


A safer, brighter and better station
for Manchester

As part of over a £1bn investment in rail
across the north of England, Network Rail
have transformed Manchester Victoria into
a safer, brighter and better station. The new
station was designed by the Manchester
studio of architecture firm BDP.

One of the key features of the new station
is the 8500m? roof that arcs over the station’s fully refurblshed concourse, I|nk|ng with the
original Grade Il listed station buildings. The contemporary new roof is made from the same
material as the Eden Project, allowing natural light into the station, creating a bright and
attractive space for passengers.

New lighting, CCTV and customer information have been installed throughout the station and
refurbishment of the original booking office and installation of glazed entrances lift the overall
look, feel and usability of the station.

The station’s new design has also preserved its Victorian and Edwardian heritage. The
programme of renovations included work on the war memorials, glass dome, Soldiers’ Gate,
station mosaics, wall map and the familiar glass and iron canopy that runs the length of the
station’s facade.

Adapting the network to safeguard our environment, safety and health

3.20 While we invest to improve the network, we must invest to manage the
consequences that come with the use of that network. The safety of transport users
is an imperative, and through upgrading our infrastructure we can make the network
safer. This might for example include changing road layouts in accident hotspots,
providing safe alternatives for vulnerable road users, or removing level crossings on
the railway to reduce risk.

Crossrail - Reducing waste and delivering sustainable outcomes

The £14.8 billion Crossrail project is currently
Europe’s largest infrastructure project. Construction
began in 2009 at Canary Wharf, and the new
railway, known as the Elizabeth line, will open in
December 2018, with full services running from
December 2019.

Sustainability was one of the key principles
underpinning the design of the new line — minimising
waste, maximising material qualities, reducing
energy consumption and ensuring cost efficiency.

Crossrail tunnels have been designed to minimise

energy usage by elevating the track on the approach

to stations to aid braking and lowering the track on the exit of stations to aid acceleration.
Around 98% of the 7.9 million tonnes of excavated material are being used to create Europe’s
largest man-made coastal nature reserve at Wallasea in Essex. This is a joint project between
Crossrail Limited and the RSPB to create a natural wildlife habitat for tens of thousands of
migratory birds, and combating the threats from climate change and coastal flooding.
Environmental Impacts were also minimised during the construction process with total CO2
emissions savings of 11% against the baseline during this time and 84% of the construction
machinery in the central section fitted with emissions controls to reduce air pollution.
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Investing in Brighton’s Valley Gardens to improve cycle and pedestrian networks

Coast to Capital Local Enterprise Partnership (LEP) is committed to investing £8 million of the
Local Growth Fund Grant in Brighton's Valley Gardens project as one of the major schemes in
the LEP area. The key aim of the Valley Gardens proposal is to simplify the existing highway
network by making the journey through Valley Gardens less complicated and more accessible
for users, improving cycle and pedestrian networks and improving safety and air quality in the
area. The scheme will transform the existing area into an attractive, flexible and safe space with
improvements to pedestrian and cycle connectivity, road safety and the public realm. The
Valley Gardens proposal aims to encourage cycling and walking around this area, generating
health benefits, as well as contributing to reducing emissions.

3.21 Our investment can also deliver positive outcomes for health and the environment.
Providing new cycle-ways and road networks that accommodate the needs of cyclists
and walkers can encourage people to shift from cars to more sustainable and healthy
forms of travel, particularly for short local trips that make up the bulk of personal trips.

3.22 Similarly, grant funding to offset the upfront capital costs of ultra low emission vehicle
charge points can encourage a switch to greener vehicles that improve air quality
and lower emissions, whilst supporting our automotive sector. Improving the quality
of road surfaces can reduce fuel consumption and emissions, and using advanced
materials and construction process can improve the levels of noise experienced by
nearby communities and habitats.

3.23 The government’s rail freight strategy, published in September 2016, signalled our
ambition to support a greater shift from road to rail. Each tonne of freight moved by
rail reduces CO2 emissions by 76% compared to road so shifting more freight from
road to rail has potential to make a real contribution to meeting the UK’s emissions
reductions targets, as well as improving safety by reducing lorry miles. That’s why
we’'ve committed £235m up to 2019, on a ring-fenced fund specifically to support
investment in rail freight needs and deliver greater capacity and capability creating
opportunity for more freight to be transported by rail.

We need to strike an appropriate balance between these levers

3.24 These interventions are rarely mutually exclusive. Many of our committed projects
involve a number of these interventions at once. HS2 not only addresses an
increasingly significant capacity problem on the West Coast Mainline, but will also
transform connectivity between our major cities, link the network to major airports,
drive wider economic benefits, and set new standards for the passenger experience.
Similarly the A14 Cambridge to Huntingdon scheme will bring relief to a notoriously
congested stretch of road by adding substantial new capacity, catering for new
housing-driven demand as well as the existing traffic, much of it destined for the
economically critical ports of the Suffolk coast.
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3.25 In practice, finding an appropriate balance in our investments will be key to our
success. This balance can already be seen in our committed plans.

£14.8bn 2015/16-20/21 We are well into the CP5
Rail Investment Strategy, part of the £46bn
programme to operate and enhance the railway
between 2014-19. It has already delivered projects
like the redevelopment of stations at Birmingham
New Street, Reading and Manchester Victoria, as
well as important capacity and electrification

With HS2 we will ultimately triple the
capacity out of Euston during peak
hours, and link 8 of our 10 largest
cities. Over 100 towns and cities

could benefit from the additional
capacity freed up on the existing
network. £30bn enhancements & renewals 2014-19

Our first Road Investment Strategy includes £4.4bn on £6bn 2015/16-20/21
major maintenance and renewals, as well as £9.4bn on
projects to tackle congestion and make journeys
smoother, including the first major new route to the South
West since 1977 and upgrading all of the A1 to motorway
standard as far as Newcastle. We're also using the : : ,
National Productivity and Investment Fund (NPIF) to other incentive-driven

tackle pinch points on the network with a dedicated competitive schemes to drive
£220m fund. innovation and efficiency in

Local Highways
Maintenance.

We are funding local
authorities to look after their
local road networks with
sustained grant funding and

£15.2bn 2015/16-20/21

Through the Local Rail projects
Growth Fund we are
supporting projects which | We are nearing the final stages £4.9bn 2016-21
meet the priorities of of delivery for the major projects
Local Enterprise of Crossrail and Thameslink,
Partnerships such as the | adding substantial new capacity
Grantham Southern and connectivity across the
Relief Road and Large capital. We are considering the
Local Majors. case for Crossrail 2 and

£5.6bn 2015/16-20/21 R e el £300m 2015/16-20/21

Our capital grant to the
Mayor and Greater London
Authority is modernising the

transport network of our

capital city.

Our block grant funding to local authorities is also helping We are investing in cycling

support the upkeep and enhancement of the local transport and walking including over

network — now supported by an additional £1.1bn of funding £300m of dedicated funding,

announced at the Autumn Statement 2016 as part of the supplemented by the Local
NPIF. Growth Fund and block

£2.39bn 2015/16-20/21 grants.

We are also backing an early transition to ultra low emission vehicles. More than £600m of
funding has been committed, with an additional £270m announced at the Autumn Statement
2016, to boost vehicle uptake, get the necessary infrastructure in place, and support UK
research and development of cleaner vehicle technologies

£600m over the five years to 2020/21, with £270m added at Autumn Statement 2016
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3.26

3.27

3.28

3.29

3.30

This investment sits alongside significant enhancements being made by the
commercial operators of our ports and airports — projects like the transformation
programme at Manchester Airport, which will invest more than £1bn to improve its
facilities, with similar upgrades also underway at airports like Bristol and Edinburgh.
The owners of ports like Liverpool, London Gateway and Felixstowe have invested
hundreds of millions in recent years to expand and equip their facilities to handle the
biggest ships.

Many of our spending plans last into the future and commit funding to completion.
Our priority for these programmes and schemes is to get on and deliver them as
efficiently as possible. However, future rounds of spending are still to be determined,
with major programmes of investment in roads and railways into the 2020s still under
development. How the right interventions are chosen is the subject of the next
chapter of this document.

How and when we invest will be guided by a set of propositions

We have developed a number of core propositions to guide our future decision-
making. We will continue to consider problems and needs on a case-by-case basis,
but these propositions are sufficiently comprehensive as to underpin the majority of
investment decisions we will take over the coming years, and to act as a guide for
those who seek Government support.

Ensuring our investment consistently meets the needs of users and helps to
create a balanced economy

We should ensure that all schemes considered for funding are designed to unlock a
specific opportunity that targets our objectives

To maximise the value of our spending, we will be rigorous in ensuring that each
project is supported by a clear and robust case for action, which contributes directly
to one or more of our objectives. In practice, for example, this will mean prioritising:

e Projects that improve user experience by addressing congestion and reliability
in clearly defined ways, typically through maintenance, renewals, or capacity
upgrades; especially on routes into and around our urban centres.

e Projects that deliver specific, tangible benefits to our wider objectives, for
example schemes that make viable specific housing developments, or unlock
identified private sector investment in jobs and industrial capability.

¢ Enhancements that create step-changes in connectivity and capacity where
that can credibly improve the productivity or integration of our industrial,
manufacturing or business clusters, both at a local and national level.

e Schemes that make the greatest contribution to environmental, safety, and
health commitments, or that lead to improvements in overall user experience.

Decisions should reflect a clear understanding of the distinctive needs and
circumstances of different parts of the country, and allow for a joined-up response

Our investment decisions should reflect a clear understanding of local needs, and

allow for a coordinated and joined up response. Such variations may for example be
driven by demographic trends, the underlying strengths or weaknesses of a region’s
economy, the natural geography of a place, or the existing condition of the network.
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3.31 We need to be properly joined-up in our decision-making and consider how all the
interventions we are making add up and interact to deliver a solution that works for
specific communities, and which ensures that growth and opportunity are spread to
every part of the country.

3.32 Chapter 4 sets how our decision-making structures are changing to help achieve this.
Through our approach to devolution we will seek to strike the right balance between
securing local involvement and ownership of decisions, whilst improving the overall
coherence of our networks. Sub-national Transport Bodies (STBs) will be critical, and
in Chapter 4 we set out more on the role that they will play in determining regional
priorities for investment, as well as our intention to explore the creation of a Major
Road Network to make sure that strategically important local roads don'’t get left
behind.

