually demonstrated that, and
although, as you say, the Dutch are committed to
introduce precisely such a system, they have got no,
as it were, working system which they are about to
roll out. They have gone for the political
commitment first and sort the details out afterwards.

Q234 Graham Stringer: Have you remodelled
Eddington’s figures on diVerent prices for oil up to
$200 or $250 a barrel? What does that do to the
congestion figures? Have you got figures you can
show the Committee?
Ruth Kelly: I understand the national transport
model has looked at diVerent values of the oil price,
but I do not have those figures to hand.
Mr Devereux: I am not aware we have done $200/
250. We have certainly done diVerent runs with
diVerent sensitivities around the oil price—I cannot
quite remember what it is. As the Committee is
aware the oil price is an element of the cost of
motoring, but tax being what it is the eVect of oil
prices would be significantly damped in the actual
eVect.

Q235 Graham Stringer: It is still sensitive to a hike
like that, is it not, and we have seen the price of oil
increase dramatically?
Mr Devereux: The very significant oil change price
has not fed through even remotely proportionately
to the petrol price.
Graham Stringer: I understand the arithmetic but
$200 a barrel would push the price up.

Q236 Chairman: It might mildly alter your model, is
the point.
Mr Devereux: Yes.

Q237 Mr Clelland: How is the strategy of relying on
local authorities to introduce road pricing working?
Ruth Kelly: We have two bids in at the moment from
Manchester and Cambridge; we are considering
those and an announcement will be made in due
course. I think there are ten areas which are
currently benefiting from money that we give them
to help them work up bids locally; we look forward
to some of those coming forward with worked-up
bids in due course, so it is clearly an appetiser to look
at road pricing as part of a package where there is
significant investment in public transport alongside
that—in fact first.

Q238 Mr Clelland: So the investment in public
transport would have to come before the road
pricing presumably?
Ruth Kelly: That is right.

Q239 Mr Clelland: And that is the strategy your
Department is working on, that we get investment in
public transport before road pricing?
Ruth Kelly: Yes. It is absolutely right that people
need to feel they have alternatives.

Q240 Mr Hollobone: The Secretary of State
provided me with my quote of the year last year
when in the House on 4 December she said this:
“Given my experience at the Department for
Communities and Local Government and now at
Department for Transport, I can assure the hon.
gentleman that the two departments are joined at the
hip when it comes to planning for more houses”, and
that is a quote which is of huge interest to
constituents such as mine who are having to face a
DCLG target to increase the number of houses
locally by a third in 15 years but are seeing precious
little signs of more transport infrastructure. In the
Annual Report, however, there is a section on pages
24 and 25 about sustainable development and the
action plan that the Department has to produce, and
indeed the Department produced a plan in January
2006 and another one in June last year, but the
Committee could not find the progress report on the
initial departmental action plan which the report
says should have been published in May 2007 on the
Department’s website. Can the Permanent Secretary
confirm that the Department has published that
progress report and, if not, will it do so?
Mr Devereux: Let me go and check whether it has
been published. If we said we would publish it, we
will be publishing it.

Q241 Mr Hollobone: In the absence of not being able
to find it, would the Permanent Secretary or the
Secretary of State enlighten us as to what the
progress report contained?
Mr Devereux: Can I be clear that this is about the
operations of the Department, and is a separate
subject from the one about housing? Or do you think
this is about what we are doing to make transport
sustainable?

Q242 Mr Hollobone: I presume sustainable
development includes government in the round
making sure that any development—
Mr Devereux: I apologise. Sustainable development
and appraisal—let me just check which section we
are in. The sustainable development action plan you
are referring to in 2.17 is looking at the challenge put
on government departments in their operations, the
heat and the light and the way they operate to make
them green. That is in a separate box, as it were, from
the work we are trying to do with CLG to make sure
that the way people make planning decisions about
housing are appropriately supported by transport
without turning everything into dormitory towns
and generating more demand.
Ruth Kelly: I can certainly reassure Mr Hollobone
that I have seen evidence of how the Department is
dealing with its own state, as it were, and sustainable
development, which has shown quite significant
progress in the past year. So if some of this has not
been put in the public domain we will make sure that
whatever was promised is produced. The case I think
you are talking about is how we plan sustainably,
and CLG has put forward proposals for eco towns;
we have been involved at the preliminary stage of
producing a prospectus for eco towns; the
Department is working very closely with oYcials in
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communities and local government to make sure
that housing is planned in such a way that it benefits
wherever possible from existing or planned
transport infrastructure; and we remained
committed to growth points, for instance, which I
am sure he is interested in, where I know the
Department has committed up to £4 billion in the
past to support growth points that have come
forward and been adopted, as it were, by CLG. So
there is very close working between the two
departments; I think that has been strengthened
enormously over the past couple of years; it is
becoming even more important given the
Government’s commitment on housing supply, and
there is a lot of work going on to make sure those
commitments can be honoured.

Q243 Mr Hollobone: When it comes to next year’s
annual report, is there a section in it highlighting the
links the Department for Transport has with other
key government departments, such as the Home
OYce on vehicle excise duty evasion, such as with
DCLG on housing, because in many respects your
Department has a pivotal role in these decisions and,
with regard to sustainable development in terms of
housing development, the Department for
Transport is absolutely key. In Kettering, for
example, the number of houses is about to increase
by one third and yet as a result of government
decisions the rail service is to be cut back by a third
and local access on to the local Highways Agency
road, the A14, is to be restricted, and local residents
come to me as their parliamentary representative
and say: Where is this joined-up government? Why
is the Department for Transport not responding to
the DCLG housing agenda? And they cannot square
the actions on the ground with the Secretary of
State’s assurance that these two departments are
joined at the hip.
Ruth Kelly: I know that Rosie Winterton, my
colleague, visited Kettering after my last appearance
at the Select Committee and I am sure the local
people had the opportunity to discuss these local
issues with her. I had not quite understand the case
as you characterised it. I thought there was going to
be a new rail link between Kettering—

Q244 Mr Hollobone: Are you going to give us a little
bit in the next Annual Report?
Ruth Kelly: One thing we will do is go away and
reflect on any comments you make for improving
any report, I am sure.
Mr Devereux: We can certainly do it. We are already
into tome territory so we are trying to find a way of
making this cover the ground in the best possible
way. I would quite like to be able to deal with the
relationship with CLG in the section that talks about
housing and the section with the Home OYce and
the section that deals with VED enforcement.
Another chapter that just says, “Good news, we
talked to other Government departments”, may be a
bit dull in itself, so maybe it should be put in context.

Chairman: We will let you do your own editing.

Q245 Clive EVord: What is your assessment of how
London Underground are performing running
Metronet’s share of the system?
Ruth Kelly: Metronet went into administration; it is
still being run by Alan Bloom as the administrator,
and clearly he is responsible now for the operation
and service.

Q246 Chairman: I think we know the structure,
Secretary of State, but I do not think that was the
question.
Ruth Kelly: London Underground is responsible for
the operation of Metronet at the moment. Of course,
it would be able to transfer into an LUL nominee
company but it is not at the moment, although it is
responsible for overall safety.

Q247 Clive EVord: How are you getting on with your
discussions with London Underground about
finding another vehicle for running Metronet’s
former share of the Underground?
Ruth Kelly: Very well, I think the answer is. We are
working very closely with them. I know they wanted
to transfer to an LUL nominated company; we are
working very closely with them to determine what
the best long-term structure for those contracts
might be so we secure maximum value for money. I
can tell this Committee that there is a very good and
constructive relationship.

Q248 Clive EVord: Have you made an assessment yet
of just how much the cost of the failure of Metronet
is going to be?
Ruth Kelly: It will be impossible for us to say,
although I accepted in front of this Committee that
there would clearly be short-term costs to the
taxpayer, what the longer term costs would be, until
first of all the accounts for Metronet are published
on exiting administration and, secondly, when we
know what the long-term structure is for whatever
the new Metronet is called. But clearly as and when
that information becomes public we will be able to
make an assessment.

Q249 Clive EVord: Have you made an assessment of
any contingency that you might have to set aside for
the Government to cover costs?
Ruth Kelly: During the Comprehensive Spending
Round settlement negotiations both from the
Treasury, which as you know happened between all
Government departments and the Treasury, but also
the Mayor and London, we made provision for what
he thought was necessary both for Crossrail but also
for the running of the tube lines and the upgrading
required in London, and we are confident there is
suYcient money there available in the CSR period.

Q250 Clive EVord: So you are confident that any
additional costs that may come about as a result of
failure of Metronet will be covered within that
figure?
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Mr Devereux: We have agreed a set of numbers over
ten years because that is the only way of making sure
that we all understand who is picking up what in
respect of Crossrail as well as the tube with the
Mayor, and those are the numbers that have been
agreed for the delivery of transport in London which
is the devolved responsibility of the Mayor.

Q251 Clive EVord: So I am clear, that is post what
happened with Metronet?
Mr Devereux: We agreed it in the CSR—

Q252 Clive EVord: The CSR is a long time in its
preparation and during the course of that
Metronet --
Mr Devereux: It is a long time in preparing but it still
changes towards the very end.

Q253 Clive EVord: I accept that. What is your
attitude to the Mayor for London taking greater
responsibility for regional rail authority, and for
managing more of the rail services in and around the
south east?
Ruth Kelly: That is an interesting point because
clearly there are some suburban rail services which
are pretty well-defined as being within the London
area, but that is not necessarily how the franchise is
let, and we of course would have any conversations
based on good value for money about rail services
which operate within those London boundaries.

Q254 Clive EVord: What is your assessment, then, of
the structure? Do you think that what the Mayor
proposes is more in the interests of the travelling
public in and around London, or the current
franchise structure?
Mr Devereux: The current franchise structure is
enabling people to get from Brighton into London,
and a lot of people are doing that. The challenge in
trying to say: “Well, why not just carve out the
railway for London” actually leaves you with a
whole lot of people trying to get into that territory,
and what we have done so far is we have agreed with
the Mayor specific things that begin and end within
his jurisdiction. It is a non-trivial problem simply to
say: “Well, I have got all these railways running into
London so why not give them to the Mayor”, and
sometimes when the Mayor expresses himself along
the lines of: “I will take over this whole franchise”,
that takes his writ some way beyond the boundary.

Q255 Clive EVord: So it is fair to say that is an on-
going discussion?
Mr Devereux: Yes. There may be sensible things to
do.
Ruth Kelly: If the Mayor, for instance, wanted to
spend money by buying a better service at London
railway stations then clearly that is something we
would talk to him about.

Q256 Chairman: I think we want to be quite precise
about this, Secretary of State. Your Department
actually negotiates the franchises and because of the
way that the modernisation of the various other
developments have taken place, not only the route

strategies but also the future planning seems to
assume that the railways will run from London to
everywhere else in the UK. Everything goes up and
down; nothing does anything boring like going
across. Now, if that is your attitude we would like to
know, as a Committee, what would happen if the
end of those lines is chopped oV because the Mayor
of London thinks it would be in his interests to
control the end bits of those routes, because we are
not talking about something in the abstract: we are
talking about so-called integrated transport systems.
Ruth Kelly: It is very diYcult to carve out bits of a
franchise around a particular city—

Q257 Chairman: We do know that. Has that been
made clear to the Mayor?
Ruth Kelly: I think he understands that.

Q258 Chairman: You think he understands that?
How long have you known the Mayor?
Ruth Kelly: For many, many years.

Q259 Chairman: Haven’t we all! You might like to
reconsider that answer. Mr Devereux wishes to say
something.
Mr Devereux: I was going to say it is precisely for
that reason that the changes we have recently made,
for example on Silverlink, have been very well
defined entirely inside the boundary and not straight
into the territory of saying: “Well, maybe we will just
extend the writ of the Mayor”?

Q260 Chairman: And, therefore, should there be any
question of the Mayor’s powers and involvement
being extended, you would certainly discuss the
impact upon the franchises concerned before
decisions were taken?
Mr Devereux: I think you could assume that.
Ruth Kelly: Absolutely, and we take into account
not just the interests of London, which of course we
would take into account, but also the broader
passenger interest in rail services.
Chairman: Gosh!

Q261 Clive EVord: Will the remodelling of King’s
Cross station be ready for the Olympics in 2012?
Mr Devereux: I will look that up.

Q262 Chairman: We are contributing to your
reading skills, Mr Devereux, that is nice! Speed-
reading will now be absolutely de rigueur in your
Department.
Mr Devereux: I am just trying to find it—

Q263 Chairman: Do you wish to send us a note?
Mr Devereux: I think maybe a note would be good,
certainly.

Q264 Chairman: We are keeping notes of the notes.
I want to come very quickly to shared services, our
friend that is contributing so much towards your
economics. What progress have you made in
implementing recommendations to the lesson
learned exercise that followed the DVLA and the
DSA move to shared services in April 2007?
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Mr Devereux: I think we have made good progress.
The shared services lessons learned ended up with
five suggestions. The first was that we needed to
improve the overall governance of the programme.
Since I have arrived I have appointed a new board
director from the private sector with experience of
running shared services, and that woman is now in
charge of this programme. The second suggestion
was that there was a lack of capability in the centre
of the Department so oversee what is essentially a
departmental-wide matter. We have appointed,
again, an experienced director of shared services.
One of the first tasks that that lady has done is to
tackle the third one, which is about the way in which
the contract is structured. We chose to use the
existing contractual arrangements that the DVLA
have with IBM, who is their partnership
arrangement. We have already now arranged to
negotiate rates for the shared services work on a
diVerent basis to the one that actually was pre-
existing.

Q265 Chairman: So what is the most recent cost
estimate for the entire project?
Mr Devereux: The Parliamentary Question that was
answered a day or so ago showed it at £123 million;
that came out just before some later estimates
suggested it would be a lower number, and I am
currently here thinking of £113 million as the
investment cost for the shared services.

Q266 Chairman: How much has the shared services
business unit reduced the level of errors and
payment runs?
Mr Devereux: If I hesitate in answering it is simply
because the performance of the shared service
centre, like many others when they first go live, dips
to begin with so we have had very low performance
in April/May/June/July of this period; it has rapidly
increased over the latter few months of the year.

Q267 Chairman: You did tell us at one point from
the Department that there are intangible benefits
arising from the move to shared services. Can you
tell us what those are?
Mr Devereux: The intangible benefits are the ability
of managers to know what is going on.

Q268 Chairman: That is unique, is it?
Mr Devereux: They are intangible because it is
diYcult to quantify what—

Q269 Chairman: I know what “intangible” means,
Mr Devereux.
Mr Devereux: I am describing one of the benefits,
then.

Q270 Chairman: It is very simple. You are telling us
it is now £123 million?
Mr Devereux: Yes.

Q271 Chairman: You are telling us you have now
brought somebody in from outside who knows how
to make it work?

Mr Devereux: Yes.

Q272 Chairman: You are also telling us that, in fact,
the cost estimates are correct now?
Mr Devereux: No—sorry, I do not mean to say that
means they are wrong. What I am saying is you have
to be careful. The problem at the minute is we have
committed of the order of £91 million to deliver a
shared service centre that works for four first
customers. They are the DVLA, the Driving
Standards Agency, the Centre of the Department
and the—

Q273 Chairman: And how does that diVer from the
first figures you gave us?
Mr Devereux: Well, I am going on to explain, if I
may. So £91 million buys me that. We have also
invested £4 million so far in preparing to decide the
best way to then take it forward to the other agencies
and to get procurement savings and management
information savings. That gets me now to £95
million, I think. If I then add on to that the estimated
cost only of actually implementing in the other
agencies and doing procurement it gets me up to the
£123 million that I started with.

Q274 Chairman: £123?
Mr Devereux: Yes. Sorry, I said we published a PQ
that said £123 million. That went out just before we
were doing some revisions and I am now saying £113
million. So there is money there.

Q275 Chairman: You are not telling us you put an
incorrect written answer in Hansard?
Mr Devereux: No, I am not saying I did that because
that was the number that last went through the
board, but since I am assuming you want the most
up-to-date figures—

Q276 Chairman: £113, and you will correct that in
Hansard.
Mr Devereux: In terms of the benefits we expect to
get from this programme, we originally estimated
them in the order of £120 over a ten-year period; we
very cautiously estimated that to only relate to staV
savings; we made no assumption whatsoever about
the potential procurement savings from running
more eYcient processes. A National Audit OYce
report on shared services back in November 2007
found that those procurement savings in other
departments had been very substantial. We spend of
the order of £900 million a year on procurement.
Even if I save 1 or 2% on that as a consequence of
shared services, I get very substantial—

Q277 Chairman: I think we know what you spend,
Mr Devereux. It was precisely for that reason that
we were asking you the question.
Mr Devereux: I was making sure you were clear what
the amount was that went into the shared service --

Q278 Chairman: We are very happy that you do not
regard £123,000,000 as being too large a sum to
worry about in view of the size of your overall
budget.
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Mr Devereux: I did not say that, did I, Chair? I was
observing that the savings we already put in we are
trying to get to of £124 million before potential
savings of £9/18 million a year for procurement. It
does not take very many years for that investment
to pay.

Q279 Chairman: I want to let you go, Secretary of
State, but you have so many fascinating things that
you are responsible for. What have you done about
the Government’s port policy review since the
interim report?
Ruth Kelly: We are working on preparing a national
policy statement on ports.

Q280 Chairman: When is that going to be published?
Ruth Kelly: I hope it will be one of the first ones,
certainly one of the first ones that my Department
publishes but one of the first ones potentially
published by Government, and I hope that that will
be then able to be used by the Independent
Infrastructure Planning Commission, assuming that
is passed by Parliament, and accelerate the process
for delivering ports’ developments.

Q281 Chairman: Should we expect any further
announcements of funding for enhancement to port
access given that Eddington was very clear on the
need for it?
Ruth Kelly: We are certainly consulting at the
moment on how surface access to ports might better
be funded, and I know there has been a view that—

Q282 Chairman: In what sense? What are you
asking?
Ruth Kelly: How should links to ports be funded?
What proportion of that should be paid for by ports
themselves? That is what we are consulting on.

Q283 Chairman: So it is not any very real change
because it is simply asking them how much more
they would like to pay.
Ruth Kelly: No, we are not asking them how much
more they would like to pay; we are asking the
question how much should they be expected to pay.

Q284 Chairman: Conditional tenses will be decided
by the Department!
Mr Devereux: May I add something?

Q285 Chairman: Please do, Mr Devereux.
Mr Devereux: That is true about the funding. We
have also been discussing some of the schemes that
we have already made decisions on but the
publication which they put out in October, Towards
a Sustainable Transport System, deliberately invited
people to contemplate where the most challenging
part of this surface access—

Q286 Chairman: That is why we are asking you when
you are going to publish the result of that and what
is likely to be in it? Not just asking people about the
money for it, but what are the policies?

