Bluespace Thinking Meeting with DfT and HS2 Ltd

29 June 2010

Present

DfT/HS2

Tom Worsley (DfT Modelling - general)

Mark Weiner (HS2 Ltd – Modelling and appraisal)

Jake Cartmell (DfT Demand)

Jonathan Mitchell (DfT Policy)

Bluespace Thinking (BST) and HS2AA

Malcolm Griffiths – BST 

Bruce Weston – HS2AA

Hilary Wharf (HS2AA observer)

Demand Model

BST outlined its reasoning concerning general and long distance travel demand saturation.  Using graphs, BST showed that in about 1990 there was a reduction in growth to nearer 1%/year rather than the 2.5%/year growth that had occurred up to that point. The graphs also showed the lack of a long term relationship between GDP and rail usage.

The DfT explained their approach to demand forecasting. They considered that overall and long distance passenger demand had stalled but not saturated. They emphasised that the relationship between overall demand and GDP was tempered by what happened to road transport travel costs and road congestion.  Road transport dominates total transport. While overall costs of car ownership have been falling, operating costs have been rising (and faster than rail fares). So rising car travel costs and congestion issues have been having equal effect to GDP in the demand forecasting model.

DfT said that although total long distance domestic travel had stalled, rail usage continued to increase. Rail growth comprised in roughly equal measures, generation of new journeys and intermodal shift.

BST emphasised that there were practicable limits on the growth of travel per capita related to the individuals time available. With 27% of time spent away from home and that spent travelling unchanged for many years it was likely that a saturation point had been reached. People have insufficient time not for the travel but for the activity taking place at the end of the travel. Together with the substitution of international travel as a replacement for domestic travel, and the use of digital communications facilities as a substitute for travel, suggesting that there maybe little scope for further growth.

The DfT agreed that at some point the long term domestic transport market will be saturated, and rail travel would reach its boundary conditions.  They did not consider that the point had yet been reached, nor that there was any indication that the rate of rail growth would slow down in the time frame examined (to 2033).  Work done by MVA could not find any evidence that intermodal shift from car to rail would not continue. The background growth in rail came partly from intermodal transfers (which they see no limit to before 2033) and partly from generating new demand.

In response to HS2AA questioning, DfT explained that improvements to rail services were part of the increase in rail patronage, but that their model had taken this into account, and separated the influence of service improvements from other factors, through modelling on a route by route basis.

DfT advised that GDP was used as a proxy for a variety of factors.  GVA per capita was a more appropriate measure. They explained that as people grow richer they make longer trips and are more likely to make those trips by rail.

DfT explained the period from which the elasticities had been calculated, which had been 1990 to 1999, but had been subject to some limited updating in 2005/6. They consisted of multiple point to point data abstracted from the ticketing system.

In discussion DfT advised that they were working on a new long distance travel demand forecasting model, with the primary research to be published shortly. This was not however available for the HS2 assessment.

Emissions

HS2 Ltd and DfT both confirmed that they do not see HS2 as being other than carbon neutral. In discussion HS2 Ltd said that the carbon construction consequences were not included, but the effect was expected to be small.

Despite HS2 being carbon neutral, HS2AA noted, and it was agreed, that other groups are taking the line that HS2 facilitates transfers from air to rail, and the government were stating HS2 was part of its plans ‘to create a low carbon economy’. The coalition had included it under their Energy and Climate Change agenda.

BST explained a possible visual method of presenting data on different modes of travel (from an electric bus, typical cars, HS2, and planes) to express both emissions and costs. HS2 advised on the utilisation levels to be used for HS2.

Wider economic benefits

DfT explained that BST and HS2AA were mistaken in thinking that the £3.6bn of wider economic benefits (included in HS2’s business case) related to the benefits of the faster travel by HST between city centres. This was the small sum estimated by the Imperial College work (about £8m/a), whereas the £3.6bn PV was from the better local services made possible by the release of conventional capacity and reduction in road congestion. 

Business Benefits and Revenues

BSP questioned the basis of the business travellers data used. DfT explained that the Webtag values for travelling time for rail related to 2002, and given the expansion in the market the average value of time for business travellers used in the model would therefore be on the high side. Further, given the large increases in business travel that were projected for the HS2 assessment, the Webtag values used will be progressively so affected.
DfT also confirmed all time saving for rail travellers were counted as additions to useful time. DfT said they had been unable to commission a new study to capture data on how people use their time on trains, cars etc. There was anecdotal evidence that perhaps half time was being used on trains. The assumption used in the model would therefore cause the benefits to be higher than if all the time had not assumed to be useful.  HS2AA raised the fact that DfT had sponsored work that indicated that time on trains was in fact of current use to travellers.

The DfT explained the time savings (including reliability) only accounted for £13bn of the total £28bn benefits.  The £13bn included the affects of greater frequency and accessibility.

The breakdown of the £28bn was not however fully discussed.

HS2 Ltd also pointed out escalation of fare prices at RPI+1% was up until 2033, from which point it was constant.
The DfT explained that unlike other forecast benefits (that capped at 2033) the value of time savings (for all modes and all traveller types) was projected to increase at about 2.5% throughout the assessment period (i.e. until 2086). 

DfT said they are working on improving the benefits analysis and this will include a better assessment of the benefits from using WCML spare capacity created by HS2.

Alternatives

DfT and HS2 Ltd explained that the preparation of the cases and the analysis of alternatives to HS2 had been done by DfT and not HS2 Ltd, so HS2 Ltd were not intimate with the details (and this was partly due to their remit).
HS2AA asked why Rail P2 and Road P2, which both have a better NBR (3.63, and 3.66 respectively) than HS2 (2.7), had not been recommended to be taken forward. They were concerned that HS2 was not assessed against the alternatives, and hence did not assess the incremental benefits against the incremental costs of HS2 over these alternatives. On the face of it, this would affect the HS2 business case, as there would be some overlap in benefits. 
HS2 Ltd/DfT were not able at this meeting to explain the extent to which benefits overlap, or the effect of using the best alternatives as a comparator to HS2 (rather than the ‘do minimum’ scenario). 

Discussion of the alternatives at the meeting was limited by available time and the absence of DfT’s lead person in this area (who, when the meeting was set up, had been planning to attend).
Next steps

BST and HS2AA expressed their appreciation to both DfT and HS2 Ltd for the time they had given and the understanding that it had contributed.

It was agreed that it might be productive to have further meetings, and it was left for BST/HS2AA to request a further meeting if they wished, after they had digested the information gleaned from the current meeting.
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