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11. Improving environmental performance

resulting from the development of ultra-low or zero carbon energy sources
for motor vehicles or for self-powered trains.
11.19 The most promising technology appears to be the hydrogen fuel cell,
but the principal obstacles are cost, storage and the elimination of the
high carbon footprint of producing hydrogen, for example through biogeneration. It may be many years before this problem is solved, even in
the laboratory, and even longer before a solution is made commercially
viable. The Government has assumed that such a technology will not
become available within the lifetime of this strategy, but it is a potential
development that needs to be factored into rail planning, particularly in
relation to electrification. It would fundamentally change attitudes to
transport in general and to car travel in particular.

Framing an environmental strategy
11.20 The environmental strategy for the railway focuses on three core themes:
•

Developing a better understanding of the environmental footprint of
the railway;

•

Improving the environmental performance of the existing railway; and

•

Ensuring that future investments in railway infrastructure and rolling
stock take full account of all environmental impacts.

11.21 Over the last two years, the rail industry has begun to make progress
in quantifying some aspects of its environmental performance. It has
established a Sustainable Development Steering Group, bringing together
rail industry leaders and supported by a cross-industry working group.
It published its first sustainability review in June 200712 supported by
research comparing the performance of rail against a range of other
modes. This will be followed next year by a sustainability strategy,
which will be supplemented by targets for reducing CO2 emissions
per passenger- and tonne-kilometre.
11.22 Delivering these CO2 reduction targets will require a combination of:
•

Cultural change. This means encouraging those working on the
railway to identify opportunities for reducing energy consumption,
including driver training and timetable planning to reduce signal stops.

•

Pursuing well-established energy-saving measures. These include
fitting low-energy lighting, introducing regenerative braking and
turning off the power for electric trains at night. One obstacle to
implementing these measures is the fact that the price train operators
pay for electricity is not directly linked to their consumption. The
industry has taken the first step to remedy this by linking the unit
price paid by train operators to Network Rail to the price Network Rail
actually pays to generators. The critical next step will be to fit on-train
meters to provide train operators with a real incentive to reduce
electricity consumption.

12 The Case for Rail 2007, June 2007, Rail Safety and Standards Board.
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Exploiting innovative technologies. The industry is trialling the use
of biofuels in existing diesel trains. Hybrid diesel-battery trains could
deliver significant carbon benefits, and trials of this technology
recently commenced in the UK. In the longer term, the development
of a low carbon hydrogen supply would enable self-powered fuel-cell
trains to operate with very low net carbon emissions.

11.23 The options for cutting carbon emissions and energy bills are a key
strand of the Rail Technical Strategy accompanying this White Paper.
11.24 In April this year, the ORR published its conclusions outlining how it intends
to discharge its statutory sustainable development duties in future.13
These included a commitment to work with the industry to develop a
set of sustainability key performance indicators based on data that is
produced and owned by the industry. This work is now being taken
forward in close liaison with the Sustainable Development Steering
Group. The final set of KPIs, which the ORR intends to publish by the
end of 2007, will help the industry to monitor rail’s overall sustainability
performance and drive improvement where required.
11.25 People use the railway as one stage of a door-to-door journey.
Encouraging the use of the train through improved access to stations
can provide local environmental and congestion benefits, as well as
facilitating rail use. A fuller consideration of these issues, including proposals
for station travel plans that will support these measures, is set out in
chapter 10.
11.26 At present, 39 per cent of the UK rail network is electrified.14 Passenger
services on other lines are operated by diesel-powered trains, as are
freight services. Electric trains are more energy-efficient than diesel ones.
Assessments as to the scale of this advantage vary and are highly
dependent on a range of assumptions, but it may be in the order of 18
per cent. High-speed electric trains also have a higher carrying capacity
than the equivalent diesel trains, which is an important consideration,
given the overall priority attached in this White Paper to the capacity
challenge, both for passengers and the environment. The only significant
drawback to electric trains is their vulnerability to disruption of power
supplies, but this is not sufficient to offset their environmental advantages.
11.27 Against this background, some argue for prioritising network-wide
electrification today. There are three main reasons for not pursuing
this course:
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•

Electrification is expensive. If it were pursued in 2009–14, it would be
at the cost of more urgently-needed investment in increased carrying
capacity, which will deliver a greater level of benefit;

•

The future performance of electric and self-powered trains is
unpredictable today. Developments in hybrid technology, biofuels
and hydrogen fuel cells will improve the carbon performance of selfpowered trains, whereas changes in power generation will improve

13 ORR’s Sustainable Development and Environmental Duties – Conclusions.
14 Slide CAP68, Summary of Key Research and Analysis, July 2007.
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that of electric trains. But there remain considerable uncertainties
about the relative pace at which these technologies will develop; and
•

Electrification would be more cost-effective if it were implemented
following the migration to radio-based cab signalling. One of the
most serious practical problems with electrification is to prevent it
interfering with the existing wire-based signalling system.

11.28 The Government is clear that the industry needs to take a pragmatic and
progressive approach to electrification, determined on a case-by-case
basis, driven by business and operational need. In the short term, the
key question is whether the benefits of such investment over 10–15
years are greater than its costs, so that it pays for itself regardless of
what the optimum longer-term carbon choices turn out to be. But the
case for more strategic, or network-wide, electrification will also be kept
under review in preparation for future investment programmes as future
energy and generation technologies develop, so that rail can position
itself to take advantage of the best long-term carbon choices.
11.29 The Government believes that carbon trading will be a key element in
the broader strategy to reduce carbon emissions. The long-term goal
is to bring more sectors into carbon-trading schemes. This may include
all transport modes, including rail, following proper consideration of the
implications for both transport and the wider economy. The European
Commission has presented a proposal for the inclusion of aviation in the
EU Emissions Trading Scheme, and the UK Government has asked the
Commission to consider the inclusion of surface transport. In advance of
that, the Government is currently consulting on the scope and operation
of its domestic Carbon Reduction Commitment Scheme.15 This consultation
proposes that the rail industry’s non-traction power (the energy used at
stations, depots and offices) will be included in the scheme.
11.30 The Government recognises the rail industry’s concern that this could
have the perverse consequence of creating modal shift to road by
driving up rail industry costs. However, the regulatory impact assessment
undertaken by Defra demonstrated that this risk is small, and is
outweighed by the broader need to make progress on carbon trading.
The consultation seeks views on whether traction energy (the electricity
and diesel used to operate trains) should be included or whether an
alternative approach would be more effective in reducing rail carbon
emissions and improving efficiency.
11.31 Air quality will be enhanced by the delivery of new diesel trains meeting
progressively tougher EU emissions standards.16 In addition, as the
existing train fleet is refurbished, cleaner and more efficient engines will
be fitted that comply with relevant EU emission standards. The introduction
of cleaner low-sulphur fuels, required by EU fuel directives,17 will deliver
15 Consultation on implementation proposals for the Carbon Reduction Commitment Scheme, June
2007, Defra.
16 Rolling stock emissions are governed by the Non Road Mobile Machinery Directive 97/68/EC as
amended.
17 The European Commission has proposed requiring rail vehicles to move to sulphur free fuel by
the end of 2009.
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some direct emissions benefits and enable the use of exhaust cleaning
technologies such as catalytic converters and particulate traps that can
significantly reduce emissions of toxic air pollutants.
11.32 The Intercity Express train is being specified to address many of these
environmental issues. It will be lighter than existing designs and it can
be upgraded to alternative power supplies in future as required. It will
also be quieter, cleaner and more fuel-efficient, as well as able to be
easily expanded or reduced in size as demand requires, reducing the
carbon impact.
11.34 The Government welcomes the rail industry’s recommendations to
reduce noise nuisance from train horns18 and will monitor their effectiveness.
The Government will also support research into alternative, less intrusive
train horns, while recognising that horns must provide an effective
warning of approaching trains to people on or near the railway. If this
research proves successful, the Government will require such horns to
be fitted to all trains when they are refurbished.
11.35 Noise-mapping (Figure 11.2) and the action plans that follow from it, will
require the railway to have a greater focus on other aspects of noise. The
Government will work closely with the rail industry to consider how the
industry can best respond to concerns about noise and support the
development of noise action plans.
11.36 Modern rolling stock has a number of environmental benefits, including
being fitted with retention toilets. Where practical, the Government will
require toilets on older rolling stock to be replaced with modern retention
versions at the time of refurbishment.
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a18 Details of the train horn recommendations are on the RSSB website, www.rssb.co.uk