We will take account of the balance of spending between different regions and
assess investments for their contribution to creating a more balanced economy

3.33 In Building our Industrial Strategy, we committed that as we develop and plan future
rounds of infrastructure investment we will take account of the balance of spending
per head between different regions. We will continue to prioritise the highest value-
for-money projects while also taking account of wider strategic aims, as we seek to
address productivity weaknesses across the country, and unlock the benefits of
agglomeration economies.

3.34 We are also committing to develop a new ‘rebalancing’ assessment toolkit, for use as
part of the strategic assessment of future investment programmes. Working
alongside partners in Government, the Department for Transport will develop a new
assessment standard that will require investment programmes to be judged on how
they contribute towards creating a more balanced economy, as part of the overall
assessment of their strategic case.

We will be open minded about the best way to tackle particular problems

3.35 We will ensure that decisions consider the full range of options to address problems
and take a comprehensive, cross-modal overview of the issue. Our focus should be
on delivering the best outcome, rather than looking automatically to the same part of
the network to provide a solution, and identifying where different modal interventions
can work together in a way that creates a combined impact greater than the sum of
its parts, or where innovations can support transport investment.

Getting best value out of the network and our investment

Our decision-making will continue to prioritise value for money and the application of
the five-part business case

3.36 We must ensure that taxpayers’ money is invested wisely. The Department has an
advanced set of analytical frameworks that give decision-makers an insight into the
impacts of transport projects, and give us a common framework for comparing the
quality and value of schemes. We will continue to prioritise value for money when
determining how best to invest public funds and apply the five case business case
model to ensure projects have strategic fit, value for money, are affordable and
commercially deliverable, and will realise benefits.
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We should always first ensure that we are getting the most out of our existing assets

3.37 Our densely populated geography means that we are already world leaders in

managing congested networks. We must invest effectively in the condition and
capacity of our existing network to make them as productive and efficient as possible.
Maintenance and renewal schemes can prevent disruption and reduce future costs.
Increasingly, technology gives us new ways to get more out of the infrastructure we
have. We will always look first to see if there are sustainable ways of getting more out
of the existing asset before committing to large-scale investment.

3.38 For example on the railways, new digital signalling technology can enable trains to

run more closely together, increasing the number of paths available on the existing
network. Our regulatory structures can be used proactively to drive greater
performance from an asset — for example by putting in place effective incentives, or
bringing management of the network closer together. Smart technology or traffic
management systems can direct vehicles around the network more efficiently by
providing real-time information, while Smart Motorways allow capacity and speed
limits to be adjusted to even out heavy traffic, improving the reliability of the network
more quickly and cost-effectively.

We will continue to seek contributions from those who stand to benefit, to support
transport funding

3.39 Developers have long been required to contribute to upgrading transport provision

and infrastructure when expansion plans place demands on the network. In addition,
Crossrail — the first stage of which has recently opened — has been made possible in
part by funding from by the Mayoral Community Infrastructure Levy and Section 106
planning obligations, which have raised funding from commercial developers who
stand to gain from new connections that Crossrail provides. The Mayor is currently
consulting on a second phase of MCIL to replace the existing scheme.

We will seek to unlock opportunities for private finance where it meets our objectives

3.40 Infrastructure can provide an attractive and stable return for private sector investors.

3.41

We will seek to unlock opportunities for involving private finance where doing so can
make projects more affordable, better value for money, or easier to deliver. We set
out more detail in Chapter 5.

A resolute focus on delivery

We will continue to prioritise predictable funding and a stable long-term pipeline of
projects

Since 2010 we have made real progress in creating longer-term, sustainable
transport investment frameworks backed by funding, correcting the stop-start
approach of the past which has hampered efficiency and undermined our
competitiveness. These long-term plans play an important role in increasing
efficiency and lowering costs and we describe how they fit together in Chapter 4.

3.42 They are supported by the National Infrastructure Plan, first published in 2010 and

supplemented since by the National Infrastructure and Construction Pipeline, last
refreshed in 2016. The creation of the NIC to identify the country’s infrastructure
needs out to 2050, backed by the Chancellor's guidance to the NIC that they should
work to an assumption that the UK'’s gross public capital expenditure on economic
infrastructure will fall within 1.0-1.2% of GDP between 2020 and 2050, is a further
commitment to a stable and sustained investment plan.
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We will ensure all schemes considered for funding take a pragmatic approach to
delivery challenges

3.43 We will be realistic about the projects we prioritise based on analysis of delivery risks.
In particular we will:

— give space for proper project development before committing to schemes.

— ensure projects take clear account of supply chain capacity and include
proposals for ensuring the development of a sustainable skills base.

— ensure that schemes we fund have a viable route through the planning process.
— consider new alignments only where there is a strongly compelling case.

3.44 We will explore innovative delivery models that can improve the efficiency, speed or
value for money of investment. Delivery models dedicated to the construction and
design of specific projects can mean projects get built more quickly and efficiently.

Where possible, our preference should be for schemes which deliver quickly for
users at lower cost and risk

3.45 We will look to prioritise smaller schemes which fix known problems in proven ways,
and deliver benefits to users quickly. Such schemes are more straightforward to plan
and deliver, are lower-risk, and together form a steady and reliable stream of
projects, providing stability for the supply chain. Small schemes often provide very
high value for money (fig 3.1) and offer flexibility in response to the uncertainty we
face about how future travel trends.

Fig 3.1 Project value for money categories against cost for selected schemes, 2013-15
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3.46 That is not to say that we will not continue to back larger projects where a compelling
case is made and more modest online improvements do not offer the scale of
benefits required. Sometimes transformational projects that deliver step changes in
capacity and connectivity represent not just the only viable solution, but offer too
significant an opportunity to ignore. So we will continue to back these projects where
they generate transformational benefits which we are confident can be delivered.
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3.47

Adaptability in the face of change

In response to uncertainty, we will aim for balance and diversity across our portfolio

Transport infrastructure has long lead times from decision to completion, and once
built lasts for generations. We will take decisions on the best available information
now, and use scenario analysis to test how durable a decision might be in response
to different circumstances. But we will also respond to uncertainty by creating
balance and diversity in our overall portfolio, ensuring a mix of smaller schemes that
are flexible to deliver and schemes designed with built-in options that allow flexibility
to change. In other cases, the best course may be to invest in schemes that offer the
sorts of core functionality that are durable against changes in the way we travel.

Where appropriate, we expect projects to put the UK at the forefront of adopting
future technology

3.48 We will strive to create a transport system that is innovative, built for the future, ready

to embrace that change and puts the UK at the front of global technology. So
whenever we are investing to improve the network condition, tackle congestion, or
enhance its connectivity, we need to do so in a way that anticipates change and
future-proofs the network. That means creating incentives to promote investment into
ultra low emission vehicle charging infrastructure; it's why as part of the Industrial
Strategy Challenge Fund we have committed £246 million over 4 years to help UK
businesses seize the opportunities presented by the transition to a low carbon
economy, to ensure the UK leads the world in the design, development and
manufacture of batteries for the electrification of vehicles; and it means investing in
research that support trials of new technologies, such as connected and autonomous
vehicles, alongside ideas that identify better ways to provide information to
customers and improve the management of the network.
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4. Taking the decisions that will deliver
better transport across the country

At its simplest, the transport network is a single entity enabling people and goods to
move around the country. It consists of intricate route systems serving communities
and workplaces, connected up by larger arteries moving significant flows of traffic
around the country, which in turn are linked to the ports by which those people and
goods can enter or leave the network: local and regional networks, connected by
national corridors, linked to international gateways.

Only if all the various parts of this system work effectively and are well-integrated can
its true value as a national asset be realised. As a result, we have to ensure that the

necessary investment reaches all parts of the network, that it functions as a coherent
whole, and that our decision-making structures allow us properly to reflect the needs

and circumstances of different places in a joined-up way.

Our Industrial Strategy recognises the importance of driving growth across the whole
country and creating the right institutions to bring together sectors and places to
create a balanced economy that works for everyone. In this section we set out how
the current system works, how it is evolving, and how it will deliver the transport
network we need.

Getting devolution right

4.1 The UK’s transport networks serve a huge variety of different purposes, and the
way the different parts of the network are managed varies too. In England, the
Strategic Road Network is managed by Highways England on behalf of the
Transport Secretary with other road and local transport networks managed by
local authorities. The strategic road networks of Scotland, Wales and Northern
Ireland are devolved to their respective governments, with the remainder of the
road network managed by local authorities. The rail network in Britain is managed
by Network Rail, with the UK Government retaining responsibility for investment
decisions in England and Wales. But regardless of who manages our transport
networks, passengers and road users want a seamless, integrated experience on
whatever mode of transport they use.

4.2 ltis right that responsibilities for our networks sit at different levels: decision-
making should be as close as possible to the people affected. But balanced
against this is the need to ensure the coherence and integrity of national networks.
Getting this balance right is essential. The right function should sit at the right
level.
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Devolved Administrations

Transport is substantially devolved in the UK, with differing devolution settlements in Wales,
Scotland and Northern Ireland.

For obvious geographic reasons, Northern Ireland’s transport infrastructure, especially road
and rail, is highly integrated with the Republic of Ireland, and investment decisions are taken by
the Northern Ireland Executive.

Scotland and Wales also have significant devolved powers and funding, including all roads and
public transport investment. Scotland has a separate programme of rail investments to
England and Wales, although still delivered by Network Rail, and it is also responsible for letting
the ScotRail and Caledonian Sleeper franchises. Transport Scotland have recently launched a
Call For Evidence as part of the development of Scotland’s National Transport Strategy.

Responsibility for rail infrastructure in Wales lies with the UK Government, although the Welsh
Government has the powers to invest in rail infrastructure and passenger services. In recent
years, the UK Government has a strong record in investing in infrastructure to modernise the
rail network in Wales, and improve passenger experience. Major projects funded by the UK
Government which have a direct benefit to Wales include modernisation of the Great Western
Main Line, re-signalling between Swansea, Cardiff and Newport and on sections of the North
Wales Coast Main Line, new station platforms at Cardiff Central and Queen Street stations,
improvement of the Halton Curve, linking Liverpool to North Wales and part-funding for a new
station at Pye Corner.