Ruth Kelly: As we have already said, this is obviously
going to be a very important document. The Green
Paper following the Eddington/Stern review will be
published this spring/summer, and later in the year
on White Paper.

Q287 Chairman: It has been knocking around,
Secretary of State. The interim report was July 2007,
so one could not say there was a sort of great rush,
could one?
Ruth Kelly: Well, it is important we do these things
thoroughly, but we have also been talking about
how we want to move away from doing things by
mode and thinking across modes about what the
right solutions are, and in this context it is
particularly important to think about how ports link
to places, and making sure we get the infrastructure
around that.

Q288 Clive EVord: Is the Department going to
review its approach towards biofuels in the light of
the Environmental Audit Committee and OECD
reports highlighting the problems with production
of biofuels?
Ruth Kelly: We have a commitment on biofuels
which is very important towards achieving our
climate change objectives. The RTFO, the
Renewable Transport Fuel Obligation, carbon
dioxide savings are forecast to be in the region of 2.6-
3 million tons per annum, which is very large in the
scale of things and is going to make quite an
important distribution to those carbon savings.
What we have achieved through the European
process and insisted on is that there is a robust
carbon sustainability reporting system, and we
already have at UK level a sort of world leading
reporting system coming in from April of this year,
but I think it is important that that is adopted right
throughout Europe.

Q289 Clive EVord: In the light of these reports that
suggest that biofuels can be even more
environmentally damaging than the fossil fuels they
are designed to replace, will the Government be
ensuring that the objectives that we are seeking to
achieve in terms of climate change will not be
perversely reversed by following a policy that we
have committed ourselves?
Ruth Kelly: That is exactly what we ought to do.
There are really significant potential carbon dioxide
savings even with the renewable transport obligation
and the fuel obligation we have at the moment, but
in the future even greater potential savings if we
move to second generation biofuels, so what we
want to do is first make sure we have sustainability
standards and a reporting mechanism in place to
make sure that the first generation of biofuels are the
best they can possibly be and not put at risk the
future of the planet, but, secondly, make sure we
develop a market which incentivises those second
generation biofuels to develop which, for instance,
use waste wood rather than crops to generate
biofuels, which would not pose the same risks to the
environment. So the answer to your question is they
can pose risks; we are determined to put a reporting
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mechanism in place to minimise that risk; but what
we do want to get to is second generation biofuels
which oVer huge potential to CO2 savings.

Q290 Clive EVord: Do you think that the £500
million that the Treasury will forgo as a result of the
Renewable Transport Fuels Obligation could be
better spent on trying to alter people’s behaviour
rather than investment in biofuels?
Ruth Kelly: I understand that biofuels is expensive in
today’s context but the real prize is if you manage to
move to second generation biofuels. In order to do
that we have to develop the market; clearly there
have to be sustainability standards in place, and we
are working with the European Commission to
make sure there are mandatory sustainability
standards in place, but also to try to work towards
capturing this prize which would lead to substantial
CO2 reductions potentially in future without putting
at risk the environment, and would represent very
good value for money.

Q291 Mr Clelland: As we have established we are not
likely to see a national road pricing scheme in the
near future, should the Government return to the
idea of some form of lorry user charging?
Ruth Kelly: Lorry user charging is very diYcult to
do, and I know this emerged post the 2000 fuel
protests and it was abandoned I think in 2005 in the
context of moving to international road pricing, but
the real problem here is dealing with congestion. We
are determined to deal with congestion which is why
we are trialling the new technology, that would have
implications not just for lorries and heavy goods
vehicles but also potentially for passenger vehicles,
and it is why we are working with urban areas to deal
with urban congestion, while debating whether there
should be more widespread national road pricing.
Now I think that is a very fruitful way to go but we
have to deal with technical diYculties first.

Q292 Mr Clelland: Do you think it is fair that United
Kingdom hauliers continue to pay towards the cost
of maintaining the infrastructure while their foreign
competitors often do not make any contribution?
Ruth Kelly: I do think there is an issue there. It is an
issue that would be best dealt with by dealing with
the impact on congestion through a road pricing
scheme, but we do not suVer the same impact on the
national roads infrastructure as happens, for
instance, in other European countries such as
Germany where they have very significant—

Q293 Chairman: Secretary of State, you do know
that other countries have a system of making sure
that our freight drivers have to pay for acqui
communautaire, and there is a completely diVerent
system, and we have been knocking this one around
this Committee for a number of years. That is why
Mr Clelland is asking you what are you going to do
about foreign drivers, because not only does it
distort competition but it is very much resented, and,
in fact, it actually distorts the contracts that
individual freight companies are able to oVer?

Ruth Kelly: We are undertaking a freight data
feasibility study and working with the industry to see
whether it would be possible to impose a so-called
vignette, but, as I am sure this Committee knows,
there are European rules in place which mean you
cannot charge more than the external infrastructure
costs imposed by foreign lorries.

Q294 Chairman: So that is not likely to work?
Ruth Kelly: Well, it may, and we have to go through
that process to see whether it is technically feasible
and cost eVective to do that, and we are working
with the industry to see if we can take that forward.

Q295 Chairman: But it has been going on now for
how many years? Long before you arrived. It is not
exactly a new idea.
Ruth Kelly: But we are also dealing with the other
issues which hauliers are making representations
about which are to do with infringements of other
issues such as driver hours and heavier loads than
are permitted, and really tackling some of these
issues that are more to do with enforcement than
charging.

Q296 Chairman: But you are not in control of
enforcement, and Mr Devereux has already told you
that, in fact, he would hope to work with the Home
OYce but there are considerable diVerences.
Ruth Kelly: This is not really a Home OYce issue,
this is a VOSA issue, and from the autumn of this
year I understand that VOSA will have considerable
powers to implement penalties so they will be able to
pull over vehicles which are breaking the law and
investigate that, and if they are not prepared to pay
an on-the-spot fine immobilise the vehicle. So I think
we are moving to a much better place in terms of this.

Q297 Chairman: You are not thinking in any way of
privatising VOSA, are you?
Ruth Kelly: That is not something that has been
discussed within the Department, as far as I am
aware.

Q298 Chairman: Not been discussed within the
Department?
Ruth Kelly: Not since I have been there.
Mr Devereux: There is work thinking about the best
way in which those functions can be done. I would
very strongly hesitate—

Q299 Chairman:: Only, Mr Devereux, if it was
thought that one of the sweeteners for privatising the
whole unit was to suggest to commercial
undertaking that they would have control of the
means of raising extra finance, then that would need
to be discussed I think within the House of
Commons, because people might take a vague
interest.
Mr Devereux: I cannot see a mechanism by which
that could possibly be acceptable.

Q300 Chairman: As far as you know, how far has the
work on possible privatisation of this agency
proceeded?
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Mr Devereux: Well, I am disputing the thought that
we are talking about possible privatisation, because
you are contemplating a model where functions
which in many senses only civil servants can do will
be done somewhere else, and that is not what is being
contemplated.

Chairman: The soft answer turneth away wrath.
Thank you very much indeed, Secretary of State, for
coming. I doubt if we will let you escape for very long
before we ask you back, because we do enjoy your
company. Mr Devereux, do come again.
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Written evidence
Memorandum from the Department for Transport (DAR 01)

Thank you for your letter dated 2 August 2007. Enclosed, the list of responses which were requested by
the Transport Select Committee and concerned the 2007 DfT Annual Report which are arranged under the
following headings:

(1) General Matters;

(2) Financial Performance;

(3) PSA Targets; and

(4) The EYciency Programme.

Also included are supplemental questions relating to Metronet and the Shared Services Programme which
you raised in a letter dated 8 August 2007.

1. General Matters

A. Network Rail Breach of Licence

1. In the 2006 Annual Report (p 100) the department reported that the OYce for Rail Regulation (ORR) had
concluded in March 2006 that Network Rail (NR) had breached its licence by failing to provide accurate
information to its customers and Funders. However, there is no reference in the 2007 Annual Report of any
follow-up actions being taken by the Department. What follow-up actions has the Department taken to ensure
that NR will improve the accuracy of its information to customers?

— Although Network Rail (NR) operates under a network license which is issued by the Secretary
of State, the license is enforced and amended by the OYce of Rail Regulation (ORR).

— ORR has a range of statutory powers under the Railways Act 1993. Using these powers, it sets
the contractual and financial framework within which NR operates the network, ensuring that the
company carries out its activities eYciently and well, and that it is appropriately funded. The
framework is designed to provide eVective incentives so that the company is rewarded for doing
a good job. If necessary however, ORR may enforce compliance with the network licence if the
network operator fails to fulfil its obligations, andit may also impose monetary penalties.

— ORR initially imposed anotice on NR under section 55(6) of the Act in lieu of enforcement action
in respect of the accuracy of published information. This notice was not complied with.
Consequently ORR imposed a penalty of £250,000 on Network Rail Infrastructure Limited in
respect of the accuracy of published information on infrastructure capability (Condition 7 of the
Network Licence, 2006). Since then the issue has been kept under review by ORR but it considers
NR is now meeting its license conditions andhas not deemed it necessary to issue a further notice
to NR.

B. Cycle Lanes

2. The 2007 Annual Report gives diVerent figures to the 2006 Annual Report for the number of cycle lanes
delivered by local authorities for the years 2004–05 and 2005–06 (the 2007 Annual Report, p 119 and 2006
Annual Report p 132). The other lines of data (eg for kilometres of cycle track) agree. No explanation is given
for this inconsistency. How has this inconsistency arisen?

(a) Why has the data for cycle tracks and lanes for the year 2006–07 not been provided in the 2007 Annual
Report?

— The Committee asked two questions about the data on cycle lanes and cycle tracks. Why was there
an inconsistency in the figures for the 2006 and 2007 annual reports for the number of cycle lanes
delivered by local authorities? And why were no figures for 2006–07 supplied in the 2007 report?

— The data come from returns from local authorities in England (outside London), which are
provided each Summer. The information provided in July 2007—which was not available until
after the publication of the 2007 Departmental Annual Report—covers 2005–06 and provisional
estimates for 2006–07. The results are:

2006–07
2005–06 (Estimated)

Cycle Track (km) 515 457
Cycle Track
Number 460 593
Cycle Lane (km) 234 140
Cycle Lane Number 267 253
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— The figures for 2005–06 in both the 2006 and 2007 annual reports, and the figure for 2004–05 in
the 2006 annual report, should all have been described as “estimates”. We apologise for the
omission. Each year, there are new returns from local authorities and the figures in the
Departmental report reflect that.

— The Committee may still be wondering why we had provisional estimates for 2005–06 in one
annual report and no estimate for 2006–07 the following year. The reason is that the Department
now allocates Integrated Transport Block funds to local authorities on the basis of a needs-based
formula, rather than project-based bids. As a result, these LA returns no longer provide
information beyond the year that has recently been completed. We would expect the next
Departmental Annual Report to show figures up to provisional estimates for 2006–07, as described
above—and the annual report the year after to show updated figures for 2006–07 and provisional
estimates for 2007–08.

— We have looked more closely at the data underlying the table, and can update the table. Later LA
returns were sometimes available than had previously been used, and a couple of local authorities
provided information that was inaccurate: for example, showing figures in metres, not kilometres.
Correcting for these, the table would be:

2001–02 2002–03 2003–04 2004–05 2005–06 2006–07
(Estimated)

Cycle Track 629 640 565 558 515 457
(km)
Cycle Track 458 575 575 581 460 593
Number
Cycle Lane 405 369 386 308 234 140
(km)
Cycle Lane 352 416 424 375 267 253
Number
Data taken from 2004–05 2005–06 2006–07 2007–08 2008–09 2008–09
finance forms for: (received

July 2007)

C. Airport Slots

3. The 2006 annual report envisaged that the EU regulation of airport slot allocation would be revived during
2006–07 (p 145). The Department at that time reported that it was studying alternatives to the current
allocation mechanism with a view to informing the UK’s negotiating position. However, there is no update of
this in the latest report. What progress has been made regarding the revision of the EU regulation of airport
slot allocations?

(a) How is the Department attempting to influence the negotiations for the UK’s benefit?

— The European Commission is in the process of reviewing the EU airport slot allocation
regulations. In December 2006 it circulated a questionnaire to stakeholders, including Member
States, about the eVectiveness of the more technical changes to the regulations introduced in 2004
to which the Department responded. No timetable for completing the review has been set by the
Commission, but the Department’s understanding is that a Commission Communication or
proposals for the regulation’s revision may be published later in 2007. In the course of 2006 the
Department also funded a research project looking into alternative mechanisms for allocating slots
created by new capacity. This was completed in late 2006 and published on the Department’s
website. A copy was also sent to the Commission. The Department has discussed the review with
the Commission, including the Department’s priorities for changes to the regulation. The
Department has also met UK stakeholders to consider potential changes to the regulations.

D. Galileo

4. According to the 2006 Annual Report, the concessionaire of the Galileo project was to be appointed by the
end of 2006 and operations were to begin by the end of 2008. This section in the 2007 Annual Report (p 144)
about the Galileo project is identical to that in the 2006 Annual Report, other than it is now reported that the
concessionaire is to be appointed by the end of 2007 and operations are to begin at 2011–12. No reason has been
given for these delays.
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(a) Why has the project been delayed? What is the Department doing to ensure that the project meets its new
deadlines?

— In their letter of 14 March, the German Presidency reported that negotiations had come to a
standstill between the consortium bidding to run the Galileo public private partnership (PPP)
concession and the Commission Agency, the European GNSS Supervisory Authority (GSA). The
consortium was concerned about the transfer of risk, the long term certainty of public sector
funding and the integration of the EGNOS augmentation programme with Galileo. However, the
consortium had not agreed on its governance structure and the distribution and location of
infrastructure and work-share and this appears to have been the immediate cause of the
breakdown.

— Despite the intervention of the German Presidency it proved impossible to resolve these problems
to the satisfaction of all parties. In June, the Transport Council agreed a Resolution concluding
that the negotiations had eVectively broken down and should therefore be brought to an end. The
Council asked the Commission to bring forward proposals for the October Council to consider,
setting out in detail, alternative options for taking the programme forward. It was also necessary
to include all possible options of public funding, based on an additional and thorough assessment
of costs, risks, revenues and timetables. The UK and the Netherlands entered a joint minutes
statement at the Council, stressing the desirability of using a PPP model to deliver the programme
and the need for competitive procurement.

— The Department has been in regular contact with Commission oYcials, the GSA, and our other
Community partners as the Commission develops the detailed proposals requested at the June
Council. We believe that the Community needs to use this opportunity to get the project back on
track by taking an informed decision on the way forward. The UK continues to press for a realistic
timetable for the programme.

(b) The former Minister stated that the Galileo problems would not delay any introduction of road pricing
schemes. What impact will the delays in the Galileo project have on the introduction of road pricing schemes
or other transport projects at the local or national level?

— The position remains the same. Global Navigational Satellite Systems (GNSS), including both
GPS and Galileo, can support a wide range of applications. However, no decisions have been taken
on whether to proceed with the introduction of a national road pricing scheme or on the
technology that might be used to support such a scheme. No UK transport projects, at local or
national level, are dependent on Galileo.

(c) What are the cost implications of the delays to Galileo and any consequential delays to other projects?

— The delays to the Galileo programme have increased the cost estimates for the programme but,
given the failure of the current PPP negotiations, it is unclear what the final costs will be. In our
joint minutes statement with the Netherlands to the June Council we asked for the Commission’s
assessments to “include a cost benefit comparison, on the same evidential basis, between public
procurement plus an operating concession, and a PPP for procurement and operation, as
originally planned. The comparison should cover the planned project lifetime, with replenishment
as foreseen, and be based on the most up to date information”. The original plan had been that
the costs of the satellite deployment and establishment of the ground control facilities in a PPP
would be funded one-third by the EC, through grant, and two-thirds by the PPP partner from an
overall estimated cost of ƒ2.1 billion (£1.4 billion). The concessionaire as the PPP partner would
then receive the revenue generated whilst meeting the operating and replenishment costs of the
system for the contract period. A move to greater public procurement and finance therefore has
long term implications for the EU Budget.

— With the failure of the current PPP negotiations the Commission put forward, in its
Communication of 16 May 2007, some approximate figures, based on early assumptions and
extrapolations of data, for the cost of diVerent future options for the procurement and operation
of Galileo. They indicate a total required public sector budget commitment, including for
infrastructure, availability payments (or operating costs), and replenishment costs, over the period
2007 to 2030 of between ƒ9 billion and ƒ12 billion (£6.1 billion–£8.2 billion), depending on the
option chosen. The public sector costs in the period 2007–13 (the period of the current Financial
Perspective) are estimated at between ƒ2.4 billion and ƒ3.4 billion (£1.6 billion–2.3 billion)
compared to the current available budget of ƒ900 millio.

— Any increase in the public sector contribution to Galileo would need to come from a redeployment
of funds from within the EU budget and may have an impact on other programmes and projects
financed by the EU budget. The Commission is expected to present a revised draft EC financial
instrument on the funding of Galileo (during 2007–13) to the budgetary authorities after a decision
has been taken on the nature of the procurement and operation of the programme by Council later
this year.
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(d) Given that private funding is unlikely owing to the lack of commercial interest, is it not now likely that the
system will be increasingly justified by its military purposes? How does DfT hope to ensure that the system will
be, as the Minister stated on 2 July, a civil project under civil control?

— The involvement of private funding in the Galileo programme has not been wholly discounted.
The proposals on the next phases of the programme, currently being developed by the
Commission, include considerations on the potential level of private sector involvement.

— Galileo has been defined and agreed as a civil programme under civil control since the project’s
inception and the EU Transport Council has repeatedly endorsed this; most recently in its October
2006 Council Conclusions. In the December 2004 Transport Council Conclusions it was also made
clear that changing the civil status of Galileo would require a decision under the terms of the
Common Foreign and Security Policy (CFSP). CFSP decision-making is by unanimity.

— Galileo’s open service, like that of GPS, can be accessed by all and therefore could be used by
military forces, for example for navigation or location purposes. The Government’s policy is to
safeguard against the development of a system for purely military applications, such as guided
munitions. We remain committed to working to ensure that Galileo’s development continues in
line with its agreed status as a civil programme under civil control.

E. Quality of Data

5. Figure 4b, “Road travel trends”, has not been updated since 2004. The data in the 2007 Annual Report (p
62) is reported on a diVerent baseline to that in the 2006 annual report (p 63). When does the Department
intend to update this data on road travel trends?

