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20 Miles More i Written evidence

20 Miles More is a campaign supported by a coalition of leading business figures and
academics to have the proposed HS2 netkvextended to include Liverpool. At present
Liverpool is the only major city in the North and Midlands not directly connected to HS2
and it is estimated that a link serving the city would help increase the city region's GVA by
an additional £8bn over 2f@ears.

The format of our submission is that of the Q&A posed in the Call for Evidence.

www.20milesmore.com
info@20milesmore.com

1 Is there an economic case for HS27?

1.1 HS2 has the capacity to deliver substantial economic benefits to the UK ecofdray.
HS2 Regional Economic Impacts report by KHM®alues this at up to £15bn per year.

The HS2 project has a total cost of £50.1bn. An annual benefit of just £1.4bn would give a
positive pay back over a 8@ar period. A positive economic benefit fraf52 project

seems assured.

1.2 However, significant opportunities to maximise the economic benefits and rebalance the
economy are being left on the table by the HS2 project. Liverpool and its city region, the

U K & "slargest metropolitan area, has thetpatial to play a major part in HS2 and
rebalancing the economy, however it has no direct fsgbed link.

1.3 Liverpool trains will use the new HS2 tracks for part of their journey from London,
switchingtothe 18cent ury oc | as s ieldorCrewe. Wheh compating at Li
other major cities in the North which are directly linked to HS2, such as Leeds and
Manchester with Liverpool &s service, the con

Table 1 Benefit comparison Liverpool, Leed s and Manchester

Benefit Liverpool Leeds Manchester

London journey time improvement 25 49 60
HS2 trains per hour 2 6 6
Maximum seats per train 550 1,100 1,100
Released rail paths for commuter / freight ser No? Yes Yes

1.4 This material difference in connectivity is borne out by the resulting economic impacts.

1 Average journey timeasLivgero ol 6 s t wo hourly trains are have significant/
2 Liverpool has no released capacity or ability to access released capacity on the WCML
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Compare the uplift to the average percentage GVA for Liverpool, Leeds and Manchester:

City GVA % Uplift °
Liverpool 0.35
Manchester 1.40
Leeds 1.75

1.5 Therelative lack of economic benefit to Liverpool results from the lack of a direct HS2
link.

2 Should the Strategic Case for HS2published in October 2013 by the
Department for Transport and analysis from HS2 Ltd have taken account of any
other factors in ma king an economic case for the project? Is the expected range
of the benefit cost ratio persuasive?

2.2 The economic analysis is based on narrowly defined terms of reference handed down by
the Treasury and Department for Transport. There is significasteptial to improve and
broaden these rules to more accurately model the realrld economic impacts. However,

our main contention is with the implementation of the existing rules and statistics that have
been used to decide the Phase 2 preferred route.

2.3 HS2 Limited made flawed assumptions in calculating future passenger demand from the
Liverpool City Region [2]. These include inconsistent numerical comparisons between hub
areas and the adoption of gemlitical zoning that does not reflect the full extt of the

urban boundary on both sides of the Mersey.

2.4 The result was an underestimate of the strong growth and demand for passenger travel
to and from Liverpool. These shortcomings were eventually recognised by HS2 Limited but
not until after the decsion not to serve Liverpool with a direct HS2 link was made [2].

2.5 The analysis carried out by leading accountancy firm KPMG, on behalf of HS2 Limited,
reveals that this decision could cost the City of Liverpool £50.2m annually in economic
output [1].

2.6 Research commissioned by the Liverpool City Region Combined Authority indicates
that a direct high speed link would yield an £8.3 billion boost to the local economy and an
estimated £30 million a year extra in business rates [3].

2.7 HS2 Limited havekan a passenger centric approach, without sufficient consideration of

freight capacity benefits and impacts. This is a critical issue for Liverpool and the North.
North of Crewe HS2 services swapping to the classic tracks means that there will be no
released freight capaci t yPahamdx.contairgoport, Liverpool 20 ol 6 s
will be unable to access the classic rail capacity released south of Crewe. The giant increase

in container capacity at Liverpool 2 will need to be accommodated errdlad network

3 Average of Low and High sensitivity scenarios as per KPMG report[1]
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3 What are the likely economic benefits of HS2 to the Midlands, to the North of
England and to Scotland? Do they also depend on complementary action by
governments, local authorities and Local Enterprise Partnerships, for example
measures to attract investment and skilled workers?