The majority of passenger services in Wales are operated under the Wales & Borders
franchise. The management of the current franchise is the responsibility of the Welsh
Government. The UK Government is working with the Welsh Government to facilitate their
ongoing procurement process and finalise the arrangements for the devolution of the franchise.

The strategic road network in Wales is devolved to the Welsh Government. The economies of
England and Wales are closely integrated. 50% of the people of Wales live within 25 miles of
the English border and Wales’ major arteries the M4, A55, the A5 are cross-border routes.
Consequently, cross-border connectivity is an area in which cooperation between the two
governments is essential to road users on both sides of the border.

In addition, all four Governments work together, especially on matters where the respective
infrastructure policy responsibilities of the UK government and devolved administrations
interact. For example, investment on long-distance rail lines such as the East and West Coast
Mainlines, or HS2, have a big impact on journey times from London to Scotland, even if the
investment itself is in England. This will improve connectivity and is key to the UK and Scottish
Government’s shared ambition of 3 hour rail journeys between London and Scotland’s Central
Belt. Wales is particularly closely integrated with England and cross border road and rail routes
are a key area where collaboration between the two Governments is important. We will
continue to work closely with the Devolved Administrations on air connectivity to London to
improve the UK’s national and international connectivity.

The Devolved Administrations receive Barnett consequentials on the Department for Transport
budget in the usual way, in relation to policies which are devolved.

4.3 Atthe local level in England, there has been significant change over recent years
with the advent of Local Enterprise Partnerships (LEPs) and devolution deals for
combined authorities with elected mayors. London, meanwhile, has benefited of a
mature devolution settlement with strong and accountable local leadership. By
contrast, at the regional level, changes are still evolving. The previous regional
architecture was largely removed in 2010, leaving space for new structures to
emerge which better suited the needs of particular areas. In transport, there is
scope for new Sub-national Transport Bodies to take on responsibilities and
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powers to ensure that transport decisions are delivering the right results for their
area.

4.4 At the national level, decisions are taken by the Secretary of State and there are
clear structures in place to manage delivery of large scale, strategic investments
that help keep the country moving.

4.5 We set out below a framework that guides us in determining what functions and
responsibilities should sit at what level.

Principles that will guide decisions on the right level for functions and
responsibilities

Proposals for the devolution of transport functions and responsibilities should be rooted in
providing better journeys for the travelling public and meeting users’ needs.

Devolution of transport powers is about making sure decisions are made at the right level.
We need to make sure the right powers are in the right place given the nature of the
organisation, its role and capability. In some cases this could mean more areas pooling
together and coordinating transport functions at a higher level than they currently do.

It is crucial that measures make sense from an operational and maintenance perspective
across the whole country. Gains from devolving control cannot come at the expense of
maintaining a coherent, nationwide network. Devolution proposals must therefore show a
clear awareness of key interfaces at all levels locally, regionally and nationally.

A devolution proposal must also have a suitable geographical scope that balances political
considerations with broader economic geographies (e.g. labour markets, supply chains) and is
also clearly delineated and logical in terms of the rest of the network and service geography.
Where this is not possible, suitable arrangements to manage services or networks that cross
boundaries (in either direction) must be included.

A key part of achieving this coherence will be securing political consensus. Proposals should
help areas speak about transport with one voice and enable the leveraging of greater private
sector and local funding. Proposals should also show alignment with existing bodies particularly
where those bodies are responsible for wider economic development beyond transport.

All proposals should clearly aim to improve democratic accountability for decision making —
accountability that is simple for passengers and transport users to understand.

Local and regional transport — meeting the challenges through
devolution, backed by funding

4.6 Every journey uses local transport networks at some stage, and most never depart
from them. These are the journeys that allow people to commute to work, find
employment and get around their communities. They enable deliveries to reach
their destination and businesses to connect with each other across urban areas.
They are made on all types of road ranging from the small local roads to the
nationally-managed strategic road network too. Indeed, the maijority of journeys on
the strategic road network begin and end in the same region. They are also made
possible by the mass urban transport systems and suburban commuter rail
services that every day allow millions of people to get into and around cities for
work.

4.7 Just because these journeys are local and regional in scale, does not mean they
are not of national importance. But while responsibility for individual areas is rightly
devolved, we have a national stake in the success of our local and regional
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transport. These are the networks that power our city economies and help
communities to flourish. Investing to create better journeys around local and
regional networks lies at the heart of meeting our national challenges, by:

e Deepening labour markets by allowing more people to access employment

e Cutting congestion and delays so that journeys to work are shorter and more
reliable, and that the same is true for the movement of freight; and to minimise
environmental and air quality risks

e Providing the necessary capacity and connections to support and unlock
housing and other economic development sites

e Allowing business clusters to develop, with easy connections between
organisations

e Making UK towns and cities an attractive place for inward investors to establish
economic activity and jobs

Local transport

4.8

4.9

Local authorities in England have responsibility for transport and highways in their
area, either at upper tier level (county councils) or as unitary authorities. They
know their communities and their place best, and can deliver decision making
closest to the people affected, for example on local highway investment, road
safety and bus priority measures. A significant share of government funding is
therefore allocated by formula, based on factors such as road length and
population, through highways maintenance grants, integrated transport block (ITB)
funding and a proportion of transport spending from DCLG Revenue Support
Grant.

Since 2011, Local Enterprise Partnerships (LEPs) have been established across
England, to enable more strategic decision making over areas often larger than
single local authorities. Combining public and private sector expertise, their remit
includes transport as well as other growth investments, such as skills and
business development, with the aim of promoting local economic growth. LEPS’
capital budgets are funded through the Local Growth Fund, a cross-Government
fund incorporating a significant amount of what was previously transport major
schemes funding. This is allocated competitively, encouraging innovation and
rewarding success, while devolving significant responsibility for individual scheme
funding decisions to the local level. To date, over 500 transport schemes have
been prioritised by LEPs, many of which are in delivery or have been completed.

4.10 Building on the experience of devolution to LEPs, the Government has agreed a

4.1

number of devolution deals in places where a group of local authorities have
agreed to come together and form a combined authority with an elected mayor.
Joining up responsibility for transport, planning and economic development over a
wider area, with strong local leadership, gives the opportunity to deliver significant
benefits for people locally.

This is happening in Greater Manchester, Tees Valley, Liverpool City Region, the
West Midlands, Cambridge and Peterborough and the West of England, all of
which elected new mayors on 4 May 2017. In return for this new governance, they
will have new devolved funding for investment, and powers devolved from central
government.
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4.12 The exact provisions of each deal are different and reflect the needs of particular
places, but transport has been at the forefront of deals in all the areas, which
include:

e Commitment to a single Mayoral local transport plan across a combined
authority area;

e Greater flexibility over existing funding streams, by pooling different transport
grants together and providing multi-year allocations;

e Access to bus franchising powers through the Bus Services Act 2017;

e Responsibility for Key Route Networks of the most important local roads. This
will put these areas more in line with London’s red routes, which are managed
by TfL. This will enable better integrated management of key routes in city
regions, improving urban congestion, and deliver efficiencies by pooling
procurement activities between the constituent local highway authorities.

London

In London, responsibility for transport and planning has been devolved to the Mayor for almost
20 years, with Transport for London now responsible for virtually every aspect of transport in
the capital. The Mayor is required to produce a number of strategies, including for transport,
economic development and spatial development, and he is accountable to the London
Assembly for the delivery of these. This, together with sustained Government investment in
London’s transport infrastructure over the same period, has helped to transform London’s
transport networks and ensure that transport policies are properly integrated with planning,
economic development and other priorities.

4.13 Putting responsibility for funding decisions as close to those affected as possible is
often the right thing to do. But there will also be situations where a more strategic
perspective is required, and Government plays a role in allocating funding to
specific local schemes, particularly those which, due to their size, cannot be
funded solely by LEPs or local authorities from existing budgets. Local schemes
such as the Heysham to M6 link road in Lancashire (the Bay Gateway), which had
a project cost of £134m would not be affordable through competitive Local Growth
Fund allocations, so we have created the Large Local Majors programme, through
which we have already approved two schemes and are providing business case
development funding for 17 more. This programme has been heavily
oversubscribed so far, so decisions on funding are taken by Government, based
on competitive bidding processes.

4.14 Another situation in which Government will play an active role in allocating funding
is where that funding supports specific national priorities. In the Budget we
announced plans for a competitive process under which local authorities will be
able to bid to receive funding from a £690m pot within the National Productivity
Investment Fund, designed to support projects which tackle congestion or unlock
specific local productivity improvements. Another example is in meeting our
commitment to increase cycling and reduce cycling accidents. In the recently
published Cycling and Walking Investment Strategy, we explain how additional
funding has been made available for local authorities for cycling infrastructure,
allocated by a competitive process. It sets out the Government’s long term
ambition to make cycling and walking the norm for shorter journeys, and its
approach to supporting local authorities through closer collaboration.
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4.15 Allocating a portion of local transport funding in this way means that we can focus
resources on the schemes that make the biggest difference. But achieving that
difference requires strong bids to come forward in the first place. Where evidence
suggests their size or existing capability may be holding them back, we will offer
targeted support to local authorities to develop their bidding and delivery
capability, to ensure that all areas have the potential to produce high quality bids
and to realise the benefits that strong projects will unlock. This will include making
available targeted resource funding in the next financial year, to support future
bidding rounds.

Regional transport: Sub-national transport bodies

4.16 The larger areas encompassed by Combined Authorities help to create better
transport networks for the users that rely on them. However, we recognise there
are further gains to be made by taking a strategic approach at a cross-regional
level. We are committed to driving economic growth in our cities and towns outside
London, but to achieve the best results we know that they cannot work in isolation.
We therefore welcome the partnerships that are forming across the country where
local areas are working together to develop better transport links across the
region, designed to support their priorities for economic development. These
regional transport links will be crucial to enabling an area to function as a more
powerful single integrated economy.

4.17 For this to occur, it is important that transport planning and associated functions
are carried out at the right level, in line with the principles of devolution set out
above. Currently, transport planning at the national level covers England while
there are 81 Local Transport Authorities and 118 Local Highway Authorities (153
including London) across the country. In addition the 39 Local Enterprise
Partnerships cover a slightly larger area but even then their typical size is fairly
small. Many transport schemes are larger than the boundaries of these individual
areas but may still not be large enough to be of importance at a national level.
There is therefore a need to increase the level of regional input and accountability
in transport planning whilst maintaining a coherent, integrated national network.