— Figure 4b in the 2007 Annual Report is based on data from the National Travel Survey (NTS),
presented as three year rolling averages. The latest data available from the NTS when this chart
was produced were from the 2005 NTS, so the latest point which could be calculated as a three
year average was 2004 (using data from 2003, 2004 and 2005). In the 2006 Annual Report the point
for 2004 was based on data for two years (the average of 2003 and 2004) but the method was revised
for the 2007 Report to be more methodologically robust. Data from the 2006 NTS were published
on 30 August 2007 and an updated version of Figure 4b, covering 1996–2005 is attached.

— In 2006 a weighting strategy was introduced for the NTS. This is designed to adjust for the fact
that certain groups are more likely to participate in the survey than others. It also adjusts for the
observed tendency for respondents to record fewer trips towards the end of their “travel week”,
during which they are asked to record details of their travel patterns (known as “drop-oV”). The
weighting methodology has been applied to data back to 1995, thus producing a discontinuity in
the time series at this point. Most time series are therefore now based on data for 1995 onwards.
Using three-year rolling averages, the first data point on the latest chart is therefore 1996. Further
details of the weighting methodology are available on the Department’s website at http://
www.dft.gov.uk/pgr/statistics/datatablespublications/personal/methodology/weightingnts/
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— Furthermore, we are also considering publishing our forward look of future travel trends based
on our National Travel Model, with an annual update in line withthe frequencywith which we
currently publish ourobserved statistics.
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6. The 2007 Annual Report noted that customers are increasingly using on-line systems for licensing vehicles
which require an MOT and for paying car tax (p 17). What is the overall proportion of customers using these
on-line systems?

(a) Has the Department got any targets for the proportion of customers to pay MOT and car tax, using
computerised systems in the future? If so, what are they?

— Take-up of the DVLA Electronic Vehicle Licensing (EVL) service continues to increase with
almost 1.1 million transactions taking place during July 2007. Currently some 32% of all licensing
transactions (figure for July 2007) are completed using EVL. Theforecast for EVL is to achieve a
take up of 60% by the end of 2008 however it should be emphasised that this is dependent on a
number of key changes that are being considered. These changes are:

1. Continuation of proactive marketing for the scheme including the development of an
incentive scheme that is acceptable to Ministers.

2. Proposed changes in legislation being accepted.

— The EVL service links with the Motor Insurance Database and also with VOSA MOT data to
verify that thereare current insurance and MOT certificates (when required—eg cars over three
years old) in place for the vehicle being licensed.

7. The 2007 Annual Report noted that 34 of the 37 cross-government policies contained in the Social Exclusion
Unit’s 2003 report on transport have been implemented (p 26). Which policies have not yet been implemented
and when will these policies be implemented?

(a) What assessments have been made of the impact of those policies that have already been implemented?

— Of the three policies currently outstanding, two are in the process of being implemented. These are
policies 5 (barriers to flexible transport) and 29 (criteria for eligibility for Patient Transport
Services), and are planned to be implemented in late 2008 and October 2007 respectively. Full
progress on the remaining outstanding policy (policy 13—revision of national planning policy
guidance) is being held in abeyance following CLG’s decision to revise only those PPGs aVected
by policy changes. However subsidiary guidance on Transport Assessments takes account of social
exclusion and accessibility issues.

— For most of the policies, it is too early to say what their impact has been. However, the impacts
of the following two policies are due to be evaluated—policy 1 (accessibility planning, which is the
cornerstone of the Social Exclusion Unit report) will have an evaluation research project
commissioned later this year or early 2008, and policy 16 (tackling road accidents in disadvantaged
communities) is due to have its evaluation reported in Autumn 2008.

2. PSA Targets

A. PSA1 Strategic Congestion (Annual Report 2007, p 235)

8. The 2007 Annual Report reported slippage against the PSA 1 target, strategic congestion. It noted that the
Highways Agency is putting in place a series of measures to achieve the target, including support units and
improved roadwork management (p 242). What evidence is there that these measures will improve traYc flow?

— The Highways Agency’s PSA reliability target delivery plan includes a number of measures that
contribute to a reduction in Average Vehicle Delay (AVD) on the strategic road network. The
business case for each work stream was assessed and, based on a number of technical assumptions,
an AVD benefit was estimated. The delivery and usage of these measures are monitored and
reported on a monthly basis.

— With reference to the two elements highlighted, incident support units and improved roadwork
management, an early indication of the benefits they deliver are as follows—

— Incident Support Units (ISU)—play a vital role in the clearance of serious incidents on the
network, enabling the road to return to full use as quickly as possible. The speed with which
the ISUs can respond have a significant eVect on the delays experienced by road users aVected
by critical incidents on the network.

— Before committing additional investment to enhance the service provided by ISUs, the
Agency worked closely with its service providers to accurately benchmark the frequency and
speed of their response to serious incidents. Following this assessment, a number of
improvements to the ISU service were assessed on a value for money basis and improvements
were implemented, termed Enhanced ISUs.

— Enhanced ISUs have been in operation since the start of the measurement year (March 2007
to April 2008). The Highways Agency has been collecting data on average response times
associated with incidents that primary ISUs have been dispatched to. This information has
been obtained from service providers on a monthly basis following the enhancements. Data



Processed: 10-06-2008 23:20:36 Page Layout: COENEW [O] PPSysB Job: 384067 Unit: PAG1

Transport Committee: Evidence Ev 43

collected over the first four months of the measurement year indicate the average response
time of primary ISUs has improved by around 11% (3.6 minutes) across 373 incidents where
data were available.

— In order to substantiate and confirm these encouraging early results, the Agency has
commissioned a detailed study to assess the actual impact of enhanced ISUs in mitigating
worst delays and returning traYc to freeflow levels following serious incidents. The results of
this work are expected in October/November 2007. When combined with the information
being collated from service providers, who directly operate the ISUs, it will provide evidence
of the scale of journey time reliability benefits delivered by enhanced ISUs.

Roadworks Management

— Roadworks can cause severe delay and disruption on the network. Therefore, managing
roadworks as eVectively as possible, to minimise their impact on vehicle delay, is a key
component of the Agency’s reliability delivery plan.

— Guidance has been developed on the application of speed limits to be implemented during
roadworks. A standard 50 mph limit shall be used, except in exceptional circumstances where
a lower limit is required for safety reasons. A number of existing and planned schemes have
revised their construction traYc management arrangements in light of this, raising the
temporary speed limit from 40 mph to 50 mph.

— Studies are currently being conducted to identify the positive impact on average journey times
of increased speed limits through major roadworks, such as the M1 J6a to J10 road widening
scheme. Early, un-validated results indicate that increasing temporary speed limits from 40
mph to 50 mph has had a significant impact on reliability for the 10% worst journeys. A
comprehensive set of results, derived from a larger sample of schemes, is expected in October.

(a) How will the de-trunking aVect DfT’s ability to reverse the slippage against this target?

— The policy of detrunking, ie transferring to local highway authorities the responsibility for trunk
roads that were considered to be non-core, was set out in the White Paper “A New Deal for
Transport”, published in July 1998 (Cm 3950). The inter-urban reliability PSA target applies only
to the “core” routes remaining in the strategic road network following the detrunking programme;
all non-core routes are excluded from the PSA measure and progress with the detrunking
programme therefore has no impact on achievement the target.

— The non-core routes were excluded from the inter-urban reliability PSA target as progress with the
detrunking programme is unpredictable and depends upon agreements being put in place with the
relevant local highway authority. Moreover, as explained in “A New Deal for Transport” in
advance of detrunking, the Highways Agency only promotes further improvements on non-core
routes where they are warranted on safety grounds. All other improvements, ie congestion/
reliability improvements, are considered by local highway authorities as part of their local
transport plans.

B. PSA2 Rail (Annual Report 2007, p 246)

9. What measures have been taken to ensure that the data used to compile the Public Performance Measure
(PPM) are robust, given that the 2006 Annual Report reported that Network Rail breached its licence by
failing to provide accurate information to its customers and funders (Annual Report 2006,p 100)?

— The OYce of Rail Regulation has commissioned an audit of this data and the findings
demonstrated that the data and its sources were sound.

10. The Technical note for PSA 2 (last updated June 2006) stated: “A quality assurance audit of the systems
that generate data, including PPM if required, will be undertaken as part of the development of the OYce of
Rail Regulation’s new responsibility as the single repository for rail industry data”. Has this been done? If so,
what are the findings?

— Auditors commissioned by the OYce of Rail Regulation have examined the processes and
procedures which govern the production of performance measures. The auditors have reported to
ORR that procedures are improving,and have made one specific recommendation and four
observations, which ORR confirm will be followed up with Network Rail.
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11. We note that the Department is examining the funding options for the Thameslink project. What are the
risks that the proposed capital spend will lead to higher fares for passengers?

— The White Paper “Delivering a Sustainable Railway” published in July 2007 confirms that the
policy on fares increases remains at RPI ! 1%. There is noproposal to vary this in the case of the
Thameslink project.

C. PSA3 Buses and Light Rail (Annual Report 2007, p 252)

12. On what basis does the Department find that it is on course to meet this target, given that the target for
growth patronage in every region outside London remains “challenging” (p. 253)?

— The Department’s assumptions for bus and light rail patronage growth suggest that the 12%
national patronage target will be met by 2010–11. However, the element of the target for growth
across all regions by 2010–11 remains challenging. It is interpreted as year-on-year patronage
growth in each region over the last three years of the target period—and the Department’s current
view is that, given the long-term background trends in car ownership and usage in some regions,
and the consequent implications for bus patronage, it remains a real challenge to achieve this.

(a) Aside from the local authority areas listed on p.253, which other local authority areas have seen an increase
in bus and light rail patronage?

— DfT’s own internal estimates for patronage down to local authority level cannot be used owing to
restrictions on disclosure of data arising from the provisions of the Statistics of Trade Act 1947.
However, based on local authority data (Best Value Performance Indicator 102 as reported in
Local Transport Plans delivery reports), compared to DfT estimates, the following areasare
among those that have seen a significant percentage increase in patronage growth:

Bath and North-East Somerset
Bournemouth, Poole and Christchurch
Brighton and Hove
Cambridgeshire
Dorset
Kent
Kingston-upon-Hull
Milton Keynes
Northamptonshire
North Nottinghamshire
Peterborough
Swindon
Telford and Wrekin
West Sussex
Wokingham
York City

(b) For each region, in what year does the Department first expect to see overall growth in bus and light rail
patronage?

— The latest estimates of bus patronage show that nearly all regions outside London saw a rise in
patronage in 2006–07 (compared to the previous year). This is largely a result of the free
concessionary fares policy. A further boost can be expected in 2008–09 with the introduction of
the national concessionary fares scheme.

(c) Of the 12% target for national increase, what proportion does the Department expect to come from
increased patronage in London?

— Current DfT forecasts show an overall increase in bus and light rail patronage of 22% by 2010–11
(from a 2000–01 base). Much of which can be attributed to growth in London. Some regions
outside London could show an increase in patronage by the end of the target period, but the overall
picture in the regions is likely to be one of decline. However, this decline has been reduced in recent
years and the increases in patronage associated with the introduction of free concessionary fares
are turning around the downward trend in all regions.
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(d) What impact, in terms of increases in patronage, is the introduction of a national concessionary fares
scheme in 2008 likely to have (p 278)?

— Our current estimate is that the introduction of a national concessionary fares scheme in 2008
could bring a 3.2% increase in patronage over two years.

(e) What are the cost implications of the national concessionary fares scheme?

— The Concessionary Bus Travel Act 2007 provides for a national bus travel concession in England
from April 2008, giving around 11 million older people and eligible disabled people free oV-peak
travel on local buses in any part of England. Up to £250 million of additional funding is to be made
available each year to fund this. Bus operators will continue to be reimbursed by local authorities
for carrying concessionaires on a “no better or worse oV” basis. The Government is confident that
this further funding is suYcient in total to meet the extra costs to councils.

— In addition, the Department will pay local authorities in England a grant to cover reasonable new
burdens arising from the need to issue new travel passes for the national concession. The size of the
grant payment will be announced shortly when the specification of the new pass has been finalised
following consultation and discussions with suppliers.

(f) Given the need to improve services outside London, why have the resources available for other bus grants
such as the Bus Challenge schemes and “Kickstart” projects declined since 2004–05 (Figure 6b, p 99)?

— The decrease in spending on “other bus grants” largely reflects the completion of the Department’s
funding of projects supported under the Rural and Urban Bus Challenge schemes. The last
competitions for funding under these schemes were held in 2003. The schemes have succeeded in
their purpose of demonstrating the potential of innovative approaches to meeting public transport
needs. The schemes were never intended to provide permanent revenue support. In many cases
projects initially supported by Challenge funding are now continuing with support from local
authorities and other sources. We will consider the case for a further competition for “Kickstart”
funding in the light of the outcome of the Comprehensive Spending Review later this year.

13. In the 2006 Annual Report, the DfT has committed to exploring the potential benefits of innovative light
rail schemes, including projects costing less than £5 million (p 285 of the 2006 DAR). However, we can find
no detail to any such schemes in the 2007 Annual Report. Can the Department give any details of pilot schemes
involving light rail that are be set up in the future?

(a) What is the Department doing to establish light rail schemes?

— The 2006 annual report outlined measures taken by the Department to address a specific
conclusion of the Public Accounts Committee in their 2005 report on Light Rail. The Committee
concluded that “innovative ultra light rail technologies had been excluded from departmental
funding because they cost less than the £5 million qualifying threshold for a scheme to receive
financial support”. In guidance to Local Authorities produced in 2005 the Department, taking the
PAC finding into account, waived the £5 million threshold for bids for pilot or demonstration
schemes and made it clear that when considering such bids it would be prepared to take into
account not only the scheme’s immediate costs and benefits, but the potential to unlock benefits
if adopted elsewhere. Since introducing this facility no Local Authority has submitted such a pilot
or demonstration scheme for funding. The Department will continue with these arrangements but
recognises that the issue is not simply the availability of funding for Local Authorities, but the
development by the private sector of the appropriate technology to the extent that it is a realistic
and deliverable proposition for Local Authorities to take forward.

14. The technical Note (updated 30 May 2007) stated that local authorities were being encouraged to develop
local accessibility indicators as part of their LTPs. There is an update on progress of this in the 2007 Annual
Report (p 114), which notes that the Department’s core accessibility indicators for 2005 have been calculated
and will be sent to local authorities by spring 2007. what are the core accessibility indicators?

— The core accessibility indicators provide a number of measures of accessibility by public transport,
walking and (where appropriate) cycling to seven service types: primary schools, secondary
schools, further education, GP’s, hospitals, food shops and employment. With the exception of
further education, indicators have also been produced for an “at-risk” sub-group of the
population. The indicators have been released as a series of spreadsheets on the DfT Transport
Statistics website, for England, excluding London, at Lower Super Output Area (over 27,000
diVerent areas). They show, for instance, the percentage of households in an area that are within
15 and 30 minutes of a particular service.
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(a) What will be the relationship between the Department’s core indicators and authorities’ local indicators for
accessibility?

— Accessibility is a local issue and as part of their Local Transport Plans authorities were required
to submit accessibility strategies. These strategies were founded on an evidence base of the real
problems that local people experience in reaching jobs and key services such as education, training
and healthcare. As part of this process, authorities were required to develop at least one local
indicator for accessibility that could be used to measure the success of their local strategies. The
core indicators have been calculated to help local authorities develop their evidence base for their
accessibility strategies. Using nationally consistent datasets, they give local authorities a picture
of journey-time barriers to accessibility to important services in their area. Most of the accessibility
indicators adopted by local authorities in their LTPs are based on journey times.

— http://www.dft.gov.uk/pgr/statistics/datatablespublications/ltp/coreaccessindicators2005
for more details on DfT accessibility indicators.

D. PSA 4 Urban Road Congestion (Annual Report 2007, p 243)

15. What stage has the Department reached in assessing whether the local authority delivery plans will achieve
the urban congestion target?

— Local authorities in the ten largest urban areas in England have set local targets for tackling
congestion in the context of increasing demand for travel. The Department has provided guidance
and support to these authorities on producing delivery plans setting out how these targets will be
met. The Department has assessed the plans against a set of criteria to determine whether they
provide confidence that the local targets will be met or exceeded. Where a plan provides such
confidence, the Department has released that area’s share of the Congestion Performance Fund,
which totals £5 million for 2007–08. So far eight of the 10 urban areas have produced plans which
have been assessed as giving confidence the target will be met. The Department is working with
the remaining areas to address the issues with their draft plans, and with all the ten areas as
appropriate to tackle congestion and meet the local targets. The delivery plans are live documents
which the authorities use to manage their programme of work to tackle congestion. They will
therefore be kept up to date, and the Department will see updated versions of the plans on a
regular basis.

E. PSA 5 road safety (Annual Report 2007, p 257)

16. Road Casualties Great Britain: Main Results 2006 shows that 169 children under 16 were killed in 2006
on the road compared to 141 in the previous year. Why has the number of children killed in road accidents
increased and what measures is the Department taking to ensure that the increase is not sustained?

(a) The figures also show a small increase in pedestrian deaths, but a small decrease in the number of KSI
casualties. This is against background of a 7% reduction in the overall number of pedestrian casualties. What
factors does the Department believe explain these trends and what action is the Department taking to reduce
further the number of pedestrian deaths?

Children

— The increase in child pedestrian deaths in 2006 was disappointing. However, the 141 killed in 2005
was the lowest number on record. The 2006 number of 169 is similar to the number killed in 2004,
which at 166 was then the lowest on record. The long term trend continues to be downwards. The
number of children seriously injured fell by 6%, from 3,331 in 2005 to 3,125 in 2006.

— Our target is to halve the numbers of children under 16 years old killed or seriously injured, by
2010, measured against the baseline of the 1994–98 average. The number killed and seriously
injured in 2006 was 3,294, which is 52% below the baseline of 6,860.

— It is diYcult to say exactly why there were 28 more children killed across Great Britain in 2006 than
in 2005. When dealing with road accidents where each case may involve a series of interacting
causal factors, such relatively small numbers are subject to a certain amount of random fluctuation
from year to year. For this reason, it is helpful to look at longer term trends and to larger sample
sizes—for example including serious injuries. The longer term trend might suggest that the 2005
figure may be below the long term trend rather than the 2006 figure being above it. Another
possibility is that external factors may have a part to play, such as the hot summer in 2006 leading
to more outdoor activity by children for more of the year, increasing their exposure to traYc and
hence the risk of being involved in an accident.
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What DfT is doing

— We published a new child road safety strategy in February 2007, replacing that issued in 2002. It
sets out to implement a wide range of measures to reduce casualties, including more local safety
schemes and greater promotion of safer road use by everyone, under the THINK! banner. DfT
runs a series of child and teen road safety publicity campaigns and will shortly be launching a new
campaign aimed at parents of younger children. Our campaigns aimed at drivers on a range of
issues also help to improve child road safety.

