APPLRG/pteg – Inquiry into Light Rail
pteg response

pteg - the Passenger Transport Executive Group - brings together and promotes the interests of the six Passenger Transport Executives (PTEs) in England. Nottingham City Council, Strathclyde Partnership for Transport and Transport for London are associate members.

pteg has two main tasks:

· promoting efficiencies and the exchange of knowledge and good practice within the PTE network, and 

· raising awareness nationally about the key transport challenges which face the city regions, and the public transport solutions which PTEs are implementing. 

pteg strategy and policy is determined by the Directors General of the six PTEs, who meet at least quarterly. pteg also run a number of task groups and committees bringing together professionals from across the PTE network to focus on specific policy areas, to share expertise and good practice and to work collaboratively and more efficiently. The pteg Support Unit, based in Leeds, coordinates pteg’s activities and acts as a central point of contact.

pteg’s policy aims are set out in a brochure about the role of transport in regional transformation - pteg and the city regions available from the website www.pteg.net
pteg member bodies and some of the other associated organisations have acted as the promoter groups during the development of the modern light rail revival in the UK since the 1980s.  
Whilst progress in the development of LRT schemes in the UK has been generally positive there have been some notable setbacks, and the overall process has been significantly slower and more expensive than either anticipated or desired during the period.  pteg and the All Party Parliamentary Light Rail Group (APPLRG) have therefore decided to jointly seek inputs to an inquiry in the progress in Light Rail in the UK.  This document is pteg’s own contribution to the debate.
(a) Current progress with UK LRT schemes
· Experience on LRT scheme delivery has been very mixed indeed, with some projects (Manchester Metrolink phases 1 and 2 and the DLR in particular) delivery has taken place relatively smoothly with all parties satisfied by the process.  On other schemes (Croydon and Nottingham to a lesser extent) delivery has occurred to timetable although the commercial arrangements and contract pricing have caused substantial downstream difficulties for contractors and concessionaires leading to roll-on risk pricing on future bids.  As a result of these difficulties several schemes at a very advanced stage of development (Leeds and South Hants particularly) have been bid much higher than the initial estimates and as a result have been cancelled or deferred indefinitely.
· Strong and consistent (and often cross-party) local political and community support has been central to success in scheme delivery (for example Manchester Metrolink Phase 3a and b), and scheme failures have often been attributed in part to a lack of such support, or a fragmentation of political positions at a local level.  It is very much hoped that the move towards ITAs and city-region governance will help alleviate these problems, at least in some locations.
· The Sheffield Supertram and Midland Metro systems did not initially live up to the original forecasts, however the reasons for this are well documented.  In recent years, patronage growth has risen sharply and extensions are currently being considered.
· The use of complex contractual structures, a long and expensive TWAO planning approvals process (albeit a step-change in improvement from the previous Private Bill process, key issues remain on the length of time taken for decisions and funding approval), an extremely difficult and expensive (and in some cases contradictory) appraisal framework and an over-centralisation of funding and scheme approvals have all proved significant barriers to implementation, as has the very uneven work ‘pipeline’ on schemes, the cost of utilities diversions and to some extent UK standards in LR vehicle acceptance.  Even attempts to simplify contractual structures however have not always had the desired effects, as witnessed by the difficulties presently being faced in Edinburgh.
(b) Comparing UK experience with LRT schemes on the Continent

· Experience on the Continent, notably in France and more recently Spain and Italy has shown that many of the issues highlighted above can be overcome.  France in particular is presently opening either new lines or extensions between 3 and 6 times per annum.  This rate of production is expected to remain constant for some years.  Spain is expected to approach these production levels, meaning that promoters, local government, consultants and contractors have a very high and constantly refreshed level of competence in scheme delivery.  Germany, Holland and Belgium have an uninterrupted history of LRT operation and development and competence.
· Themes common to the success of all of these schemes centre around:
· Consistent and directional transport, environmental and local development policies supporting PT and Light Rail development
· More practically focussed long-term integrated transport planning – with less overall emphasis on the primacy of highly complex modelling and much more on land use integration and real-life traffic generators and attractors, making sure that alignments and other sites (depot, substations etc.) are preserved for their eventual use (possibly incrementally used by BRT in some cases)
· Swift(er) planning and appraisal approvals mechanisms
· Locally centred funding mechanisms
· Strong local political governance
· Consistent long term local support for public transport development
· A consistent and strong work ‘pipeline’
· Very competent and experienced delivery industries
· Integrated transportation planning and delivery for local public transport
· Simpler contractual structures mechanisms with more appropriate risk transfer
· Sometimes a different approach to the cost of utilities diversions (notably in France)

Notably the private sector does take a strong role in many if not all of these projects, although not always in the way we see in the UK.