4.18 We recognise that there has been a gap in transport planning at the regional level,
and in response have legislated through the Cities and Local Government Act
2016 to enable the creation of Sub-national Transport Bodies (STBs). These
bodies are designed to enable areas to come together and speak with one voice
on strategic transport planning in order to boost economic growth and
development. As local bodies they can only be created at the request of local
authority groupings, approved by the Secretary of State.

4.19 A number of partnerships between local authorities have already been created
with the aim of becoming STBs. These include Transport for the North which
includes key cities such as Manchester, Leeds, Sheffield, Liverpool and
Newcastle; Midlands Connect which covers Birmingham, Nottingham, Derby,
Leicester, Coventry, Lincoln and Stoke; and England’s Economic Heartland
covering the Oxford-Cambridge arc.

4.20 The precise role and function of STBs will vary by region in order to reflect local
and cross-regional transport and economic growth needs. However, STBs will all
fulfil a similar strategic role and the Department considers they should have the
following core functions, to:
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e prepare a pan-regional transport strategy to support economic growth and
development in the region;

e provide, based on their strategy, advice to the Secretary of State about the
development and prioritisation of transport investments in their region;

e co-ordinate the carrying out of transport functions that are exercisable by its
constituent authorities, such as the implementation of smart ticketing initiatives;
and,

e potentially, to play a role in the investment and oversight of performance on
major roads in their region (that are not part of the national network maintained
by Highways England).

4.21 Where relevant there is also a role for the Devolved Administrations. An example
of such cross-border cooperation is the Memorandum of Understanding between
Transport for the North and the Welsh Government, which commits both parties to
consult and work together to improve local transport services.

4.22 The creation of STBs will significantly change how infrastructure investment
priorities are set. The implementation of STBs’ functions will require bespoke
mechanisms through which STBs, as Statutory Partners, will engage with the
Department for Transport to ensure that their region’s priorities are understood
and recognised in national decision making.

4.23 This is a fundamental change, opening up central government decision making to
ensure that infrastructure investment takes account of regional transport strategies
and is targeted at rebalancing the country’s economy. This unprecedented access
to investment decision making is only possible as a result of STB’s unique role as
the single voice for their region and the legitimacy that statutory status gives them
to prioritise potential investments based on their regional transport strategies.
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Development of a Major Road Network

The 4,400 miles of the Strategic Road Network carry one third of England’s road traffic on 2%
of its road network by length. Local authority roads comprise the remaining 98% of the road
network (184,100 miles), ranging from country lanes and residential streets to major arterial
routes. The busiest 4,400 miles of the local road network carry around 16% of all traffic.

As described in paragraphs 4.24-4.32, the Government’s roads reform for the national Strategic
Road Network (SRN) has successfully put in place a focused, fit-for-purpose network operator
in Highways England, planning and funding certainty through the Roads Investment Strategy
process, and a rigorous performance regime, independently monitored. This has been
accompanied by a big increase in investment in the SRN, to over £15bn in the period 2015-21.

The Government has also substantially boosted investment in the local road network, providing
£6bn for maintenance alone up to 2021, up from £3.7bn a decade ago. However, no equivalent
to the SRN roads reform has been applied to arrangements for any part of the local road
network.

In October 2016 the Rees Jeffreys Road Fund3® made the case that the busiest and most
strategically important local authority A roads also deserve special recognition because of their
importance to the economic wellbeing of regions and the country as a whole. The Government
accepts the case for giving greater attention to these roads. Later this year we will consult on
proposals for creating a ‘Major Road Network’ (‘MRN’): a designated network reaching all parts
of the country.

The MRN would cover our busiest and most economically important local authority A roads.
This MRN would form a middle tier of roads sitting between the national SRN and the rest of the
local road network. As part of this consultation we will make proposals to allocate a proportion
of the National Roads Fund to the MRN.

We want the dedicated level of funding and management attention going into the Major Roads
Network to strongly support delivery of economic plans and the government’s Industrial
Strategy at the local and regional level, delivering economic growth, supporting economic
agglomeration and unlocking new housing development, alongside additional maintenance to
address issues with these roads. We will therefore consult on how best to arrange the
management of the MRN at the regional level, including providing a key role for sub-national
transport bodies such as Transport for the North, Midlands Connect, and England’s Economic
Heartland in tandem with local authorities. We will also consult on arrangements for those areas
where sub-national transport bodies are not formed.

We do not plan for sub-national transport bodies to become network operators or highway
authorities, and in all cases, highway authority responsibility for MRN roads would remain with
the existing local authorities.

National networks — meeting the challenges through financially-
sustainable long term planning

4.24 Our national networks are the maijor arteries that allow large freight flows to move
around the country, and by which our major cities and conurbations are joined up
and connected, and themselves linked to the international gateways. They allow
the whole country to operate as a single economic entity.

4.25 Improving journeys on our national networks between our cities and gateways can
meet our national challenges by:

% David Quarmby and Phil Carey, 2016. ‘A Major Road Network for England: A Rees Jeffreys Road Fund Study’.
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e making journeys for more users, shorter and more reliable, delivering large
productivity benefits for the economy

e shrinking the economic geography of the UK and enabling links between
regions and cities, allowing firms to trade, specialise and develop their
comparative advantage

e providing the necessary additional capacity to cater for growth in demand
driven by housing and other economic development

e opening up more of the country as an attractive place for inward investment
and to locate new business

4.26 Our national networks carry such significant flows of people and goods that they
have understandably been the focus of Government policy and control, particularly
through retention of responsibility for rail and the Strategic Road Network (SRN).
The SRN carries a third of all traffic, and two thirds of all freight, on only 2% of the
road network as a whole®. The rail network operates as a single system, carrying
both long-distance ‘strategic’ traffic and suburban commuter traffic. In 2017 we will
start building HS2, augmenting the existing network with a new high-capacity,
high-speed core.

4.27 Given their strategic national importance, decisions about investment in these
networks rest with the Secretary of State. The decision making structures and
processes that determine the investment projects that will shape these networks
have been transformed in recent years, but are now reasonably well-established
and marked by the common features of long-term planning, matched by stable,
multi-year funding commitments.

The national Strategic Road Network

4.28 Over the last three years, the way our strategic road network is managed and run
has undergone major reform. There is now a strategic highways company —
Highways England (HE) — which can operate more flexibly and efficiently; we have
put in place a governance system which holds HE to account whilst giving it the
freedom to operate on a day-to-day basis; and in the Office of Road and Rail there
is now an independent watchdog and monitor, to represent the interests of road
users, and scrutinise HE.

4.29 From 2020/21 the Government has guaranteed that all revenue raised from
Vehicle Excise Duty (VED) in England will be allocated to a new National Roads
Fund and invested directly back into the road network, providing stable funding
that will allow us to maintain levels of investment.

4.30 Alongside these reforms, Government set out a strategic vision out to 2040, for a
network that is smoother — with people and businesses connected safely, swiftly
and seamlessly; smarter — leading the world in roadbuilding techniques and traffic
management technology; and sustainable — driving the transition to a
decarbonised, environmentally and locally sensitive network.

4.31 As a first step towards achieving that vision, the Government introduced a new,
long-term ‘Road Investment Strategy’ — a stable plan for making England’s
motorways and major trunk roads world-class by investing over £15 billion
between 2015 and 2021. It does so by tackling some of the most notorious
bottlenecks on the network, like the A14 and A303, adding 1,300 miles of new lane
capacity to cut congestion and smooth journeys on the most heavily trafficked

%9 DfT Table TRA4103 - Motor vehicle flow by road class and road management, as at 1st April in each year: England, annual from 1993
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sections and creating a network of Expressways that provide high quality, fast
dual-carriageway routes across the country.

4.32 In all, during the period 127 separate schemes are being progressed, either in
development or construction. Fifty of these schemes are directly supporting
housing and economic development sites. Others are directly improving access to
ports and airports. For example the smart motorway schemes to the south of
Manchester will improve access to our largest airport outside the south east. RIS1
also includes dedicated ring-fenced funding pots, for projects which help to unlock
housing and other economic development, which tackle the environmental
consequences of road use, including air quality and noise; which enable
innovation; and which create better outcomes for cyclists and walkers.

4.33 While HE delivers on the commitments set out in the first RIS (RIS1), we are
already starting to look ahead to the second Road Investment Strategy for the
period after 2020. By starting work now, we can build a strong evidence base for
future investment decisions, find the best possible designs for new projects, and
secure maximum value for taxpayers from the significant capital outlay that will be
made.

4.34 Last year we published the document: ‘Road Investment Strategy post 2020:
planning ahead’, describing the aims and process for preparing the second RIS
(RIS2). Those initial plans describe five broad aims to build upon: covering the
economy, network capability, safety, integration of the network and the
environment. These align with the priorities and propositions set out in this
document and will be developed further in conjunction with Highways England and
other stakeholders as RIS2 takes shape.

4.35 RIS2 will develop an investment programme for post 2020 that both delivers on
national priorities, such as access to ports and airports to support the UK as a
trading nation, and addresses long standing under investment in the SRN to tackle
known transport issues. But RIS2 will also see a step change in how roads
investment planning addresses rebalancing the economy.

4.36 The development of RIS2 is taking a much more structured and comprehensive
approach to local consultation. For the first time it will map local and regional
housing and growth ambitions across England — a process made possible by HE'’s
direct engagement with all 39 LEPs and closer working with local planning
authorities. Building a detailed picture of how the SRN can support economic
growth and productivity in specific areas is a core part of HE'’s preparation for
RIS2, and took a substantial step forward with the publication of Road to Growth in
March 2017 .40

4.37 RIS2 will also for the first time be shaped by the input of a regional strategic view
provided by STBs, including through their contribution where relevant to the
individual Route Strategies, and the Strategic Studies, that together will form a
major part of the evidence base for RIS2.

40 Road to Growth, Highways England, March 2017
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Ensuring that we take joined up decisions that meet the needs of local
communities

The Road Investment Strategy process allows us to take joined up decisions by facilitating
close working with regional partners:

Planning: by linking the pressures on the strategic network with the needs of local
communities, with a view to arriving at shared agendas and solutions. This includes through the
HE Route Strategies process, during which local communities have the chance to make
representations about the economic and housing priorities. The creation of STBs, like Midlands
Connect and Transport for the North has placed a powerful impetus behind the identification of
regional priorities.