— We are firmly committed to tackling the significantly higher incidence of road casualties in
disadvantaged communities. Our £17.6 million Neighbourhood Road Safety Initiative has
supported 15 local authorities in the most deprived areas to tackle their special road safety
problems. We shall promulgate lessons learned and best practice from these, and our Birmingham
Inner City Demonstration project, to all authorities.

— There is strong evidence that practical training is by far the most eVective means of improving
children’s skills and judgements. So we have funded the £9 million Kerbcraft child pedestrian
training research project in 64 English local authorities, completed in March 2007. Schemes were
selected on the basis of deprivation and child casualties, training 5 to 7 year olds in three important
road-crossing skills. Independent evaluation shows that trained children have made statistically
significant improvements to key behaviours, compared to untrained children. We will be
disseminating the findings of the research to all local authorities.

— We strongly advise parents to encourage their children to take cycle training. The national cycle
training standard, under the Bikeability name, provides a practical on-road training scheme. This
provides the opportunity to influence their future travel behaviour by enthusing them and
equipping them with the necessary skills. We are providing additional funding for local authorities
to increase their cycle training capacity and direct to schools by way of the Schools Sport
Partnerships for new cycle training for 10-11 year olds as part of our plans to roll out Bikeability
training across England. An extra 100,000 children will be trained by 2008–09.

— Engineering measures, especially 20 mph schemes, and enforcement measures, such as speed
cameras, have been shown to benefit all road users and especially children.

Pedestrians

— The number of pedestrians killed in Great Britain in 2006 increased by 4, from 671 in 2005 to 675.
This is 33% below the 1994–98 baseline average of 1008. The number of child pedestrians aged
0–15 killed in 2006 increased by 8, from 63 to 71, while the number aged 16–59 fell by 3, from 337
to 334 and the number aged 60 and over rose by 1, from 267 to 268. The number of unknown age
fell from 4 to 2. So the increase in pedestrian deaths and the increase in child deaths in 2006 are
probably related, though as noted above, such small fluctuations may not be statistically
significant.

What DfT is doing

— Much of our activity to improve child road safety mentioned above relates to pedestrian safety. A
range of engineering measures can help to improve the street environment and make it safer for
child and adult pedestrians, including safer crossing places andtraYc calming measures. These are
provided by local highway authorities. DfT provides guidance on good practice, including the
recent publication of “Manual For Streets”.

— Other factors leading to an improvement in pedestrian safety include the design of cars to reduce
the severity of pedestrian impacts, as well as eVorts to improve driver behaviour through
enforcement and publicity in areas such as speeding and drink-driving. Also, many adult
pedestrian fatalities are themselves over the drink-drive alcohol limit. The Home OYce has
recently produced a publicity campaign on the risks of alcohol, which included the increased risks
of being involved in a road accident as a pedestrian.

F. PSA 6 Air Pollution (Annual Report 2007,p 260)

17. The 2007 Annual Report indicated that objectives for three pollutants—nitrogen dioxide (NO2), particles
(PM10) and sulphur dioxide (S02)—were not met (p 261). In what areas are these pollutants most
concentrated and what are the public health implications of this?

— In 2006, air quality modelling shows that 89km2, with a population of around 770,000, in London,
Greater Manchester and the West Yorkshire urban area and 4745 km of major roads (motorways
and A roads) in urban areas (1,500 km in London) exceeded the NO2 annual mean objective. The
PM10 24 hour objective was exceeded at 51km2 with a population of 410,000 in London, the West
Midlands urban area and Coventry and 1,580 km of major roads (1,012 km in London). The PM10

annual mean objective was exceeded at 163 km of major roads (160 km in London). Air quality
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modelling in 2005 showed a small area exceeded the SO2 15 minute, hourly and daily objectives,
around a brickworks in Stewartby, Bedfordshire. The modelling has not been completed for 2006
to date.

— The exceedences of the limit values are expected to have a range of eVects on health depending on
both the pollutant and the level of exposure. The key concerns include impacts on daily deaths,
admissions to hospital from treatment of both respiratory and cardiovascular diseases and
bronchoconstriction. These pollutants may also have additional impacts on particularly sensitive
groups such as asthmatics and children.

18. The 2007 Annual Report states “data uncertainties for the whole of the UK automatic monitoring network
will be recalculated following type approval of the equipment required by the guidance document from the
European Standards Institute” (p 262). Have the data uncertainties for the UK monitoring network been
recalculated yet? If so, what is the new calculation for the rate of uncertainty of data in the UK monitoring sites?

— The data uncertainties have not been recalculated for the entire network yet, as around 50% of the
automatic monitors on the UK automatic monitoring network have not been “type approved” to
date by European Standards Institute: CEN. For those monitors that have been through the “type
approval” process, uncertainties are !/"15% or better.

19. The Technical Note states that the objectives for nitrogen dioxide and particulates “might need to be
revised” following a European Commission review in 2004–05. What was the outcome of the review and what
implications has it had for the objectives for nitrogen dioxide and particulates?

— The Air Quality Strategy for England, Wales, Scotland and Northern Ireland was published on
17 July 2007. No changes were made to the nitrogen dioxide objectives. The Strategy introduced
additional objectives for ultrafine particles (PM2.5). These were an annual mean objective of
25µg.m"3 and an exposure reduction objective at urban background sites of a 15% reduction by
2018–20 on 2008–10 concentrations. The European Commission Review culminated in the
publication of a proposal for revised legislation from the European Commission in September
2005. The Directive is still being negotiated. This currently contains an annual mean target (until
2015) and limit value (from 2015) of 25µg.m"3, although there are tabled proposals to changes this
to between 20–25µg.m"3 from the European Parliament. The Directive also contains a proposal
for an exposure reduction target of 20% by 2018–20 on 2008–10 concentrations. The Air Quality
Strategy objectives may require further revisions following the publication of the new Directive,
which is expected in early 2008.

— The Directive arising from the EU Review will also include compliance flexibilities of at least five
years for NO2 and, for PM10, three years after the date of entry into force of the directive. Use of
these flexibilities will be subject to establishing an air quality plan.

G. PSA 7 Climate Change (Annual Report 2007, p 260)

20. The Renewable Transport Fuels obligation requires 5% of transport fuel to be from renewable sources by
2010. The annual report (p 266) states that “the government now intends the level of the Obligation to rise from
above 5% after 2011–11”. Could the Department provide a table that shows the proportion of transport fuel
that the Government intends to be drawn from renewable sources, and from which sources, in the next 10 years?

— The Department does not hold precise forecasts for how obligated suppliers under the RTFO
intend to meet their obligation. An obligation of 5% by volume is equivalent to 2.5 billion litres of
biofuels a year and we expect suppliers to meet this from both imports and domestically produced
biofuels. Raising the level above 5% would be dependent on evidence of biofuels being produced
in a sustainable way. The European Council has set a target for a 10% share by energy (equivalent
to about 13% by volume) of biofuels in overall EU transport petrol and diesel consumption by
2020, again subject torequirements on sustainability.

3. Financial Performance

21. The resource Budget for the Driver and Vehicle Licensing Authority (DVLA) has fluctuated considerably
over several years. In particular, the 2006–07 estimate outturn is for £214 million, an increase of £50 million
over the prior year (2007 Annual Report, p 210). What are the reasons for these fluctuations?
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(a) The DVLA’s capital budget in 2006–07 has increased by £20 million from the prior year (pp 212–13). What
are the reasons for this increase?

— The increase in DVLA’s budget between 2005–06 and 2006–07 results from a number of factors.
An increase in funding for VED collection and enforcement was planned for 2006–07 as part of
the agency’s SR04 settlement. However the year also included a number of one-time changes such
asfunding to support the development of the Department’s Shared Service centre in Swansea and
changes in the accounting treatment of VED enforcement receipts. The increase in DVLA’s capital
budget in 2006–07 also relates primarily to the development of the Shared Service Centre.

22. In note A3 (capital budgets) the figures for capital spending on railways (within PSA Objective I, “Support
the Economy”) are not consistent with those in 2005–06 DAR.

There are also significant changes to the figures for the other PSA objectives (II, III and IV). These are not
adequately explained in the footnotes on pp 220–221. Could the Department please reconcile these tables?

— The reclassification of London and Continental Railways (LCR) accounts for nearly all of the
diVerence in Rail Capital figures between DAR 2006 and DAR 2007 (ref footnote 2b p220—the
reconciliation table is contained in Annex A).

— This reclassification had the eVect of bringing the LCR Capital Expenditure within the DfT budget
and of moving the capital grant and utilisation of the provision in respect of CTRL out of the
budget.

— The remaining diVerences can be accounted for by changes in Budgeting treatment as set out in
the HMT Consolidated Budgeting guidance.

— A budget reclassification of the treatment of profit/loss on disposal of assets from resource to
capital (indicated by NCH) accounts for three changes in the Railwaysnumbers. It was Resource
Non Cash in DAR 2006 and Capital in DAR 2007 (see footnote 2a p220).

— The reclassification of resource investment from resource to capital accounts for the diVerence
marked as RINV. The line was reclassified to capital due to the fact that it is a provision in respect
of a capital grant.

— A full reconciliation, which includes the Railways diVerences, is attached in Annex A.

— In addition to the budget reclassifications described above which also aVected other areas of the
Department, there was a major reclassification of the Greater London Authority Transport Grant
from Capital to Resource. That change is marked in Annex A as GLA and referred to in footnote
2c page 220 of DAR 2007.

23. Please explain the key risks to the budgets in 2007–08.

— The Department is planning to drawdown resource near cash EYF to bring provision into line with
funding assumptions in the 2004 spending review settlement, to fund pressures the increases in
franchise costs has arisen from the change of contractual arrangements with GNER from a
franchise agreement to a management contract (pending the reletting of the franchise), which
moved anticipated income from a premia receipt to revenue neutral to DfT and to provide funding
for the reclassification of London and Continental Railways as a public corporation. As in
previous years it is anticipated that the Department will pay grants to Cross London Rail Links
Limited for ongoing work on the Crossrail hybrid Bill not currently in budgets. A significant risk
to the Department’s budgets is likely to arise from Metronet going into administration. We are
working closely with Transport for London, London Underground, and Metronet’s PPP
Administrators to better understand and manage this risk, but it is too early to say with any
certainty what the financial implications will be. [check for update]

4. Efficiency Programme

24. The Committee would like an analysis of the Department’s reported eYciency savings according to whether
they are “provisional”, “interim” or final, as classified by the OYce of Government Commerce.

— As Question 25, below, requests a copy of the Department’s latest quarterly eYciency return to
HM Treasury (which has now taken on lead responsibility for the Spending Review 2004 eYciency
programme from OGC), we have answered this question in the context of this latest return, being
the most up to date figures available. Of the total £682 million eYciency gains reported at Quarter
1 2007–08 (covering the period to 30 June 2007), £436 million (64%) were classified as “Final” and
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£246 million as “Interim”. No gains were classified as “Provisional”. Of the £246 million in the
“Interim” category, we expect these gains to be confirmed as final according to the following
timetable:

— Highways Agency Strategic Roads. The Quarter 1 return included “Interim” gains of £144
million. It is expected that these will be confirmed as “Final” in time for the Quarter 2
2007–08 return.

— Local Authorities. The Quarter 1 return included “Interim” gains of £87m. These gains are
recorded via the Annual EYciency Statement process, sponsored by Communities and Local
Government, and they set the timetable for confirmation of local authority gains—which
includes consideration by the Audit Commission. It is expected that local authority gains will
be finalised towards the end of this financial year.

— The remaining balance of £15m relates to smaller measures, where gains cannot be confirmed
as “Final” until full-year outturn figures are known at the end of the financial year.

25. The Committee would also like to have copies of the Department’s latest quarterly eYciency monitoring
reports that were submitted to the OGC. We note that other committees have already requested and obtained
such documents and like them we would, if the Department requested, treat these as confidential. (It would be
helpful if any material which the Department submits in confidence could clearly be marked as such on each
page)

— Attached is a copy of our latest eYciency return to HM Treasury, for Quarter 1 2007–08, which
was submitted to HM Treasury on 31 July 2007 (attached as Annex B). In order to avoid
classifying this document as “Confidential”, we have removed the forecast element from the
version that was sent to HM Treasury. We will be quite happy to share the full version with the
Committee, if required, but we have been advised that the full version, including forecast data,
would need to be treated on an “in Confidence” basis, as HM Treasury have not yet placed forecast
information in the public domain.

26. What proportion of the eYciency gains reported in the 2007 Annual Report (p 44, Figure 3a) were
cashable?

— The Gershon Review set the target eYciency gains to be delivered by Departments and stated that
at least 50% of these gains should be cashable. The Department for Transport was set an overall
target of £785 million in eYciency gains by the end of financial year 2007–08, meaning that at least
£393 million must be cashable. The Annual Report included overall gains of £532 million achieved
up to 31 December 2006, of which £366 million, or 69%, were cashable. Our most recent return to
HM Treasury, for Quarter 1 2007–08, reported overall gains of £682 million, of which £509
million, or 75%, were cashable.

(a) What verification of eYciency savings has been carried out, if any, beyond the OGC reporting?

— The Programme has pursued a number of approaches to verify that gains claimed and the
methodology for calculating them are robust and transparent. The programme as a whole has
undergone two OGC Gateway 0 reviews, which provided an independent assessment of the
measurement methodology, governance and challenge function within our programme. The major
workstreams within our programme have also undergone Gateway 0 reviews for their own area,
again providing an independent view on the health of our programme and how it is managed.

— The Department’s own Internal Audit team has carried out health checks and reviews of the rigour
being applied in the management of the programme. The Department’s programme was also
included in a report on the Government-wide eYciency programme, published by the National
Audit OYce in January 2006, which commented positively on several aspects of the Department’s
approach to assurance. The Department continues to pay close attention to ensuring the
robustness of gains, with sign-oV of all returns being carried out from the bottom up. The Senior
Responsible Owner of each individual workstream must sign oV their contribution to quarterly
reports to confirm that they have satisfied themselves that all gains claimed are robust and in
accordance with the HM Treasury measurement guidance.

(b) What is the Department doing to ensure that its eYciency programmes do not lead to reduced service
quality?

— In order to qualify as a genuine eYciency gain, it is essential that initiatives do not lead to a
diminution of service quality and all the initiatives that make up our programme have agreed
standards in place to ensure that service quality is being maintained. The Department’s EYciency
Technical Note, published on the DfT web-site, includes a summary of these quality standards.
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Every workstream claiming eYciency gains has agreed a quality measure with the HM Treasury
EYciency Team and they are obliged to confirm in each quarterly report that quality of service has
been maintained against this standard.

Supplementary Questions as Outlined in Letter dated 8 August 2007

Metronet

1. What communications did DfT have with the PPP Arbiter, LU and TfL concerning Metronet in the period
leading up to the publication of the DAR?

— DfT regularly liaises with the TfL and LU at a number of levels regarding the performance of
London Underground. DfT also held a number of discussions with the PPP Arbiter’s OYce to
discuss aspects of the PPP Agreements, consistent with our respective roles. These discussions and
correspondence would have covered a number of major issues, including the PPP contracts and
the performance of both infrastructure companies, Metronet and Tube Lines.

2. What contingency planning did DfT carry out after the Arbiter’s first Annual Report? In particular, did DfT
monitor the steps taken to improve Metronet’s performance?

— DfT is not party to the PPP contracts, they are between LU and the PPP companies. As such it
would be inappropriate and impractical for DfT to get involved directly in the management of the
PPP contracts or the infrastructure companies themselves. As stated above DfT has regular liaison
meetings with LU, TfL and other parties relating to the Underground, factors aVecting its
performance and the steps being taken to improve Metronet’s performance.

3. We note that at the end of the third year of its PPP contract one of the two Metronet companies (Metronet
SSL) had achieved a cumulative bonus, ie it was performing above threshold (2006 DAR, p 136). What were
the circumstances that caused this sharp decline in the performance of SSL?

— The Department’s 2006 Annual Report includes a bonus of £5.8 million attributed to Metronet
SSL over the first three years of the PPP, representing 0.5% of LU’s expenditure under the SSL
contract.

— While Metronet did receive performance bonus payments up to the third year of the contract these
were significantly below the level anticipated in their bid. It is also only during the third contract
year that the level of abatements under the station upgrade programme increased, reflecting the
higher number of stations due to be completed. One of the major areas of concern highlighted by
the Arbiter’s Annual Report of Metronet in November 2006 was their station programme where
it was noted that they were significantly behind schedule in delivering their obligations. Metronet
were also starting to experience diYculties in their delivery of the improvements of ambience
(appearance) and capability (line capacity).

— It is important to note that Metronet’s diYculties stemmed primarily from the cost side (ie higher
than bid cost) and secondarily from the performance side, though that too was material.

4. In 2005 the Committee was informed that new signalling would be installed on the Victoria, Piccadilly and
Bakerloo Lines over the period 2013–20. What are the likely impacts on this programme of Metronet going
into administration?

— While Metronet is in administration LU, the administrators and Metronet are working together
to ensure that work continues towards delivering the Victoria line upgrade by the contract date of
2013, but it is too early to judge whether administration will have an impact on the completion
date. Work on the upgrade is continuing, including the new signalling system where cabling has
now been installed in the tunnels and communications testing successfully undertaken between
trains and the new equipment rooms. The first new train is also now being tested on the network,
with the new fleet due to enter service from 2009.

— The Piccadilly line is being upgraded by Tube Lines and not Metronet, so is unaVected by
Metronet going into administration. The line upgrade, including a new signalling system and train
fleet, is on schedule to be completed by 2014.

— The upgrade of the Bakerloo line is scheduled to begin during the second period of the PPP—
beyond 2010, with completion in 2020. Early planning is currently underway within LU and
Metronet.
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Shared Services Transfer Programme

5. The DVLA/DSA business unit was scheduled to “go live” in April 2007 (DAR p 47). Has this now occurred?
Was the testing suYcient to ensure that there were no teething troubles?

— The go live of the SSC and the first two business units—DVLA and DSA—took place in April as
planned. The go-live was phased over several weeks with functionality being released and users
being brought on stream on a planned, gradual, basis.