Lessons for the UK would include the development of more coherent policies and attendant appraisal processes, the streamlining of approvals processes, the decentralisation of funding mechanisms, improving local governance, simplifying procurement and most importantly increasing and making more consistent the workflow, in order to raise industry competence and reduce risk and uncertainty in project delivery, and hence to reduce scheme implementation cost.
(c)
UK Government Policy towards Light Rail
· Government implementation of its policy in the UK has failed to meet the goals and aspirations of the 1998 Integrated Transport White Paper.  Bus deregulation in the 1980s made this problem significantly worse and local PT usage has continued to decline (in most cases severely) outside greater London. Most UK new LRT schemes have seen rising patronage despite in some cases rather high fares and stiff competition from local buses.  Today HMG agrees that LRT schemes can, in the right circumstances be important contributors to local transport (and other) needs.  Policy changes most recently seen in the Local Transport Act 2008 set out a future in which Quality Partnership or Contract based working may become important tools in the future towards providing the kind of integrated public transport systems that users really want and that will help grow the local PT market.
· UK Government policy towards light rail specifically presently centres around the concept of modal agnosticism, an attitude that devolves the decision making to a local level as long as schemes meet the objectives set out in DASTS and in the local strategies.  This is not necessarily a bad thing and to some extent reflects policy in many other EU countries.  The key issue however is that the funding mechanisms in the UK are highly centralised and dominated by Treasury led national balance sheet concerns and real funding and taxation autonomy is not given to local government in the UK in the way many other EU countries operate.
· UK Government policy at present is that local communities should fund 25% of the costs of LRT schemes from their general funding pot, whereas non-LRT schemes the local contribution is only 10%.  HMG argue that an equalisation would cause the local RFA budget (which is centrally allocated) to become strained for other important local schemes.  This obstacle has proved a severe constraint in many areas and there must be some concern that the problem may get worse in the future as an impending public expenditure crisis looms.
· That said in the last 2 years HMG has released approval for some significant works (MML phases 3a and 3b, work on Centro and Sheffield, Blackpool, the Tram-Train trials and NET Phase 2) so the picture is by no means negative at present, although the very ‘stop-start’ UK approach, with long gaps between active projects and the previous project cancellations is the cause of much difficulty in building a strong domestic light rail industry.
 (d)
Opportunities and Risks in LRT Development in the UK
· Risk in the context we are interested in it can be expressed as ‘the causes of the difference between the estimated cost of a project and its price to deliver.’  The causes of risk in UK LRT projects are many and are outlined above but the aim should be to reduce the risks to such an extent that promoter, Government (local and national) and contractor/concessionaire alike can be confident of the delivery cost of a scheme and therefore its price.
· The use of highly complex contractual structures, intrinsically increases the risk profile in the delivery of projects.  This is because, unless the delivery consortium is very experienced in LRT schemes in the UK they and their bankers will take a pessimistic view on risk (and the likelihood of default by the other parties) and will price in and roll down to their subcontractors an excessive risk allowance, and the lenders will do the same.  This seems to lead fairly directly to multiple and cross-risk pricing in the same consortium and this is one of the major causes we believe of the high cost of LRT in the UK.  Benchmarking work by TfL amongst others (and pteg itself in its 2003 report comparing LRT in France and the UK) indicates that this is a real issue comparing scheme development in the UK and that in other European countries.
· The biggest opportunities for reducing the price of LRT schemes therefore appear to be in using delivery mechanisms that eliminate or reduce substantially the risks of:
· Really good and practically focussed transport planning – getting a strong LRT route fully integrated as far as possible with other PT facilities and Park and Ride sites.  It is notable that in France the introduction of strong radial LRT routes has generally led to overall rising bus patronage in the same cities (not just one off changes due to the increased interchange requirements), increasing the overall return on transport investment.
· Approval – use faster approval mechanisms (several possibilities exist to speed up the process) and more simple and consistent appraisal frameworks, not more complex and expensive ones
· Procurement (use simpler contractual structures, where possible)
· Patronage/Revenue – vs the financial structure of the concessionaire and the known ‘base state’ in patronage and revenue terms (on a case by case basis) 
· Experience (use contractors with a strong team record of LRT project delivery in the UK)
· Pipeline – increase the workflow to ensure that a solid base of experienced delivery staff is built up in the Contracting industry and on the client side
· Use standardised solutions (akin to the DMRB approach in road construction)
· Back transfer risk for utilities diversion onto the utilities companies themselves as far as possible (18% betterment for example)
· The opportunity that LRT offers in our cities is significantly improved transport of course, but as the French, Swiss, Dutch, Germans, Belgians and Spanish have discovered the real prize is a wholesale transformation in the fabric of the urban environment and the urban quality of life using LRT as the backbone of an integrated and sustainable mobility and urban development solution.  This wider ‘big picture’ agenda is almost entirely missed in the UK appraisal system although NATA and DASTS do contain elements of it and they are a step in the right direction.  (This is also why LRT and BRT are quite different products, and one is not really a substitute for the other in most cases we believe.)
· The emerging agenda on climate change, energy security and electrification in public transport also offers substantial opportunity to emphasise the real long term benefits of light rail (and trolleybus), especially when combined with thinking about sustainable energy supplies and sustainable urban development thinking.  In fact this whole area of concern may eventually push Light Rail very firmly up the political and social agenda.
· Finally there is the real possibility that Tram-Train could in UK cities offer the opportunity to de-congest major mainline stations and in some cases make beneficial use of under/inefficiently used or moribund heavy rail infrastructure.   It is possible that the benefits in certain locations could be very large indeed, and this is without counting the very positive effects on reducing the cost of running parts of the heavy rail network (and hence the operating subsidies required).  Candidates might include routes in West Yorkshire, the Valley Lines in the Cardiff Area, a number of Greater Manchester lines, some of the Glasgow suburban rail network, possibly parts of the Merseytravel rail network and some parts of the rail network in the West Midlands.
(e)
A better framework for LRT development in the UK
· UK Tram has achieved much in bringing together the main industry parties and DfT, but UK Tram is a voluntary body and this has limited its impact in terms of the time and effort that members can put into the process.  UK Tram needs to be professionalised and act as the standard bearer for UK standardisation, risk reduction and interface with the forthcoming EU LRT standards in the Urban Rail Platform.

· National policy must truly enable the means as well as the ends for local objectives in transport and urban development to be achieved and a clear policy statement setting out the centrality of an urban quality of life agenda from DfT would be a very helpful beginning.  

· If we cannot develop successful Light Rail as a core of integrated urban public transport in the UK, one of the most densely populated countries in the World, then we are truly doing something very wrong indeed.