Delivery: by co-operating to develop and fund improvements, projects can be accelerated, and
designed to best reflect local needs.

Investing together on the local network: where there are clear and demonstrable benefits for
users of both networks, there is an opportunity to bring investment together so that institutional
boundaries do not stand in the way of better conditions for road users.

Operating together: there are potentially sizeable gains from linking together respective
control centres and traffic operations arrangements, planning for winter, sharing data and
coordinating road works in order to manage traffic flows better.

4.38 The development of RIS2 is divided in three broad phases: research, decision and
mobilisation. The research phase is well underway and will last into next year, as
we develop the evidence base that is used to inform decisions. This includes the
development by Highways England of 18 route strategies covering the entire
network in geographic sections, as well as the six strategic studies which are
taking place to examine potential major improvements. In the case of the Oxford to
Cambridge Expressway, the Northern Trans-Pennine A66/A69 corridors and the
M60 Junctions 8-18 around Manchester, these have already led us to commit to
taking forward major schemes in the 2016 Autumn Statement. Final decisions on
the detailed shape and content of the second Road Investment Strategy will be
made during 2018/19, ahead of mobilisation into 2020.

The national rail network and HS2

4.39 One of the most important challenges for the Department and industry is to build a
railway network which has the capacity to deal with the ever increasing number of
passengers. Investment in the rail network has been, and in many respects will
continue to be, centred on how we can get more out of the existing network. There
has been a steady stream of improvements to increase capacity or improve
service performance, by lengthening trains and platforms, constructing flyovers
and underpasses to remove bottlenecks, and adding new track. More of this will
be needed, but if we want the growth to continue in the future, we have to ease
some of the pressure on the busiest parts of the network.

4.40 Pressure is particularly acute on our key North-South rail corridors, with parts of
the West Coast Main Line effectively full at peak times. That's why we are building
HS2, a new line that will provide a step change in capacity between our largest
cities. HS2 will be the world’s most advanced passenger railway and transform
connections, particularly between the Midlands and the North.

4.41 HS2 will be fully integrated into the network. The benefits will not be limited to
those who use HS2 itself. By transferring intercity passengers to a new, high-
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speed line, HS2 will reduce pressure on other key routes. This will open up
opportunities for new services into as many as 100 towns and cities across the
UK, freeing up regional and commuter capacity on existing lines and providing
more opportunities for long-distance freight services travelling between our ports,
industrial centres, and logistics hubs. For example, HS2 also has huge potential
to support growth and improve connectivity into North Wales. Passengers
travelling from North Wales will be able to benefit from faster journey times by
interchanging with HS2 between Crewe and London.

High Speed 2 will help boost productivity and rebalance the UK economy

Demand for rail travel is growing faster than for any other mode. Over the past 20 years the
number of rail passengers has more than doubled to over 1.7 billion a year, placing strains on
key routes. Among the worst affected is the West Coast Mainline which, with upto 1 in 6
passengers standing during the morning rush hour, is now effectively full at peak times.

Extra capacity provided by decades of upgrades has filled up faster than expected; and with
demand for services now exceeding the number of train paths available, the route is
approaching its limit. These pressures do not only lead to crowded journeys for passengers.
Rail congestion has a significant effect on the reliability of time-critical services: impacting
commuters, businesses, and logistics companies for whom rail freight is a key part of their
delivery network.

The full High Speed 2 network will link London to Birmingham, and Birmingham to Manchester
and Leeds — delivering a step-change in capacity. It could triple the number of peak-time seats
available out of Euston; by connecting 8 of our 10 largest cities it will directly serve 1 in 5 of the
UK population.

HS2 won't just connect cities
to cities, but to the rest of the
world too, with fast
connections to Heathrow via
the Old Oak Common
interchange and HS2
services calling at
Birmingham International and
Manchester Airport.

Services will travel at up to
220 mph, substantially cutting
journey times between our
major cities. For example the
journey between Birmingham
and Leeds will more than
halved to 49 minutes, from
1hr58 today.

Once complete, transport users are expected to derive a combined £81bn of benefit. The
project will also provide a significant stimulus to the economy — currently estimated at £21bn.
Planning and delivery will employ 25,000 people and create as many as 2,000 apprenticeships,
while an estimated £25bn of contracts represents a major opportunity for businesses across the
UK. HS2 will underpin plans of local areas to grow their economies — for example, in Leeds the
South Bank regeneration project is expected to create 35,000 jobs and 4,000 new homes. The
resulting growth in the wider economy could create up to 100,000 additional jobs across the
UK. The cost of HS2 is £55.7bn, with each pound expected to generate £2.50 in benefits.

51



4.42 The national rail network is already highly integrated, with different types of rail
services — commuter, regional, inter-city and freight — all sharing the same
infrastructure. Rail infrastructure in Scotland is devolved to the Scottish
Government, while responsibility for rail infrastructure in England and Wales rests
with the UK Government. Some rail routes and services have been successfully
devolved to city based transport bodies. However, unlike some comparable
European countries, the historical development of our national network has
fostered a complex and interdependent set of rail services, and there are many
routes and services where it would be challenging to develop effective devolved
bodies in line with the principles set out above.

4.43 By setting the network priorities for railway investment, the Government can help
ensure the railway works as an integrated system, balancing the interests of a
wide range of passenger groups, rail freight shippers and our objectives for the
taxpayer and wider national economy.

4.44 Priorities for investment on the national rail network are currently set by the
Department, drawing on advice from the industry, and informed by the wide-
ranging programme of market and route studies led by Network Rail, working with
local transport bodies and the rail industry. This process sits within a regulatory
framework, with the Department specifying the outputs that Network Rail is
charged to deliver through infrastructure enhancements, but also the outputs
expected from the franchising process. Franchise agreements, for example, are
used to secure investment in network assets by requiring or encouraging the
procurement of new rolling stock and, in some cases, upgrading stations.

4.45 The current planning or ‘control period’ ends in 2019. We will shortly set out what
we want the railway to achieve during the next control period, between 2019 and
2024, with the publication of the next High Level Output Specification. We will also
consult on the specific decision-making framework for the future investment plans,
building on the lessons learned from delivery of the current programme and
prioritising a smarter, pipeline approach that ensures schemes are developed,
designed and delivered in a carefully managed process that lowers delivery risk
and gives a greater voice for industry, passenger representatives and local
transport bodies.

4.46 Our plans will set out how we are responding to the unique challenges of a railway
in which passenger journey numbers have doubled in twenty years. Our railways
need to adapt and change in order to be able to cope with growth and provide a
reliable service that passengers can trust. This means making a series of changes
to deliver the best possible passenger experience, including:

e Supporting Network Rail’s reform programme following the Shaw Report to
devolve greater authority to its regional route managers, giving them the
power to respond more quickly and effectively to local needs. We are also
supporting the Office for Rail and Road’s plans to regulate each of Network
Rail’s routes individually from 2019. These changes will promote competition
between Network Rail routes, and provide opportunities to recognise routes
that are innovating, increasing efficiency, and above all improving the service
delivered to passengers.

e Putting into practice a core finding of the McNulty Review on how to make the
railways run more efficiently and cost-effectively, by bringing together the
operation of track and train. It is critical that train companies and Network Rail
work effectively together to deliver the standard of service that passengers
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expect. For example, alliances bring the train operator and infrastructure
manager closer together to deliver joint initiatives and meet shared targets,
focussed squarely on the needs of passengers. In future franchises, where
the local conditions are conducive, we will support the use of alliances which
allow more effective planning of engineering works and a faster, more
coordinated response to incidents, improving reliability.

e Giving a voice to Sub-national Transport Bodies and LEPs to inform and
influence the investments we make, and ensure that they line up with the
priorities of those who use and rely on the network day in, day out. As with the
strategic road network, we need to retain the ability to take into account the
national needs and needs of freight.

International gateways — trusting the market to deliver and
connecting to the network

4.47 People and businesses need not only to get around their communities, and across
the UK, but to connect with the rest of the world as well, through our international
gateways. Exporters need ready access to the global marketplace, importers need
reliable and efficient entry points for goods, and businesses need to be able to
make straightforward links across the world with established and emerging
markets. As an open, competitive, trading economy, our success is closely tied to
our connections with the rest of the world, made through our airports and seaports,
both at the level of major international hubs and the regional ports that feed them.

4.48 Investment in upgrading the infrastructure at and around our international
gateways helps meet our national challenges by:

¢ allowing for sustainable growth in traffic, enabling more international
connections to be made and increasing the frequency and reliability of those
connections

e making international journeys quicker and more straightforward, driving
productivity

e creating better conditions for international trade by making imports and exports
logistically easier and more reliable

e making the UK an attractive place from which to operate global businesses,
which depend on connectivity with the rest of the world

4.49 The majority of our ports and airports are owned and operated in the private
sector, although some are run as commercial operations under local authority
control or, in the case of some maritime ports, under the control of a trust.

4.50 Investment and expansion at these crucial facilities is therefore generally dictated
by commercial considerations and driven by the functioning of a competitive
market which, in the case of Heathrow and Gatwick airports, is regulated by the
Civil Aviation Authority. Significant sums have been invested by the private sector
in our international gateways in recent years, with projects like the £2.5bn
transformation of Gatwick underway, and investments at London’s major ports that
surpass £2bn.

4.51 Because ports and airports often have substantial impacts over a wide geographic
area decisions around their expansion will sometimes, subject to certain
thresholds, constitute nationally significant infrastructure projects under the
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Planning Act 2008. We have set out the framework within which decisions on
future expansion of ports will be taken in the Ports National Policy Statement.

4.52 In addition, we have consulted on the draft Airports National Policy Statement.
This follows the previous Government’s announcement in October 2016 that its
preferred scheme for meeting the need for additional airport capacity in the south-
east of England is a new north-west runway at Heathrow Airport. This scheme was
the unanimous recommendation made by the independent Airports Commission in
July 2015.

4.53 The draft Airports National Policy Statement sets out the need for additional airport
capacity in the south-east of England, why Government believes that need is best
met by a north-west runway at Heathrow Airport, and the specific requirements
that the applicant for a new north-west runway will need to meet to gain
development consent.

4.54 The biggest consequences for Government investment often come in the form of
surface access: ensuring that ports and airports are connected up to the existing
national networks and that those networks have sufficient capacity to handle the
traffic moving through those gateways.