Source: Birmingham City Council

All transport noise sources

Figure 11.2: Indicative noise maps for Birmingham
Rail noise only
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Government and industry responsibilities
11.37 An effective strategic response to these environmental challenges
requires both Government and industry action.
11.38 The single most important role for Government is to facilitate increases in
the carrying capacity of the railway. The rail industry cannot fulfil its potential
contribution to carbon targets unless it has the capacity to accommodate
those passengers who wish to use it. But the more passengers each
train carries, the greater its environmental efficiency. So, for the busiest
services, the Government has to strike the right balance between energy
efficiency and the need to tackle overcrowding and to create headroom
to accommodate future demand growth.
11.39 The Government will also set strategic direction. The Government intends
to specify an environmental output for the next HLOS period (2014–19), by
when there will be robust information on the rail industry’s environmental
impacts and on the cost of reducing them. It will include environmental
objectives in all future franchise specifications. These will be reviewed
and updated as each franchise specification is developed to ensure that
they remain relevant and challenging, and take account of industry best
practice. It is also for the Government to take the substantive strategic
decisions, such as whether or not to commit to network-wide electrification.
11.40 The Government will also support and encourage research to
demonstrate the potential of new technologies, such as fuel-cell trains
and battery-diesel hybrid vehicles, which could offer significant climatechange and other environmental benefits in the longer term.
11.41 But delivery depends on the rail industry. Other sectors are ahead of
the rail industry in framing sustainable development strategies. Rail has
some ground to make up here. The key first step has been taken with the
establishment of the Sustainable Development Steering Group to review
the future challenges, better understand the environmental performance
of the railway and develop strategies for improvement.
11.42 It must act on the findings of its own research. Recent industry research
has identified a range of energy-saving measures that deliver a relatively
quick commercial payback through lower energy bills.19 The Government
expects the industry to implement these measures. In 2006, the total
energy bill for the railway was around £300 million, a figure that has
progressively increased as a result of rising energy prices. In many
cases investing to reduce carbon emissions and energy consumption
can pay for itself by cutting rail operating costs and should not require
taxpayer subsidies.
11.43 The industry will want to seize the positive opportunity for the railway
that greater public environmental awareness will create. This has already
started to occur with Eurostar and Virgin Trains now marketing the
environmental advantages of their services. Similarly, National Express
intends to launch its Carbon Club initiative in 2007, enabling passengers
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19 Further information can be found in the RSSB research project T618, available on the RSSB web
site, www.rssb.co.uk.
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to see how much carbon they can save by travelling by train (or coach)
instead of by car. Passengers will also be able to exchange the carbon
saved for upgrades and free tickets on the train.
11.44 Environmental performance will be a determinant of future public
perception for all businesses, and for the transport sector in particular.
It will help determine commercial success or failure. The Government
will play its part, but it is vital that the rail industry is seen to take a lead.
There are strong commercial reasons for it to do so, reinforced by its
corporate social responsibility as suppliers to the public. The rail industry
needs to have a collective environmental vision and support this with
effective action.
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12. Costs and funding
Summary
There has been significant and sustained investment in rail by the
Government in order to address the legacy of under-investment in rail
infrastructure. In 2006/07 Government and private sector investment
on improving the rail network was in excess of £4 billion.
Over the period of the first High Level Output Specification, there will
be additional investment to improve the capacity on the rail network
and start to tackle overcrowding.
Cost control is an ongoing priority. The financial position of rail is
improving, with cost efficiencies of 31 per cent on course to be
delivered by Network Rail by 2009. Further targets will be set by
the ORR for the period 2009–14.
The increasingly positive financial position, underpinned by growth
in passenger numbers, means that rail can sustain a high level of
investment with realistic levels of taxpayer support without making
changes to current fares policy. Growth is starting to pay for itself.
At the same time, now that the maintenance and renewal backlog
has largely been addressed, levels of taxpayer subsidy should start
to return closer to the historic level of support. Nevertheless, the
Government will provide in excess of £15 billion in direct grants to
the rail industry in the period 2009-14.

Context
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12.1

Britain’s railways were built by Victorian engineers and entrepreneurs.
However, the returns earned by the railway companies were, at best, low.
Inevitably, this limited subsequent investment. The railway was heavily
used and under-maintained in the First World War. This pattern was
repeated in the Second World War, coupled with an estimated £8 billion
(in today’s prices) of damage to the network. This left the railway in a
position from which the owning companies could not recover. Hence,
British Railways was created as a nationalised industry on 1 January 1948.

12.2

The 1955 modernisation plan1 invested significantly in the railway, but
not always effectively. And the nationalised railway continued to struggle
financially as it faced greater competition from the motor car, a steady
decline in the number of passenger journeys and the loss of key freight
markets. Nevertheless, there remained a strong belief that rail ought to
be capable of operating profitably. The Beeching plan sought to respond
to this. It proposed the closure of the least-used lines, modernisation of

1 Following from the British Transport Commission report, The Modernisation and Re-equipment of
British Railways, December 1954.
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lines that were better used and provision of an explicit subsidy by
Government for lines that met an economic and social need but could
not earn a profit. The closures went ahead, but the full extent of the
financial support and investment that Beeching had hoped for was
not forthcoming.
12.3

By the 1980s, British Rail was widely perceived to be in the business
of managing decline. Investments were made in rolling stock on the
newly re-branded Network SouthEast and Regional Railways, and in the
electrification of the East Coast main line, but the difficulties of high fixed
costs set against declining revenues, especially in periods of recession,
hampered the progress that could be made. Government had eventually
accepted the need for subsidy to reflect rail’s ‘public-service obligation’,
but there was an almost permanent gap between the funding BR believed
it needed and the funding that governments were willing to provide.

12.4

Today, the rail industry is reversing these financial trends. Record growth
in passenger numbers is delivering more revenue. And competitive
procurement for franchised services, coupled with Network Rail’s improved
financial management, is putting costs firmly back under control. The
Government is now providing a stable and sustainable long-term funding
commitment. In recent years the Government has committed record
levels of investment and subsidy support to tackle past under-investment
and industry failures. This improving financial position will now enable the
Government to maintain that level of investment with no alteration in
fares policies, while easing the burden on taxpayers.

Post-privatisation financial trends
Expenditure and investment
12.5

Between 1994/95 and 2004/05 the annual total ‘cost of running the
railway’ doubled from about £6.6 billion to £12.2 billion (in 2005/06
prices), as shown in Figure 12.1.

12.6

There were a number of reasons for this. One factor was that the number
of people using the railway rapidly increased. So the number of services
went up, which in turn increased the costs of provision. But this was far
from being the biggest factor.

12.7

The single most significant trend has been the increase in capital
expenditure. This increased year-on-year between 1997/8 and 2005/6
and accelerated in the period from 2000/01. The investment bought two
things: action to tackle a backlog of previous neglect; and enhancements
to the capacity of the railway. But the bill for these improvements was
inflated by escalating costs.
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Figure 12.1: Cash expenditure over time by the railway industry (post adjustment
for accounting changes)
14
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Source: National Rail Trends Yearbook 2005/6 (DS00013); Network Rail Annual Returns (DS00069-75); LEK Presentation 11 May 2003, Review
of Government Support to the Rail Industry (DS00066); GDP Deflator from HM treasury (DS0076); LEK summary analysis for opex (DS0068);
FOC Accounts (DS00082); ROSC0 Accounts (DS00081); Network Rail Accounts (DS00083-84); Overview of TOC financial performance, KPMG
presentation support model (DS00065); BRB Accounts (DS00085)
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12.8

The money committed to tackling the legacy of under-investment has
been very substantial. Renewal spend had been very limited under
British Rail in the early 1990s and for the majority of Railtrack’s tenure.
But this pattern reversed following Hatfield and the Government’s own
interventions from 2000 onwards. It was further stepped up under
Network Rail. Total spend on renewals between 2000 and 2005/06 has
been £14 billion. The result has been that Network Rail has already
exceeded the 2009 target set for it by the Regulator to improve the
condition of its assets.

12.9

In Control Period 3 (2004–2009), total enhancement spend in real terms
(excluding renewals) is estimated at approximately £5.6bn (11 per cent
of total expenditure by the rail industry). This investment has delivered
visible and valuable improvements to the rail network.

12. Costs and funding

Efficiency and cost control
12.10 The investment undertaken since privatisation was essential and
reflects this Government’s commitment to rail. But there were serious
deficiencies in planning and cost control under Railtrack. Neither OPRAF2
nor Railtrack set a strategic direction for the railway, so investment was
not always well prioritised or joined up. The replacement of slam-door
trains was undertaken with little regard to the impact on rolling stock
suppliers (who therefore faced alternating periods of overloaded and empty
order-books) and with no regard to the need to upgrade power supplies
to accommodate the new trains. The price estimate for modernising the
West Coast Main Line escalated from £2 billion to £131/2 billion, before
being brought back to £81/2 billion. There were similar problems in other
areas of Railtrack’s renewals expenditure as well as its operations and
maintenance budget.
12.11 In the 2003 periodic review, the then Rail Regulator concluded that efficiency
gains totalling 31 per cent should be delivered by the infrastructure operator
by 2009, and Network Rail is broadly on course to meet this challenge.
At the same time, the Regulator effectively increased the public
expenditure for rail by £11⁄4 billion a year.
12.12 On passenger operations, competition for franchises holds down the
net cost to the taxpayer. It incentivises train operators to balance the
increased cost of improving a service against the additional revenue it
will generate.

