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The next iteration of federal transportation policy in the United States should include mechanisms
to make decisions based on economic goals rather than political horse trading. The U.K. experi-
ence provides valuable lessons for the ongoing debate about the future of transportation policy
in the United States, given that the U.K. has started its own transportation reform during the last
decade. This policy brief discusses the new transportation strategy recently adopted in the U.K.
and the possible lessons for the United States. While facing its own political hurdles, the U.K. is on
the path of implementing a policy process focused on the prioritization of transportation projects
with highest social return, based on economic appraisal. Learning from this process, American
transportation stakeholders could move the reform discussion forward in a substantive way.

I. Introduction

he year 2007 marked a major change in transportation strategy for the United Kingdom. A

new national government policy document set out a new and different way of approaching

transportation policy: one which is objective-focused and evidence-based. Perhaps the best

summary of this strategy comes from The Economist magazine. The magazine's headline
for the article assessing the merits of the policy was: “The government has decided what its transport
policy is for."?

This new approach toward transportation is notable for its radical departures from traditional
approaches to transportation policy so prevalent today in many countries. Most notably, it starts with
a very clear focus on non-transportation objectives for the transportation system. This means sup-
porting economic growth and meeting emission reduction targets as opposed to a focus on transpor-
tation outcomes as worthy goals in their own right.

The new policy also suggests a new and rigorous process of strategy and policy development
to address those objectives. The process emphasizes the assessment of a range of transportation
options to meet an objective while remaining agnostic toward the particular mode (e.g., roads, rails,
transit) or the particular type of intervention (e.qg. large capital projects, pricing, or small strategic
investments).

In essence, the new process is a merit-based approach to decisionmaking. Such discipline would
allow the government to identify and select priorities amongst these options on the basis of hard-
edged and comprehensive economic appraisal of the costs and benefits of policies and projects. In
short, it selects the solution that best meets the range of policy objectives.

The origins of this strategy are in a report released in December 2006: the Eddington Transport
Study.? Departing from a transportation-centric thinking, the study treated transportation as an arm
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of economics, environmental, and social policy, not a goal in its own right. To reinforce the point, the
Eddington report was jointly commissioned by the transportation and economics ministries. This also
demonstrated that successful transportation policy matters a great deal to a constituency beyond the
transportation sector.

The U.K. experience provides valuable lessons for the ongoing debate about the future of transpor-
tation policy in the United States, as it faces similar transportation challenges. Both countries suffer
from crowded urban networks, constraints in import and export corridors, rising carbon emissions,
and funding limitations. Of course, differences abound, such as the U.S. federal system and the central
government's relationship with individual states, metropolitan areas, and localities.

Nevertheless, with the next round of federal transportation policy very much on the mind of poli-
cymakers in the United States, lessons on how to make decisions based on economic goals rather
than political horse trading are especially timely today. The reorganization of the U.K. Department for
Transport to better address the identified priorities is a lesson in breaking down barriers, particularly
modal silos. Following the U.K. example, the implementation of a policy process focused on the priori-
tization of transportation projects with highest social return, based on economic appraisal, would be a
major step forward for the United States.

This policy brief discusses the new transportation strategy recently adopted in the U.K. and the pos-
sible lessons for the United States. It starts with an examination of the U.K. transportation sector and
policy before the Eddington Study. Next, the paper details the plan offered by Eddington followed by
the reactions to that report. The paper then analyzes the resulting U.K. government's transportation
strategy and implementation. The last sections offer potential lessons and future directions for the
United States based on the U.K. experience.

In the end, the challenges of implementation of the recommendations may be the most important
lesson of all. One thing the Eddington Study shows us is that despite excellent analysis, proper fram-
ing, and a solid and timely case for fundamental reform, politics and transportation decisionmaking
go hand-in-hand.

II. U.K. Transportation Policy Pre-Eddington

imilar to the U.S. today, the U.K.'s approach to transportation before the Eddington study was
outdated. There were several problems:
For one, the underlying goals for transportation policy were unclear. Instead, policy was

focused on achieving detailed transportation targets, which are often poor proxies for broad
national, or economic, goals. For example, the Department for Transport's (DfT) priorities included
increasing bus patronage; encouraging mode-switching away from cars; on-time performance of the
railways; and reducing road congestion.* The problem with such proxy targets is that they could result
in the adoption of inefficient solutions to the underlying policy goal or were often impossible to deliver
in practice.

One example is the goal of switching passengers from one mode of travel (single occupant vehicles)
to another (mass transit), which arose largely from a worthy underlying policy goal to reduce carbon
emissions. This “mode switch” target is not always the best solution to the carbon problem when mass
transit options do not exist (such as in exurban areas) or when their provision would wind up being a
very expensive and inefficient way to reduce carbon emissions. Instead, new land use patterns, energy
efficient transportation technologies, and demand management may in fact be much better alterna-
tives from an economic and social perspective—and more achievable.

Second, U.K. transportation policy was focused heavily on modes that tended to present compart-
mentalized policy approaches. For example, the future of the railways was decided with little coordi-
nation with the road network or bus services, despite the frequent overlap in users of these services.
Decisions on the railways were taken every five years, while investments in the strategic road network
were made on a rolling basis with a list of priority investments agreed to over ten years previously,
thus all but guaranteeing a lack of coordination.> The bus network was managed by local governments
on yet another policy timetable. As a result, not only was coordination rare, but it was very difficult to
examine the impact of rail or road investments on a comparable set of policy goals and outcomes.
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Figure 1. The Highway Spending Priorities in the U.K. Government's 10 Year
Transportation Plan, 2000

Maintenance

Making
Better Use

Highway Agency Resources

Note: “Making Better Use"” projects refer to demand management measures. “Improvements” refer mainly to modernization
and new capacity projects. The Highway Agency resources comprise the spending by the DfT to implement the long term plan
for highways.

