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Rail in the City Regions 
                    

Executive Summary 
 

 
City Regions 

 
1. JMP Consulting, supported by independent consultant Reg Harman and the Institute for 

Transport Studies at Leeds University has been commissioned by the Passenger 
Transport Executive Group to prepare a report on the UK’s City Regions and the role that 
rail plays in supporting them. 

 
2. Our major regional cities are home to over 13 million people and they play a crucial role 

in the economy of the UK. There is evidence from other countries around the world that 
demonstrate how strong regional cities support their capital city and add more power to 
the national economy. 

 
3. Our City Regions depend upon their public transport systems, which in our largest 

conurbations are planned, although not operated by, a Passenger Transport Authority 
(PTA) and Executive (PTE).  With 137 million rail trips per year in the PTE areas, almost 
twice the number carried by inter-city operators, rail is an important part of that public 
transport mix.   

 
4. In fact the story of rail in the PTE areas has been one of major successes. Investment 

over the last twenty years has brought with it significant growth in passenger numbers – 
with the use of some networks doubling.   

 
5. This report shows that these rail networks are hugely important to our City Regions. In 

these conurbations rail is often a major mode; indeed for some types of travel it will be 
the dominant mode. As such, rail’s success or failure, growth or decline, has great 
ramifications. 

 
6. We demonstrate the pivotal role that rail plays in terms of its contribution towards 

achieving key government Public Service Agreement (PSA) objectives on:  
• the economy; 
• social inclusion; 
• environment, safety and health; 
• integration  

 
The Economy 

 
7. Rail is already vital to the successful functioning of our major city economies. Over 30% 

of the trips in the morning peak into central Glasgow are by rail and underground. In 
Birmingham the figure is 17%. Without their rail networks these cities would be unable to 
function.  

 
8. Rail contributes to the performance of the regional economies by providing the high 

quality, high capacity means of access which enables the necessary agglomeration of 
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skills and knowledge in core city centre services of administration, commerce, industry 
and tertiary education 

 
9. As the City Regions increasingly focus on knowledge based employment the trend is 

expected to be towards more long distance commuting. This has been seen in Leeds 
where investment in the lines stretching out of the conurbation to Ilkley and Skipton has 
been rewarded with growth as high as 19% per year. Peak period modal shares to Leeds 
city centre from stations north of Shipley on the Skipton line are as high as 75%. Looking 
to the future, economic predictions for Leeds show that the labour force residing within 
the city will only be able to fill 20% of the extra jobs that the economy will generate over 
the next ten years. If the Leeds economy is to fulfill its economic ambitions rail will be 
essential in providing the access to this wider market of employees. Similar situations are 
being evidenced in all of the City Regions. 

 
10. PTEs have been very successful in facilitating and encouraging this. In the West 

Midlands a long-term investment strategy for the Cross City Line through Birmingham 
has resulted in a high frequency ‘turn-up-and-go’ commuter service that is the busiest 
route in the region. Initiatives such as this by the PTE and its partners have resulted in a 
25% increase in patronage on local services in the conurbation since 1997. 

 
11. Traditional economic appraisal which looks at the question of value in terms primarily of 

user benefits (as a proxy for accessibility) almost certainly understates the full 
contribution that rail makes to our regional economies. However, even this partial 
analysis indicates that for one of the smaller PTE rail networks, South Yorkshire, rail 
services are delivering around £1.75 of benefit for every pound of subsidy. 

 
Social Inclusion – Access to Opportunity 

 
12. Railways in the City Regions play an important role in providing: 

• access to jobs and education;  
• lower cost and a widened area of search for employment; 
• access to opportunities for a wide section of the community; 
• increased provision for disabled passengers 

 
13. The PTEs have actively pursued measures that address the problems of social exclusion. 

In Merseyside, surveys at a number of new stations have shown how effective they can 
be in widening access to work and education opportunities. At Lea Green station in 
Merseyside a survey of people using the station showed that over 20% of them had been 
able to take up a job offer as a consequence of the station being built. At Wavertree 
Technology Park station, 74% of passengers were using the station to get to work or to a 
place of education and over 10% of these were new job opportunities that they were able 
to access as a result of the station. Most successful of all, was Brunswick station which 
resulted directly in 120 people being able to take up new job opportunities. 

 
14. In the East Midlands, the Robin Hood railway line has been very successful in widening 

the journey-to-work horizons in the former coalfields of Nottinghamshire. Over 3,500 
passengers a day use the service and forty percent of all work trips on the service had 
not been made prior to the line being opened.  