Funding
12.13 Ultimately, the money for the railways comes mainly from two sources –
rail customers or taxpayers.3 Since 1997, the balance between these two
sources of funding has changed significantly.
12.14 Since privatisation, rail revenues have actually been growing more slowly
than the growth in passenger numbers. This reflects the impact of fares
regulation. Regulated fares account for 43 per cent of revenues. Between
1999 and 2004 these fares were capped at RPI – 1 per cent; since then
they have been capped at RPI + 1 per cent. The net effect has been a
small real-terms decrease of 1.6 per cent in these fares over the last
decade (Figure 12.3).4

2 The Office of Passenger Rail Franchising – the predecessor to the Strategic Rail Authority.
3 In any given year the railway may also supplement its funding by borrowing (hence the difference
in some tables and references in this chapter between funding provided and annual expenditure).
Borrowing is important, since it enables the industry to fund large projects in a single year but
then spread the costs over many years to come. In this way future passengers who will benefit
from the investment also help fund it. Nevertheless, since the annual costs of servicing this debt
come out of the revenue and grant funding, it remains true to say that, whether now or in the
future, it is rail customers and taxpayers who are funding the industry.
4 Slide FIN24, Summary of Key Research and Analysis, July 2007.
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12.15 Train operators are free to set unregulated fares, but market forces (as
well as the effective ceiling imposed by the price of the regulated season
ticket) have imposed constraints. The overall trend for fares (regulated
and unregulated together) has been an increase of 1 per cent a year in
real terms since privatisation. This is slower than growth in incomes.
12.16 The picture in relation to Government support (that is, taxpayer funding)
has been quite different. Historically there has been considerable (and
often year-on-year) variation in levels of subsidy, from 50 per cent of rail
funding in 1992/93 to just 15 per cent in 1995/96, reflecting the sales of
assets as part of the privatisation process. However, since privatisation
there has been a consistent increase in the proportion of rail costs funded
by the taxpayer, and a pattern of 25–35 per cent subsidy in the second
half of the 1990s has become 40–50 per cent since 2000. In 2005/06
taxpayers paid for more of the railway that passengers did (Figure 12.4).5
This is clearly not sustainable.
Figure 12.3: Real price of specific ticket types, excluding mix
changes* (1995–06)
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5 Although this makes no allowance for the fact that passengers are also taxpayers, it is worth
noting that over 50% of taxpayers do not use the railway at all in any given year.
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Figure 12.4: Funding of the passenger railway^
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Present position and projections for 2009–14
12.17 The railway is now in the most stable financial position in 50 years.
Growth is delivering significantly enhanced revenues, while industry cost
control continues to improve.
12.18 This is reflected in the source and application of funding that is forecast
for the railway for the period between 2009 and 2014. A summary of this
is in Table 12.1.
12.19 The net position is that rail income increases by £2.2bn from £10.6bn to
£12.8bn while costs increase by only £0.6bn. Within this the railway is
able to support a significant enhancement programme in excess of
£11/2 billion per annum, delivering the increases in capacity, reductions
in crowding and other improvements set out in this White Paper. On a
like-for-like basis with the figures quoted earlier, total enhancement spend
(excluding renewals) is estimated to be at least £6bn (13 per cent of total
expenditure by the rail industry). This is the £9bn figure in Table 12.1, net
of financing and operating costs.
12.20 At the same time, cost efficiencies allow the subsidy requirement to return
closer to historic levels. It has been the taxpayer who for the past several
years has funded expenditure increases caused by the loss of control of
costs under Railtrack. As Network Rail brings costs back under control,
it is right that the demands on taxpayers should also ease.

127

Department for Transport

|

Delivering a Sustainable Railway

Table 12.1: Source and application of funds
Forecasted Soures and Applications of Funding
£bn nominal

2009/10

2010/11

2011/12

2012/13

6.7
3.2
0.7

7.3
3.0
0.8

7.8
3.1
0.8

8.4
3.0
0.8

9.0
3.0
0.8

39.2
15.3
3.1

10.6

11.0

11.7

12.2

12.8

57.6

5.0
4.3
1.6

5.2
4.1
1.6

5.3
4.1
1.7

5.6
3.9
1.7

5.7
3.8
1.8

26.8
20.2
8.4

Total Cash Out

10.8

10.9

11.1

11.2

11.4

55.4

Headroom

(0.2)

0.1

0.6

1.0

1.4

2.9

Additional borrowing:

1.6

1.7

1.5

0.7

0.5

6.1

HLOS requirements:
Cost of infrastructure enhancements
Cost of additional rolling stock
Cost of financing HLOS

1.2
0.2
0.1

1.5
0.2
0.1

1.6
0.3
0.2

1.2
0.3
0.2

1.4
0.3
0.3

7.0
1.2
0.8

Total Cash of HLOS

1.5

1.9

2.1

1.7

1.9

9.0

Passenger revenue
SOFA
Other
Total Cash In
Cost of passenger services
Network Rail baseline cost (O,M,R,E)
Network Rail financing payments

2013/14 CP4 Total

Table based on the following assumptions:
– Based on inflation of 2.75 per cent
– The passenger revenue forecast uses the same demand-growth forecasts on which the HLOS and investment programme are based.
– No change in policy in fares regulation is assumed, i.e. regulated fares continue to be capped at RPI + 1 per cent.
– No allowance is made for additional revenue growth generated by the 1,300 extra carriages to be delivered in CP4 or other train operator
initiatives to stimulate passenger demand and revenue.
– Network Rail’s baseline cost is as set out in their June 2006 business plan, but revised to reflect an assumed efficiency gain of five per cent a
year, which is towards the lower end of the range of possible outcomes published by the ORR.
– Network Rail’s cost of capital is assumed to be 4.5 per cent based on a financial framework as provided by the ORR in June 2007.
– The Thameslink major upgrade is budgeted at £51/2 billion, including optimism bias.
– The costs of other investments at Appendix A to this White Paper have been subject to bilateral discussion with Network Rail or to collective
industry discussion.

12.21 The balance of the investment programme is met from debt funding.
Since the costs of servicing this debt will accrue over the entire asset
life of the enhancement, there is an element of ‘beneficiary pays’ to this
approach. It would not be appropriate to expect today’s taxpayers and
fare payers to bear the entirety of the up-front costs of new trains and
new infrastructure which will benefit future generations.

Longer-term financial position
12.22 Beyond 2014, the financial prospects for rail remain positive. Rail has a
high level of fixed cost (the provision of the infrastructure) and a relatively
low level of marginal cost (the cost of carrying extra passengers). This
caused serious problems for rail during the periods of static or declining
demand, but it works to the railway’s advantage when demand is growing.
12.23 Such a projection is, of course, subject to continuing passenger demand
growth. But, even if demand slows, the rail industry is in a better position
to respond than it has been in the past. Its increasing focus on cost
control, and the flexible approach adopted in this strategy, will maximise
the opportunity to vary the investment programme accordingly.
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12.24 Any longer-term financial guideline budget for rail will be determined
following the conclusion of the current Comprehensive Spending Review.
Extrapolating the trends in the sources and application of funds statement
above, the rail industry should become increasingly self-sufficient in
Control Period 5 (2014–19) as rising demand continues to increase revenue,
although the cost of servicing the debt used to fund infrastructure
enhancements between 2009 and 2014 must be factored in.
12.25 The increasing ability of the rail industry to operate without a high level
of dependency on the taxpayer is welcome. However, it is important to
note that very few railways in the world operate wholly without subsidy.
It is unlikely that Britain’s railway will be an exception to this rule.
12.26 In summary, the Government is confident that a stable funding position
can be reached, and that the rail’s industry’s long-term financial prospects
are good. The Government does not believe that either radical or rapid change
is necessary to secure these objectives. Rather, they can be achieved by:
•

Maintaining established fares policies;

•

Continuing to harness competition to secure the best price for
operating passenger services;

•

Addressing capacity constraints;

•

Maintaining a rigorous control of infrastructure costs; and

•

Ensuring capital investment is incremental and targeted at need.
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13. Implementation
Summary
The rail industry has an established five-year planning cycle based around
the ORR’s Periodic Review of Network Rail funding. The improvements
and budget specified by the Secretary of State in this White Paper
cover the period of the next of these reviews from 2009 to 2014.
The ORR will now scrutinise those improvements and the budget to
ensure they balance. The Government is confident they will do so, but
it is ultimately for the independent economic regulator to decide.
Thereafter, the industry, led by Network Rail, will identify the most
cost-effective means of delivery. Network Rail will implement the
infrastructure elements of these plans, while the Government will
negotiate the necessary amendments to franchise agreements to
bring in new trains. Separate implementation processes have been
established to secure the delivery of the biggest schemes, such as
Thameslink and some industry-wide initiatives, such as the
modernisation of stations.
But the outputs for the period to 2014 are only part of the strategy in
this White Paper. In areas such as improving environmental performance
or responding to the needs of passengers, industry leadership will be
as important, if not more so, than Government specification.

The periodic review process
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13.1

Once every five years the Office of Rail Regulation conducts a review of
Network Rail’s funding and efficiency. This known as the Periodic Review
and establishes a five-year planning cycle for the rail industry. The current
Periodic Review is considering the period between 2009 and 2014.

13.2

The 2004 Rail White Paper and the Railways Act 2005 made changes to
strengthen and improve the effectiveness of this planning cycle. These
changes give the Government new responsibilities to set the strategic
direction for the whole industry and to make clear the level of funding
available. The key principles are that:
•

The Government determines how much public expenditure it wishes
to devote to rail and what outputs it wishes the railway to deliver
in exchange for this funding (the SoFA and Railways Act 2005
Statement1); and

•

The ORR, as independent economic regulator, determines whether
the outputs sought by the Government are affordable and deliverable
within the funding that the Government is providing.

1 For simplicity referred to as the HLOS but includes the specific requirements set out in the
Railways Act 2005 Statement enclosed in Appendix A.

13. Implementation

13.3

The High Level Output Specification sets outputs to be delivered by
the whole industry – Network Rail and the train operators. Similarly,
the Statement of Funds Available shows funding available to the whole
industry. The delivery of the HLOS will therefore depend on a combination
of the efforts of Network Rail, overseen by the ORR, and train operators
under contract to the Government.