Source: The U.K. Department for Transport, Transport 2010: the 10 Year Plan (U.K. Department for Transport, 2000).

Third, the U.K.'s transportation policy did not incentivize policy makers to consider a range of solu-
tions to existing problems. Thus, investment in new capacity tended to dominate policy, as the govern-
ment’s 10 year transportation plan, published in 2000, showed (Figure 1). Other measures with better
economic and social outcomes, such as ramp metering or road pricing, were only considered on an “ad
hoc” basis, not as a matter of course in the policy process.

Fourth, while the U.K. had a tradition of rigorous economic appraisal of projects, the results of these
analyses did not always influence policy decisions. This is partly because there were no intermodal
comparisons, given the modal focus of the transportation policy discussed above. However, it was also
because of pressures on decision makers. Public or media attitudes often meant that large rail invest-
ments were considered vital, even if the analysis suggested the social returns to public investment
were likely to be low.® Further, economic analysis was sometimes used to justify decisions already
taken, rather than employed to drive strategy and option development.

While these shortcomings certainly contributed to deterioration in the performance of the U.K.
system, it would be an oversimplification to argue that the policy making process was the only driver
of problems.

In the early 2000s congestion and reliability on the U.K. road network was worsening (Table 1). The
operational efficiency and capacity of the system was not keeping up with surging demand caused by
economic growth and increased mobility. Congestion in cities was rapidly growing, causing long delays
on the roads and leading to severe overcrowding on the commuter rail networks. The links to the U.K.'s
international gateways for both freight and passengers, were under increasing pressure. Rail freight
lines and strategic road links to ports and airports were heavily congested and often beyond capacity
in peak times.

On the roads, the traditional approach of increasing capacity through new links or new lanes was not
sufficiently counteracted by a demand management approach.” While the government's 1998 Transport
White Paper appeared to abandon the traditional "predict and provide” strategy, measures to make
better use of existing capacity by requlating flow through pricing strategies and demand management
were rare.? The London Congestion Charge, a recent but significant exception, was developed by local
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Table 1. Congestion Levels on the U.K. Road Network, 2003

Area Type Share of traffic in very congested conditions
London 24%
Major urban areas/ conurbations 15%
Other urban areas 9%
Strategic roads- M roads and A roads 7%
Rural 2%
Whole Network 8%

Note: “Very congested conditions” are traffic cases in which the ratio of the volume of traffic relative to road capacity is
above 0.8. The “strategic roads” are for long distance traffic, considered of national importance. They are comprised of
motorways (M roads) and all-purpose (A roads). These roads are managed by different agencies, depending on the region. The
strategic roads in England are the responsibility of the U.K. Highway Agency, those in Scotland are managed by the transpor-
tation agency of Scotland, and those in Wales by the Welsh government.

Source: The Eddington Study, volume 2, p.79, figure 2.6.

Figure 2. P;(gcentaqe of Flights Delayed by More than 15 Minutes at European Airports, 2005
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Source: The Eddington Study, volume 2, p. 86, figure 2.11.

not national government.®

On the railways, operational inefficiency and higher safety standards were crucial to the rapid
deterioration of punctuality.® However, higher overcrowding levels reflected poor decisions in terms of
project investments, notably a preference for expensive intercity links when the growth in demand was
primarily on suburban routes—a reflection of external pressures overriding the thrust of the economic
analysis.

Congestion extended to the U.K.'s international gateways as the nation’'s main deep sea container
ports operated beyond capacity during peak times. The U.K.'s main global aviation hub—London
Heathrow Airport-was operating at capacity for almost the entire day, leading to delays and conges-
tion (Figure 2).

Greenhouse gas emissions from the transportation sector were also rising fast, driven by the growth
in both private vehicle usage and aviation. When international aviation and shipping are included in

n BROOKINGS | May 2010



the U.K.'s figures, transportation’s share of U.K. carbon emissions is 28 percent of the total." The lack
of a successful policy response to directly curb emissions made a difficult situation worse. The preva-
lent targets, such as bus patronage and mode switching, were not effective in areas outside London.”?
Demand management and fuel efficient technologies were not sufficient priorities in the policy devel-
opment process.

The safety performance on the roads was a success story, driven by the alignment of targets with
the underlying goal. Road safety had improved significantly following related policy responses and
information campaigns.® On the railways, a series of major accidents had raised concerns about safety
performance The structure and incentives of the privatized rail industry came under intense scrutiny
in the debate about the causes of these accidents.

Sustained years of economic growth, surging demand across the modes, and belated or ineffec-
tive policies led to growing problems with congestion, reliability, overcrowding and lack of capacity by
2005. As a result, the quality of life for many users was deteriorating, the economic costs were becom-
ing significant, and emissions from the transportation sector were rising.

III. The Eddington Transport Study

he wider economic and social impacts of the performance of the U.K. transportation net-

work, coupled with the pressure from the public and the business community, meant that by

2005 the government sought radical action to reform its approach to transportation. To do

this, it decided to break from traditional DfT-driven policy reform. In addition, the long term
planning necessary for the transportation sector and the controversy around some of the potential
reforms (e.qg. road pricing) caused the government to attempt to forge a consensus across the political
spectrum on the right course of action.