— Although SSC operational readiness was tested prior to go-live through an extensive dry run, as
a result of challenging time-scales, certain risks to the stability of the system were known and
articulated.

— Teething problems were experienced and there are some residual issues over system stability and
the processing of purchase orders and invoices. This has led to diYculties with banking services
and a backlog of invoices waiting processing. Some emergency payments have been required and
some suppliers have been paid late, in part due to the lack of purchase order numbers on invoices.
Additional staV were brought in to address the backlog of invoices, but there are likely to be three
months in which DVLA and DSA’s prompt payment targets will not have been achieved. The
teething problems were due more to the bedding in and understanding of end to end processes and
procedures rather than deficiencies with solution testing.

— Employee Self Service (ESS) and Manager Self Service (MSS) have been rolled out to all
professional and admin users in DVLA and DSA. On-line T&S functionality for DSA’s driving
examiners will be rolled out once improved Portal performance and system reliability has been
sustained.

— Four payroll runs have now been made by the new SAP system, and error levels are currently lower
than previously experienced.

6. Has the roll-out provided evidence to enable better-informed scoping of the potential benefits of the shared
services programme?

— Further to the “go live” of DVLA and DSA a small Benefits Realisation team has been established
and is engaged with both agencies and the SSC in order to support and challenge their delivery
of benefits.

— Solid foundations were put in place identifying benefits in the original business case in 2004 and
2005. A new quarterly reporting cycle is in place to enable both the benefits team and the agencies
to fully understand the realisation of these and additional tangible and intangible benefits.

— At “go-live” of the two business units, not all functionality was transferred to the Shared Service
Centre. The items of deferred functionality surrounding time management and e-recruitment will
eVectively delay realisation of around 40 Full Time Equivalent’s (FTE’s) at DVLA until October
2008. Work is currently underway to assess the impact to DSA. Despite this, both agencies have
identified both FTE and IT cost savings as being realised. In addition to those measurable savings,
focus is also being given to intangible benefits which can often be ignored and were not previously
considered. They cover the benefits drawn from more eYcient ways of working; cultural benefits
as well as the eVects of better quality and more timely information to the organisations’ decision
making processes.

7. What are the emerging issues for the roll-out of the SSC for the central Department and other agencies?

— An in-depth “lessons learned” exercise was undertaken following the implementation of DSA and
DVLA and the resulting recommendations are now being put into practice in support of the
migration of the next two organisations to migrate, DfT(C) and MCA.

— The key issue now is that the SSC and SAP solution are in place and operational. These need to
be fully stabilised and prepared to accept new customers in 2008. The incoming organisations need
to be ready to adapt to the new ways of working, with a clear and full understanding of the eVect
on end-to-end processes rather than simply in terms of a new IT system, and the resulting
organisational and cultural change of working with an “external” service provider. This will
require a joined up, one team, approach between the programme, the SSC and the new customers
and will be supported through communications and training.

— Two key lessons that the central Department and other Agencies need to make sure when
preparing for the transition to shared services is that appropriate attention is paid to specifying
the Business Unit organisation structure, employee roles and responsibilities, and data
management and migration. This will help ensure the right training is provided to embrace the new
ways of working and ensure that staV get access to the information and shared services they need
to improve local performance and the delivery of front-line services.
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— In parallel, business unit (including SSC) eVort needs to be directed to the timely realisation of
benefits through adoption of new ways of working through a mutually agreed service relationship
framework that directly supports performance and continuous improvement using service level
agreements (SLAs) and operating level agreements (OLAs), including exploiting the non-financial
benefits of employee and manager self-service and better quality and more timely management
information.

November 2007
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Annex A

Reconciliation of Capital tables in DAR 2006 and DAR 2007
Figures (£m) for: 

 2001-02 2002-03 2003-04 2004-05

In 2006 DAR Total Capital Budget 
 3,857 6,204 6,690 6,043 

In 2007 DAR Total Capital Budget 
 3,979 5,058 5,233 5,222 

Difference (2007-2006) 
 122 -1,146 -1,457 -821 

 
Lower level data  
 
DAR Category 2001-02 2002-03 2003-04 2004-05 ref  Account (SCOA) Description 
PSAO 1 - Highways Agency 
 
 

0 0 1 2 NCH DAR 2007 Footnote 2 a page 
220 

Profit on disposal of land 

PSAO 1 - Highways Agency 
 
 

0 0 0 -1 RINV DAR 2006 Footnote 1 a page 
233 

Utilisation of Other Provisions - Cap Grants to Private 
Sector Companies 

PSAO 1 - Logistics and Maritime 
 
 

0 -2 0 0 NCH DAR 2007 Footnote 2 a page 
220 

Profit on disposal of land 

PSAO 1 – Railways 
 
 

-13 -8 -22 -4 NCH DAR 2007 Footnote 2 a page 
220 

Profit on disposal of land 

PSAO 1 – Railways 
 
 

0 -966 -970 -65 LCR DAR 2007 Footnote 2 b page 
220 

Provisions - Capital 

PSAO 1 – Railways 
 
 

-352 -405 -382 -537 LCR DAR 2007 Footnote 2 b page 
220 

Grants to Private Sector - Companies (CAPITAL) 

PSAO 1 – Railways 
 
 

994 963 897 674 LCR DAR 2007 Footnote 2 b page 
220 

Public Corporations Net Capital Expenditure - Special 
Case - in Budgets 

PSAO 2 - Greater London 
Authority Transport Grant 
 

-507 -728 -981 -881 GLA DAR 2007 Footnote 2 c page 
220 

Other Grants to Local Authorities (CAP) 

PSAO 3 – Railways 
 
 

0 0 0 -2 RINV DAR 2006 Footnote 1 a page 
233 

Utilisation of Other Provisions - Cap Grants to Private 
Sector Companies 

PSAO 4 - Central Administration 
 
 

0 0 0 -7 RINV DAR 2006 Footnote 1 a page 
233 

Utilisation of Other Provisions - Cap Grants to Private 
Sector Companies 

 
122 

                
-1,146 

               
-1,457 

               
-821 
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Annex B
OGC Quarterly Reporting Schedule
Department Department for Transport
Target £785m
Quarter reported Quarter 1 (Q1) 2007-08

Initiative
Ref

Directorate
/Agency

Initiative
Title

Target
(2007-08) £m

Actual Position
end - June 07 Data Systems Assurance Cashable

element
Quality Maintained

Q1 (2007-08) Yes No
Likely

to
Change

May 
Change

Will
 Not 

Change
Yes No Yes Not yet 

demons-
trated

Provisio-
nal

Interim Final Partial Sub
-stantial Full

DFT0201 DVO E-delivery ³
DFT0202 DVO Productivity ³
DFT0203 DVO Procurement ³ 57.5
DFT0204 DVO Support Services ³
DFT0205 DVO Policy & Regulation ³

DFT0101 DVO Vehicle Excise
Duty

0¹

DFT0103 DVO Sale of Marks etc ² 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0

DFT0301 Local
Authorities

Local Authority
Roads

- Procurement
137.1 137.1 60.0 77.1 137.1 77.1 60.0 60.0 77.1 60.0 77.1 101.8

DFT0302 Highways
Agency

Strategic Roads
Procurement Pre-
SR04 Contracts

144.5 144.5 144.5 144.5 144.5 144.5 144.5 67.7

DFT0303 Highways
Agency

Strategic Roads
Procurement  

- SR04 Contracts
As Above

DFT0401 Local
Authorities

Revenue Support
Grant A - Tendered

Services 
66.0 66.0 26.5 39.5 66.0 39.5 26.5 26.5 39.5 26.5 39.5 58.2

DFT0402 Local
Authorities

Revenue Support
Grant B - 

Concessionary
Fares

As Above

DFT0403 Local
Authorities

Local Transport
Capital (LTC) - 

Integrated Transport
Block

As Above

DFT0404 Local
Authorities

Local Transport 
Capital B - Majors

40.4 40.4 40.4 40.4 40.4 40.4 40.4 40.4

63.363.3 63.3 63.3

Measurement Methodology 
Agreed (Including baseline)

63.3

Data ClassificationsData Maturity Quality

Measure

63.363.3

£m
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Annex B (CONT’D)

DFT0405 TfL Transport for London
Business Plan

153.0 153.0 153.0 153.0 153.0 153.0 153.0 153.0

DFT0406 TfL
London Underground

(LU) Public 
Private Partnerships

(PPP) contracts
0.0

DFT0501 Central
Department

Central Department 
Headcount Reduction

9.9 9.9 9.9 9.9 9.9 9.9 9.9 9.9

DFT0502 Central
Department

Support Services
proposed move to

Shared Services Unit
0.0

DFT0601
Central

Department Minor Programmes 63.1 63.1 15.0 48.1 63.1 63.1 15.0 48.1 63.1 15.2

Grand Total 785.0 682.3 682.3 0.0 0.0 101.5 580.8 682.3 0.0 595.8 86.5 0.0 246.0 436.3 0.0 96.4 585.9 508.7

Headcount DVO Group DVLA 500 182
Headcount DfT(C)       Central Department 200 280

700 462 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Target (2010-11) £m

Lyons Relocation DfT( C) 60 49

² DVO's Sale of Marks workstream reports the value of sales receipts on an annual basis.  These are not yet available for 2007-08, but DVO expect them to reach at least the target figure of £5m. 

³ DVO have reported their end-year figure for 2006-07 against their Efficiency and Effectivness workstreams rather than the actual position for Q1 2007-08, as this data is only available annually rather
than quarterly.

Print Name: Signature:

Position: Date:

I certify that a self assessment against the principles outlined in OGC's "Guidance for Signing-off SR04 Efficiency Gains"has been undertaken and the

figures contained herein represent a fair reflection of the current status of the Department for Transport's Efficiency Programme. 

Headcount Grand Total

¹  In DVO's VED workstream, the results of the 2006 Roadside Survey indicated that VED evasion had increased to the extent that it would not be possible to score any efficiency gains in this area at the
present time. The DVO Group believe that the results of the Roadside Survey are underestimating the level of VED actually collected and are reviewing how this might be addressed.

Initiative Ref Directorate/
Agency

Initiative Title Target
(2007-08) £m

Actual Position
end - June 07

£m
Data Systems Assurance Cashable

elementQuality
Maintained

Q1
(2007-08) Yes No

Likely
to

Change

May 
Change

Will
 Not 

Change
Yes No Yes Not yet 

demons-
trated

Provisio-
nal

Interim Final Partial Sub-
stantial

Full

Measurement
Methodology

Agreed (Including baseline)
Data ClassificationsData Maturity Quality

Measure
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Supplementary memorandum from the Department for Transport (DAR 01A)

Transport Select Committee Hearing—24 October 200

At the Transport select Committee to discuss the DfT Annual report on the 24 October 2007 we agreed
to supply further information on the following topics:

(1) Possible Audit Commission challenge to local authority bus patronage figures.

(2) Impact of reform of Air Passenger Duty on air freight (including impact on regional airports).

(3) Details of spending on Logistics and Maritime and whether these figures included spending on the
MCA.

(4) Further information on the cost of EASA certification activities.

(5) Further information on the UK’s position with regards to the financial implications of Galileo.

1. Possible Audit Commission Challenge to Local Authority Bus Patronage Figures

— The bus and light rail patronage data used to assess progress towards the PSA target are National
Statistics, and the Quality Assurance Review of 2003 confirmed that they are fit for purpose.

— The National Audit OYce reviewed the quality of the data in 2006 and made some comparatively
minor recommendations on how to improve them further. DfT acted on their recommendations,
and improved the collection, analysis and time series of bus patronage. In particular, DfT
commissioned research on levels of reporting of bus patronage by drivers. Because of this,
adjustments were made to bus patronage estimates from 1985–86 to allow for the under-reporting
of non-cash fare passengers. It is expected that the next NAO report, in December, will reflect the
range of improvements that have been made.

— More specifically, the data used to compile DfT’s estimates of bus and light rail patronage outside
London are largely based on the survey responses from bus and light rail operators. They are not
based on local authority estimates. For London, DfT primarily uses data obtained by TfL from
ticket sale data and information on usage of season tickets and other tickets that they collect from
passenger surveys. Adjustments to the TfL estimates are subsequently made by DfT for passengers
boarding TfL buses outside the Greater London boundary and for non-TfL services inside
London.

— Local authorities collect their own bus patronage data which they submit to the Communities and
Local Government Department and which are checked by the Audit Commission. Apart from the
Metropolitan Areas, this is done by collecting the data from operators. In the Metropolitan Areas,
the Passenger Transport Executives, like TfL, do not rely on operator estimates, but commission
on-board bus surveys for this purpose.

— The diVerences between the local authority estimates and DfT’s internal estimates are now quite
small, partly because DfT has liaised with local authorities in recent years to eradicate them. In
terms of total passenger journeys, the two sets of figures now only diVer from each other by
about 1%.

— The Audit Commission has the responsibility of auditing the Best Value Performance Indicator
(BVPI) estimates submitted by local authority estimates, including the indicator for bus passenger
journeys (BVPI102). The challenges mentioned by the Committee refer to the routine enquiries
made into the data and there is no suggestion that the Audit Commission regards any estimate as
bogus at this stage.

2. Impact of Reform of Air Passenger Duty on Air Freight

— The Government understands that replacing Air Passenger Duty (APD) with a duty paid per plane
rather than per passenger may have diVerent impacts in diVerent areas of the industry, such as
freight or regional airlines. Considering the impacts of a per plane tax is one of our priorities for
consultation. An informal consultation with other Government Departments and industry
stakeholders started after the Pre-Budget Report with the emphasis on investigating impacts on
freight and transit/transfer passengers, as well as discussing the basis of the duty and ways to make
it better correlated to distance travelled. A formal consultation will be published in the new year,
in which we will be seeking views from the industry and other stakeholders on the details of the
per plane duty and a clearer understanding of these impacts.

— The DfT is working closely with HM Treasury on this issue and will be involved in the informal
stakeholder discussions leading to the publication of the consultation. Additionally, the
consultation will be accompanied by a partial Impact Assessment that will provide preliminary
information and analysis relating to the costs and benefits of the proposal. It is worth reiterating
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that the change aims to send a signal more aligned with environmental impacts and ensures that
aviation pays a fair contribution towards the Government’s spending priorities including public
transport and the environment.

3. Details of Spending on Logistics and Maritime and Whether these Figures included Spending
on the MCA

— The figures for Logistics and Maritime and MCA are presented separately in the Annual Report
and these are reproduced for your convenience below.

2001–02 2002–03 2003–04 2004–05 2005–06 2006–07 2007–08
Outturn Outturn Outturn Outturn Outturn Outturn Plans

£’m’s £’m’s £’m’s £’m’s £’m’s £’m’s £’m’s

Resource Budget
Logistics and Maritime 14 11 17 15 29 46 34
Marine and Coastguard Agency 94 105 111 119 118 121 120

Capital Budget
Logistics and Maritime 17 6 10 14 8 40 12
Marine and Coastguard Agency 11 16 9 8 8 6 8

Total Budget
Logistics and Maritime 31 17 27 29 37 86 46
Marine and Coastguard Agency 105 121 120 127 126 127 128

— The increases in the Logistics and Maritime line between 2001–02 and 2004–05 are within the
boundaries of normal year on year increases.

— The increases between 2004–05 and 2005–06 and then 2006–07 was primarily due to a transfer of
responsibilities for freight grants from SRA to DfT in June 2005. The other major increases were
due to increased funding costs for Galileo borne by the Department and to increased borrowing
by Trust Ports (which, although scored on our balance sheet, is not controlled by the Department).

4. Further Information on the Cost of EASA Certification Activities

— The Fees and Charges Regulation (EC Regulation 593/2007), which sets the fees that the European
Aviation Safety Agency can levy for its certification activities, came into force on 1 June 2007. Its
adoption followed a consultation involving EASA’s Management Board, on which the UK
Government is represented.

— The Regulation represents an improvement on the previous fees and charges system, which did
not provide the Agency with enough income to cover its certification activities, as required by the
European legislation governing the Agency. However, the Agency’s fees and charges will be refined
in due course as the financial and management information available to the Agency improves. The
Government will continue to work closely with the CAA, to ensure that the Agency invests in the
necessary IT systems to provide this information, so that the fees and charges set by the Agency
accurately reflect the work done by its staV.

5. Further Information on the UK’s Position with Regards to the Financial Implications of
Galileo

— The design and development phase of Galileo, which is jointly funded by the European Union
and member states of the European Space Agency is currently estimated to cost ƒ1.6 billion
(£1.1 billion). The European Commission estimates that the subsequent deployment of a full
operational capability through a public procurement will cost a further ƒ3.4 billion (£2.37 billion).
The UK and other Member States have concerns over the robustness of this estimate, especially in
relation to the allowance for project risks, and we are therefore seeking to ensure that if the project
proceeds the budget is capped with the risks managed within a firm limit.

— The Commission estimated in 2006 that the operating costs for a PPP arrangement, with the
concessionaire seeking a return on their capital employed in deploying the system, might be in the
order of ƒ10 billion (£6.94 billion) over a 20 year period. The Commission’s latest estimates are
that with a public procurement, with the Community providing the capital investment, operating
costs might be around ƒ6 billion (£4.16 billion)over a 20 year period to 2030. This would give a
total cost of around ƒ11 billion (£7.6 billion). These costs might be oVset by a revenue stream from
chargeable Galileo services. The Commission estimate these revenues as being in the range of ƒ4.6
billion–ƒ11.7 billion (£3.1 billion–£8.1 billion) over the same period.
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The British contribution

— As a member of ESA, the UK’s committed subscription to the ESA element of the design and
development of the programme to date has been ƒ142 million (£96.7 million).

— The EU’s contribution to the design and development phase of the programme is estimated by the
Commission to be ƒ790 million (approx £546 million). The Commission has further estimated that
the cost of the next—deployment and initial operation—phase of Galileo will be ƒ3.4 billion to
2013.

— The UK makes its contributions to the EC budget as a whole and not to individual projects. There
is therefore no specific United Kingdom contribution to Galileo. The UK contribution to the EC
budget in 2007 is estimated to be about 17.3% before abatement. With the abatement it is about
12.6%.

— Ministers have made it clear at both the Transport Council and ECOFIN that the UK believes the
additional up-front costs of a public procurement should be found through reprioritisation under
1A (Competitiveness for growth and employment) and that we do not believe the Commission has
explained why this is not possible. We have requested that the Commission provides Council with
an explanation of how an alternative solution which would involve funding Galileo by
reprioritisation could work.