13.4

This is an important step forward for the rail industry. One of the
weaknesses of the pre-privatisation regime was that British Rail could
never be wholly certain whether investment plans were fully funded,
since resources allocated by Government would change from year to
year, making medium to long-term planning difficult. The Government
has no wish to return to such a regime.

The role of the ORR
13.5

The first job of the ORR is to say whether or not the outputs sought by
the Government from the industry balance the funding the Government
has said will be available. If the ORR concludes that the outputs are not
affordable within the funding allocated, the Secretary of State will be
asked to revise the required outputs or change the funding available.

13.6

To do this, the ORR takes the assumptions provided by the Government
about the costs of provision through the franchise regime and the
revenues available. It then makes a determination about the balance of
outputs to be provided from Network Rail. It decides how much it should
cost Network Rail to deliver these outputs, based on an assumption of
the extent to which it is reasonable to expect Network Rail to improve
efficiency over the control period.

13.7

The ORR then determines the charges that Network Rail should be able
to recover from operators and the other income it should be expected to
earn in order to meet those costs. By setting the charges at this level, the
ORR provides Network Rail with an incentive to work efficiently in order
to balance its books.

13.8

The ORR has an additional role to ensure that the reasonable requirements
of freight operators and open-access passenger operators are provided for.

13.9

The ORR has set out its timetable for carrying out the current Periodic
Review. This requires Ministers to provide information necessary
(principally the HLOS and SoFA) by 31 July 2007. The timetable of
events following this is:
•

October 2007 – Network Rail Strategic Business Plan published,
including its proposals for implementing the HLOS;

•

December 2007 – ORR initial assessment of HLOS and SoFA;

•

February 2008 – ORR assessment of Network Rail Business Plan;

•

June 2008 – ORR Draft Determination of Access Charges;

•

Summer 2008 – ORR consultations on Draft Determination of
Access Charges; and
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December 2008 – ORR expected to issue its notice implementing the
Periodic Review.

Confidence in the balance of outputs and funding
13.10 The development of the information now being provided to the ORR has
already involved many months of joint working between the Government,
the ORR and Network Rail. The Government has also spoken to operators,
manufacturers and rolling stock companies.
13.11 It is inevitable that the ORR’s assessment of the cost of delivering the
HLOS will differ to some extent from the estimate made by the Government
for the purposes of developing the SoFA. However, the Government is
confident that the differences should not be substantial, because:
•

A significant proportion of the infrastructure cost of the railway will
relate to expenditure on operations, maintenance and renewals on
the existing railway. While final charges will not be determined by the
ORR until 2008, it has already estimated the likely costs, which the
Government has used as the basis for its work;

•

The further capacity enhancements required by the HLOS, while
substantial in themselves, are the smaller part of the overall budget;

•

Within these, the scope of the largest single element, the Thameslink
Programme, is well understood, and has been subject to detailed
development over the last decade. Construction is now planned to
avoid excessive peaks in demand for resources. The cost plan has
been subject to repeated scrutiny; and

•

In the next Control Period, the Government has based its work on
assumptions of operating efficiency that are at the lower end of the
indicative ranges published by the ORR, and cost-of-capital
assumptions that are at the higher end of the indicative range.
These are both conservative assumptions.

13.12 In addition, the Government has worked closely with key stakeholders,
to ensure that the provision of additional infrastructure supports and
complements the additional rolling stock being purchased so as to
ensure that the two are jointly capable of delivering the capacity
outputs specified.
13.13 To assist the ORR in costing these outputs and to assist the rail industry
in planning for their delivery, the Government has developed an illustrative
package of rolling stock and infrastructure enhancements.2 This has drawn
upon work carried out as part of the RUS and RPA process, as well as
other studies. It is not – nor should it be – the final word in how the outputs
should be delivered. But it provides a good starting point. It improves
confidence that the budget and HLOS outputs will balance, and give
passengers an indication of the likely nature of the improvements to
follow. It is on this basis that the Government has committed to funding
a net increase of over 1,300 new carriages.

132

2 Details of this package can be found at www.dft.gov.uk

13. Implementation

13.14 If there is a significant and unexpected divergence between the costs of
the required outputs and funding available, the Secretary of State would
first review the improvements sought in capacity and station modernisation.
However, assumptions made regarding improvements in safety and
reliability, the Thameslink Programme, and infrastructure works associated
with the Intercity Express Programme implementation will not be
reviewed. Nor will the overall size of the rail budget.
13.15 Network Rail’s income will include a risk buffer assessed by the ORR,
which provides a degree of protection against cost-escalation. There is also
the potential for Network Rail to out-perform the efficiency assumptions
made by the ORR in calculating the other building blocks of Network
Rail’s revenue requirement. Network Rail is clearly unable to commit to
use the risk buffer or potential out-performance to fund discretionary
investments that improve the railway until it is confident it would be
prudent to do so, taking account of the impact on its financial position.
Network Rail has therefore proposed that it will consult with its customers
and funders on plans for potential uses for these funds, and develop
investment schemes which can be implemented as and when funds
become available. Network Rail has also suggested that these plans
could be directed towards improvements in network reliability, the freight
network, station improvements, local capacity enhancements (where
demand is greater than anticipated) or long-term cost reductions. These
areas are consistent with the delivery of the priorities in this White Paper.
13.16 The desired outputs for the railway discharge a statutory responsibility
of the Secretary of State in that they form the basis of the ‘reasonable
requirements’ that Network Rail is obliged to meet within the next Control
Period (that is, the period from 2009 to 2014). Network Rail is obliged
under Condition 7 of its licence to manage the rail network in accordance
with best practice and in a timely, efficient and economical manner so as
to satisfy the reasonable requirements of service providers and funders
in respect of the quality and capability of the network and train services.

Delivering the Secretary of State’s ‘reasonable requirements’
13.17 While Government has defined the outputs it wants to achieve from the
railway, it is for the rail industry to define the best way of delivering them.

Reliability
13.18 In relation to the required improvements in reliability, the industry has
well-established mechanisms for working together. Network Rail takes
the lead in this process through the development of Joint Performance
Improvement Plans with train operators. Reliability will be monitored
against the existing PPM and the new measure of significant lateness.
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Safety
13.19 In relation to safety, the responsibilities of individual duty holders will
be supported by work by the Rail Safety and Standards Board (RSSB).
RSSB will monitor the safety metrics, in conjunction with Network Rail,
and report on these to the ORR. The ORR in its role as safety regulator
will also help facilitate this continuous improvement in safety. It will do this
through the provision of advice and the enforcement of the regulatory
framework applicable to the railway. The change implemented in the
Railways Act 2005 to make the ORR the combined economic and safety
regulator puts it in a good position to support the rail industry in its
objective of taking more efficient and cost-effective safety decisions.
This work will be supported by the Rail Accident Investigation Branch
through its role in investigating the causes of accidents and incidents,
and making recommendations to prevent further accidents occurring.

Capacity
13.20 Delivering the increase in capacity will require close co-ordination between
the industry (led by Network Rail) and the Department for Transport.
13.21 Network Rail will take the illustrative capacity options developed by the
Government, and discuss and refine these with train operators as well as
suppliers. It will then advise the Government on the best way of achieving
the required increases in capacity, route by route. The focus of this work
will be on developing the most cost-effective combination of better
utilisation of the rail network, additional rolling stock and new infrastructure.
13.22 The Government will negotiate with the train operators the necessary
amendments to existing franchises to secure the purchase and
redeployment of rolling stock and changes in service levels. This will
typically require a change in subsidy (or premium). The train operators
will continue to lease the rolling stock from a rolling stock company or
other financial institution.
13.23 Because both the Government and Network Rail will be working from
the same joint industry plans, the delivery of the additional capacity
will align. In some cases, longer trains cannot come into service until
necessary infrastructure work has been done. However, the schedule
for the introduction of the trains must take account of other factors,
particularly the seriousness of the crowding issues to be addressed and
the capacity of the rolling stock manufacturers to supply new trains. The
Government and Network Rail will work closely to ensure that a detailed
delivery plan is developed, and work together to implement it. The HLOS
and SoFA are intended to give certainty about the Government’s
requirements and funding, but not to create an artificial rigidity. If it
transpires that growth on some lines is significantly faster than forecast
and growth on other lines is slower, the investment programme can be
rebalanced by agreement between the Department for Transport, Network
Rail and the ORR.
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13.24 The Government will publish a rolling stock plan by January 2008 setting
out in more detail how rolling stock will be used to deliver increased
capacity. The plan will also reflect Network Rail’s strategic business plan
which will be published in October 2007.

Major projects
13.25 The Secretary of State has generally identified the improvements she
wishes to see from the railway in the form of outputs, rather than a
detailed list of schemes. However, in accordance with provisions in the
Railways Act 2005,3 she is also specifying individual projects that she
wishes to see delivered.
13.26 For the Thameslink Programme, the Government will be a direct client for
the overall programme, just as it was for the latter stages of the West Coast
Route Modernisation.4 Network Rail will be required to deliver infrastructure
capacity for a specified train service pattern (and, for station design, a
specified passenger demand). The Government will specify and procure
the train service changes necessary to accommodate the construction
phase and to realise the planned capacity benefits, and will also initiate
procurement of a new fleet of rolling stock.
13.27 At Birmingham New Street station, the Government has agreed to
contribute to improvements in passenger capacity and in-station
environment and at Reading it has agreed to fund significant
enhancements to network capacity.