The government therefore turned to a model it had pioneered in the health sector: the use of a high
profile expert, “independent review" to break with traditional departmental thinking, provide indepen-
dence, identify innovative solutions, and help to create cross-party support for action. These reviews
have usually been in step with the latest thinking and have been a useful way of accelerating policy
development. They have been led by respected business leaders, academics, or other high-profile
public figures, giving them focus and momentum. They have also been staffed by cross-departmental
teams of civil servants and experts, usually based inside the Treasury department, helping them to
avoid getting bogged down in inter-departmental inertia.”

Sir Rod Eddington, then chief executive of British Airways (a role he occupied from 2000 to 2005)
was invited to lead the work. Eddington, a veteran of the transportation industry, had made a number
of public speeches regarding the state of the U.K. transportation sector in the preceding years. In his
speeches, Eddington warned of the danger to the U.K.'s economic growth if the performance of the
transportation system continued to deteriorate. This, combined with his high professional standing,
made him an appropriate choice to lead the study.

The general crux of the Eddington Study was to push transportation as a means to improve general
economic performance, and to do so in a method that also promotes environmental and societal goals.
The report is split into four sections:

The first considers the relationship between transportation and economic growth in detail. In sec-
tion two, this in-depth understanding is combined with a data-rich analysis of the U.K. transportation
network to identify the key areas where the performance of the transportation networks negatively
affects economic growth and environmental sustainability. Based on the evaluation of 170 govern-
ment investment cases, section three provides a series of policy options that would address the U.K.
transportation challenges in a cost-effective manner. Finally, section four considers “delivery” issues,
including reform to the development consent process, to improve the deliverability of interventions
and investments. Each section is described below.

1. Understanding the links between transportation and economic growth
This section examines the fundamental links between the transportation system and economic growth,
relying on previously published and newly commissioned academic and private sector research. The
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Eddington Study found that there is a positive link between investment in transportation and eco-
nomic growth. However, it could not determine the magnitude of this relationship and the direction of
causality between transportation and economic growth.'®

At certain times, investments in the transportation system, such as the rapid creation of passenger
rail networks in Europe in the late 19th century and the completion of the U.S. interstate highway net-
work in the 1950s, are associated with major increases in productivity. However, this only occurs when
the improvements are genuinely transformative, which, by nature, are rare in advanced economies.
Instead, most transportation improvements will have an incremental (but not insignificant) impact on
productivity and growth. Therefore the detailed linkages between transportation and other sectors
should be the focus of attention for policy makers in advanced economies, as they will guide policy
toward making the most effective improvements.

The Eddington Study identified seven micro-economic drivers that may serve as gateways for trans-
portation’s impact on productivity. A well performing transportation network would:

* Increase business efficiency, through time savings and improved reliability for business travelers,

freight and logistics operations.

* Increase business investment and innovation by supporting economies of scale or new ways of

working.

e Support clusters and agglomerations of economic activity. Transportation improvements can

expand labor market areas, improve job matching, and facilitate business to business interactions.

e Improve the efficient functioning of labor markets, increase labor market flexibility, and the

accessibility of jobs.

¢ Increase competition by opening up access to new markets.

¢ Increase domestic and international trade by reducing the costs of trading for services and

freight.

e Attract globally mobile activity to the U.K. by providing an attractive business environment and

good quality of life.

The focus on the seven micro-drivers suggests that only well targeted transportation investments
would have the expected results. In other words, the right level of investment is less important than
where transportation projects are funded and how they are chosen. The Eddington Study recom-
mended that Investments in the most congested or growing areas, chosen in a transparent, prioritized
manner, based on a full appraisal of their benefits and costs, should be the mainstay of the U.K.'s
transportation policy.

2. Defining the challenge in the U.K.

Based on the results of the first part, the second section of the Eddington Study sought to identify the
strategic economic priorities for the U.K. transportation system. The report noted that the U.K. had a
unique economic geography, with a territory relatively small and densely populated. The data showed
that most journeys were short distance and local. Demand was concentrated onto certain parts of the
network and at certain times of day (or year) (Figure 3).

Therefore, the transportation problems were mainly due to the high density of demand rather
than the need to shrink long distances.” Capacity and reliability, not speed, were therefore the more
pressing problems, a view confirmed by stakeholder engagement. For example, a 2005 survey for the
Confederation of British Industry (the U.K.'s top industry body) found that 62 percent of businesses
surveyed believed unreliable delivery times for supplies had an impact on their business.”® This conclu-
sion was in contradiction with the view of many transportation sector lobbyists and commentators
who favored, with little supporting data, the creation of new high speed road and rail networks across
the country on the basis that increased speed was the key problem affecting the U.K.

The Eddington Study noted that the major pillars of the U.K. economy are services in its major met-
ropolitan areas and international trade in goods and services. As a very open economy, the U.K. would
therefore have much to lose if international trade routes malfunctioned. Similarly, as a highly urban-
ized economy, the U.K. would be significantly affected if urban networks were to become significantly
congested.

Further, the detailed performance data analyzed in the report showed that the U.K.'s transportation
system was under the most pressure in both these places: the key metros and along key international
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Figure 3. Trips in Progress by Hour of Day and Purpose, Great Britain, 2002-2004
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Source: The Eddington Study, volume 2, p.50, figure 5.

trading corridors. All the modeling suggested these trends would worsen through to 2030.”
Consequently, at a strategic level, the report concluded that improvements in city networks, interna-
tional corridors, and selected corridors between cities and international trading corridors are likely
to offer the highest returns in the U.K.