 
15. Railways in the regional cities are not solely the domain of the middle classes. They are 

used by a much broader spectrum of society than is the case in the south east. The 
Robin Hood Line has an equal balance in its weekday passenger profile between people 
from manual and professional backgrounds. At weekends, ABC1 households account for 
only 38% of users. 

 



Belfast   Brighton   Glasgow   Leeds   Lichfield   Liverpool   London   Manchester   Newcastle upon Tyne 

iii 

16. Most of these social inclusion activities have a very strong ‘fit’ with the policy objectives of 
local, regional and central government and are absolutely fundamental to the 
achievement of equitable access to opportunity. 

 
17. However, in crude financial terms they could be seen as poor value for money, bringing 

in some cases, relatively little additional revenue to the rail network and providing further 
ammunition to those who consider urban rail in the conurbations to be a poor use of 
public funding. 

 
Sustainability  

 
18. The chief contribution that urban rail can make to the sustainability of our major cities is 

through facilitating forms of development that are not car dependent and by reducing car 
congestion. 

 
19. Analysis of the interaction between rail demand and road congestion in West Yorkshire 

indicates that every 1% reduction in local rail service use adds between £1.7 million and 
£2 million cost per year in terms of road congestion. Declining performance of urban and 
regional rail service levels would clearly increase the risk of this happening.  

 
20. The environmental benefits of rail are important in supporting the sustainability agenda. 

Nationally, rail contributes less than 1% of the UK emissions of carbon monoxide, oxides 
of nitrogen, volatile organic compounds and fine particles. Rail is also a considerably 
safer mode than car to travel by. The Health and Safety Executive estimate that it is six 
times safer for every passenger kilometre traveled.  

 
21. However a key challenge is to address the cost implications of railway procedures whose 

costs significantly outweigh their potential safety benefits. There is a clear inequity 
between the safety standards applied to the railways and those to road. A level playing 
field in standards, and the application of these standards, is required.  

 
22. Tackling personal safety concerns on the railways has been shown to pay dividends. A 

comprehensive safety and design scheme developed by Centro and the rail industry with 
the local community at Lea Hall, a previously run down station in Birmingham, resulted in 
a 26% increase in rail use. Other examples from around the country show what can be 
achieved with targeted investment. 

 
Integration 

 
23. We show how a coherent rail development policy for our urban areas can demonstrate a 

high level of consistency with, and support for, a wide range of central government PSA 
objectives. A key issue is the extent to which consistency can be achieved between the 
strategy for rail investment and the urban and regional spatial planning frameworks. 
There are concerns that the SRA’s Regional Planning Assessment framework proposals, 
whilst well intentioned, could fail to take due account of existing statutory land use 
procedures.  

 
24. We have looked at experience elsewhere in Europe and closer to home in Scotland, 

Wales and in Merseyside. These case studies show that where planning powers, and 
crucially, funding, have been devolved to a more local level, they have been successful in 
developing rail services that are more attuned to the achievement of the objectives of 
local and national government. 
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Lessons from Europe 
 

25. We have reviewed five European cities’ rail systems. These cities differ widely, by 
geography and development patterns, regulatory system, public authority structures and 
cultures. But there are several aspects which are common to them all and which combine 
to ensure that suburban and regional rail services play a strong role in the economic and 
social fabric of the cities: 

 
• railway services are operated and marketed as an integral part of the public 

transport system for the city and its catchment region; usually this coordination is 
managed by a conurbation public transport body; 

 
• rail services provide for the longer distances, enabling the city to play a valuable 

role for everyone in its catchment region; but, through integration into the public 
transport network, they also offer a high capacity trunk element for short travel 
sections within the city; 

 
• the development of railway services is guided strongly by the city/regional 

transport strategy, itself complementing a city spatial development strategy which 
focuses residential development around the main suburban lines and 
encourages building new stations or increasing capacity to match new land use 
development sites; 

 
• investment in new and improved infrastructure, and in new trains follows the 

agreed strategies; most of the infrastructure investment will be funded by national 
government and regional authority, often on a shared basis; 

 
• the regional authority has a strong measure of responsibility for developing 

regional rail services under some form of contract with national government; this 
forms the basis for the national investment funding indicated. 

 
Value for Money 
 

26. However, in the UK we have seen that the costs of providing current levels of urban rail 
services have been enormously inflated by the industry structure. The immediate 
consequence of the introduction of new accounting procedures at the time of privatisation 
was a five fold increase in the level of subsidy required to operate the South Yorkshire 
network for example. In Strathclyde, revenue support increased three fold. 