Industry-wide initiatives
13.28 Alongside these specific projects, the Government also requires the
industry to take forward a number of industry-wide initiatives.
13.29 The Government will make available £150 million specifically for the
modernisation of 150 stations. However, the provision of this money is
subject to the production by Network Rail and train operators of robust
plans to deliver the schemes. The Government expects these plans to
include partnerships with developers and local authorities to secure
additional funding and ensure that the projects respond to local needs
and opportunities. The Government expects Network Rail to make it
easier for such third parties to contribute and work with the industry
in this way. The Government is facilitating train operator investment at
stations by ensuring that assets pass to successor franchisees at
balance sheet value.
13.30 Network Rail’s plans will be delivered as part of their October 2007
strategic business plan and the Government has asked the ORR to
scrutinise them. If it is satisfied that these plans are realistic, committed
and achievable, the ORR will monitor Network Rail’s delivery in the same
way as it monitors other Network Rail investment, providing timely
warning if it believes that projects are slipping or coming in over budget.
3 Railways Act 2005, Schedule 4, Para 2, subsection 1D (4(i))
4 The Modernisation of the West Coast Main Line, Public Accounts Committee Thirtieth Report,
June 2007.
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13.31 The Government is committed through European Interoperability Directives
to the long-term implementation of cab-based signalling, or ERTMS.5 An
important first step has been taken with the commencement of a testing
and feasibility project on the Cambrian line. The timetable for further
implementation has to be submitted to the EU in September 2007 and is
being developed by Network Rail. It will take account of the potential for
long-term cost reductions and capacity increases offered by ERTMS,
together with the opportunities for implementation alongside the delivery
of new rolling stock and the re-signalling of Great Western and East
Coast main lines between 2014 and 2020.
13.32 The introduction of the new Intercity Express train is intended to deliver
more passenger capacity and greater passenger comfort, initially on
the East Coast and Great Western main lines. While the Government is
initiating procurement of the trains themselves, Network Rail will prepare
the routes for operation of the fleet. The scope of work includes
improvement to track quality, structural work to increase clearances
at some critical sites, and lengthening of platforms at key stations.

Reporting and accountability
13.33 Network Rail must report regularly to the ORR to demonstrate that it is
meeting its obligations; the ORR specifies what information these reports
must contain. But it is also important that the Secretary of State is kept
properly informed of progress towards meeting the outputs she has
specified and funded.6
13.34 Accordingly, the Department for Transport agreed with the ORR
and Network Rail in October 2005 that there should be a ‘Reporting
Requirement’ to ensure the timely provision of relevant information
to the Secretary of State to assist in discharging statutory duties and
other functions. Such an arrangement would be expected between
any specifier and funder and delivery body. However, it is no part
of the purpose of this arrangement that the Secretary of State should
be involved in, or in any way seek to influence, the management of
Network Rail or the manner in which it conducts its business.
13.35 The role of the ORR is to determine the level of income that Network
Rail will require to deliver the HLOS and to set regulatory targets that
Network Rail will be obliged to achieve as part of its licence conditions.
The Secretary of State, Network Rail and the ORR have agreed that the
regulatory targets form a major part of the Secretary of State’s reasonable
requirements as described in Network Rail’s licence. As such, these
targets will be enforceable by the ORR.
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Delivering the longer-term agenda
13.36 This White Paper identifies three long-term agendas for the railway that
can broadly be described as increasing capacity, improving customer
experience, and fulfilling the railways environmental potential which
need to be tackled alongside the permanent priorities of safety, reliability
and cost.
13.37 The balance of responsibility between the Government and the rail
industry for these agendas varies. On capacity, the Government must
specify clearly, in the HLOS and the individual franchise contracts, what
improvement it wishes to buy. The role of the industry is to deliver this
improvement as efficiently and economically as possible, and to exploit
the commercial potential created by the additional capacity on the network.
13.38 In relation to the environment, the balance of responsibility is more
evenly divided. The Government will ultimately have to decide what
contribution to carbon emission targets it is looking to the railway to
deliver, and specify this as an output (akin to safety, reliability or capacity)
during the next Periodic Review. For its part, the industry has established
a Sustainable Development Steering Group which the Government will
continue to support. The rail industry has a key role in identifying the most
cost-effective options for improving its environmental performance and,
ultimately, for its corporate standing in the eyes of passengers and the public.
13.39 On the customer agenda, the lead should rest primarily with the rail
industry in general and the train operators in particular, because they are
closest to passengers; these are some of the key skills and experience
purchased through franchising.
13.40 The longest chapter in this White Paper is the one on delivering for the
passenger. This reflects not just the importance of these measures, but
also the fact that it is the most complex, fast-changing and challenging
agenda facing the railway. It involves:
•

Changes to the fares structure and how rail travel is sold;

•

Improvements in the gathering and dissemination of a wide range of
real-time information to an even wider range of target audiences; and

•

Working in partnership to modernise facilities at stations and improve
access to them.

13.41 The challenges over the next seven years are substantial, but the longerterm challenges are likely to be significantly greater. While it has been
innovative in many areas, the rail industry has ground to make up. Some
elements of post-privatisation progress have too often been slow (for
example, on quality of stations) or have fallen back on the public sector
for leadership (for example, smartcards). The rail industry collectively
needs to consider how it wants to plan and deliver across this complex
agenda, how to develop best practice, how to promote the interests of
rail and market the rail brand.
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13.42 In order to meet the likely requirements identified in the White Paper over
a 30-year timescale, railway technology needs to change. The delivery of
a radical change in a complex engineering system with long-life assets
requires the creation of a vision of the railway in the future, using the
best of current and new technology. The Rail Technical Strategy is a
strategy developed by Government which the Government hopes the
industry will support. It describes the long-term technical framework for
the railway and provides guidance to both the Government and the rail
industry about the steps that need to be taken in order to achieve it.
13.43 Just as improvements in technology are essential to future delivery,
so those improvements depend upon research. The Government will
continue to provide funding for industry research aimed at improving the
safety and cost-effectiveness of the railway. In the past, this has primarily
been executed through the Rail Safety and Standards Board, and this
arrangement is expected to continue.
13.44 However, following the publication of this White Paper, the Government
intends to lead a wide-ranging review of railway industry research,
ensuring that priorities are agreed, funding is appropriately directed and
maximum value is obtained through collaboration within the industry and
with European bodies. The results will be published in the Rail Industry
Research Strategy later this year.
13.45 The 2004 White Paper The Future of Rail highlighted the need for
Government and the rail industry to continue working together to raise
the profile and sharpen the focus of efforts to improve railway skills.
One of the key outcomes has been the establishment of the Rail Industry
Skills Forum (RISF). Made up of key industry stakeholders, its purpose is
to take a holistic view of the industry’s skills framework to help ensure
that its many parts attract, develop and retain the necessary skills
required to deliver the future railway system. This White Paper identifies
many areas, from more energy-efficient driving techniques to assisting
customers unfamiliar with the railway, where skills and training will be
essential to delivery.
13.46 Since privatisation, the franchised railway has delivered significant
increases in passenger demand. Continued delivery through franchises is
also an integral part of this strategy. The Government will keep the detailed
contractual arrangements under review to ensure that they continue to
deliver for the passenger and the taxpayer. This is not about revisiting
the structure of the industry, but it is about ensuring that the contractual
relationship between Government and train operators continues to deliver.
Looking forward over 30 years it would be wrong to assume that the
current franchise arrangements represent the final word in delivery.
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13.47 At the outset, this White Paper identified that rail does not operate in
isolation. The strategy has been developed within the context of other
modes of transport. The flexibility inherent in the strategy is not just to
enable it to adapt its response depending on how rapidly demand grows
in the different urban, inter-urban and international-gateway corridors.
It also enables it to adjust these responses to reflect how other transport
networks evolve. So future investment decisions – rail or otherwise – will
reflect this kind of fully multi-modal analysis. Adopting this approach was
one of the main recommendations of the Eddington Transport Study.
13.48 The Department for Transport continues to update and improve its
appraisal methodology and will shortly review all the NATA guidance.7 This
will form part of the analytical work to implement the recommendations made
by the Eddington and Stern reviews. A major focus will be to ensure the
guidance is more consistent with the Eddington Study’s mode-neutral stance.
13.49 This multi-modal planning will be reflected in the next HLOS for rail in
2012. As noted in chapter 1, good rail planning is a continuous process
for Government and industry, working in partnership to deliver a
sustainable railway.

7 New Approach to Appraisal.
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Appendix A. Railways Act 2005 Statement
Introduction
A1.

In the White Paper the Government sets out its long-term view of the
challenges and opportunities facing the railway and the ways in which
rail can contribute to the broader economic and environmental goals
of the country. The White Paper constitutes the Government’s Rail Strategy,
to which the Office of Rail Regulation (ORR) should have regard, pursuant
to paragraph 9 of the Secretary of State’s Guidance to the Office of
Rail Regulation (May 2007). The White Paper sets the context for this
Statement which, following receipt of the ORR’s notice dated 28 February
2007 under paragraph 1C of Schedule 4A to the Railways Act 1993, as
inserted by Schedule 4 to the Railways Act 2005, sets out for the ORR
the information about what the Secretary of State wants to be achieved
by railway activities during the review period 1 April 2009 to 31 March
2014 (CP4), and about the public funds that are or are likely to be
available to secure delivery, as required by paragraph 1D(1) of Schedule
4A to the Railways Act 1993. Although this Statement is an appendix to
the White Paper, it is only this Statement, and not the White Paper itself,
which constitutes the information for that purpose.