In light of the findings in the first 2 chapters, the Eddington Study recommended that to meet the
changing needs of the U.K. economy the government should focus policy and sustained investment
on improving the performance of existing transportation networks in those places that are important
for the U.K.'s economic success. Specifically, the three strategic economic priorities for transporta-
tion policy should be: congested and growing commuter cities, the key interurban corridors, and the
key international gateways that are showing signs of increasing congestion and unreliability.

3. Meeting the challenge

This section examined the best course of action to respond to the challenges identified in the first
and second sections. The Eddington Study collated the detailed cost-benefit information for over 170
different projects (past, current, and future) considered (but not necessarily funded) by the govern-
ment into a single database. The key conclusions were striking:

Certain transportation projects, such as those in international gateways areas, offer a very good
return on investment. In fact, many offer economic returns of over £3 or £4 (about $4.50 or $6.25
in U.S. dollars) per pound of public investment when the benefits to the wider economy are added
(Figure 4).

Ensuring that prices reflect the true benefit and impact of journeys was a “fundamental economic
principle.” In other words, proper pricing was important for economic reasons, as well as critical for
combating emissions by making users pay the economic costs of their emissions.

No one type of intervention (e.q. pricing vs. new capacity) or one mode had the monopoly on
high returns—suggesting that transportation policy should be a mixture of different interventions (a
“sophisticated policy mix").

BROOKINGS | May 2010




Figure 4. Average Economic Returns from Government Expenditure with GDP Impacts
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Source: The Eddington Study, volume 3, p. 129, figure 1.5.

Figure 5. Economic Returns of Smaller schemes Relative to Larger Schemes
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Measures that allowed operators to make better use of existing assets often offered higher returns
than investment in capacity. Some measures like longer trains, junction improvements on the roads,
bus priority measures, and rail flyovers offered returns in excess of over ten to one.

Smaller scale schemes seemed to offer much better returns than large scale projects, on average
(Figure 6). However, this did not mean large scale projects should be ruled out—-sometimes surging
demand or emission reductions will merit significant new capacity.

A nationwide congestion targeted road pricing scheme, in which drivers pay for the economic cost
of the congestion they cause as well as environment costs, offers huge potential economic benefits.
The Eddington Study team modeled a complex place- and time of day- specific congestion scheme,
with up to 75 different price levels depending on the external congestion and environmental costs. The
model capped the maximum price at eighty pence per kilometer ($1.25 per mile). The Eddington Study
quoted economic benefits of £28 billion ($43.8 billion) each year by 2025, including a 50 percent
reduction in congestion. In addition, an often overlooked benefit of the scheme was that the model
found that 80 percent fewer new roads would need to be built, thus requiring significantly reduced
public investment that could be spent elsewhere in the sector—e.g. mass transit—on other policy areas,
or returned to taxpayers.

The "user-pays” principle emerged at the center of the Eddington Study's recommendations. Paying
the full costs of using the transportation network, across all modes, would eliminate the modal dis-
tortions in the government funding policy. In addition, it would help reduce congestion, greenhouse
emissions, and the need of additional investment in new capacity. Users and transportation operators
would use the current facilities in @ more efficient way. As in any other economic sector, pricing is
essential for an efficient allocation of resources in transportation.

4. Enabling the system to deliver

The Eddington Study concluded by proposing the reforms to the policy process required to deliver the
new policy prescription in practice. In particular, it noted that it is crucial to identify the best solutions
to the most pressing problems. This perspective is a radical change from the past.

Figure 6. Principles to Guide Transportation Decisionmaking

Principle 1: Clear articulation of
policy objectives and transportation

outcomes required

Principle 4: Collect evidence on
performance of network, needs of

Principle 2: Consider the full range of

policy options for meeting objectives
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users, and effectiveness of policy

deliver all government's objectives

Source: The Eddington Study, volume 4, p.225, figure 1.1.
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The report found that existing goals were not clear or were input driven. No objective assessment
was made to determine which transportation problems were most economically or environmentally
damaging. Instead, ‘solutions’ in the form of ideas or schemes bubbled up organically, driven by tech-
nologies or interest groups. However, it was not clear that these were solutions to the right problems,
or even that they were the best solution to the problem. They were too often solutions looking for
problems.

The Eddington Study urged policy makers to start with clear stated outcomes, and then consider a
full range of options to deliver those outcomes (See Figure 6). The government should prioritize the
projects that tackle all the set out objectives in the most cost effective manner. Data and modeling
on both current and anticipated use and performance of the transportation network should inform all
three steps of the process.

This three step process can be expanded into five key elements:

¢ Define the outcomes that society seeks. In other words, what are the true fundamental eco-
nomic, environmental and social goals? This is distinguished from transportation outcomes or
inputs and is based on the principle that transportation is a means to an end, not an end in itself.

¢ Quantify the transportation issues that are hindering achievement of those economic, envi-
ronmental, and social goals. Strategic priorities for action should be identified given the likely
direction of the relevant local or national economy. Then quantify the economic or environmental
impact of specific problems, with a location specific, data-rich, definition of the issues (congestion,
reliability, safety, etc.) and, importantly, focus efforts onto the most pressing problems or those
that most hinder achievement of the goals.

e Consider the full range of solutions. The full range of interventions that might address the
issue—e.q. pricing, regulatory, better use, capacity increases—should be examined and narrowed
down on an objective basis.

e Assess all impacts. The cost-benefit analysis of projects should consider the full range of eco-
nomic, environmental, and social impacts, including business innovation, labor market and trade
impacts, carbon impacts, noise, and landscape impacts.

e Make the Benefit-Cost Ratio (BCR) the primary driver of decisions. Cost-benefit assessment
should be used to prioritize those interventions that offer the highest return to society. They
should not be used to justify existing decisions.