3.1 High speed rail allows the North and Scotland to be, journey-iviee, closer to the
southern half of the country. This could potentially assist in lessening the Ngwthh

divide, although it is not the whelsolution and other measures will need to be included to
realise this aim, such as local efforts to attract local investment and a nurturing of local
talent and entrepreneurialism. More devolution to local and regional authorities will
probably also be rguired in order to make this happen.

3.2 HS2 could also be the launch platform for better links between the great cities of the
North. This could allow the cities of the North to function more as a regional economy

than they currently do, making the arearoparable to similar successful polycentric regions
such as the Randstad in the Netherlands and the RRimer region in Germany. This could
make the North a more attractive place for businesses to locate and for skilled professionals
to live in.

3.3 HS2 wll allow the possibility of increased local and regional services, where long
distance services transfer onto the new right of way. This will further boost links between
the major cities and commuter towns, and access to the ports and airports. However,
Liverpool will need a direct HS2 link in order to see the full benefits of this.

3.4 In principle HS2 should deliver more freight paths on the classic rail network. However,
as mentioned in 2.7, the North will be unable to access this due to the bottlehetkeen
Weaver Junction and Winsford north of Crewe that is not relived by HS2 [2].

4 Might some parts of the UK suffer economic disadvantage from HS2?

4.1 The HS2 Regional Economic Impacts report by KPYi@emonstrates how cities not

on HS2 could suffeeconomic disadvantage. For example Liverpool, in the scenario where
businesses are highly sensitive to transport costs, is estimated to lose £50.2m annually from
its local economy. Over the 6Qear period that HS2 is evaluated over this equates to
£1.9bn(net present value) lost to the local economy.

4. 2 Why should this happen when Liverpool re
neighbouring cityegions all gain a substantial competitive advantage over Liverpool as

illustrated inTablel. I n the words of Patrick McLoughl:
Magnet so, but the magnetic attraction of nei
will attract growth from Liverpool.

5 Is London likely to be a main economic beneficiary of HS2?

5.1 London is a city with superb connectivity to almost every other city in the British Isles

and to major cities around the globe. There is consequently, a dangefastar and more

capacious rail links to the capital will result in greater centralisation of the UK ecoi®omy
defeating the stated aim of HS2 of Orebal anc
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5.2 The main drawback of London is the very high cost both of living and doimgbsis

within its confines. This presents an opportunity for cities outside of London to capitalise
on their much lower costs. To achieve the rebalancing, it will be necessary to increase the
connectivity of these cities to make them attractive investmadtegrnatives.

5.3 For Liverpool, not being directly linked to HS2 means that none of the stated
connectivity benefits conferred by the new r
suffer both in competition with London and other cities that aretter served.

5.4 The physical form of the proposed new route demonstrates its Lorckntric nature.
London is seen as the hub with spokes radiating out to the regional cities (Birmingham,
Manchester, Leed$) as opposed to a network providing connectyvbetween the cities of
the UK.

5.5 The lack of an HS2 link for the Liverpool City Region is also an indicator of the failure to
address the connectivity issue. How can HS2 rebalance the economy if Liverpool, the fifth
largest metropolitan area in the Uis not linked?

5.6 There is a need to increase connectivity across the Nenparticularly eastvest

connectivity between Liverpool, Manchester, Leeds and Sheffield. These city regions, with a
combined population greater than London, would have thgoal mass to act as a counter
balance to the oveheated, overdominant, London economy.

5.7 David Higginsd HS2 Plus is an attempt to
HS3 initiatives. However, details of how eastst connectivity may be deered remains to
be seen.

6 How might the expected benefits of HS2 to the national economy be realised?

6.1 By ensuring that all major economic centres in the geographical area of the HS2 network
are effectively served.

6.2 By ensuring that HS2 terminalse established in the geographic focus of the economic
centres and that the local transport networks are improved to serve those terminals.

6.3 By taking a network approach, not a point to point approach, so that over time as the
network developsjourneys between every city on the network can be accommodated, not
just to/from London.

7 How should HS2 be operated? As a franchise in competition with West and
East Coast Main Lines?

7.1 The strategic importance of HS2 to the UK economy will tenditve the case for
service provision and fare levels to be externally monitored. A franchise model in which
operators were free to increase services or reduce fares to compete with the West and
East Coast Main Lines could lead to a reduction in servicdagher fares in areas where
the competition was less effective.
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7.2 An alternative model of franchising, such as that used on the Merseyrail system may well

be appropriate. Mer seyrail s partnership ap
of passenger satisfaction [5]. The operator would be responsible for delivering a

predetermined level of service and fares with payment on the basis of key performance

indicators such as punctuality, cleanliness of trains and levels of customer service.