4.55 The existing Road and Rail Investment Strategies contain a number of projects
designed to improve surface access to ports; for example the A63 Castle St
widening project in Hull and the A14 Cambridge to Huntingdon bypass both will
improve road access to important east coast ports. On the railways, the recently
completed Reading area redevelopment created space for an additional six freight
trains a day on the critical freight route between Southampton and the country’s
logistics heart in the Midlands.

4.56 Future investment rounds will need to build on this, and be informed by the
development plans of gateways themselves, and the priorities of the regional
bodies who best understand their regional networks. That process will also be
informed by two substantial pieces of work.

4.57 The Port Connectivity Study will involve a detailed review of port connectivity
issues across England, which are crucial to trade. It will assess the potential need
for new capacity or connectivity taking into account planned investment, with a
view to identifying the priority areas where intervention may be needed, and is
intended to be complete later this year.

4.58 For aviation, the Government’s current policy is set out in the Aviation Policy
Framework (APF) 2013. The APF sets out the sector’s objectives and policies and
its role in driving growth, creating jobs and facilitating trade, while addressing a
range of environmental impacts. The Government is developing a new Aviation
Strategy that will set out the Government’s vision for the wider aviation sector,
including surface access. This will replace the 2013 APF and will be subject to a
separate consultation process.

The National Infrastructure Commission

4.59 The decisions we take about where and when to invest in the future will also be
informed by the findings of the National Infrastructure Commission (NIC), which is
charged with providing impartial, expert advice on the long term needs and
provision of economic infrastructure. Since its establishment in 2015, the NIC has
published a series of reports on specific issues such as the Oxford-Milton Keynes-
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Cambridge growth corridor and Northern transport connectivity. The findings of
these are already helping to shape near term investment decisions.

4.60 Alongside this series of studies into specific infrastructure challenges, the NIC will
produce a National Infrastructure Assessment (NIA) once every Parliament, with
the first full NIA due for completion in 2018. The NIA will set out the Commission’s
assessment of the long-term infrastructure needs across the economic
infrastructure sectors and the recommendations made will help to inform decisions
about the shape of subsequent investment programmes.

Getting to the right decisions through appraisal and evaluation

Understanding and valuing the impacts of transport investment

4.61 Each part of the network is unique and schemes must be judged on their own
merits. We use the Five Case Model for transport business cases*'. This ensures
projects set out a compelling case on their strategic fit, economic value for money,
financial affordability, commercial achievability and management of benefits. This
allows comprehensive and comparable assessment which helps us prioritise our
resources. It ensures a wide range of options are considered and assessed
proportionately at different stages of project development.

4.62 The strategic case aims to demonstrate how schemes are supported by a robust
case for change that fits with wider public policy objectives. By setting out a clear
set of priorities for transport investment, which are fully aligned with the
Government’s wider aims around boosting productivity, unlocking housing and
rebalancing the economy, we can ensure that our future transport investment
schemes clearly demonstrate within the strategic case how they are meeting these
aims, and strengthening our decision making processes.

4.63 In Building our Industrial Strategy, we committed that as we develop and plan
future rounds of infrastructure investment we will take account of the balance of
spending per head between different regions. We will continue to prioritise the
highest value-for-money projects while also taking account of wider strategic aims,
as we seek to address productivity weaknesses across the country, and unlock the
benefits of agglomeration economies.

4.64 We are also committing to develop a new ‘rebalancing’ assessment toolkit, for use
as part of the strategic assessment of future investment programmes. Working
alongside partners in Government, the Department for Transport will develop a
new assessment standard that will require investment programmes to be judged
on how they contribute towards creating a more balanced economy, as part of the
overall assessment of their strategic case.

4.65 In assessing value for money, we consider all relevant impacts using a highly-
developed analytical framework. This includes the Department’s appraisal
guidance framework, the Transport Appraisal Guidance or WebTAG, which is
based on a range of robust evidence and updated to reflect the best available
evidence®?.

4.66 While this framework is considered among the most developed in the world, we
are continuously looking to improve it. In recent years, we have updated the
guidance to better reflect the impacts of transport infrastructure investment under

41 See Public Sector Business Cases: Using the 5 case model
42 https://www.gov.uk/guidance/transport-analysis-guidance-webtag
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the Understanding and Valuing the Impacts of Transport Investment (UVITI)
Analytical Strategy. The latest update focussed on how we understand and
appraise the wider economic impacts (WEI) of transport investment*3. This
followed the 2014 Transport Investment and Economic Performance report — a
DfT commissioned independent review of the evidence on transport and the
economy, which found that transport plays a vital role in driving economic growth,
through three key channels*:

e User benefits: savings in the time and cost of travel,

e Productivity effects: gains to workers and firms from economies of scale and
higher economic density that lead to benefits of specialisation and productivity;

e Investment and employment: areas with better transport links are more likely
to attract private investment that helps develop business clusters and attract
workers.

4.67 The report also highlighted the importance of understanding the extent to which
the effects of transport investment are additional and create net benefits to the
economy, or where they could lead to displacement of economic activity across
areas.

4.68 Our proposed new guidance on economic impacts is a significant step forward for
delivering on the agenda set out in this strategy as it:

e Strengthens the links between the strategic and economic case for a scheme
— helping ensure that the full range of impacts are properly explored and that a
robust evidence base is used to demonstrate that a scheme meets its
economic objectives;

e Provides a stronger basis for capturing structural changes in the economy
which result from step-changes in connectivity and capacity;

e Encourages a better understanding of how transport investment supports
economic growth in the local area e.g. by ensuring that the specific
characteristics of the local area and existing plans and aspirations are taken
into account; and

e Updates previous guidance on reflecting the benefits of housing growth
unlocked by transport schemes in the value for money assessment. We
continue to work with scheme promoters to ensure that the guidance is being
applied to capture those benefits in business cases.

4.69 Alongside this, we are investing to improve our transport modelling analysis so
that it reflects the latest data and evidence on how often people travel and with
which modes. In addition, we are enhancing our understanding of uncertainty and
impacts of technology.

4.70 We will continue to prioritise value for money analysis, alongside the strategic,
financial, commercial and management cases, when deciding how best to invest
public funds. We will shortly publish new value for money guidance to provide a
comprehensive overview of best practise value for money assessment across DfT.

4.71 We are working to review and improve our business case process and its impact
on strategic decision-making and to develop capability across the Department. In
particular, we are working to strengthen the focus on users through our Think

43 DfT: understanding and Valuing the Impacts of Transport Investment
4 Venables et al, 2014: Transport Investment and Economic Performance
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People programme. We are also committed to carrying out proportionate benefits
management and evaluation to ensure that we build our understanding of the
benefits schemes deliver and learn lessons for future investment.

4.72 In developing new evaluation approaches, we are seeking to strengthen
evaluation’s links with appraisal both to ensure it builds on analysis conducted for
the business case and to provide feedback for future analysis*®. We have
established a monitoring and evaluation programme of priority projects and publish
annual updates on progress?*®. This includes an ambitious evaluation of Crossrail,
undertaken jointly with TfL, which seeks to identify its wider economic impacts.
The Department has also joined the funding group for the What Works Centre for
Local Economic Growth and will use this connection to help develop our approach
to evaluating local transport schemes, in collaboration with local partners?’.

Managing Uncertainty: Risk, uncertainty and scenario analysis

4.73 We use a suite of tools to identify, understand and manage risk and uncertainty
and to consider the impacts and risks of investment under alternative scenarios.
Our appraisal analysis requires the use of sensitivity and risk analysis at all stages
of business case development. Key risks and sensitivities are required to be set
out clearly in the strategic, economic, financial and management case.

4.74 The Economic Case provides a number of additional tools to understand and
manage risks. All capital investment projects are required to apply evidence-based
adjustments to account for the risk of cost overruns, particularly at early stages of
development, in line with WebTAG and HMT Green Book guidance. In addition, all
options require sensitivity analysis to test the impact of key assumptions on costs,
benefits, the benefit-cost ratio and on the project’s overall value for money
category.

4.75 The Department uses scenario analysis as an additional tool to test the impact of
the projects under alternative future states of the world. These are based on
evidence and judgements about plausible future scenarios. In the RIS, we set out
four scenarios for the future of road traffic demand under different assumptions.
We will be further developing this approach for RIS2.

4.76 The NIC are producing scenarios to test the future outlook for infrastructure supply
and demand to 2050 to inform the NIA. These will be based on analysis of the four
key drivers of infrastructure supply and demand: the economy and productivity;
environment and climate change; population and demography; and technology —
and selected variants of these under plausible scenarios. We are working closely
with the NIC on the development of these scenarios to ensure our scenario
analysis is built on a consistent evidence base.

45 DfT: Strengthening the links between appraisal and evaluation, 2016
46 DfT Monitoring and Evaluation Programme, 2016
47T What Works Centre for Local Economic Growth: Transport
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5.

5.1

5.2

5.3

How we will deliver: innovation and
action

As we develop our future investment plans, we will embrace the opportunities
presented by new technologies, positioning the UK as a world leader in transport
technology; extend our financial reach by exploring alternative sources of funding,
private finance models, and cost efficiencies; and overcome delivery constraints
through the use of innovative delivery models and concerted action to support the UK
supply chain and skills base. These innovations can not only improve journeys for the
travelling public, but will also support our Industrial Strategy, building on Britain’s
strategic strengths, tackling our underlying weaknesses and creating the conditions
where successful businesses can emerge and grow.

Research, Innovation and Technology

Investment in innovation and technology can help increase choice and quality for
consumers, drive productivity growth, increase efficiency and enable sustainable
growth. This is a core theme of our Industrial Strategy — which will deliver a major
upgrade in the role of science and innovation in our economy for the years ahead.
The Government has a key role to play in driving investment in innovation across the
whole of the UK — through direct investment in new technology and via our innovation
policy frameworks.

