Report says high-speed rail could cost just £6bn
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A new high-speed railway network that would begin to transform travel in the UK within a decade could be delivered at a cost to the public purse of just £6bn, according to an authoritative study being considered by ministers.

The report puts the cost of the 225mph London to Birmingham service - the first stage of a national high-speed network - at less than half the £15.8bn-£17.4bn price tag placed on the same route by High Speed Two, the company established by the government to bring forward proposals for new rail lines. While the new coalition government has said a domestic high-speed rail network is a priority, progress could be hampered by the dismal public finances and opposition from homeowners along the new routes.

But the study - co-authored by a group that includes the former head of the Audit Commission, Sir Andrew Foster and David Ross, former chairman of National Express - suggests the first stage could be built for a much smaller sum by avoiding city centres, limiting the number of stations and creating a special purpose vehicle to fund the project.

More than half the cost of the £5.8bn Channel Tunnel rail link - the world's most expensive high-speed project - came from the final approach to central London because of the extensive tunnelling and other engineering works involved.

The new report proposes bypassing Heathrow and linking Birmingham and Manchester airports with Old Oak Common in west London, without venturing into the cities themselves.

Old Oak Common will connect with Heathrow through Crossrail - the £16bn route due to open in 2017 - and will be only two stops from the West End and seven from the City. Connecting Birmingham International to a high-speed rail line fits with the Conservative party's commitment to allowing regional airports such as Birmingham to soak up any airport growth. The government has recently blocked the development of a third runway at Heathrow, as well as expansion at Stansted and Gatwick.

Funding for the basic infrastructure would be financed largely by government-guaranteed debt, sourced from infrastructure funds, bond investors, banks and multilaterals, the report suggests. This would cost around £6bn according to projections from major construction companies. Train operators would be privately financed.

The cost of procuring railway infrastructure in Britain is as much as three times higher than comparable projects in continental Europe, partly because many products need to be custom built and infrastructure and construction projects face more onerous requirements and regulations at the planning stage.

Transport secretary Philip Hammond said: "It is vital that any new high speed network offers good value for passengers and for taxpayers. We need to look carefully at all the options to achieve this, and this report is a welcome contribution to the debate."

Plans for a dedicated high-speed rail network to be built independently of Britain's ageing Victorian rail infrastructure have received widespread support amid an increase in passenger numbers, which have risen 40 per cent in the past five years and freight which has risen 60 per cent - a level higher than at any time since 1946.

Construction could begin as soon as 2015, with 2027 a likely completion date for the first phase. The route would have to undergo a public consultation before going through parliament.
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