Given the scale of the transportation challenge in terms of future investment needs, this section of
the Eddington report also called on the U.K. government to continue to work closely with the private
sector to improve the operation of existing infrastructure and to deliver new infrastructure invest-
ment. The report noted the appetite in the private sector for long-term, stable assets, and recom-
mended the government to take advantage of this trend.?°

IV. Reactions to the Eddington Transport Study

fter it was published in December 2006, the Eddington Study was generally received

positively by the stakeholders in the transportation policy process in the U.K. In particular

was the appreciation and understanding that the report had put transportation firmly in

the public spotlight as a critical input not just for economic growth, but also the quality of
life and environmental issues. As a result, there was considerable goodwill and enthusiasm for the
report’'s recommendations, albeit accompanied by the usual skepticism about government’s ability to
deliver change.”

However, there were exceptions. Some modal providers and representatives perceived themselves
as “losers" in view of the proposals of the Eddington Study. The lack of specific recommendations with
regard to modes, reinforced by the lack of modally-specific chapters (possibly a first for a transporta-
tion report), caused concern from those backing a specific mode.?? In part, this reflected a misunder-
standing of the new approach in that the lack of modal conclusions was a very deliberate departure.
The Eddington approach leaves room for all modes, but seeks not to favor any one.

Also contentious was the Eddington Study's support for congested targeted road pricing. Indeed,
this recommendation was highlighted in many of the newspaper headlines. Some motoring and small
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government groups, including small trucking companies, were hostile to the move. Others expressed
cautious support, including official motoring groups who could see the benefit to the motorists of
less congested roads, as long as the overall tax burden on the motorists was balanced.®

Perhaps the most enduring negative response came from those commentators and producer-
backed lobbyists seeking a more “visionary" report: namely, one recommending a much bigger
increase in capacity on the road and rail systems.?* This argument interpreted the Eddington Study as
rejecting large projects, and so questioned if the vision was enough to cope with surging transporta-
tion demand. However, this is another misunderstanding of the Eddington report. The study did not
exclude big projects; it cautioned against large speculative projects and noted that smaller projects
were often the first and most effective interventions to address a problem.

The business community gave vocal backing to the Eddington report. This reflected their satisfac-
tion that their long standing position had been vindicated in a major independent review. Business
owners in the U.K. have claimed for a long time that transportation network was restricting economic
growth and driving up business costs.?® Further, it reflected a strong welcome for the thrust toward
better investment decisions, and therefore higher returns from their tax contributions. It reflected
their strong backing for the focus on highly effective and quick-to-implement measures to increase
the efficiency of use of the existing infrastructure, a typically business-like approach.

The environmental community gave a qualified response. They welcomed the focus on proper
infrastructure pricing and the rejection of a simple "predict and provide” approach.? Likewise, the
very strong messages that transportation should face its external costs and that project analysis
should quantify the cost of carbon were positively received. However, the report’s finding that the
provision of extra runway capacity in the U.K. was still justified, even with the inclusion of environmen-
tal and social costs into calculation, was less welcome.?” This is an on-going debate in the U.K., which
at the analytical level is a dispute about the true price of carbon. It is also a dispute about behavioral
responses, and in particular whether an emissions trading scheme will drive emissions down to the
extent desired or if more immediate barriers to further travel demand should be put in place.

V. The U.K.’s New Transportation Strategy in Practice

he U.K. government gave the Eddington Study a warm welcome and committed to the
execution of the report’'s recommendations. The implementation, however, was far from
straightforward. The new approach makes very significant demands in terms of resources,
data, modeling, and time, and the U.K. government required a considerable period of time to
ensure all proposals of the Eddington Study were implemented with the necessary resources in place.

The U.K. government formally responded to the Eddington report in October 2007, by publishing a
strategy document entitled: Towards a Sustainable Transport System: Supporting Economic Growth
in @ Low Carbon World.?® The document was the culmination of ten months' of activity to design the
nuts and bolts of the government’s new approach. The design phase was led by an enhanced strategy
team within the DfT, working closely with the Treasury (ultimately the implementation was agreed by
the Cabinet). It also reflected a period of stakeholder consultation.

The government’'s new approach represented a series of far-reaching policy, administrative and
procedural changes. However, the goal was not simply a new process. Ultimately, the success of the
reforms would be seen in a new portfolio of interventions that made a more effective impact on
achieving the U.K.'s economic, social, and environmental goals. This section outlines the reforms but
also explains how the intervention portfolio changed in light of the new process. It is important to
note that these reforms reflect varying degrees of implementation.

A. A New Policy Process

The centerpiece of the government's plan will be a new, evidence-based, cross-modal transportation
planning and decisionmaking process, or "cycle,” modeled on the rigorous process recommended by
the Eddington Study. Each cycle will identify, develop, and prioritize intervention and investment deci-
sions for a future five-year period, reflecting the long term nature of the transportation sector. The
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government announced that the first five-year period to be approached in this way would be 2014-
2019. However, the planning would start immediately, to ensure that investment and reforms could be
implemented immediately in 2014.°

The key elements of this new cycle are as follows.