Exploiting new technologies

Technologies can enable improvements in how we invest in infrastructure — by
allowing smart and efficient construction, condition monitoring, maintenance and
resilience of our investments. They can help make journeys better for the
travelling public — by allowing us to better manage demand, deliver smoother and
more integrated journeys, minimise disruptions to users, and increase accessibility
for users with mobility issues. By providing up to the minute information, they can
keep the traveller informed about their end-to-end journeys and ‘nudge’ users
towards more sustainable options. They can also deliver more sustainable
transport — innovation will be vital to us meeting our emission reduction and air
quality ambitions. And they can help make transport safe and secure. For example,
new in-vehicle technology and vehicle/infrastructure (C-ITS) communications can
deliver a step change in safety, reducing accident risks, while adoption of the UK’s
world-leading condition-monitoring technology on rail infrastructure and rolling stock
can radically reduce unplanned track possessions for repairs and further enhance
safety and comfort.

We need a transport system that is built for the future and ready to embrace change.
When we are making investment decisions, we need carefully to consider future
change and how we can future proof the network, which means having a clear
understanding of new transport technologies, supporting their evolution where
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appropriate, and scanning the horizon for emerging technologies that may become
disruptors for transport in the future. This is important for the direct investments we
make into the network, and also where we provide an enabling environment for
investment through grants and regulation. Some of the key technologies we are
working to promote and influence via our investments are highlighted below.

'I.ll. AR Technologies that improve user experience
il

Including Smart Ticketing (£80m initial funding for the
North), Wi-Fi and apps

These provide people with greater information and choice. Everyone using our transport
system should be able to use mobile phones, contactless cards or smart cards to
purchase tickets; use efficient easy to use web portals to access these services; and use
barcode systems to collect or present tickets.

Investment in ticketing and technology infrastructure can open up opportunities to
implement these solutions and potentially make interoperable payment across different
transport modes and services, seamless and convenient and encourage better uptake
of public transport modes.

Uptake of Ultra Low Emission Vehicles

We have invested £90m in chargepoint infrastructure since 2013
plus £80m through the NPIF, as part of a £600m package of support in
the five years to 2020/21 and £270m uplift at Autumn Statement.

Increased uptake of Ultra Low Emission Vehicles can help meet our aims to reduce
greenhouse gas emissions, improve air quality and attract inward investment. A
perceived lack of public charge points is frequently cited as a barrier to uptake.

Through financial support, and tax incentives, the government is helping to offset the
upfront cost of charging infrastructure for consumers and businesses where there
is currently limited commercial returns for investment. The Government is also investing
to support cities to implement packages of policy and practical measures to encourage the
take up of ultra low emission vehicles through the Go Ultra Low Cities initiative and is
supporting innovation in new battery design and the hydrogen economy. In January we
announced winners for £20m of funding into a low-emission freight and logistics trial. The
government will set out its long term strategy for promoting the transition to zero emission
road transport by March 2018.

Battery technology

As part of the ‘Faraday Challenge’ we are investing to put the UK at
the forefront of developing battery technology.

We have committed £246m over 4 years from the Industrial Strategy Challenge Fund to
help UK businesses seize the opportunities presented by the transition to a low carbon
economy, to ensure the UK leads the world in the design, development and manufacture
of batteries for the electrification of vehicles

Battery technology is important to a range of new technologies, including the automotive
and light rail sectors. Electric vehicles are less polluting and cheaper to run, and have the
potential to provide electricity storage and demand flexibility that could provide
benefits to consumers and our electricity system.




Connected and autonomous vehicles m

Government has already committed over £200 million to accelerate
the research, development, demonstration, and deployment of these
technologies, to match that funded by industry. The National Productivity

Innovation Fund commits £100m for new UK CAV testing infrastructure

Seen as the future of travel, these technologies can deliver significant benefits to the
travelling public and to the network as a whole, by making journeys safer, increasing
capacity, improving traffic flow and journey reliability, and reducing emissions.

There is also potential for “platooning” of freight vehicles to deliver substantial
improvements for freight users, businesses and ultimately consumers. We are committed
to investing in the future of these solutions, and developing the best regulatory
environment to encourage further investment and take-up of these solutions and the
support for growing our national expertise in Robotic and Autonomous Systems.

Smart systems and digital solutions

We have been trialling and deploying smart motorways, digital
signalling on rail, supporting progress towards smart cities

Smart systems and digital solutions that use data science techniques for the analysis of
a diverse range of big data sets and other digital solutions can help us better understand,
join up and manage our transport systems. Smart traffic management technology can
reduce congestion in urban areas, using the information from millions of smart phones
about people’s location and speed to make journey’s better.

Smart motorways are already being rolled out to increase capacity and safety, and reduce
congestion on key parts of our key strategic road network. With £450m funding from the
National Productivity Investment Fund, digital signalling is being trialled on our rail network
aiming to improve reliability, and expand the capacity of the network.

Advanced materials and condition monitoring

Improving the quality, resilience and sustainability of our
transport infrastructure.

There are significant developments in material technologies that allow transport to be
smarter and more resilient, so that infrastructure has the capacity to condition monitor

and detect any faults before they become critical.

In addition to this, new manufacturing techniques in construction allow for more efficient
development of the built environment with higher levels of precision and speed. These
are critical in our aims to build green and resilient infrastructure.
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5.4

5.5

5.6

5.7

5.8

In addition, investment in wider research is important for government, working closely
with academia and the private sector. Such investment can help us better understand
the evidence and deliver innovative solutions for problems we face today and in the
future. We have previously commissioned analysis on the impacts of Connected and
Autonomous Vehicles and, having announced the Government Office of Science’s
next Foresight Project will be on the Future of Mobility, we look forward to receiving
the results. We will draw on such cutting edge research to develop improvements to
the transport system and understand what impact new technologies, or changes in
business models and demographics, may have on how transport is offered, delivered
and operated in the future.

Such innovation can often serve multiple purposes — encouraging efficiency, driving
up quality and safety, protecting the environment, and improving the experience for
users. They can provide significant benefits to users and to the wider economy. But
we must be alive to the risks too — there can sometimes be significant disruption
associated with innovation that have to be managed; and there are concerns from
consumers about data protection and security given the rise of big data, apps and
autonomous systems. Given the uncertainty, we have commissioned a set of
plausible technology scenarios, to understand potential futures and the implications
for our roads

Looking ahead we will prioritise investments in technology and innovation, to help
make the UK’s transport system the best in the world, and to provide users with the
most advanced transport system possible. We will look to future-proof investments,
with incremental steps where we know technologies are more developed and further
research on the impact of more disruptive technologies and their implications for our
investment, using scenario analysis. We will also seek to strengthen UK supply
chains through strategic procurement, maximising the broader benefit to the UK
economy as well as enhancing the experience of the traveling public.

Positioning the UK as a world leader

Excellence in science, research and innovation is recognised by our international
competitors as an important source of future competitive advantage. The UK is well
placed given our strong science base and levels of research & development.
Investing in innovation and technology will help position the UK as a global leader in
transport technology. We are establishing UK Test Beds to test and demonstrate our
capabilities, and to attract international participation and investment in these
technologies as part of our Industrial Strategy. Through strategic procurement we will
seek to strengthen UK supply chains, including export potential, to maximise the
benefits to the broader economy of these public investments, leaving an enduring
legacy of excellence; one such opportunity being the Digital Railway. Where we do
invest we will have Intellectual Property (IP) strategies in place that ensure the
appropriate allocation of IP between Government and industry.

Our work on Connected and Autonomous Vehicles offers a useful example of the
UK'’s Industrial Strategy at work. Exhibiting the best of our world class science,
research, and innovation ecosystem, these technologies are in the vanguard of
disruptive new business models across sectors — encompassing UK excellence in
automotive innovation (including ultra low emission technologies), software,
communications, infrastructure, and business services such as insurance, law, and
finance, among others. They also embody a strong regional story, fusing the
Midlands Engine with London but increasing pockets of expertise across the country.
In essence, Connected and Autonomous Vehicle technologies suggest one way that
can secure the UK's sustainable, long-term economic growth with high quality jobs
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5.9

and a competitive global trade and investment offer as well as maintaining strong
international influence.

Government has created the Industrial Strategy Challenge Fund to help Britain
capitalise on its strengths in research and innovation. This new funding will back
technologies at all stages where the UK has the potential to take an industrial lead,
from early research to commercialisation. It will support collaborations between
business and researchers to focus on challenges and opportunities that have the
potential to transform existing industries and create entirely new ones — including
future transport infrastructure such as world-class battery technology so the UK can
fully exploit the industrial opportunity of ultra low emission vehicles in a number of
transport mediums.

5.10 There are a number of other areas where our investments are delivering world

beating technologies, and that we can export or use to attract foreign investment —
boosting jobs and growth in the UK. Our green transport technologies can provide
innovative solutions to numerous countries in their aims to boost growth and meet
climate change commitments. Our smart city and traffic management systems can be
sold globally, particularly to countries in the advanced and emerging economies that
are seeing rapid urbanisation and rising congestion, and that need better solutions to
manage their networks in and between key cities. There will be significant demand
for innovative materials that increase the resilience of transport infrastructure and
allow in-time monitoring of asset quality and maintenance needs.

Supporting innovation through DfT grant funding

5.11 One way the Department supports such technology innovation is via grant schemes.

In December 2016 we announced a £2.5 million uplift in funds for these grants. The
Transport Technology Research Innovation Grant (T-TRIG) competition provides
seed funding to early-stage science, engineering or technology innovations with
potential to lead to development of successful new transport products, processes or
services. Examples include:

— development of thermally conductive concrete slabs so that train station platforms
can automatically de-ice themselves, thereby reducing accidents

— a smart country road reporting system, which uses sensors to collect real-time data
to monitor the environment, road temperature and traffic flow

— a solar powered eBike charging solution to offer more sustainable travel choices

5.12 The Innovation Challenge Fund and RIS Innovation Fund also support development

of new technologies, methods or processes that help meet DfT policy goals.

Funding, financing and efficiency

Alternative sources of funding

5.13 The scale of our ambition for transport investment means it is important we look to

alternative sources of funding for the cost of infrastructure. Private funding allows
either the full or partial cost of a project to be met by third party beneficiaries,
reducing the burden on taxpayers and passengers. Funding can take a number of
forms:

— Direct contributions from the private sector: where private sector firms and
organisations stand to financially benefit from transport schemes, scheme
promoters will often look to the private sector to provide direct contribution to the
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capital cost of infrastructure provision. Attracting such funding can enable projects
to go ahead or be built more quickly, or allow them to be delivered to a higher
quality or with better value for money. In some cases, projects may be fully funded
by other parties but there is a role for us to help delivery.