Whether the issue would be decided through qualified Majority voting at the Transport council

— The decision on the Commission’s public procurement proposal for Galileo will be an integrated
one based on discussions within the Council of Ministers in all the relevant configurations,
including the Transport Council and ECOFIN. Voting on transport issues is on a qualified
majority basis. Decisions on the Financial Perspective are takenUby unanimity, unless the
proposed change to the Financial Perspective is less than 0.03% of EU GNI (Gross National
Income—approximately ƒ3.76 billion), at which point a decision is be taken by QMV. The
additional ƒ2.4 billion being requested by the Commission for Galileo, to be found principally
from the margins of Headings 2 (Preservation and Management of Natural Resources, ie
Agriculture) and 5 (Administration) would represent approximately 0.02% of GNI in 2008.

November 2007

Supplementary memorandum from the Department for Transport (DAR 01B)

Winter Supplementary Estimates 2007–08

Thank you for your letter of 11 December with questions on the Department’s Winter Supplementary
Estimates and my apologies for the delay in responding. Taking your questions in order:

1. The Estimate makes a claim of £137 million against EYF “to cover pressures arising from increases in
franchising costs”. As you know, we expressed concern about franchising costs both in our Report on the 2006
DAR in February 2007 (HC 95) and in our Report on Passenger Rail Franchising in November 2006 (HC
1354). Can you explain how these increased costs arose?

The EYF claim to cover increased franchising costs resulted from GNER moving onto a Management
Contract and the assumption that the premia previously due to be paid to DfT under its franchise agreement
would not materialise. This increase has been mitigated by improved performance by other TOCs, oVset by
higher fuel costs across all rail franchises, giving the net increase in franchising costs of £137 million.

2. There are transfers of £38 million from Programme to Administration expenditure and of £8 million from
Administration to Programme, a net shift of £30 million from Programme to Administration. The shift arose
from a reclassification of consultancy costs. The Memorandum does not give any further detail on the increase.
I would be grateful if you could supply further details about how and why these consultancy costs have been
incurred.

The £38 million transfer from Programme to Administration arose from an exercise initiated by HM
Treasury in November 2006 to review consultancy treated as programme. The aim of the exercise was to
ensure that decisions on the procurement of consultancy and other professional services were driven by
value for money considerations alone. Treasury budgeting guidance was revised to make clear that the
presumption was that consultancy spending should be scored within Administration budgets. As a result
£38m of consultancy expenditure was re-classified. This did not result in any increased expenditure on
consultants.

The transfer of £8m from Administration to Programme resulted from Treasury agreement that all
Transport Security activities are directly associated with frontline service delivery and could therefore be
reclassified to DfT’s programme budget.
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3. The Supplementary Estimate increases the Department’s railways capital budget by £168m out of
unallocated provision. Departmental unallocated provision (DUP) is intended, according to HM Treasury
guidance, to cover “unforeseen pressures”. Why was this increase not anticipated and is there any risk of further
increases in capital grant provision?

The transfer from unallocated provision to the railways capital budget was made to fund an agreement
reached with Network Rail and the OYce of the Rail Regulator that an element of Network Rail funding
should be switched from payment via track access charges to direct payment of Network Grant.

An initial switch of £432m was included in the 2007–08 Main Estimates. The additional £168m made in
the Winter Supplementary could not have been anticipated at Main Estimates, because at that time the full
amount of Network Rail’s capital investment for 2007–08 was not certain. It is not anticipated that further
increases on the Estimate for railways capital grant will be required in 2007–08.

4. The Estimate includes a £20 million drawdown of EYF which is for “preparation for introduction of
concessionary fares”. Section I shows (p.7 of Estimates Memorandum) that £4.6m of this (almost a quarter)
is to cover increased consultancy costs.

(a) Why has the Department found it necessary to make this drawdown?

(b) Is there a problem with cost control on the concessionary fares project?

The decision to introduce a universal entitlement from 2008–09 for free concessionary travel on buses for
those aged 60 and over and eligible disabled people in England was announced by the Chancellor of the
Exchequer in the 2006 Budget. As the announcement was made after the 2004 Spending Review Settlement,
the department managed the funding of the new programme from within its budget, utilising EYF generated
in 2006–07 from lower than expected claims on Bus Service Operators Grant.

Early estimates were that the preparation costs for smartcard based passes, as well as grants to local
authorities in 2007–08 would be in the range £30–£35m. After the decision was taken that the passes would
be smartcards, total preparation costs, including grant payments, are forecast to be £36.9m for in 2007–08.

The additional costs have resulted partly from the need to resolve a number of technical issues so that
passes are Integrated Transport Smartcard Organisation (ITSO) compliant. These include funding a new
company to act as an ITSO member on behalf of local authorities, and additional technical consultancy
support to help resolve integration issues between pass producers and the new company. The other main
increase was further grant payment to local authorities to reflect a higher estimate of the number of passes
in circulation. Otherwise, the costs of this project are much as expected and there are no indications of any
problems with cost control.

5. The Supplementary Estimate includes an £11 million draw-down of EYF “to cover a shortfall in
enforcement receipts” on Vehicle Excise Duty—a shortfall which causes a reduction in appropriation-in-aid.

(a) Why has this shortfall occurred?

(b) There are transfers of £8.15 million and £3.8 million (sections P5 and W2), listed under ‘Transfers
to/from non-voted spending’ though the Estimate does not explicitly state the direction of the transfer.
Please can you supply more details on the purpose of these transfers. Is there any connection between
the DVLA’s involvement in the pilot scheme for the Shared Services Centre (SSC) and the shortfall
in VED receipts?

(a) The DVLA introduced Continuous Registration in April 2004 as part of its VED enforcement
activities and the initiative has been very successful in reducing the level of ‘soft evader’. While this had the
eVect of increasing the level of VED tax collected, it also reduced the level of fine income received below that
assumed in the budgets for the 2004 Spending Review period. The additional VED tax is paid to the
Exchequer, but fine income formed part of the Department’s budgets and the DVLA therefore required a
transfer of EYF to cover the shortfall.

(b) The transfers of £8.15 million and £3.8 million were both from non-voted to voted provision. The £8.15
million was to cover the shortfall in VED enforcement receipts and the £3.8 million used to cover various
enforcement activities such as increased on-road checking of over-loading and driver’s hours regulations
relating to HGV/PSVs and identifying fraudulent ID’s within driving test applications. There is no
connection between DVLA’s involvement in the SSC pilot scheme and the shortfall in VED receipts.
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6. What is the purpose of the transfer, under sections L2 and L3, of £26 million near-cash out of DfT to the
Scottish Executive?

Budget cover is transferred to the Scottish Executive each year to cover the costs of the commissioning
of train services in Scotland. The amount payable is based on the prior year payment adjusted for any
increase in RPI. At Main Estimates an estimate of RPI was used to set a provisional transfer figure and the
£26 million Winter Supplementary transfer reflects the additional transfer required based on actual RPI.

7. We note that there is now to be a large increase in creditors of £48.8 million (Part II). How has this arisen?

Each year the Department calculates its net cash requirement (NCR) based on cash forecasts from the
central Department and its Agencies. The NCR must take account, amongst other things, of likely
movements in debtors and creditors. Based on an analysis of the movements in creditors between 2005–06
and 2006–07 it was deemed necessary to increase provision for creditors by £48.8m at Winter Supplementary
Estimates to ensure the Department did not breach its NCR.

8. Can you provide more detail about why the Department is transferring £10.5 million from section AE
(Other transport grants—resource) to AD (GLA Transport grant) under PSA 3 (bus and light rail
patronage)? Is this related in any way to the collapse of Metronet?

This relates to safety cameras, and represents the London share of the £110 million provided to replace the
previous safety camera netting-oV scheme as announced on 21 November 2006 by Dr Ladyman (Hansard 21
November 2006 Column 397). This transfer was not related in any way to Metronet.

January 2008

Supplementary memorandum from the Department for Transport (DAR 01C)

PROVISION SOUGHT IN SPRING SUPPLEMENTARY ESTIMATE 2007–08

Changes to key Estimate and Budget control totals are as follows:

£’000 Winter Supplementary Change sought Spring Supplementary
Estimate Estimate

Net Resource Requirement 14,618,790 2,059,473 16,678,263
Voted net capital provision 1,122,668 10,070 1,132,738
Net cash requirement 11,815,150 1,859,129 13,674.279
Resource DEL Budget 6,925,477 "28,577 6,896,900
Of which:
Administration Budget 289,384 5,142 294,526
Near cash in RDEL 6,428,831 141,423 6,570,254
Capital DEL Budget 6,543,378 641,395 7,184,773

The following table relates Estimate figures to Budget figures

The Departmental Expenditure Limit is not identical to the Estimate. This is principally because:

(a) some expenditure within Departmental Expenditure Limits is non-Voted while some Voted
expenditure is outside Departmental Expenditure Limits; and

(b) the Departmental Expenditure Limit includes expenditure by Non Departmental Public Bodies
(NDPBs) and public corporations, and supported capital expenditure (revenue) (SCER formerly
credit approvals) to local authorities, which are not included in the Estimate. The Estimate records
expenditure by the Department and Executive Agencies only, which includes grant in aid to Non
Departmental Public Bodies and grants to public corporations.
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’000s Supply Estimates DEL Budget

Net Resources Requirement Capital(1) Estimate-related Non-Voted

Resources Capital(1) Resources Capital(1)

DEL AME Outside DEL Outside
DEL DEL

Central Govt’s own 6,532,812 3,696,674 1,138,538 3,354,849 4,316,501 "7
expenditure

Grants to Local Authorities 4,138,116 1,858,000 2,981,133 1,156,983 454,000

NDPBs/Public 451,858 "5,000(5) 462,516 402,498
Corporations(2)

European Regional 2,732 7,169
Development Fund(3)

Trans-European Networks 3 20,500
payments(4)

EC receipts (ERDF & "2,732 "27,666
TENS)

Supported Capital 856,457
Expenditure (Rev)

Departmental Unallocated 108,741
Provision

CFERs "10,339 "1,662

Totals 10,670,931 3,696,674 2,309,858 1,138,538 "5,000 6,335,982 5,473,487 560,918 1,711,286

Notes
(1) Capital grants score as resource in the Estimate but capital in the Budget.
(2) Grant in aid to NDPBs scores in the Estimate, outside DEL; Expenditure by NDPBs scores in the

Budget, within DEL.
(3) ERDF expenditure on transport projects scores in DfT’s budget but in DCLG’s Estimate (with

associated receipts).
(4) TENS receipts are netted oV TENS expenditure in the Estimate.
(5) £5 million non-operating appropriations in aid associated with the British Transport Police Authority.

Summary of Changes Sought in the Estimate

The Spring Supplementary Estimate requests additional net resource provision of £2,059.473 million. The
main issues that arise, and the sections aVected, are:

— Drawdown of near cash End Year Flexibility (EYF) for Crossrail (Section L) and Central
Administration (Section X).

— Drawdown of capital End Year Flexibility (EYF) for grants to the Greater London Authority in
respect of costs relating to Metronet in the light of its move into administration (new section AJ).

— Near cash transfer to the Scottish Executive for the Rail Environmental Benefit Procurement
Scheme (Section N).

— Reclassification of the Highways Agency’s impairments from the Departmental Expenditure
Limit (non cash DEL) to Annually Managed Expenditure (AME) (Sections E and AG).

— Creation of new non budget provision for capital grants to Greater London Authority in respect
of costs relating to Metronet in the light of its move into administration (new section AL).

— Reactivate and rename the Railway AME line (Section AK).

— Conversion of £20 million non cash provision, which has become available as a result of improved
financial management, to near cash provision to provide additional funding for, a Maritime and
Coastguard Agency internal reorganisation, maritime training, shared services and the national
concessionary travel scheme.

Significant Non-voted Changes

— Reserve claim and drawdown of EYF (both capital) for GLA in respect of Metronet.

— Drawdown of EYF for administration (near cash) and London & Continental Railways (near cash
and capital).

— Funding for the Renewable Fuels Agency (near cash).

A full summary of the changes in the Estimate is as follows:
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Changes that increase the Departmental Expenditure Limit (£763.318 million)

£304 million Reserve claim to part cover a Non-Voted notional charge (of £454 million in total) scoring
within Capital DEL to reflect the marginal impact on Public Sector Net Debt in 2007–08 of Metronet’s move
into administration.

£121.923 million drawdown of near cash End Year Flexibility.

This comprises of £43.598 million for Crossrail (Section L), £73.183 million for London and Continental
Railways (Non Voted) and £5.142 million for Central Administration (of which £3.642 million to meet
various pressures including Eddington related work, recruitment costs and building refurbishment costs
(Section X) and £1.5 million for the Non-Voted utilisation of a dilapidation provision).

£337.395 million drawdown of capital grant End Year Flexibility

This covers:

— £300 million in respect of Metronet, of which £150 million is for a voted capital grant to the
Greater London Authority to pass on to Transport for London in recognition of the higher costs
of the Metronet works (Section AJ) and £150 million is Non Voted for the remainder of the
notional charge referred to above; and

— £37.395 million (Non Voted) for London and Continental Railways to provide cover for their
capital expenditure.

Changes that decrease the Departmental Expenditure Limit (£150.500 million)

Transfer to other Government Departments

£0.5 million near cash has been transferred to the Scottish Executive for the Rail Environmental Benefit
Procurement Scheme.

Reclassification from DEL to AME

£150 million non cash in respect of the Highways Agency’s impairments has been reclassified from DEL
to AME in accordance with revisions to the Treasury budgeting guidance. The bulk of the reclassification
was carried out in the Main Estimate 2007–08, this further amount reflects the revised forecast outturn for
impairments.

Changes that do not increase or decrease the Departmental Expenditure Limit

£20 million non cash converted to near cash

This conversion, permitted under Treasury’s guidelines, is used to fund the following near cash pressures:

Voted

— £2.028 million for concessionary travel (Section AE)

— £10.025 million for Shared Services (Section X).

— £3.1 million for the Maritime and Coastguard Agency to cover the cost of an internal re-
organisation (£2.0m) and maritime training under the SMaRT scheme (£1.1m) (Section B).

Non Voted

— £4.847 million for utilisation of provisions for pensions (£2.847 million); early retirement
(£1.5 million); and for the Maritime and Coastguard Agency (£0.5 million).

Departmental Unallocated Provision take-up:

— £4.203 million near cash for Central Administration (Section X) to meet costs arising from the
implementation of the 2007–08 Business Plan;

— £56.054 million capital (all non voted) for modernising the Morriston estate (£19 million);
Continuous Insurance Enforcement (£6 million); General Lighthouse Authority’s ship lease
(£13.049 million); London and Continental Railways (£7.605 million) and Shared Services
(£10.4 million).

£130.800 million net transfer from Voted to Non-Voted expenditure

This consists of:

— £9.847 million near cash from Railways (Section L) for Shared Services (£5.000 million) and
utilisation of provisions (£4.847 million);
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— £0.3 million near cash from Powershift and CleanUp (Section S) for the new Renewable Fuels
Agency;

— £7.740 million non cash from Railways (Section L) for London and Continental Railways (£6.217
million); Driver and Vehicle Licensing Agency cost of capital charges (£1.394 million) and Shared
Services project depreciation (£0.129 million);

— £58.439 million capital grants from Railways (Section L) for London and Continental Railways;

— £59.951 million from Other transport grants (capital) (Section AF) for Integrated Transport Block
(£35 million); UK Trustports (£21 million) and General Lighthouse Authority’s ship lease (£3.951
million); partially oVset by:

— £1.436 million near cash to Vehicle and Operator Services Agency enforcement (Section W) from
Driver and Vehicle Licensing Agency; and

— £4.041 capital to Vehicle and Operator Services Agency (Section V) from Driver and Vehicle
Licensing Agency.

£100.75 million increase in Annually Managed Expenditure

A total of £100.75 million has been added to an AME provision (Section AK) to cover the following:

— revaluation of the Maritime and Coastguard Agency building estate (£0.75 million);

— Channel Tunnel Rail Link’s provision (£30 million);

— Rail pension liabilities (£70 million).

£1,898.65 million increase in non-budget provision

A total of £40.65 million has been added to a non budget provision (Section AH) for the following:

— Renewable Fuels Agency, a new NDPB set up to deal with energy issues (£0.3 million);

— Driver and Vehicle Licensing Agency for Shared Services, Morriston Estate modernisation and
continuous insurance enforcement (£40.350 million);

— £1,858 million has been included in a new section (AL) in respect of Greater London Authority
for grants to Transport for London for the use of LUL for the payment of the Put Option Price
(£1700 million) and for costs relating to Metronet in the light of its move into administration
(£158 million).

£6.029 million net transfer from capital grants to capital expenditure

Voted Capital provision has been increased by a total of £17.160 million transferred from capital
grants for:

— Maritime and Coastguard Agency (Section B) by £4.250 million for the construction of a Search
and Rescue (SAR) helicopter hangar by transfer from Section AF (Other Transport Grants).

— Highways Agency (Section E) by £1.3 million for a Community Infrastructure project by transfer
from Section AF.

— Vehicle and Operator Services Agency trading fund (Section V) by £11.610 million for
refurbishment works, test lane equipment and IT schemes by transfer from Section N (£6.780
million) and Section AF (£4.830 million).

In the opposite direction, a total of £11.131m of capital expenditure has been transferred to capital
grants for:

— £8.131 million for Railways (Section L) from Section X in respect of an indexation adjustment to
a budget transfer made at the time of the Main Estimate to the Scottish Executive in relation to
Scottish rail services.

— £3 million for the Vehicle and Operator Services Agency trading fund (Section V) from Section X
for automatic number plate recognition.

Detailed Explanation of Changes

Section A—Ports and shipping services (!£1.3m resource; !£41m capital)

The resource changes are an increase of £3m non cash (from Section E) to cover cost of capital charges
for the International Maritime Organisation HQ building, partly oVset by near cash headroom of £1.7m,
which has been transferred to Section B.

The £41m capital is towards the costs of refurbishing the International Maritime Organisation (IMO)
headquarters building and has been met from additional receipts transferred from Section C
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Section B—Maritime and Coastguard Agency (!£9.060m resource, !£4.250m capital)

A total near cash increase of £14.4m to fund additional regulation and enforcement work; higher HM
Coastguard and helicopter fuel costs; additional maritime training under the SMaRT scheme, and
additional costs of providing ship survey certification and examination services. These extra costs are partly
funded by transfers from Sections A, C and L. The remainder is supported by £5.600m additional income
arising from the provision of services.

An increase to non cash of £0.260m (from Section L) for extra capital charges on net assets.

The increase of £4.250m capital is mainly for the construction of the SAR helicopter hangar.