First, to deliver Eddington’s focus on societal goals not transportation outcomes, the cycle has
a new set of formal targets for the DfT replacing the old, modal, and transportation outcome driven
targets. In particular, this was reflected in a target to increase the “value for money” (VFM) of invest-
ment decisions annually. The focus will be on prioritizing those interventions which offer the highest
benefit-cost ratio. The indicator used to measure the achievement of this target is the annual change
in the average return on investment across the DfT portfolio. This target is a fundamental switch away
from expressing targets by mode (e.g. road congestion) or types of intervention (e.g. levels of invest-
ment). Instead, what matters is the economic and social return on interventions, blind to the nature
of the intervention, thus incentivizing the prioritization of the most effective solutions to support the
economy and avoiding the false incentives inherent in proxy measures.

In addition, the DfT adopted a target to reduce carbon emissions, including the adoption of a year on
year target for the reduction of carbon emissions from the sector. This represents the first ever carbon
reduction pathway for the transportation sector in the U.K. Again, this replaced the use of transporta-
tion outcome targets (e.g. bus patronage or mode switching) as a proxy for carbon emissions. Instead,
policymakers are now incentivized to prioritize the solutions which most impact on the true goal:
reduced emissions.

Second, to identify the best interventions, the first stage of the new cycle will analyze the key
problems facing the U.K. system in the three strategic priority areas: congested and growing cities and
metros, the key interurban corridors, and the key international gateways. Following this step, the U.K.
government plans to develop a series of potential interventions for each problem in consultation with
delivery partners and other stakeholders. The goal is to prioritize pricing and other better use mea-
sures before investment in new capacity.

Third, to ensure that the best interventions are identified and all impacts are assessed in accor-
dance with Eddington’s comprehensive approach, all options will be subject to comprehensive eco-
nomic appraisal in accordance with new appraisal guidance. The new guidelines incorporate Wider
Economic Benefits (WEBSs) identified by the Eddington Study, such as labor market, international trade,
and competition impacts. In addition, they incorporate wider environmental and social impacts, includ-
ing the costs of carbon emissions. As result, appraisal will assess and present the impact of policies
and projects on all of society's goals, allowing policymakers to identify which intervention makes the
most positive impact.

Fourth, to help prioritize interventions across modes and to focus on high VFM interventions,
wherever possible, decisionmaking for all modes will be aligned to the five year cycle. Once a short list
of possible interventions covering different networks and modes has been identified, all those inter-
ventions will be considered at the same time, so that comparisons can be made. Those interventions
which will make the biggest impact—measured by the BCR-will be prioritized.

This process is fundamental in order to shift strategy and decisionmaking onto a cross-modal,
goal-based footing. To deliver this new cross-modal strategy and planning, the DfT undertook a radical
reorganization of responsibilities within the Department, centered on the new economic priorities.

Before Eddington, the Department was organized largely upon modal lines, reflecting the delivery
structures. Thus there was a “director general” for each mode: roads; rail; buses and local transporta-
tion; and aviation and maritime. Strategy, planning, and delivery were organized along these lines,
making cross-modal planning very difficult. These modal silos were replaced with structures based
around the three strategic economic priority areas and the multimodal realities of users.

In the new structure, one director general oversees City and Regional Networks, including strat-
egy and planning for roads, rail, and buses in cities; another director general oversees International
Networks and Environment including aviation, maritime, and the surface access links to ports and
airports; and another oversees National Networks including the key intercity and interregional road,
rail, and air links.* To ensure coordination where these networks overlap—e.g. where surface access
to airports was also a city network issue—these three units are coordinated by a central strategy and
planning team.
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B. A New Portfolio of Interventions

The government started to implement the new strategy in 2007 and 2008. A number of major deci-
sions were either required for legal reasons (for instance, a statement on the future of the railways to
provide guidance for private operators) or for urgent policy reasons, such as the policy toward a third
runway at London'’s heavily congested Heathrow airport. It is already clear that the new approach,
even though the first formal five year cycle will only affect interventions in 2014-2019, is having a sig-
nificant effect on transportation policy decisions. A number of examples illustrate this.

In July 2007 the government published its Railways White Paper, as it is obliged to do every five
years by law in order to give the private rail operators a firm picture of the future.’' The White Paper
committed to major investment in increased capacity in the cities (one of Eddington’s strategic pri-
orities), but also contained, following Eddington, a strong focus on smaller schemes and better use
measures aimed at congested pinch-points in the network. For example, the Paper announced the pur-
chase of over 1,200 new commuter rail cars in order to rapidly deliver greater capacity without major
capital works, platform improvements to reduce congestion and shorten dwell times, and junction
improvements to unlock capacity by releasing pinch-points caused by same-level junctions.®

On the roads, the government heralded the greater use of pricing and demand management mea-
sures to alleviate congestion, rather than new capacity. For example, it confirmed its commitment to
the introduction of congestion targeted road pricing in three more U.K. cities before 2012. This was
to be accompanied by significant associated mass transit improvements funded by the Transport
Innovation Fund (TIF).