8 Should travellers expect to pay higher fares on HS2 than on other lines?

8.1 To justify the huge public investment in HS2, it will be important that the new trains and
infrastructure are used effectively and so fare levels should not act as a deterrasé tof
the new railway.

8.2 High fares are a major deterrent to rail use and will reduce the agglomeration benefits
that would otherwise be generated by HS2. Research conducted by the LSE shows that the
main reason for the surprisingly small numbersainmuters between Leeds and

Manchester is the relatively high fares on traRennine routes which discourages rail travel

[6].

8.3 An important part of the justification for HS2 is that the new railway will encourage
modal shift from more carbon intens forms of transport such as the car and aeroplane.
To achieve that, fare levels will need to be competitive.

8.4 The UK will reap the benefit of the large public investment in HS2 from the economic
benefits that its construction will confer on those pswof the country that it serves. This

will be realised in the form of higher tax revenues from both individuals and businesses.
Higher fare levels may contribute more to the immediate economic payback of the line but
will be unfair on the passenger whoshalready contributed for its construction through
taxes.

8.5 In line with current railway practice, yields can be improved by offering lower fares to
those travelling ofpeak and to families, students and pensioners who would otherwise find
standard rdifares uncompetitive with other modes.

8.6 An important issue for Liverpool and other cities not directly linked by HS2 will be the
ongoing | ack of passenger seats. Liverpool 0:
crowded of all HS2 routesaccordin t o HS2 Li mited. It i s an e
routes will have the fewest discounted fares, as demand outstrips supply, and other routes

with greater capacity will have a greater number of discount fares to fill otherwise empty

seats.

9 Does the prospect of HS3 affect the economic case for HS2?

9.1 Connectivity across the North is key to rebalancing the economy. If the UK is to reach
its full potential then the great cities of the North need to be an effective economic
counterbalance to Lormh. This requires transport infrastructure, to grow labour markets
and support agglomeration. The HS2 Plus, One North and HS3 proposals are attempts to
progress this concept.
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9.2 Liverpool i's uniquely posiuri®nted,t hes HIZE
truck route would be on an eastvest axis. So a Liverpool HS2 link would not only put

Liverpool on the HS2 network but would be the start of HS3, from Liverpool to

Manchester, Leeds and beyond. This dual use and benefit has not beeateceth&ly HS2

Ltd and should shape the proposals north of Crewe to maximise the economic benefits for

the nation.
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51mA Written evidence

51m is an alliance of 18 local authorities deeply concerned with the proposed
HS2 rail project. The group wants to emphasise the impact this proposed
scheme will have on every taxpayer in the country for years to come

Q1. Is there an economic case for HS2

1. 51m authorities do not believe the case for a new north south line has been made and
submitevidence below in relation to current and future capacity issues on the West
Coast Main Line

Summary

2. Whilst the original arguments for HS2 focussed on journey time improvements, the
Government has more recently consistently argued that HS2 is primarily about the
provision of vital additional capacity on the West Coast Main Line between London and
the Midands and the North.

3. For example, Patrick McLoughlin, the Secretary of State for Transport, stated in a
speech to thdnstitution of Civil Engineers on T1September 2013 The reason we
HS2 isndt for its spee daythexplaneButeht mdingeasoh f a
we need HS2 is as a heart bypass for the clogged arteries of our transport system..without the
capacity provided by HS2 the main road and rail lines linking eight of our 10 largest cities will
quite simply be overwhelme6

4. SimilarlyBaroness Kramer said in the House of Lords dhJeine 20140 Busy arter i e
such as the West Coast main line will be overwhelmed in the next decade if we do not build
new capacity between our cities in the form of new rail, which saetyttveenew north
south rail Hi gh Speed 2.6

5. However, the capacity argument is fundamentally flawed for the following reasons:

1 The West Coast Main Line is tHeastcrowded InterCity route to London;

1 Growth of long distance rail travel has plateaued otlex past two years, despite
the upturn in the economy; and

1 If additional capacity is needed, there are much quicker and less expensive ways of
delivering this than HS2.

These points are discussed in more detail below.

Current crowding

6. There is consistenévidence, compared with other routes, that there are no major
overcrowding problems on the West Coast Main Line to and from London.
1 The most recent comprehensive data provided by Network Rail for morning peak
demand and capacity for each London termirelvgs that services into Euston have
almost the lowest ratio of demand to capacity of any route into London (Annex 1)
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1 The average loading of Virgin West Coast trains in 2012/3 was only 166 passengers;
the majority of trains used on the route have 589 seats.