Section C—Aviation services ("£3.2m resource; "£41m capital income)

The resource decrease is accounted for by "£4.m interest (to Section B) received from National Air
TraYc Services (NATS) and "£1.2m (to Section X) for dividend income on the NATS loan, partly oVset by
an increase of £2.m (from Section L) of non cash to cover cost of capital charges in respect of the NATS loan.

The £41m increase in non-operating appropriation-in-aid receipts is in respect of an early loan repayment
by NATS, and has been used to oVset a pressure in Section A.

Section D—Transport security and royal travel (!£0.308m resource)

Increase of £0.308m resource near cash in respect of expenditure for transport security (funded from
Section G).

Section E—Highways Agency ("£151.849m resource; !£1.3m capital)

£150m non cash in respect of impairments has been reclassified from DEL to AME in accordance with
revisions to the Treasury budgeting guidance. The bulk of the reclassification was carried out in the Main
Estimate 2007–08, this further amount reflects the revised forecast outturn for impairments.

£1.849m near cash has been transferred to Other transport grants (resource) (Section AE) for de-trunking.
In addition, increased Highways Agency programme expenditure of £25.426m is being oVset by additional
fees and charges income and extra contractual claims.

£1.3m capital has been transferred from the Community Infrastructure Fund within Other transport
grants (capital) (Section AF) for a Community Infrastructure project that is being delivered by the
Highways Agency.

Section G—Research ("£0.308m resource; "£0.402m capital)

£0.308m near cash headroom has transferred to section D

£0.402m capital headroom from a reduced requirement for transport technology and standards has
transferred to meet pressures on Section V

Section H—Statistics, censuses and surveys (!£2.851m resource)

An adjustment of £2.851m has been made for consultancy costs, fully covered by an oVsetting reduction
on Section I.

Section I—Consultancies and other services for roads and local transport ("£2.851m resource)
Consultancy costs have been reduced by £2.851m and cover transferred to Section H.

Section L—Railways ("£58.230m resource)

£43.598m take-up of near cash End Year Flexibility for Crossrail to support the Crossrail Bill and project
development work.

£40m near cash headroom arising from reduced subsidies paid to better performing Train Operating
Companies has been used to oVset pressures in Sections AE (£18.472m), X (£3.917m), Non-Voted (£1m)
and £16.611m has been used to meet Crossrail costs within Section L. £4m headroom associated with the
reclassification of consultancy expenditure has been transferred to Non Voted.

£60m higher than expected Farebox near cash income from GNER following its reclassification as a
public corporation has been used to meet Crossrail costs.

£30.2m non cash headroom arising from the write back of the South East Trains station dilapidations
provision has been used to oVset pressures in Sections A (£3m), B (£0.26m), C (£2m), Non Voted (£4.94m)
and £20m non-cash provision, resulting from improved financial management, has been converted to near
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cash provision and used to meet pressures in Sections AE (£2.028m), X (£10.131m), B (£2.994m) and Non
Voted (£4.847m). In addition £2.8m arising from the negative cost of capital charges associated with Rail
balance sheet liabilities has been transferred to Non Voted.

£17m in capital grants has been transferred from Sections X (£8.131m) and AF (£8.869m) to meet costs
arising from an indexation adjustment to a budget transfer made at the time of the Main Estimate to the
Scottish Executive in relation to Scottish rail services.
£58.439m of headroom in Network Grant arising from movements in prices since the budget was originally
set, has been transferred to Non Voted.

Section N—Freight grants ("£0.5m resource, "£6.78m capital)

£0.5m near cash has been transferred to the Scottish Executive for the Rail Environmental Benefit
Procurement Scheme.

£6.78m capital grants headroom from a reduced private sector freight capital requirement has been
transferred out to Section V

Section P—Vehicle Excise Duty enforcement (!£0.3m resource)

Provision for the appropriation-in-aid receipts has been revised down by £0.3m owing to a shortfall in
enforcement receipts.

Section Q—Vehicle Certification Agency enforcement ("£0.3m resource)

A reduction of £0.3m near cash resulting from headroom in enforcement work.

Section S—Power Shift and Cleanup ("£0.3m resource)

Transfer of £0.3m to provide non-voted budget cover for the Renewable Fuels Agency.

Section T—Dartford River Crossing ("£1.883m resource)

Appropriation-in-aid receipts have increased by £1.883m to reflect a revised forecast of toll receipts, oVset
by increased expenditure on Section AE.

Section U—Driving Standards Agency trading fund (!£30.8m capital)

Capital provision has increased by £30.8m to cover multi-purpose test centres, the Certificate of
Professional Competence and new headquarters, fully oVset by a transfer from Section Z.

Section V—Vehicle and Operator Services Agency trading fund (!£3m resource; !£20m capital)

The capital grant provision has been increased by £3m for automatic number plate recognition oVset by
a transfer from Section X.

Capital provision has increased by £20m to cover a number of schemes including refurbishment and
relocation of stations and area oYces, test lane equipment and IT schemes including investment in core
technology. This is being met from a number of sections as follows; £4.041m from Non Voted, £0.402m
from Section G, £11.610m from Section N, £3.495m from Section Z, £0.452m from Section AC and £4.830m
from Section AF.

Section W—Driver, Vehicle and Operator Group—enforcement (!£1.436m resource)

An increase in resource near cash of £1.436m for a restructuring programme, strategic review and
additional IT licences, funded by a transfer from Non Voted.

Section X—Central administration (!£24.870m resource; "£11.131m capital)

The resource increase includes; £7.845m for administration budgets to fully provide for opening
allocations agreed in the Business Plan 2007-08, together with in year pressures concerning the
implementation of Eddington work, recruitment and buildings costs and, supporting a shortfall in income
arising from services provided to Other Government Departments; and £17.025m of other current budget
related to the cost of implementing the Shared Services Project. £4.203m of this increase is covered by non
voted Departmental Unallocated Provision within the existing Administration Budget; the remaining
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£3,642k is from End Year Flexibility. The capital headroom of £11.131m has been used to support pressures
mentioned above in Sections L and V; this headroom has arisen mostly due to delays in implementing
project plans, including infrastructure works in the headquarters building.

Section Z—Driver, Vehicle and Operator Group central (including loan pool) (–£34.295m capital)

Capital provision has been reduced by £34.295m as a result of loans to Trading Funds, by transfer of
£30.8m to Section U and £3.495m to Section V.

Section AC—Government Car and Despatch Agency ("£0.452m capital)

£0.452m capital headroom has been transferred to Section V.

Section AE—Other transport grants (resource) (!£22.349m resource)

Near cash resource has been increased to cover additional funding for cycling, including the Links to
Schools project, Bikeability and demonstration towns (£8m), and, preparation work on Smartcards
interoperability in London (£0.3m), both covered by a transfer from Sections L and T

Near cash resource has also been increased by £12.2m to fund the remaining preparation costs for the
introduction of the national concessionary travel scheme, of which £10.172m has been covered by a transfer
from Section L and £2.028m from the use of surplus non cash converted to near cash.

A further £1.849m has been transferred from Section E for de-trunking.

Section AF—Other transport grants (capital) ("£79.2m resource)

A total of £19.249m in capital grants has moved from the resource side of the Estimate to the capital side,
consisting of £4.25m for Section B, £1.3m for Section E, £8.869m for Section L, and £4.83m for Section V.

A further £59.951m has moved to Non-Voted for the Integrated Transport Block (£35m), UK Trust Ports
(£21m) and General Lighthouse Authority ship leases

Section AG—Highways Agency (!£150m resource)

£150m in respect of impairments has been reclassified from DEL to AME in accordance with revisions
to the Treasury budgeting guidance. The bulk of the reclassification was carried out in the Main Estimate
2007–08, this further amount reflects the revised forecast outturn for impairments.

Section AH—Grant in Aid funding of non-departmental public bodies and public corporations (!£0.3m non
budget resource)

£0.3m to provide grant in aid payments for the Renewable Fuels Agency.

Section AI—Driver and Vehicle Licensing Agency (trading fund) (!£40.35m non budget capital)

Grant-in-aid payments to DVLA have been increased by £40.35m to cover additional costs of shared
services (£15.35m), Morriston Estate modernisation (£19m) and Continuous Insurance Enforcement (£6m).

Section AJ—Other grants to GLA (!£150m capital)

A new section has been created for a capital grant to the Greater London Authority to pass on to
Transport for London for costs relating to Metronet in the light of its move into administration.

Section AK—Railways and other expenditure (!£100.75m resource)

To create £100m budget cover; of which £30m is for the 2007–08 charge attributable to the CTRL
provision and; £70m is for the estimated movement in Rail pension scheme assets and liabilities. In addition
there is £0.75m non cash provision for the Maritime and Coastguard Agency to cover the revaluation of the
building estate.



Processed: 10-06-2008 23:20:36 Page Layout: COENEW [E] PPSysB Job: 384067 Unit: PAG1

Ev 68 Transport Committee: Evidence

Section AL—Other grants to GLA (!£1,858m capital)

A new non-budget section has been created for capital grants to the Greater London Authority to pass
on to Transport for London for the use of LUL for the payment of the Put Option Price (£1,700m) and for
costs relating to Metronet in the light of its move into administration (£158m)

Impact on Public Service Agreement (PSA) Targets

The following changes in this Spring Supplementary Estimate should have no direct impact on delivery
against the Department’s PSA targets:

— £150m reclassification of Highways Agency impairments from DEL to AME (E and AG).

A number of other adjustments are being made in order to bring funding into line with the latest
programme requirements, or to reallocate funding which has proved to be surplus to programme
requirements in 2007–08. In general, these changes should not impact significantly on delivery of PSA
targets. The most significant of those changes are:

— The non-budget grant payments for the payment of the Put Option Price and to replace planned
Metronet borrowing up to 2010 (Section AL) were already reflected in planned public expenditure
aggregates and therefore have no impact on PSA targets;

— The capital grant payment of £150m is to provide TfL with short term flexibility while the costs
associated with Metronet’s administration remain uncertain (Section AJ). This is not expected to
have a significant impact on the delivery of PSA targets;

— Budget of £120m for Crossrail (Section L) including £43m EYF; £60m increased rail income; and
£17m use of headroom. Final delivery of Crossrail is beyond the next PSA timescale (2008–11);

— Increased AME provision of £100m for Rail (Section AK) which is all non cash and has no impact
on PSA targets; and

— Drawdown of £5m near cash EYF for central administration (Section X)—no impact on PSA
targets.

Links to Objectives and PSA Targets

Sections Resource Capital Are in pursuit of Objective: Which supports PSA
targets:

£’000s £’000s

All of: E, N, T, AA, AB, 9,700,304 1,063,180 1. Support the economy through 1. By 2007–08, make
AG, AK the provision of eYcient and journeys more reliable on
Part of: A, C, D, G, H, I, L, reliable inter-regional transport the strategic road network.
U, Y, AE and AH systems by making better use of the

2. Improve punctuality andexisting road network; reforming
reliability of rail services torail services and industry structures
at least 85% by 2006, withto deliver significant performance
further improvements byimprovements for users; and
2008.investing in additional capacity to

meet growing demand.

All of: K, O, AD AJ, AL 5,312,885 1,950 2. Deliver improvements to the 3. By 2010, increase the use
Part of G, H, I, L, W, X,Y, accessibility, punctuality and of public transport (bus and
AE and AF reliability of local and regional light rail) by more than 12%

transport systems through the in England compared with
approaches set out in Objective 1 2000 levels, with growth in
and through increased use of public every region.
transport and other appropriate

4. By 2010–11, the 10local solutions.
largest urban areas will
meet the congestion targets
set in their Local Transport
Plan relating to movement
on main roads into city
centres.

All of: B, F, J, P, Q, R, S, 1,440,885 57,105 3. Balance the need to travel with 5. Reduce the number of
V, W, Z and AI the need to improve quality of life people killed or seriously
Part of : A, C, D, G, I, L, by improving safety and respecting injured in Great Britain in
U, AE, AF and AH the environment. road accidents by 40% and

the number of children
killed or seriously injured
by 50%, by 2010 compared
with the average for
1994–98, tackling the
significantly higher
incidence in disadvantaged
communities.

6. Improve air quality by
meeting the Air Quality
Strategy targets for carbon
monoxide, lead, nitrogen
dioxide, particles, sulphur
dioxide, benzene and 1,3



Processed: 10-06-2008 23:20:36 Page Layout: COENEW [O] PPSysB Job: 384067 Unit: PAG1

Transport Committee: Evidence Ev 69

Sections Resource Capital Are in pursuit of Objective: Which supports PSA
targets:

£’000s £’000s

butadiene. (Joint target
with the Department for
Environment, Food and
Rural AVairs).

7. To reduce greenhouse
gas emissions to 12.5%
below 1990 levels in line
with our Kyoto
commitment and move
towards a 20% reduction in
carbon dioxide emissions
below 1990 levels by 2010,
through measures including
energy eYciency and
renewables. (Joint target
with the Department for
Environment, Food and
Rural AVairs and the
Department of Trade and
Industry).

All of: M and AC 224,189 10,503 4. Improve cost eVectiveness
Part of: G, I, L and X through sound financial

management, robust cost control,
and clear appraisal of transport
investment choices across diVerent
modes and locations.

Total 16,678,263 1,132,738

Departmental Expenditure Limit

The DEL expenditure for the financial years since 2004–05 is set out in the table below:

PREVIOUS YEARS’ EXPENDITURE AGAINST DEPARTMENTAL
EXPENDITURE LIMITS (£’m)

Year DEL Budget Outturn Variance %

Resource
2004–05 8,354 8,186 "168 "2%
2005–06* 6,036 5,614 "422 "7%
2006–07** 7,787 7,519 "268 "3%

Capital
2004–05 3,398 3,293 "105 "3%
2005–06* 6,564 6,495 "69 "1%
2006–07** 6,684 6,501 "183 "3%

Total
2004–05 11,752 11,479 "273 "2%
2005–06* 12,600 12,109 "491 "4%
2006–07** 14,471 14,020 "451 "3%

* Note: 2005–06 budgets include adjustments of £"3,527k (resource) and
£!3,362k (capital) to reflect budget regime and Machinery of Government changes
made from 1 April 2006.
** Provisional 2006–07 out-turn figures
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The changes to the DEL for 2007–08 are set out in the following table:

Changes to the Departmental Expenditure Limit in 2007–08 £’000

Voted Non-voted Total DEL

Resource
1 April 6,252,702 451,682 6,704,384
Change announced with winter supplementary estimate 198,788 22,305 221,093
Change announced with spring supplementary estimate "115,508 86,931 "28,577

Total resource Departmental Expenditure Limit 6,335,982 560,918 6,896,900

Capital
1 April 5,190,007 1,370,371 6,560,378
Change announced with winter supplementary estimate 247,829 "264,829 "17,000
Change announced with spring supplementary estimate 35,651 605,744 641,395

Total capital Departmental Expenditure Limit 5,473,487 1,711,286 7,184,773
Less depreciation at start of year * "356,709 "316 "357,025
Less change in depreciation at winter supplementary estimate * "1,000 "5,252 "6,252
Less change in depreciation at spring supplementary estimate * 9,174 "37,693 "28,519

Total depreciation "348,535 "43,261 "391,796

Total Departmental Expenditure Limit 11,460,934 2,228,943 13,689,877

* Depreciation, which forms part of resource DEL, is excluded from the total DEL since capital DEL
includes capital spending and to include depreciation of those assets would lead to double counting.

End Year Flexibility

The department’s EYF has been accumulated by underspends in previous years. The department uses its
EYF to fund ongoing programmes where slippages have occurred and for the management of unbudgeted
pressures which arise.

(of
Total which

Administration Other Resource Near Capital £m
End Year Flexibility costs Resources DEL Cash) DEL Total

Adjustment for 2005–06 final outturn 0 35 35 35 "17 18

2006–07 EYF not taken up 53 103 156 135 177 333

2006–07 underspend 20 248 268 187 182 450

Adjustments for classification 0 "53 "53 0 "1 "54
changes

Entitlement * 73 333 406 357 341 747

EYF drawdown in winter 0 215 215 215 0 215
supplementary estimates

EYF drawdown in spring 23 99 122 122 337 459
supplementary estimates*

Balance of accumulated end year 50 19 69 20 4 73
flexibility

Of which ringfenced: 4 4

* £23m drawdown of Administration costs EYF in the Spring Supplementary Estimates includes £17.5m used for
programme.
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Administration Budget

The Administration Budget and outturn for the financial years since 2004–05 is set out in the table below:

ADMINISTRATION BUDGET (PREVIOUS YEARS) £m

Year Budget Outturn Variance %

2004–05 220,970 212,202 "8,768 3.9%
2005–06 269,923 255,226 "14,697 5.4%
2006-07 * 263,170 243,335 "19,835 7.5%

* Provisional 2006–07 outturn figures

CHANGES TO THE ADMINISTRATION BUDGET IN 2007–08 (CURRENT YEAR)

£’000
Limit

1 April 2007 259,297
Change announcement with winter supplementary estimate 30,087
Change announcement with spring supplementary estimate 5,142
Administration Budget 294,526

DfT (Central) Provisions(1)

£’000 Early Greater NFC travel Channel Other(4) Total
retirements London concessions Tunnel

Authority(3) Rail Link

Position as at 1 April 2007

Balance at 1 April 2007(2) 31,451 248,000 18,500 250,839 106,685 655,475
Provided in year in Main Estimate 2,181 2,181
Provision expected to be used in year "1,400 "124,000 "2,181 "127,581
Expected unwinding of discount

Estimated closing balance 30,051 124,000 18,500 250,839 106,685 530,075

Changes in Winter Supplementary Estimate

Estimated closing balance in Main Estimate 30,051 124,000 18,500 250,839 106,685 530,075
Extra/new provision in year taken in WSE 575 575
Provision not required written back
Extra/new provision to be used in year "575 "575
Change to unwinding of discount since main estimate

Estimated closing balance at WSE 30,051 124,000 18,500 250,839 106,685 530,075

Changes in Spring Supplementary Estimate

Estimated closing balance in WSE 30,051 124,000 18,500 250,839 106,685 530,075
Extra/new provision in year taken in SSE
Provision not required written back "37,525 "37,525
Extra/new provision to be used in year "5,847 5,325 "522
Change to unwinding of discount since main estimate 30,000 30,000

Estimated closing balance at SSE 24,204 124,000 18,500 280,839 74,485 522,028

Notes
(1) British Rail and National Freight Company pensions were previously accounted for as provisions

under Financial Reporting Standard (FRS) 12. The Department has been advised that it should account
for these guarantees as obligations to pay retirement benefits, in accordance with FRS 17.