This new transportation fund provides financing to local governments to develop innovative local
and regional transportation strategies.> The TIF supports the costs of demand management measures
such as congestion pricing schemes, provides incentives to local governments to use new funding
sources, and to create projects of regional and national importance. While the idea was proposed in
2004, the TIF money (up to £200 million annually—about $305 million) became available to local gov-
ernment projects in the fiscal year 2008.34 In 2008, the government extended the funding horizon for
TIF from fiscal year 2014 to 2018, in order to maintain funding for long term planning.3®

The government introduced Active Traffic Management (ATM) as a pilot roads program in the
Birmingham area in 2006. ATM is an integrated system that uses strategies like remotely controlled
variable speed limits to ease traffic congestion and to maintain flow, as well as opening up the hard
shoulder as an additional lane during busy times. The two stages of the Birmingham pilot (a six month
and a twelve month trials) suggested that relatively low levels of investment in things like gantries,
electronic signs, cameras, and remote operators could result in significant improvements in average
speeds, journey time reliability, safety, and environmental performance.* This could be possible while
accommodating the same level of demand.

The government has also shown that it understands Eddington’s message that small steps are not
always sufficient. In October 2007 the government announced the go ahead for London’s Crossrail
project, an almost £16 billion ($24.76 billion) new underground rail line across London, extending from
Heathrow airport, through the City of London and out to Canary Wharf, London’s fast growing new
financial district.> In addition, despite environmental groups' opposition and the long consultation
process, the Secretary of Transportation declared the government's support for the creation of a third
runway at London's Heathrow airport in January 2009.38

C. An Enduring Legacy, but not Without Challenges

Confirming the enduring legacy of the Eddington Study, the government's transportation plan, Deliver-
ing a Sustainable Transport System, published in November 2008, set out the government’s plans to
2014.* The plan strongly reflects the new, Eddington-inspired approach.

The document focuses on the challenge of delivering strong economic growth while at the same
time reducing greenhouse gas emissions. It identifies the U.K.'s “strateqgic infrastructure,” which is a
network based on Eddington’s original three strategic priorities: 14 national transportation corridors
connecting the U.K.'s 10 largest metropolitan areas and 17 key international gateways.

The plan commits to concrete investment and policy plans to 2014. Reflecting the Eddington Study,
it focuses on making better use of the existing network, combined with a targeted program to improve
capacity, reliability, and safety in the most congested areas. In addition, the strategy paper includes
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a detailed case study of analysis of the London to Manchester corridor. The case study is included to
specifically demonstrate how the new approach works in practice. A careful, objective-focused, and
modally-agnostic policy process leads to the identification of high return multimodal policies, similar to
Eddington’s “sophisticated policy mix."

That said, applying Eddington’s transformational approach has not been without its challenges.

For example, the government’s “pathway"” to road pricing was based around a phased roll out of
charging schemes in large metropolitan areas.*® However, in both Manchester and Edinburgh progress
toward congestion charging schemes has been very difficult, not least due to public opposition to
the specific plans. Greater Manchester voters roundly rejected the pricing scheme there in a regional
referendum in December 2008.#

Another potential challenge exists concerning high speed rail. All three political parties publically
support such investments, and top officials at the DfT have called for analytical work in the case for a
second new high speed rail line in the U.K.%? At first sight, such enthusiasm for a particular mode may
seem to be a challenge to the “modally agnostic” approach advocated both by the Eddington Study
and the government’'s own policy plans. However, this enthusiasm may not necessarily challenge the
integrity of the new transportation strateqgy if the investigation finds a strong economic and environ-
mental case for high speed rail and assesses it to be a better investment than other available options.
If politically-motivated decisions overrule the evidence in regard to impacts, this would be poor policy
and the bad old days of modal prejudices would have returned.

Last is the challenge of ensuring the Eddington Study's legacy endures beyond the walls of the DfT.
There have been three transportation ministers since the report's publication in December 2006 and
a change of government, so continuity is a potential problem. But perhaps looming larger are the
complexities inherent in persuading politicians to rely entirely on quantified economic appraisals to
determine how these infrastructure investments are made.

VI. Eddington’s Lessons for the United States

here are important lessons from the U.K. experience in transportation policy reform for

the United States. The lessons are not perfect matches, however, since the systems of gov-

ernment in the two nations differ substantially. In the U.K., the central government collects

and distributes almost all public funds and takes the lead on all major policies, including
health, education, crime, economic development, as well as transportation. In fact, the U.K. is one of
the most highly centralized countries in the industrialized world, operating under a parliamentary
system of government.*?

In contrast, the U.S. system is far more disaggregated. This pertains both to how Washington oper-
ates and the relationship between the executive and legislative branches, as well as the federalist
system and the relationship between the federal government and the states, not to mention local
governments and over 300 metropolitan areas. This means the federal government has a difficult
time developing broad-based policies that truly meet national interests, as opposed to those of
individual states.**

However, like the U.K., the future performance and sustainability of the U.S. transportation network
is a cause for real concern. The quality of the policy development process is under scrutiny, with
modal thinking in the ascendancy and economic analysis playing only a minor role in decisionmaking.
Transportation is seen as end in itself, rather than in service to economy and other national priorities.

Fortunately, a recent flurry of reports and legislation has amplified the need for an Eddington-
like approach for the U.S., though not always referred to as such.> Notably, the National Surface
Transportation Policy and Revenue Study Commission’'s 2008 report Transportation for Tomorrow
stated that “in addition to putting more money into the system, we also must create a system
where investment is subject to benefit-cost analysis and performance-based outcomes.”"#¢ The
U.S. House Transportation and Infrastructure Committee’s draft proposal for reauthorization of the
federal transportation law aspires to “transform Federal surface transportation to a performance-
based framework."#

The reason for this receptivity is the recognition that U.S. institutions, methods, and programs for
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transportation are in many ways a half century old and are tailored to the challenges of a bygone era.
There are three major problems:

In transportation policy, the federal government is often absent when it should be present, lack-
ing any overarching vision, goals, or guidance. Put another way, the program does not recognize that
there is a role for the federal government in areas inherently national in scope. Clearly this is partially
due to the fact that, unlike the U.K., the U.S. system has long been considered to be a federal-aid pro-
gram with the states assigned the primary role in transportation planning and programming.