  
27. Although the costs of operating the new franchises subsequently fell, a £2 billion increase 

in the cost of maintaining and renewing the network infrastructure between 2000 and 
2003 has resulted in all of the regional franchises seeking additional funding from the 
SRA. Overall the cost of supporting the railways has increased by 150% over this period. 

 
28. In this environment, the railways in the PTE areas, where income can never cover these 

costs due to a combination of low fares and relatively short journeys, have been the 
subject of close scrutiny, with doubt expressed about their value for money. 

 
29. This report shows that when we look at the full range of benefits it is apparent that urban 

rail is providing value for money, even in the restricted sense of a cost benefit appraisal 
that does not capture many of the key policy objectives. 
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30. The case studies in this report have demonstrated that:  
 

• the subsidy per head figures are potentially misleading;  
 
• cost allocation decisions taken at the time of privatisation have severely affected 

the perceived value for money of supporting and developing PTE networks; 
 
• the opaqueness of the cost and revenue allocations perpetuate the view that rail 

services in the City Regions provide poor value for money; 
 
• even accepting the post-privatisation cost allocations, the benefits per pound of 

subsidy are in fact as high as in the south east and higher than inter-city;  
 
• in many areas the potential for passenger growth per pound of investment will be 

higher in the City Regions than in the south east; 
 
• but the costs of delivering these benefits have risen substantially – some of the 

reasons for this are as a result of the structure put in place for the railways at 
privatisaton. 

 
Recommendations  

 
31. In outlining the considerable range of benefits that rail can bring we have also identified 

some major issues and concerns. There are clearly problems that arise as a result of the 
current structure of the rail industry, primarily a legacy of the structure set up at 
privatisation of the railways. 

 
32. Two themes emerge from our review: 

 
• the need for simplification and greater transparency of the current structures 

and financial flows within the industry; 
 
• the potential benefits of devolving responsibility and powers to a more local 

level.  
 

General Recommendation 1: Simplification and Greater Transparency 
 

33. The structures set up under privatisation and which have evolved over recent years have 
resulted in a number of leading agencies – DfT, SRA, ORR, Network Rail – with no one 
party responsible for the network of services and infrastructure which the passenger sees 
as an integrated entity.  Fragmentation of the industry has led to a lack of clear policy 
direction, overall strategy and specification. 

 
34. Responsibilities for actions are held by a diverse number of players who sometimes 

appear to be pursuing different agendas. This manifests itself at the planning level in a 
lack of decision making or in apparently contradictory decisions being taken. At an 
operational level the contractual nature of the relationships between different parties has 
led to considerable pressure on costs.   

 
35. We have identified a range of issues relating to the attribution of costs and subsidy. The 

lack of transparency is a major barrier to taking rational decisions on investment and 
funding priorities. Greater transparency is an absolute pre-requisite for a new approach.  
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36. Simplification, in order to provide clear organisational and hence industry leadership is in 
our view an essential element of any change. It needs to result in: 

 
• effective overall control of strategy and cost; 
• simplified and transparent arrangements for service delivery; 
• clearer links between national, regional and local objectives; 
• elimination of unnecessary interfaces; and 
• clearer accountability. 

 
37. A highly simplified structure might see a single ‘delivery agency’ taking responsibility for 

delivery of the planning, service delivery and infrastructure management. In practice it 
may be undesirable, impractical or unnecessary, for this degree of restructuring to occur. 
It is possible that many of the principles of simplification and greater transparency can be 
achieved by making changes to the roles of the individual existing organisations. The 
recently announced review of the rail industry needs to address the means by which any 
reorganisation is achieved. 

 
38. A critical measure of success of a new structure will be the degree to which the SRA and 

Network Rail can be brought closer together to ensure that the management and policy 
development of the railway operations and the infrastructure act in a unified and 
consistent manner.  

 
39. Whatever roles are subsequently ascribed to the different organisations a key 

recommendation is for greater clarity between the planning and funding of: 
 

• the strategic national rail network; and 
• the networks that serve our City Regions.  
 

40. The former must be carried out at a national level; the latter should be carried out a more 
local level (PTE or Regional). While at first sight this may appear to add complexity, 
rather than simplify, it is more a case of ensuring that the PTEs have the appropriate 
powers to deliver their remit for integrated transport. 

 
41. Franchising of rail services has encouraged innovation in service delivery and should be 

retained. However, the franchises require simplification into a smaller number and need 
to be reviewed in the City Regions to reflect the travel to work boundaries. It may be 
appropriate for some PTEs to become franchising authorities in a similar manner to 
Merseytravel. 