(2) At the time of the Main Estimates the 2006-07 Resource Accounts were not finalised and the closing
balance was estimated. In addition there has been a presentational change for CTRL where the Schedule 2
provision has been moved from “other” to be combined with de-risked grants under the Channel Tunnel
Rail Link.

(3) Provision created in respect of a deficit in the London Underground pension schemes.

(4) Provisions for shipping enquiries, PPP arbiter, Channel Tunnel toll, Channel Tunnel opex, South East
Trains and CTRL Section 2.
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Highways Agency Provisions

£000’s Land and Engineering and Bridge Tunnels Other Liabilities Grand
Property Construction Services Strengthening (RCU, 3rd Party Total

Acquisition Claims & Other)

Position at 1 April 2007

Balance at 1 April 2007 216,691 68,642 142,729 138,087 16,140 582,289

Provided in main estimate 100,000 25,000 — 220,000 7,629 352,629

Provision expected to be (100,000) (40,000) (14,662) — (9,893) (164,555)
used in year

Estimated closing balance 216,691 53,642 128,067 358,087 13,876 770,363

£000’s Land and Engineering and Bridge Tunnels Other Liabilities Grand
Property Construction Services Strengthening (RCU, 3rd Party Total

Acquisition Claims & Other)

Changes in supplementary
estimate

Estimated closing balance 216,691 53,642 128,067 358,087 13,876 770,363
in estimate

Extra new provision in (9,899) (9,900) — (123,600) — (143,399)
year taken in
supplementary

Extra provision expected — — — — — —
to be used in year
Estimated closing balance 206,792 43,742 128,067 234,487 13,876 626,964
at supplementary estimate

[Stephen K Reeves]
Signed on behalf of the Accounting OYcer

Supplementary memorandum from the Department for Transport (DAR 01D)

Transport Select Committee session—30 January 2008

At the recent Transport Select Committee session on the DAR, 30 January 2008, we agreed to supply
further information on the topics listed below.

1 DATA LOSS

A note was promised to the Committee regarding what redress might be available to individuals who
sought to claim damages from the Crown if their data had been lost. [Q129]

— The Committee asked “ . . . in the event of somebody suVering loss as a result of what has happened
[ie the loss by Pearson of a disk in Iowa], what redress do they have against you?”

— As my Permanent Secretary confirmed to the Committee [Q124], there is no evidence that anyone
has, to date, suVered any loss as a result of the lost disk incident. I would again highlight the point
I made, which was that no financial information was held on the disk, and I would add that the
risk of anyone outside of Pearson gaining access to it is considered to be low.

— In terms of the redress available to an individual who has suVered damage by reason of a
contravention by a data controller of any of the requirements of the Data Protection Act, I would
draw your attention to section 13(1) of that Act which provides that:

An individual who suVers damage by reason of any contravention by a data controller of any of
the requirements of this Act is entitled to compensation from the data controller for that damage.

— And section 13(2), which provides that:

An individual who suVers distress by reason of any contravention by a data controller of any of
the requirements of this Act is entitled to compensation from the data controller for that distress
if the individual also suVers damage by reason of the contravention . . .

— In the present case the Department is the data controller in respect of driver theory test data and
would be responsible as such for any breaches of data protection principles by data processors
acting on its behalf. Following on also from the point made by Mr Wilshire [at Q125], I can confirm
that section 13 applies to the Department as part of the Crown in the same way as it applies to any
other data controller (see section 63).
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— However, the Department is not currently of the view that Pearson, as its data processors, were in
breach of the data protection principles at the time the disk was lost. In particular, the Department
remains of the view, at present, that the security measures Pearson had in place when the disk was
lost were appropriate and met the requirements of the seventh data protection principle. That
principle requires appropriate technical and organisational measures to be in place to guard
against, amongst other things, the accidental loss of data. It does not and could not provide for
an absolute guarantee against such events which unfortunately still do occur from time to time.

— DSA is currently reviewing Pearson’s data handling and storage procedures to ensure all
reasonable design, procedural and process safeguards are in place.

2 THE IMPACT OF SEVERE WEATHER CONDITIONS ON LOCAL AUTHORITY ROADS

A note was promised to the Committee on whether this year had been particularly bad for roads as a
consequence of the severe weather. [Q157]

— The Committee asked whether this winter had been bad for roads and if there is a particular
problem this year with road surfaces breaking up.

— Annual road condition surveys are conducted to show the proportion of the network for which
road repairs are likely to be needed, but 2007/8 data is not yet available. In the mean time we have
received no representations or evidence from local authorities that this Winter has caused
particular concerns.

— The trunk road network is surveyed in order toUensure theUnetwork is maintained in a safe and
serviceable condition. The annual survey programme includes theUmeasurement ofUthe rutting,
the road texture, the ride quality, the degree of surface cracking and skid resistance. To date, the
assessment of surface condition has indicated no abnormal problem for the trunk road network.

3 BUS PATRONAGE FIGURES

The Committee requested that the figures shown on page 29 of the 2007 Departmental annual Report should
be disaggregated and concessionary versus fare paying passengers—was requested. [Q180]

— For concessionary fares we were askedUwhether the Department had disaggregated figures
showing the number of these journeys.UThe Department recently conducted a special survey of bus
operators to obtain more detailed information on the proportion of concessionary fare bus
passengers by area in 2006/07. This survey will be repeated annually.

— The results of the survey will be published on 13 March, however, this will not show separate
estimates for those qualifying on the grounds of age and disability as, generally, operators do not
require drivers to identify diVerent categories of concessionaire.

— We can however show figures from London based on figures from TfL. Please find enclosed an
analysis which shows that in a recent period, 10% of passengers were aged 60 plus, with a further
2% who held disabled concessionary passes. London, of course, has had free concessionary fares
for some time.

CONCESSIONARY FARE PASSENGERS IN LONDON FOR PERIOD 1 JULY 2006
TO 30 JUNE 2007

Million
All TfL passengers 2,237

Less 0 to 4yr olds 38 1.7% according to TfL data provided for
quarterly patronage estimates

Less staV/ police 31 1.4% according to TfL data provided for
quarterly patronage estimates

All DfT defined passengers 2,168

Concessionary 60! passengers 224

Disabled Passengers 52

Concessionary 60! passengers 10

% Disabled passengers 2
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4 CHANGES TO STAGECOACH BUS FARES

The Committee fed back that they had had correspondence suggesting fare changes being made by bus
companies in response to changes to the concessionary fares regime were in breach of State Aid rules. I
made clear I would look into this if evidence were provided to her by the Committee members raising the
issue. [Q184]

— The Committee raised the question of whether bus operators could unfairly generate higher levels
of reimbursement by raising fares. The suggestion was that, if so,Uthis wouldUeVectively force a
Travel Concession Authority (TCA) to breach state aids rules.

— The principle underpinning the reimbursement of operators is that they should be left “no better
and no worse oV” than if the concession were in place. This requirement is enshrined in legislation
and complies with state aids requirements, in that operators are only compensated for their actual
costs in providing the concessionary journeys. As such, TCAs are required to base reimbursement
calculations on a consideration of likely fares and patronage in the absence of the concession.

— We have recently issued revised guidance to TCAs reinforcing this point, and have provided them
with a more assessable toolkit to use when considering appropriate levels of reimbursement.

— If members are aware of any circumstances where TCAs are not successfully applying this principle
would be happy to investigate.

5 OVERSEAS EXPENDITURE

The Committee asked for detail to be provided on the references at p209 footnote 7 and p210 footnote 10
to overseas expenditure, providing detail of what this consists of. [Q207]

— The Committee requested clarification related to the items included under the section “Current
grants and subsidies to the private sector and abroad” in table A2, p210.

— Most of the costs included in this part of table A2 relate to payments to the private sector such as
Bus Service Operators Grants, rail franchise payments, Crossrail grants, Channel Tunnel Rail
Link revenue grant paymentsUand rail pension provision utilisation costs. There are some
payments classed as payments to overseas, the majority of whichUrelate to Eurocontrol.

6 GALILEO

The Committee requested a note providing the latest information on what has changed in terms of the
position on costs for Galileo, to provide an update as to what has become more certain since the previous
session had been held. [Q226]

— Developments on Galileo have been moving quickly over the last few months. Robert Devereux
aired his suspicions to the Committee that there could have been a misunderstanding between us
regarding the chronology of events, and he subsequently appears to have been right. In the
interests of clarity, I thought it would be helpful to include a timeline setting out the order of recent
select committee hearings on Galileo and decisions/publications relating to its financing:

— 10 October 07—TSC hearing

— 12 November 07—TSC report published

— 23 November 07—Economic & Financial AVairs (ECOFIN) Budget Council

— 26 November 07—European Standing Committee debate

— 29/30 November 07—Transport Council

— 22 January 08—ESYS GNSS benefits report published on DfT website

— 28 January 08—Government response to TSC report published

— 31 January 08—TSC hearing on DfT Annual Report

— As this shows, the Government’s response to the TSC was published on 28 January, just a few days
before the most recent hearing on 31 January. As a result, it was unclear whether the Committee
had had a chance to consider the Government’s response beforehand. This may help to explain
the misunderstanding about whether new financial information was available.

— For the avoidance of doubt, the Government’s response1 sets out our latest understanding of
costs and benefits associated with Galileo. No significant new information on financing has
become available since the response was published on 28 January.

1 House of Commons Transport Committee; Galileo: Recent Developments: Government Response to the Committee’s First
Report of Session 2007-08. Published 28 January 2008. This is available on the Parliament website: http://
www.publications.parliament.uk/pa/cm200708/cmselect/cmtran/283/283.pdf
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7 PROGRESS REPORT ON SUSTAINABLE DEVELOPMENT

The Committee asked for confirmation that this was published (p.24, Para 2.17): [Q240]

— We can confirm that the report has been published and is available on the Sustainable
Development Commission website, on the following link: http://www.sd-commission.org.uk/
pages/sdap—progress.html

8 KINGS CROSS RE-MODELLING

The Committee asked for confirmation of whether this would be ready in time for the 2012 Olympics. [Q261]

— All the work proposed for Kings Cross is expected to be completed in time for the Olympics except
for that at the southern square, which entails demolishing the existing concourse. That work is due
for completion by August 2013.

— The present intention is to avoid disruption while the Games are in progress. Therefore work will
not begin unless it can be finished before the start of the Games.

9 FURTHER CLARIFICATION

SHARED SERVICES

— In answer to Question 264, the negotiations with IBM on rates for shared services work are still
ongoing. These negotiations are expected to conclude, with new rates agreed, by the end of March.

— In answer to Question 276, the estimated £120 million benefit over ten years accounted for all
agencies’ finance, HR and payroll functions joining the shared service. At the present time, the
Department is focusing on an HR and payroll implementation for Highways Agency; and payroll-
only for VOSA. Consequently, a reduced assessment of benefits from for these agencies’ move to
shared services will be included in their respective business cases. A more accurate picture should
be available in March 2008.

LONDON TO BIRMINGHAM RAIL LINK

— I would like to take this opportunity to clarify my comments to the Committee regarding the
possibility of using disused railway alignments for a new line between London and Birmingham.
There is in fact no disused line that would provide the whole of a route from London to
Birmingham and therefore none that is currently safeguarded in the statutory sense. However,
disused alignments do exist that could potentially be used to provide parts of any new line.
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Supplementary memorandum from Department for Transport (DAR 01E)

Spring Supplementary Estimates 2007–08

Thank you for your letter of 31 March with questions on the Department’s Spring Supplementary
Estimates. Taking the order of your questions, answers are:

1. The Supplementary Estimate allocates a total of £121 million of additional resources to Crossrail. The
Committee would like to know why the Department did not include this significant expenditure in the Main
Estimate or Winter Supplementary Estimate, since the Crossrail project has been underway for some time?

The expenditure was not included in the Winter Supplementary Estimate because the 2004 Spending
Review Settlement made no specific provision for the funding of Crossrail development costs in 2007–08.
Decisions on funding therefore had to be taken in year and it was agreed with HM Treasury to review the
funding position before the Spring Supplementary to determine whether a claim on the Reserve would be
required or whether the costs could be funded from headroom in other programmes and/or End Year
Flexibility.

2. The Department has used £150 million of EYF for capital grants to the Greater London Authority (GLA)
in respect of Metronet, in order to provide Transport for London with short-term flexibility while the costs
associated with Metronet’s administration remain uncertain. Please can you explain what use TfL has made
of this additional flexibility, and whether the Department made any provisions to recover the grant if it was not
required?

The provision of this grant has allowed Transport for London to manage the short term impact of
Metronet’s administration on its finances at the same time as continuing to maintain day to day operations.
The Department has no plans to recover the grant.
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3. The Supplementary Estimate includes significant additional resource provision of around £32 million for the
Shared Services Project (£17 million has been added to the central administration subhead and the DVLA’s
capital grant-in-aid allocation has been increased by £15 million). Please could you explain why the £32 million
of resource requested here wasn’t anticipated at the time of the Main Estimate, given that the DVLA/DSA
phase of the project went live in April 2007? Will this additional resource have any impact on the expected total
cost of £113 million, as mentioned in the Committee’s evidence session on 30 January?

No provision for the Shared Services Project was included in the Department’s Spending Review 2004
settlement. This meant the shared services budget requirement had to be funded from in year savings and
End Year Flexibility which could not be included in Main Estimates. The provision sought in the Spring
Supplementary was included in the total cost of £113m reported to the Committee in January 2008.

4. £60 million of capital grants to local authorities have been transferred to non-voted, primarily to fund the
Integrated Transport Block (£35 million) and UK Trust Ports (£21 million). This reduction represents a 5.5%
cut in the Department’s resource provision for local authorities by way of capital grants. Please can you outline
the Department’s assessment of what the impact on local authorities will be from this reduction and what
benefits are expected to arise from the Integrated Transport Block and UK Trust Ports projects?

The transfer of funds out of the LA Major Schemes budget followed our forecast of an underspend in that
area, rather than a policy decision to cut spending and move resources elsewhere. The emerging underspend
reflected a number of factors, including in particular delays in local authorities submitting Business Cases
to the Department and slippages in construction timetables (eg due to the relatively bad weather during
2007–08).

The Integrated Transport Block is capital funding for local authorities outside London to improve their
highways and transport infrastructure.

The types of project supported (and the proportion of local authorities’ total investment on them during
the first local transport plan period) are:

— Public transport 26% including:

— bus or HOV lanes/Quality bus corridors (8%),

— bus Improvement schemes (7%),

— interchange schemes (6%),

— park and Ride Schemes (2%), and

— light Rail and Guided Busway schemes (2%).

— Safety Schemes (17%).

— Walking, cycling and road crossing schemes (15%):

— walking schemes (6%),

— cycling schemes (6%), and

— road crossing schemes (3%).

— TraYc management schemes (15%).

— Local road improvement schemes (including rural bypasses) (9%).

— Travel plan schemes (1%).

— Others (17%) (including composite schemes).

These projects have contributed to many local outcomes—including reductions in deaths and injuries on
the road network, more patronage on bus corridors, increased satisfaction with local bus services and more
travel choices.

The £35 million transfer of funding into the integrated transport block enabled the Department to provide
total capital allocations of £571m for 2007–08, 4.4% or £24 million higher than the total for 2006–07. It
avoided a reduction in the integrated transport block. It enabled the Department to target additional
funding towards areas assessed as having delivered well before and as having produced strong forward
plans.

The £21m requirement for Trust Ports is for borrowing by six Trust Ports in England and Wales (Tyne,
Harwich, Shoreham, Poole, Milford Haven and Dover) which are classified as Public Corporations. The
amount of borrowing is determined by the Trust Ports themselves – independently of the Department—and
represents the sum of what each considers necessary to help best meet their priorities and objectives.
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5. The Estimate Memorandum details a number of movements that result in £182 million of additional non-
voted funding for London and Continental Railways. Please can you explain why this expenditure wasn’t
anticipated prior to the SSE and give a breakdown of what it relates to, along with a timescale for it utilisation?

London and Continental Railways (LCR) was reclassified by the ONS as a non-self-financing public
corporation in 2006. Consequently, LCR operating losses, together with any capital investment
requirements and associated cost of capital charges, are reflected in Departmental budgets.

No provision had been made in the 2004 Spending Review Settlement for the budgetary impacts of this
reclassification. HM Treasury partially adjusted the Department’s budgets at the time of reclassification in
2006, however the Department was required to meet the remaining impact by using End Year Flexibility and
by utilising emerging headroom in other programmes. Therefore, it was prudent to wait until the position on
LCR’s operating losses and capital investment requirements for 2007–08 was more certain before drawing
down EYF.

The £182 million of non-voted funding for LCR to be utilised in 2007–08 breaks down as follows:

Operating Losses: Resource DEL (near cash) £73 million
Cost of capital charges: Resource DEL (non cash) £ 6 million
Capital Investment: Capital DEL £103 million

6. In Part II of the SSE, the resource to cash reconciliation, the Department outlines a movement in provisions
for liabilities and charges of £104 million. This movement does not appear to be explained in the Estimate
Memorandum. Treasury guidance requires departments to provide information on the stock of the department’s
provisions, as well as explaining the changes (HM Treasury, PES Paper (2004) 14 Annex D, paragraph 9).
Please can you explain the reason for this movement in provisions?

The total movement includes a reduction of £143 million for the Highways Agency’s estimate of
provisions for the year, largely because of adjustments to provision in relation to new EU tunnel safety
regulations. The provisions were actually taken up in 2006–07, but this was after the 2007–08 budget had
been set on the assumption that utilisation of the provision would be required in 2007–08.

In addition there was a further reduction of £30m from a write back of the provision taken in March 2006
for disputed assets and dilapidation costs arising from the ending of the South Eastern Trains franchise.

These reductions were partially oVset by an increase of £70m in relation to Rail pension schemes
accounted for under FRS17, reflecting the forecast movements in the scheme’s assets and liabilities.

7. In Part II of the SSE, the resource to cash reconciliation, the Department shows a movement in creditors
of £174 million. Please can you explain the reason for this movement in creditors?

The Spring Supplementary Estimate presented an opportunity for the Department to adjust its net cash
requirement to bring it in line with its latest cash forecasts from the central Department and its
Agencies. During the last quarter of the year a more detailed breakdown of cash forecast (payment and
receipts) was available compared to previous period estimates submitted in the Winter Supplementary
Estimate. An adjustment was necessary to increase creditors by £174m related to Deemed Supply.
* Numbers and percentages in the above answers are rounded.

April 2008
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