A2.

The Government has made it clear that it intends to discharge its duty to
notify the ORR about its desired outputs primarily by framing a High Level
Output Specification (HLOS) for the railway, setting out the improvements
in safety, reliability and capacity which the Secretary of State wants to
secure. Paragraphs A3 to A12 of this Statement, together with the attached
Schedule, set out these High Level Output Specification metrics. In addition,
paragraphs A13 to A24 of this Statement provide the supplementary high
level specification of major projects and other investments which the
Secretary of State wants the railway to deliver in CP4, but which cannot
be subsumed within the HLOS metrics because they deliver benefits that
extend beyond improvements to safety, reliability and capacity. Paragraphs
A3 through to A24 together with the Schedule all constitute information
for the purpose of paragraph 1D(1) referred to above. All figures quoted
in this section are in 2005/06 prices unless otherwise specified.
Paragraphs A25 and A26 provide additional contextual information.

The High Level Output Specification
A3.

The Secretary of State recognises the significant improvements that have
been made to safety and reliability in CP3 and wants to see the railway
maintain this momentum in CP4.

Safety
A4.
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The Secretary of State wants to see a 3 per cent reduction in the risk
relating to death or injuries to rail workers and to passengers from
accidents on the railway from the end of CP3 to the end of CP4.
Performance is to be measured by, and monitored against, the Rail

A. Railways Act 2005 Statement

Safety and Standards Board’s (RSSB) model of safety risks. Account
should be taken of risk-exposure by measuring the changes in risk relative
to the kilometres travelled by passengers and hours worked by employees,
and account should be taken of the different severities of injury by
applying the weightings under the industry’s ‘fatalities and weighted
injuries’ measure. The Secretary of State is not specifying any particular
safety initiatives by which this reduction should be achieved, and the
Department’s only safety input would be regulation made pursuant to
advice from the ORR. Because safety is not a devolved matter, the
Secretary of State is looking for risk-reduction across the whole of the
railway in Great Britain.

Reliability
A5.

The Secretary of State wants to see reliability, as measured by the ‘public
performance measure’ (PPM), improve in CP4 across the whole of the
franchised passenger railway in England and Wales. She wants to see
an improvement to: 92 per cent on long-distance (inter-urban, including
cross-border) services; 93 per cent on London & South East services;
and 92 per cent on regional services. The definition of the services
falling within each of these three categories of service is at the Schedule
to this Statement.

A6.

The Secretary of State also wants to see, for each of these categories
of service, a reduction between 2006/07 and 2013/14 in the percentage
of trains which arrive at their final destination 30 or more minutes late, or
are cancelled. The required reductions are: 36 per cent on long distance
services; 21 per cent on London & South East services; and 27 per cent
on regional services.

A7.

Since it is the Government’s wish that its output specification for the railway
should be ‘high level’, the Secretary of State is not specifying reliability
down to the level of individual routes or services. However, she attaches
importance to narrowing the gap between the poorest performing services
and the rest, because it is no consolation to passengers suffering a poor
service on one line to know that the service on other lines is improving.

Capacity
A8.

The Secretary of State’s priority for investment in CP4 is to secure
an increase in the carrying capacity of the franchised passenger railway
to reflect the growth in demand and to relieve crowding. She intends
to do so by continuing the broad pattern of services in current franchise
agreements and by securing the incremental capacity specified in this
HLOS. The Schedule to this Statement sets out the total level of demand
in passenger kilometres which the Secretary of State wants to see
accommodated on each of Network Rail’s 23 strategic routes, together
with the numbers of arriving passengers to be accommodated at
Birmingham, Cardiff, Leeds, Manchester and other urban areas, and at
the main London termini across the three-hour morning peak and across
the one-hour high-peak.
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A9.

The Schedule to this Statement also sets out the maximum average load
factors which the Secretary of State wants to see achieved across these
peak periods at these demand levels. The load factor is the ratio of
passengers actually carried by a train to the design capacity of the train.

A10.

The Secretary of State is not specifying load factors down to the level of
individual routes, but the Department’s initial assessment suggests that,
within the specified maximum average load factors, it is feasible to maintain
or reduce current peak load factors over CP4 on services into most of the
stations listed in the Schedule to this Statement. Subject to any overriding
value for money considerations, the Secretary of State attaches considerable
importance to securing such reductions in crowding over CP4.

A11.

The Secretary of State is not specifying separately load factors for long
distance services, because the infrastructure required to accommodate
increased demand on such services generally will be driven by the
specification for peak commuter services.

A12.

The Secretary of State wants to ensure that capacity increases are
delivered as cost-effectively as possible, in order to maximise the number
of passengers who benefit from relief of crowding in CP4. She considers
that Network Rail should have regard to this principle in framing its
strategic business plan, and asks the ORR to do likewise in appraising
that plan.

Supplementary high-level specification of major projects
and other investments
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A13.

The Secretary of State has given financial approval for the Thameslink
Programme, upgrading the Thameslink line and extending its service
pattern. The benefits will be delivered in two increments. The first involves
the provision of the capability for 12-car operations at a frequency of 16
trains per hour through the core London section and via the Midland Main
Line towards Bedford by December 2011. The second increment, which
involves the connection of the Great Northern services into the route and
operation of 12 car trains on the Peterborough and Cambridge routes, is
planned to be delivered by December 2015.

A14.

The overall Programme involves £3.55 billion of infrastructure works, which
will be undertaken by Network Rail, as well as the acquisition of new
trains and the revision of relevant franchises. The Programme, which will
be managed by the Department for Transport, is at an advanced stage
of preparation and cost estimates have been subject to close scrutiny.
The Secretary of State believes that delivery of the CP4 elements of
the Programme to the above timetable is achievable within the statement
of funds available. Completion of the first phase of the Programme is
assumed within the capacity enhancements specified in the Schedule
to this Statement.

A15.

The Secretary of State wants to see the railway works which are required
to tackle the crowding problems and improve the passenger environment
at Birmingham New Street station undertaken, either as a discrete project
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or as an element within Birmingham City Council’s broader aspirations
for redevelopment of the station and surrounding area, to a maximum rail
expenditure in CP4 of £128 million. The Secretary of State believes that
this is achievable within the statement of funds available.
A16.

The Secretary of State also wants to see works undertaken at Reading
station to deliver the increased capacity required in CP4 and to meet other
longer term passenger and freight movement requirements. Network Rail
is to undertake further development work to confirm the full scope and
timing for delivery of this scheme, which the Secretary of State expects
to be delivered within a maximum CP4 expenditure of £425 million. The
Secretary of State expects a regulatory protocol to be established with
Network Rail that sets out governance arrangements for delivery of this
programme. The Secretary of State believes that delivery of the works is
achievable within the statement of funds available.

A17.

The Department has agreed with Network Rail the remaining elements of
the West Coast Strategy (Strategic Rail Authority, 2002) which are required
to enhance capacity on the West Coast Main Line, as set out in Network
Rail’s Initial Strategic Business Plan ‘Base Case’ (June 2006). The Secretary
of State wants to see these completed and believes that this is achievable
within the statement of funds available.

A18.

The Secretary of State considers that the introduction of radio-based cab
signalling will be a key enabler in the affordable development of the future
railway. It should reduce costs in the long term and will provide flexibility
to meet changing needs and to underpin enhancements to railway carrying
capacity beginning in CP5 and CP6. She notes that the rail industry has
reached collective agreement on a programme of work and on an
acceptable range of costs which together provide the targets for the further
development and implementation of ERTMS. The Secretary of State
wants to see the work proceeding consistent with that agreement and
believes that this is achievable within the statement of funds available.

A19.

The Secretary of State has invited expressions of interest in developing,
manufacturing and financing a new generation of inter-city express trains.
The Secretary of State has received advice from Network Rail on the
probable cost of the infrastructure works that are necessary in CP4 to permit
the operation of the new trains and wants these works to be undertaken.
She recognises that the cost estimate necessarily will be refined in the light
of the technical specification that will be incorporated in the Invitation to
Tender, but considers that the works are achievable within the statement
of funding available.

A20.

The lead responsibility for most of the actions that should be taken in CP4
to improve customer services rests with the train operators. Network Rail
will have an important contributory role in many aspects of this agenda,
e.g. the provision of better information to passengers and the gating of
stations, but the Secretary of State does not consider that this should
require significant investment or operating expenditure over and above
that for which Network Rail should already have made provision in its
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estimate of baseline costs for CP4. The significant exception is the need
for investment to improve stations.
A21.

The Secretary of State shares the concern that has been expressed by the
Transport Select Committee and others about the quality of some stations.
Within the statement of funds available, she has therefore provisionally
allowed for £150 million during CP4 to support investment to improve
facilities at approximately 150 intermediate stations. These are stations
which rank within the top 500 in England and Wales in terms of the
numbers of passengers departing from them, but excluding termini and
other major stations directly managed by Network Rail. Such improvements
could cover enhancement of passenger facilities and the passenger
environment, including station security and visual appearance. While
this funding is additional to the ‘Railways for All’ fund (£190 million in
CP4), provided under the Access for All programme, where appropriate,
improvement in facilities should include measures to improve access for
persons of reduced mobility.