 
42. The retention of a, (modified), franchising process implies that the principle of separation 

of infrastructure and operation of services should be retained, although there may be 
specific areas such as Merseyside where a strong case for establishing a pilot area can 
be made. 

 
43. This implies that for the purposes of network operation and management, Network Rail 

should be retained in broadly its current format. However, there needs to be a much 
closer relationship between the SRA, as planning agency, and Network Rail as 
infrastructure managers. 
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44. Key requirements are: 
 

• a reduction in the risk averse approach that results in enhancement projects 
being dropped for fear of the impact on network performance; 

 
• better integration of the roles in planning and delivering, renewals, maintenance 

and enhancements to achieve cost reductions; 
 
• a streamlining of the management of safety to eliminate what the ORR identify as 

the factors which add to the costs of maintenance and enhancement of the 
network. 

 
45. Turning to the funding of infrastructure it is clear that the concept of access charges 

looks increasingly irrelevant. 
  

46. The current approach is a major source of distortion and distraction in assessing the true 
cost and value of urban rail services. Abolition of the fixed element of the track access 
charges and the ‘money-go-round’ is recommended. The money-go-round should be 
replaced with block payments (grants) to Network Rail who would be charged with 
delivering a railway fit for purpose. 
 

47. ‘Fit for purpose’ should be defined by standards set for each type of railway – local, urban 
and inter-regional/ inter-city. These standards should set a defined base level of provision 
from which enhancements could be agreed, procured and financed. 
 

48. Enhancements should be procured and financed locally (for local and urban networks) 
and nationally for inter urban. The funding for these enhancements should be based on 
achieving LTP and wider policy objectives. 
 

49. The marginal element of the track access charges should, however, be retained to reflect 
the marginal costs that franchised train operators, freight train operators and open access 
operators impose on the network. 
  
General Recommendation 2: Devolving Responsibility  

 
50. As indicated above, the approach would benefit considerably from devolving powers and 

responsibilities to the appropriate regional or PTE body. 
.  

51. Our second set of general recommendations is therefore based on a regionalised 
framework for planning and investment powers, with the SRA or ‘planning agency’ 
retaining these functions for the strategic network. 

 
52. The framework could include: 

 
• rail and bus services franchised under a  Regional Transport Authority, (RTA) or 

PTE planning and investment framework, enabling the provision of a single 
integrated network of bus, rail and light rail services for the City Regions; 

 
• the management, maintenance and development of stations and car parks by 

PTEs or RTA; 
 
• the definition of appropriate areas of influence – for example some PTEs could 

exercise powers under the 1968 Transport Act  to extend their areas by up to 25 
miles to develop sensible networks; 

 
• longer term commitments for PTE funding through the LTP.  
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53. Such an approach would provide the PTEs or Regional Transport Authorities with greater 

influence over the infrastructure, enabling them to work closely with Network Rail/ 
‘delivery agency’ to deliver efficiency improvements. This would enable the PTE/RTA to 
reinvest efficiency savings in rail for the benefit of public transport locally and provide 
greater PTE control over quality.  

 
54. The potential scope ranges from the ‘Merseyrail approach’ whereby the PTE becomes 

the franchise authority through to the establishing regional authorities set up as trusts or 
public sector franchises. 

 
55. The absolute pre-requisite of such an approach is that funding is devolved to match the 

powers and responsibilities required to properly develop the local network. An initial step 
would be to allow local transport authorities greater freedom to spend LTP funds on local 
rail schemes which exceed £5m.  

 
56. There is significant overcrowding at peak times on many PTE rail networks. There are 

also concerns about low quality rolling stock on a significant proportion of non-electric 
routes.  

 
57. Although additional and replacement rolling stock can often be justified through cost 

benefit analysis it is still proving extremely difficult to secure that additional capacity 
because the revenue generated by additional rolling stock does not cover its capital and 
running costs.  In part, this reflects the characteristics of worldwide public transport 
investment.  However, it also results from the ROSCO charging structures.  The cost of 
leasing rolling stock from the ROSCOs is high and there is lack of competition.  

 
58. There are a number of ways in which this could be addressed. 
 
59. There should be a more determinist national strategy for rolling stock – with a medium 

and long-term plan for rolling stock, including new train fleets and associated cascades.  
Better value for money could also be secured through selective intervention by the 
planning agency in rolling stock purchase -including the option of purchasing trains direct.   

 
60. If PTEs have more of a stake in their local rail services then there is the potential for 

PTEs to be more proactive in securing the additional rolling stock needed.  PTEs retain 
the power to lease and purchase trains direct.  If LTP funding was made available for rail 
spending then this could be used to purchase additional rolling stock.    
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