In addition, as a program with its roots in the 1950s, the U.S. surface transportation program is
woefully outdated. U.S. transportation policy has only haltingly recognized metropolitan areas’ cen-
trality to transportation outcomes, continues to emphasize the individual modes while at the same
time compartmentalizing the federal highway, transit, railroad, and aviation programs. Like the U.K.
in pre-Eddington days, the United States has not embraced market mechanisms or a range of pricing
schemes to better operate and manage the system. A recent report shows that highway funding in the
United States is shifting markedly away from user fees.*®

The third problem is that the lack of a 21st century approach to government means the U.S. program
is underperforming and failing to maximize efficiencies. Formal benefit/cost analyses are not used and
regular evaluations of outcomes are typically not conducted.*® On the whole, transportation, almost
uniquely among federal programs, has failed to adopt the past half century’s advances in economic
analysis, evidence-based evaluation, and data that support those decision tools.

There is no doubt that an Eddington-style approach to transportation policy represents a radical
reform for the United States. Given the different systems of government, the complex relationships
between the federal, state, local, and metropolitan actors, and growing disconnection between funding
and revenues, the wholesale adoption of an Eddington approach is unlikely. However, there are several
key considerations wrought by Eddington that have direct applicability to the ongoing transportation
policy problems in the United States.

To address the absentee nature of the program, the U.S. government could establish and prioritize a
set of national objectives that articulate what the nation wants the federal transportation investments
to achieve. To truly produce real prosperity, federal leadership, as with the interstates in the 1950s, is
more necessary than ever and should advance an updated vision identifying strategic, transformative
infrastructure investments of critical importance to support the competitiveness and environmental
sustainability of the nation.?°

To update the program to meet the realities of today, policy should get the prices right (especially
congestion pricing on the roads and environmental pricing across all modes) to allow for better
management of the metropolitan network. At the same time, a modally neutral approach would help
advance the broad national goals: in other words, examining particular policy areas through the broad
lens of the policy outcomes (e.g. economy, environment, equity) rather than that of a particular mode
(e.g., highway, transit, bike/pedestrian, and air). Without a doubt, specific and different modes are criti-
cal to delivery, but that should not be the starting point.

To optimize Washington's own performance and that of its partners the United States needs to make
great strides and objectively measure progress toward the national goals and implementation of the
program.>" While no simple analytical tool can provide all the answers, in this era of fiscal austerity the
federal government should take steps to ensure that grantees apply rigorous benefit/cost analyses to
any project that uses federal funds. In this way, there can be some assurances that high returns are
being generated and that investments are properly evaluated.

In this regard, two important efforts initiated in 2009's American Recovery and Reinvestment Act
(ARRA) should be monitored closely. One is the $8 billion intended to jump start an American high
speed rail network. The other is $1.5 billion in so-called TIGER (Transportation Investment Generating
Economic Recovery) grants. Both of these new federal initiatives are competitively-driven with selec-
tion criteria based on key indicators of economic return, energy independence, environmental qual-
ity, and others.> Both were oversubscribed with applications for far more funding than available. In
TIGER's case it was 38 times greater. While initial examinations of the project decisionmaking look
positive, detailed evaluations should be conducted to determine the extent the awards were made
based on merit and the efficacy of those projects. Proven success with respect to the programs may
help alleviate the pressure to allocate funds in other areas based on political considerations, rather
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than the kind of quantitative evidence endorsed by Eddington.

Yet, perhaps the most important lesson the United States can learn from the U.K. experience is that
the British team was not worried about transportation when they began the work. They were con-
cerned about the economy. In other words, they did not set out to address problems like congestion in
and of itself: but, for example, worried about the effect of congestion on users, its critical metropolitan
areas, and goods movement. With the United States facing crushing fiscal challenges today, examining
the economy through a transportation lens—with recognition of environmental and social factors—is
something policymakers in this country should deliberate.

VII. Conclusion

he performance of a nation's transportation system matters to its economic, social, and en-
vironmental success. In response to widespread concerns about the performance of its own
system, and following the recommendations of Sir Rod Eddington’s independent review, the
U.K. Government is reforming its approach to transportation policy. Moreover, the reforms

have begun to bite: leading to a sea-change in the direction of policy with interventions carefully
targeted on key priorities such as cities and international gateways, and the adoption of a mixture
of the most promising interventions, including a far greater use of intelligent better use and demand
management measures.
The transportation reforms of the late 2000s provided the U.K. with a new start. It has adopted a
policy process which is able to identify the best solutions to its challenges. It has already started to
implement promising interventions that will make an immediate impact on its economic and environ-
mental goals, such as active management of highways and junction improvements on commuter

rail lines.
It is important for U.S. policymakers to understand that implementation is not straightforward. It
requires political and bureaucratic support and patience. It also requires significant new data and
modeling capabilities, a stronger strategy and problem definition capability, and a wholly new long-
term administrative process. Such changes take time and resources, and need careful explanation to
internal and external stakeholders.
Yet, given the challenges the United States is facing today, there may be no better time to start.
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to Reform: Blueprint for a 21st Century Federal
Transportation Program,” Washington, 2009.
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