A22.

The Secretary of State looks to Network Rail to take the lead in identifying
stations to improve, working closely with Passenger Focus, DiPTAC,
local authorities and train operating companies, and having regard to the
potential to secure third-party contributions, which will be critical to the
deliverability of the programme. Network Rail will set out its proposals for
securing station improvement in its October strategic plan. The Secretary
of State will look to the ORR to determine whether Network Rail’s proposals
are deliverable: should this not be the case she wants the £150 million
provisionally ring fenced for stations to be used instead to achieve
further increases in capacity.

A23.

The Secretary of State wants to continue to fund the Network Rail
Discretionary Fund, at the level of £45 million in each year of CP4,
and has made provision for this within the statement of funds available.

A24.

To facilitate the implementation of a Strategic Freight Network, which will
enhance the network used by freight trains and reduce conflict between
freight and passenger traffic, as described in the White Paper, the Secretary
of State has allowed for a maximum of £200 million of expenditure in the
last four years of CP4. The Secretary of State also wants to fund certain
freight costs in the manner set out in the Department’s letter to the ORR
of 30 January 2007. The Secretary of State considers that these costs
are achievable within the statement of funds available.

Additional information
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A25.

The Secretary of State will publish, by January 2008, a plan and timetable
for the introduction of additional rolling stock, taking account of Network
Rail’s plans and such advice as the ORR is able to provide in the time
available on the cost and affordability of those plans.

A26.

The Government is promoting a Hybrid Bill for the construction of the
London Crossrail Line 1. The Secretary of State cannot anticipate the
decision of Parliament on whether or not to grant powers to construct
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the new line. If the powers are granted, the Secretary of State would
wish Network Rail to undertake the infrastructure works on the existing
railway outside the tunnel, which are required to permit the operation of
Crossrail services, and would expect their involvement to be on the basis
of an implementation agreement between Cross London Rail Links Ltd
and Network Rail. The Secretary of State has not made provision within
the statement of funds available for Crossrail-related works undertaken
by Network Rail.

Statement of funds available
A27.

As required by paragraph 1D(1)(b) of Schedule 4A to the Railways Act
1993, as inserted by Schedule 4 to the Railways Act 2005, the Secretary
of State is also setting out the public funds which are available or likely
to become available for the railway during the period 2009/10 to 2013/14.
Table A1 provides this information. The Scottish Ministers have a similar
duty relating to Scottish railway activities.

Table A1: Statement of funds available per year
(£m, nominal, prices of the day)
£m, nominal
(prices of the day)

2009/10

10/11

11/12

12/13

13/14

Funds available

3,156

3,031

3,122

3,043

2,977

Illustrative split* :
Franchise Support
Network Grant

1,612
1,544

1,386
1,645

1,105
2,017

,856
2,186

,535
2,442

* Based on CP3 Access Charges, subject to change following conclusions of PR08

A28.

The funding provided by the Government to the national rail industry in
recent years has been directed either to support franchised passenger
service operators1 or as a direct grant to Network Rail. The Secretary of
State anticipates that these funding arrangements will continue, though
recognises that it is for the ORR to confirm this as part of the Periodic
Review process. In particular, final conclusions on the absolute level of
access charges levied by Network Rail on train operators will affect the
balance of funding. The split of funds available between franchised
operators and Network Rail shown above is therefore illustrative only,
assuming a continuation of the access charge levels set in the current
control period. It should be stressed, however, that the total funds
available does not change.

A29.

In assessing the funds to be made available, the Secretary of State has
taken account of the expected financial impact of forecast demand growth.
In addition the Secretary of State has been mindful of the advice which
previously has been provided by the ORR on the industry financial
framework and other key financial parameters for the next control period.
1 Individual franchised passenger service operators may either be in receipt of subsidy or
alternatively required to pay a premium in any given year. References to the aggregate funding
provided or expected to be provided in support of franchised operations should be taken to
mean the net of all subsidy and premia payments.
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In addition to the funding set out above, there are certain other potential
sources of public funding for the railway in England and Wales during
CP4. Given that these funds are available to be applied across a range
of transport modes, they have not been included within the statement
of funds available. However, it is open to bodies to apply for funding
from these sources for railway purposes – such applications will be
judged on their merits on a case by case basis.

Additional financial information
The Transport Innovation Fund (TIF)
A31.

The Transport Innovation Fund is a potential additional source of
funding to the statement of funds available. It is aimed at directing
resources towards the achievement of two key objectives: specifically
tackling congestion and improving productivity. The TIF is operated
as a single funding pot with two entry points, termed congestion and
productivity TIF.

A32.

Congestion TIF will support local packages aimed at tackling congestion
through a combination of demand management measures and public
transport improvements. Bids for congestion TIF have been invited from
local transport authorities, and the Department expects to receive the
first bids in the course of this year.

A33.

The aim of productivity TIF is to support transport schemes expected
to make a major contribution to national productivity. The Department
for Transport has not operated productivity TIF as a bidding round, but
developed a list of potential schemes, taking account of the views of the
English RDAs, and its own knowledge of the transport networks and of
pre-existing transport schemes. In December 2006, the Secretary of
State announced that a number of these schemes had shown strong
potential to provide significant benefit to national productivity. Amongst
them were five strategic rail enhancement schemes. Final decisions on
the allocation of funding are subject to investment appraisal and
business case scrutiny processes.

Regional Funding Allocations
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A34.

The 2004 Spending Review announced a number of new measures,
including a commitment to better integrate decision-making on regional
transport, housing and economic development, based on a framework
of indicative long term regional funding allocations (RFA).

A35.

In July 2005 details were given of the RFA for each region (for each year
up to 2007/08) together with longer term planning assumption figures (for
each year from 2008/09 to 2015/16). These figures represent only part of
total Government spending on these functions in each region. For
transport, the RFAs comprise capital funding for local authority major
road and public transport schemes under the Local Transport Plan
system and for most Highways Agency major schemes.
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A36.

The Government responded to the transport aspects of the regional
advice on 6 July 2006, announcing formal approval of various transport
schemes in each region, and providing a further list of schemes which
the Department expects to fund over the RFA period (subject to their
meeting all the necessary assessment tests). The Government is
considering the options for taking forward the RFA exercise as part of
the wider sub-national review of economic development and
regeneration, which will report ahead of the 2007 Spending Review.
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Schedule to Appendix A: High Level Output
Specification Metrics
Safety metric
A 3% reduction in the national level of risk to passengers and rail
workers from 2008/09 to 2013/14.
•

The metric is a risk-based measure expressed as a percentage change
in risk over the five-year period from 2008/09 to 2013/14. It is defined
in terms of the industry’s current measure of ‘fatalities and weighted
injuries’. Should the industry’s weighting for this measure subsequently
change, the HLOS metrics will need to be recalculated accordingly;

•

The passenger risk is expressed as fatalities and weighted injuries per
million passenger kilometres;

•

The employee risk is expressed as fatalities and weighted injuries per
million employee hours;

•

The risk assessed is for fatalities, major injuries and minor injuries
on Network Rail managed infrastructure, the overwhelming bulk of
the national rail network. This is consistent with the current
geographic scope used for reporting in the rail industry Safety
Management Information System (SMIS) and the outputs of the
Safety Risk Model (SRM). SMIS and SRM injury definitions apply.
Further information on these is to be found at the Rail Safety and
Standards Board’s web site: www.rssb.co.uk;

•

This metric covers the railway in Scotland as well as England and
Wales, as safety on the railways has not been devolved. Should
Scottish Ministers want to see any increment to the national level of
risk reduction, they may include this in the Scottish HLOS and meet
any additional costs that may arise from this increment.

Reliability metric
Public Performance Measure (PPM) to be achieved by the end of
CP4 and the reduction in significant lateness and cancellations
between 2006/07 and the end of 2013/14 is shown in Table A2.
Table A2: PPM to be achieved by end of CP4
Sector
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PPM by
end CP4 (%)

Reduction in
significant lateness
and cancellations (%)

Long-distance services

92

36

London & South-East services

93

21

Regional services

92

27

A. Railways Act 2005 Statement

Sectors
The operators in each sector are:
•

Long distance services
– First Great Western (High Speed Services)
– Great North Eastern Railway
– Midland Mainline (Midland Rail from November 2007)
– ‘one’ (Anglia Main Line)
– First TransPennine Express
– Virgin CrossCountry (Arriva CrossCountry from November 2007)
– Virgin West Coast

•

London & South East services
– c2c
– Chiltern Railway
– First Capital Connect
– First Great Western (London and Thames Valley)
– ‘one’
– Silverlink (London Midland from November 2007)
– Southeastern
– Southern (including Gatwick Express from May 2008)
– South West Trains (including Island Line)

•

Regional services
– Arriva Trains Wales
– Central Trains (London Midland and Midland Rail from
November 2007)
– First Great Western (West)
– Merseyrail
– Northern Rail

Public Performance Measure (PPM)
This measures the percentage of trains arriving at destination within ten
minutes of the time shown on the published timetable for long distance
services, and within five minutes for regional services and London and
South East services.
It covers all timetabled services on all days of the week.
Cancellations are included within PPM as services not arriving within time.
Significant lateness
A train is significantly late if it arrives at destination 30 or more minutes
later than the time shown on the public timetable. This criterion applies
to all timetabled services on all days of the week. For the purpose of this
metric, part and full cancellations are scored as ‘significantly late’.
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Capacity metric
(1)

Total level of demand to be accommodated (forecast demand in
2008/09 plus the forecast additional demand to be accommodated
by 2013/14) expressed in passenger kilometres by Network Rail
Strategic Route is shown in Table A3.