— Use of developer contributions and business rate supplement: Local authorities
can levy charges on development to pay for the infrastructure needs. These
include section 106 agreements between local authorities and developers attached
to a planning permission to help provide infrastructure that is required to make a site
acceptable in planning terms; the Community Infrastructure Levy (CIL) that ensures
developers contribute to the cumulative impact on local areas; the Mayoral CIL,
similar to the CIL but applied at a regional level in London; and Business Rate
Supplement, where local authorities can add a supplement to business rates for
infrastructure (subject to a local business referendum).

— Hypothecation of existing income streams: Local authorities can retain a
proportion of business rates raised in their local area for investment in
infrastructure.

— Other public sector funds: other sources of public sector funding may include the
Local Growth Fund, the DCLG Housing Infrastructure Fund, and funding from Local
Authorities.

5.14 We are committed to exploring opportunities for securing alternative sources of
funding for transport investment where appropriate, in line with the key principle of
“beneficiary pays”. The effectiveness of such mechanisms depend on project
conditions, and they will remain one lever in the wider funding package for transport
investments. An example of where such mechanisms have been applied successfully
is Crossrail, where the Mayoral CIL (MCIL) and other developer contributions
reduced the overall costs to the public sector and the taxpayer. The Mayor is
currently consulting on a second phase of MCIL to replace the existing scheme.

5.15 We expect our delivery partners to obtain third party contributions where possible,
although the exact amount will be subject to negotiation. We will develop a series of
principles to apply for where we promote such alternative sources of funding, most
importantly that they provide better value for money and can allow timely delivery of
projects.

Private finance models

5.16 As set out in section 4, the private sector owns and operates much of the UK’s
crucial transport infrastructure independently without central Government subsidy.
Investment at these facilities is dictated by commercial considerations and by the
functioning of a competitive market underpinned by effective regulation. However, in
those instances where Government issues a licence to operate, such as in ralil
franchising, we ensure that resulting procurements take account of Government
policies relating to promoting skills, employment and encouraging SME patrticipation.

5.17 In addition, private finance models (where the private sector invests debt and equity
to finance the capital cost of the project with the expectation of earning a return on
investment over time from a funding source) for Government supported infrastructure
offer the opportunity for Government to:

— access the discipline, skills and expertise of the private sector to deliver value for
money to taxpayers and users through innovation, cost efficiencies and efficient
risk transfer; and

63



— spread the cost of infrastructure investment over the life of the asset (subject to
achieving the appropriate fiscal treatment).

5.18 We support the use of private finance models, including public private partnership
models (PPPs), where they demonstrate they can provide the best value for money,
and are consistent with other policy objectives, affordable and commercially viable.
These models range in scale right up to the largest form of PPP projects.

5.19 We support the use of PF2, the Government’s preferred form of PPP and will work
with industry and the Infrastructure and Projects Authority (IPA) to identify projects
that meet the PF2 criteria and that contribute to a pipeline of future opportunities.

5.20 We are actively seeking to consider opportunities where private finance can play a
role in delivering better value for money, or help us deliver more quickly and
innovatively. This will build on examples of where we have successfully used private
finance before — for example, selling HS1 track access rights over 30 years to a
consortium of investors largely composed of a Canadian pension fund.

5.21 However, we recognise that these approaches work best when there are a range of
project opportunities, with the opportunity to earn a stable ongoing revenue stream,
and with clear, transparent and consistent processes that increase investor certainty.
We are working across government and with partners to identify opportunities to
support this.

5.22 In addition to these established private finance models, the Government will continue
to promote different ways of unlocking private capital for smaller investments. One
example is the Residual Value mechanism used in rail franchising, which enables
operators to develop long-term investment proposals which would otherwise not be
commercially viable during the life of a standard franchise.

Driving efficiency

5.23 The Government is committed to driving public sector efficiency. The 2015 spending
review mandated departments to generate efficiency savings between 2016 and
2020. Through this process, the Department for Transport has already identified
£2.7bn of efficiency savings.

5.24 We are also working closely with the IPA, and other delivery partners (Crossrail,
Highways England, HS2 Ltd, Network Rail, Transport for London), to equip ourselves
to drive greater efficiency in the way we design, deliver and maintain transport
infrastructure in the future.

5.25 Whilst we have a number of best practice processes to reduce the risk of
inefficiencies, the scale and complexity of transport investment can create scope for
costs to rise at all stages of the project cycle and for a number of different reasons.
For example, costs can rise due to problems in project development or
scoping/definition, due to poor procurement processes, or due to higher than
expected maintenance costs after project delivery.

5.26 With Crossrail, Highways England, HS2 Ltd, Network Rail, Transport for London we
are developing an Infrastructure Efficiency Strategy. It will focus on practical steps to
help drive efficiencies and provide greater transparency on the whole life costs of
investments by enabling the sharing of information about capital projects across the
DfT family. This will be developed based on three key principles. First, the greatest
opportunities for efficiency lie in collaboration and integration. Second, robust
evidence is needed to understand performance and assess where we can incentivise
innovation or address the key factors driving costs. Third, by looking across the DfT
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family to highlight best practise, we can scale up ‘what works’ to support continuous
improvement.

5.27 The Infrastructure Efficiency Strategy will identify practical ways in which we can
deliver better value for money and better outcomes for passengers and users,
drawing on existing best practice from across the DfT family as well as lessons
learned from existing analysis such as the Infrastructure Cost Review (2010) and the
Transport Infrastructure Skills Strategy (2016).

5.28 We will work closely with the IPA, who are reviewing how the Government, working
with industry, can improve the quality, cost and performance of our infrastructure.

Meeting the Delivery Challenge

Innovative delivery models

5.29 Different delivery models can create innovative approaches to transport investment,
allowing projects to be built more quickly and efficiently or to a higher quality. A range
of models also allows for greater contestability, comparability and benchmarking of
performance across delivery models, ultimately allowing lessons to be learned on the
most effective, efficient and highest value for money models. That performance
should include how the procurement has been carried out, with a view to maximising
the value to the broader economy, support the creation of resilient supply chains,
creating jobs and other local and legacy benefits proportionate to the size of the
contract.

5.30 As we set out in Chapter 4, much of our focus has been on devolving delivery
decisions and responsibility to local and regional or national transport bodies that
have the right expertise to understand delivery needs in their areas. The department
has also considered scope for increasing contestability and competition in decision-
making, design and delivery, as well as the use of private finance models to support
delivery.

5.31 We have introduced competition in specific areas of the network — for example
franchising in the rail network — in order to increase competition, innovation and
efficiency in delivering rail services for passengers. We are also looking to introduce
greater contestability in rail delivery models to assess the scope for better delivery.
For example, we intend to transform East West Rail into a new independent
organisation to bring new ideas and skills to the way we deliver the reopening of the
link from Oxford to Cambridge — a project that will support a range of opportunities
including housing, business, science and innovation. East West Rail will aim to
accelerate reopening of the route, and explore the opportunity to secure private
sector involvement.

5.32 We will seize opportunities to test new and innovative delivery models where we can
introduce fresh ideas, skills and innovation in delivery, and where they will allow
greater comparability and benchmarking of performance, improving value for money.

Supporting skills and the supply chain

5.33 We set out in Chapter 2 how we recognise the challenges to the transport
infrastructure supply chain associated with the significant increase in transport
investment planned over the coming years. We are committed to tackling these
challenges. We have committed to providing more certainty on investment through
setting out five year plans for road and rail investment and through the National
Infrastructure Delivery Plan. These commitments will provide certainty for the supply
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chain to invest in longer-term skills strategies, but we will also continue to procure in
a more strategic way to support UK supply chains, particularly but not exclusively
SMEs, with a view to maximising the benefits from public spending.

5.34 The Industrial Strategy highlights the government’s commitment to improving skills
and improving procurement. A core element of the strategy is the focus on improving
technical education, training and qualifications, particularly in key sectors such as
infrastructure, and in Science, Technology, Engineering and Maths (STEM) subjects.
On procurement, rolling out a balanced scorecard approach across major
construction projects, including transport. We shall seek routes via which we can
extend this principle to instances where procurement arises as a result of the
Government issuing a licence to operate, such as in rail franchising, where we shall
require the procuring bodies to follow an approach that delivers for the public good as
well as commercial best practice.

5.35 Last year, we published our Transport Infrastructure Skills Strategy, highlighting the
steps we are taking to support the supply chain and the development of skills in the
transport infrastructure sector. We are working with the sector and supply chain
partners to deliver our ambition for 30,000 apprenticeships in road and rail over the
five years to 2020. And we have established the Strategic Transport Apprenticeship
Taskforce to develop and implement the strategy and identify the sector’s long-run
skill and apprenticeship needs.

5.36 The Transport Infrastructure Skills Strategy also aims to encourage greater diversity
in the workforce, including attracting more women into engineering. Linked to the
Industrial Strategy, we are working to highlight opportunities for collaboration
between transport employers, further education institutions and University Technical
Colleges, and encouraging more investment in technical training programmes related
to engineering, technology, design and other transport sector skills. We will
encourage investment in research and innovation to encourage the development of
skills that keep the UK sector seen as one of the best in the world. The taskforce will
report annually on progress against these ambitions, with the first annual report
expected later this month.

5.37 DfT will lead a “Year of Engineering’ in 2018 which will raise the profile of the sector
and persuade more young people to consider an engineering career.

5.38 We will work closely with the supply chain and other partners, including the
Infrastructure and Projects Authority, to address these delivery challenges and to
better understand supply chain risks on market capacity, skills gaps and on drivers of
construction cost inflation. We are reviewing our role as a client to see how we can
better engage with the supply chain, make it easier for suppliers to work with us,
reduce construction cost risks, improve decision making and coordinated planning,
and create more certainty for the supply chain.

5.39 As set out in the Procurement chapter of Building our Industrial Strategy, the
Government is building on good practice adopted in major infrastructure programmes
such as Crossrail by encouraging those buying goods and services to take account
of social and economic factors when designing their procurements. We are extending
the ‘balanced scorecard’ approach recently developed by the Cabinet Office across
all major construction, infrastructure and capital investment projects over £10 million,
including the transport infrastructure projects and programmes in the National
Infrastructure and Construction Pipeline. This should help UK-based suppliers
compete effectively for government contracts throughout the supply chain, encourage
innovative solutions, and maximise the positive impact of public procurement on
strengthening the economy.
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