Table A3: Total demand to be accommodated by Strategic Route
Routes

1. Kent
2. Brighton Main Line and Sussex
3. South West Main Line
4. Wessex Routes
5. West Anglia
6. North London Line and Thameside
7. Great Eastern
8. East Coast Main Line
9. North East Routes
10. North Trans-Pennine, North
and West Yorkshire
11. South Trans-Pennine,
South Yorkshire and Lincolnshire
12. Reading to Penzance
13. Great Western Main Line
14. South and Central Wales
and Borders
15. South Wales Valleys
16. Chilterns
17. West Midlands
18. West Coast Main Line
19. Midland Main Line and
East Midlands
20. North West Urban
21. Merseyrail
22. North Wales and Borders
23. North West Rural

Annual passenger km
forecast in 2008/09
(millions)

Additional
passenger km to be
accommodated
by 2013/14 (millions)

3,350
4,681
5,012
,431
1,561
1,047
2,775
6,375
,156

333
536
706
58
482
118
319
975
13

1,189

189

,741
1,178
4,327

113
158
637

,328
,153
,661
1,862
5,737

29
13
98
258
913

2,655
1,141
,337
,223
,153

498
157
18
26
12

Routes
The routes are the 23 England and Wales Strategic Routes defined
by Network Rail and used by the rail industry for planning purposes.
For details see the business planning section of the NR web site:
www.networkrail.co.uk.
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(2)

Numbers of arriving passengers to be accommodated, and city
maximum average load factors, on services into Birmingham,
Cardiff, Leeds, Manchester and other urban areas by the end of
CP4, on a weekday morning in the three hour peak and in the high
peak hour are shown in Table A4.

Table A4: Peak demand to be accommodated in major urban areas by
end of CP4
Peak three hours
City

Forecast
demand in
2008/9

Birmingham

High-peak hours

Extra
Maximum
Forecast
demand average load demand
to be met
factor at
in 2008/9
by 2013/14 end CP4 (%)

Extra
Maximum
demand average load
to be met
factor at
by 2013/14 end CP4 (%)

32,000

4,600

48

15,400

2,400

55

Cardiff

8,500

900

39

4,000

600

43

Leeds

23,400

5,100

64

11,300

2,700

70

Manchester

22,100

4,100

45

10,700

2,200

49

Other urban areas

27,700

3,600

41

12,300

2,000

46

City station definitions
•

Birmingham stations are: New Street, Snow Hill and Moor Street.

•

Cardiff stations are: Cardiff Central and Queen Street.

•

Manchester stations are: Oxford Road, Piccadilly and Victoria.

•

Leeds is the single station.

•

Other urban areas evaluated were Bristol, Leicester, Liverpool
(excluding Merseyrail), Newcastle, Nottingham and Sheffield, because
these cities are current significant users of rail for commuting.

For definitions of peak periods and load factors see notes below.
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Numbers of arriving passengers to be accommodated on services
into the main London termini and London city maximum average
load factors by the end of CP4, on a weekday morning in three hour
peak and in the high peak hour are shown in Table A5.

Table A5: Peak demand to be accommodated at the main London termini by
end of CP4
Peak three hours
London Terminus

Forecast
demand in
2008/9

High-peak hours

Extra
Maximum
Forecast
demand average load demand
to be met
factor at
in 2008/9
by 2013/14 end CP4 (%)

Extra
Maximum
demand average load
to be met
factor at
by 2013/14 end CP4 (%)

Blackfriars

21,900

3,500

11,200

1,200

Euston

23,800

3,400

10,600

1,600

Fenchurch Street

26,000

2,500

13,900

1,600

Kings Cross

18,300

2,300

8,000

1,100

Liverpool Street

74,300

10,600

36,700

4,900

London Bridge

127,600

12,600

65,200

7,800

9,100

1,000

4,600

600

Moorgate

13,000

700

7,400

400

Paddington

24,100

2,900

11,500

1,400

St. Pancras

25,900

10,900

13,100

5,700

Victoria

58,700

5,300

29,300

2,800

Waterloo

74,300

9,200

36,800

4,900

Marylebone

67%
67

76%
76

London stations definitions
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•

St Pancras values include Thameslink services, Midland Mainline
and the Channel Tunnel Rail Link domestic services but exclude
international services.

•

Kings Cross values cover terminating services only and do not
include through Thameslink services.

•

Moorgate values are only for services using the Northern City Line.
Thameslink is excluded.

•

London Bridge values cover services terminating there and services
continuing to Cannon Street, Charing Cross and Blackfriars.

•

Blackfriars values are only for those services coming via Elephant
and Castle.
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Load factor
•

The load factor is calculated as the forecast passenger demand
divided by train capacity, expressed as a percentage.

•

Train capacity on commuter stock has generally been calculated on
the basis of the total number of passengers that can be accommodated,
seated or standing, allowing 0.45 sq. m of space per person.

•

In a minority of cases of commuter rolling stock for which no
information on ‘furnishable space’ was available, train capacity has
been estimated at a ratio of 1.4 times the number of seats.

•

For all inter-city rolling stock, train capacity has been estimated at a
ratio of 1.2 times the number of seats.

•

The load factor causes a minimum volume of total train capacity to
be provided into the identified station(s) during the peak period and
sets a cap on the average level of peak train crowding across the city.

Forecasts
•

All figures relate to franchised passenger services.

•

The forecasts of demand and the load factors listed are the
Department’s best assessment using available models and
based on available information and plausible assumptions.

•

The Department is at risk for the forecast at the start of CP4 and
any variance in the forecasts between the start and end of CP4.

•

Should better evidence of forecast demand at the start of CP4
become available during the course of the periodic review, the
values will be adjusted accordingly.

Peak three hours and high-peak hour
•

The peak three hours covers all services timetabled to arrive in the
morning between 0700 and 0959.

•

The high peak hour covers all services timetabled to arrive in the
morning between 0800 and 0859.

•

Where two or more stations are included, e.g. Birmingham Snow Hill
and Moor Street, the first station called at determines whether the
train falls within the peak.

Evening peak
•

Only the morning peak is used for HLOS. The evening peak is typically
between 6 per cent and 20 per cent less in demand over both the
high peak and the peak three hours. The train capacity provided for
the morning peak is expected to be used for the evening peak with
the load factors maintained or bettered for passenger comfort.

Timing of capacity delivery
•

Delivery of some of the specified capacity may be brought forward
before the start of CP4 if this is feasible and value for money.
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Appendix B. Glossary of terms
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ALARP

As low as reasonably practical

ATOC

Association of Train Operating Companies

BML

Brighton Main Line

BR

British Rail

CAA

Civil Aviation Authority

CP3

Network Rail Control Period 2004–09

CP4

Network Rail Control Period 2009–14

CP5

Network Rail Control Period 2014–19

CP6

Network Rail Control Period 2019–24

CTRL

Channel Tunnel Rail Link

CLG

Communities and Local Government

DDA

Disability Discrimination Act 2005

DfT

Department for Transport

DMU

Diesel multiple unit

DPTAC

Disabled Persons Transport Advisory Committee

DRC

Disability Rights Commission

ECML

East Coast Main Line

EMU

Electric Multiple Unit

ERTMS

European Rail Traffic Management System

ETS

Emissions Trading Scheme

EU

European Union

FOC

Freight Operating Company

GDP

Gross Domestic Product

GWML

Great Western Main Line

HLOS

High Level Output Specification

HSE

Health & Safety Executive

HSL

High-speed line

HST

High-speed train

IEP

Intercity Express Programme

ITSO

Smartcard

km/h

Kilometres per hour

LTP

Local transport plan

MML

Midland Main Line

NAO

National Audit Office

NMF

Network Modelling Framework

NR

Network Rail
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NRES

National Rail Enquiry Service

NSBP

Network Rail Strategic Business Plan

OPRAF

Office of Passenger Rail Franchising

ORR

Office of Rail Regulation

PAC

Public Accounts Committee

PDFH

Passenger Demand Forecasting Handbook

PiXC

Passengers in excess of capacity

PPM

Public Performance Measure

PRM

Persons of reduced mobility

PTE

Passenger Transport Executive

RAB

Regulated Asset Base

RIFF

Rail Industry Forecasting Framework

ROSCO

Rolling stock company

RPA

Regional Planning Assessment

RPG

Regional Planning Guidance

RSS

Regional Spatial Strategy

RSSB

Rail Safety and Standards Board

RUS

Route Utilisation Strategy

RVAR

Rail Vehicle Accessibility Regulations

SFN

Strategic Freight Network

SNCF

Societé Nationale des Chemins de Fer Français (French Railways)

SoFA

Statement of Funds Available

SRA

Strategic Rail Authority

TAC

Track access charges

TEN

Trans-European Network

TfL

Transport for London

TKM

Tonne Kilometres

TS

Transport Scotland

TGV

Train à Grande Vitesse

TIF

Transport Innovation Fund

TOC

Train operating company

TSI

European Technical Standard for Interoperability

TTW

Travel to work

WAG

Welsh Assembly Government

WCML

West Coast Main Line
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