1 Data released to the High Court as part of the 2012 Judicial Review challenge to HS2
showed that the average evening peak load factor (the ratio of passengers to seats)
for InterCity services from Euston was only 52%:

Peak trains (1630 1843) Averageload factor
Manchester (9 trains) 45%
Liverpool (5 trains) 44%
West Midlands (9 trains) 64%
Preston/Glasgow (6 trains) 57%
Chester/North Wales (3 trains) 42%
All peak trains 52%

7. These counts were carried outrainbusddorrtee 35 o u:
route were lengthened from 9 to 11 cars, giving an additional 150 standard class seats

8. Furthermore, information obtained under the Freedom of Information‘Attowed that
the peak loadings into and out of Euston slightly declietsveen 2011 and 2012:

Euston peak loadings ® 2011 2012
Total Total Total Total
capacity passengers capacity passengers
Long Morning peak 12255 8327 12255 8000
distance | arrivals
Evening peak 14109 8062 14011 7961
departures
Suburban| Morning peak 23067 17839 22581 17091
arrivals
Evening peak 22511 17634 22858 16660
departures

Long distance rail travel volumes

9. The latest data from the Office of Rail Regulation (ORfRpws that long distance rail
passenger volumes have now been flat for over two years, despite the recent positive
growth in the economy:

4 DfT letter of 13" December 2013, ref F0010822
5 Capacity and loadings for three hour peak period in each case
6 http://orr.gov.uk/__data/assets/pdfefil015/13344/passengailF-usagequalityreport-201302-20-g4. pdf
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Passenger long distance rail travel (source ORR)
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10.The strong growth up to 2011/12 reflected major service improvements, particularly the
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for services between London and the West Midlands and the North West, with
improvements on other key routes also. There is clear evidence that these

improvements have now worked through, with volumesw havi ng

stated | evel

11.The ORR data for the Virgin franchisalso confirms very low growth on the West

Coast Main Line; passenger journeys grew by only 0.66% in 2012/13 compared with the

previous year.

12.In contrast, the HS2 businesase is based on an assumption of continued compound

annual growth of 2.5%.

Provision of additional capacity on the existing network
13.As part of its

comprehensi ve i

nput to

HS2 in 2011, 51m submitted afternative strategywhich demonstrated that, even if

the high growth forecasts by DfT/HS2 Ltd proved to be realistic, the passenger numbers

could be accommodated on the existing network.

14.The first key element of this strategy relates to train formations:

1 Reconfiguration of one of the four first class cars to standard class in each train

1 Lengthening West Coast Main Line InterCity trains from the current 9/11 car
formations to 12 cars foall routes except Londoid Liverpool (lengthening
platforms at Liverpool Lime Street would be prohibitively expensive).

t

reached

he

15.These changes would increase the standard class seating capacity for each train from 294

for an existing nine car train to 594; for axisting eleven car train, the increase is from

7 http://dataportal.orr.gov.uk/displayreport/report/html/3137c49448425e aa73963486fa729a

8 http://www.51m.co.uk/wgontent/uploads/2013/08/ch1.pdf

a
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444 seats to 594. Given the current low loadings on the route, these changes potentially
allow for passenger numbers to double on the route.

The first element of the train formation strategy is alreadyeimgnted in part under the
recent oDirect Awardo to extending the Vir.
agreement, Virgin will convert 21 first class cars to standard class.

16. The strategy also proposed potential infrastructure enhancemenédloov the

operation of more InterCity and commuter services and create additional capacity for

freight:

1 Construction of a grade separated junction south of Milton Keynes to enable
operation of additional fast commuter trains to Milton Keynes and Northampto
Construction of a oStafford bypassdéd to el
Construction of an additional track between Attleborough and Brinklow (south of
Nuneaton), providing an additional northbound tracks on this section.

1
1

The 51m strategy wdeliberately cautious about capacity utilisation on the West Coast Main
Line, hence the proposals allowed for a significant increase in capacity at key bottlenecks.
However, from"&September Network Rail are doubling the frequency of fast conmsuter trai

to Milton Keynes and Northampton in the busiest part of the evening peak period without
construction of the grade separated junction proposedd®ntilame presumably confident

that these additional services can be operated without impactingmmoteatity. In

addition, Network Rail have agreed with Alliance Rail Holdings (an open access operator and a
subsidiary of Deutsche Bah, that there is capacity to operate an additional 12 InterCity trains a
day on the West Coast Main Line (six ind@action between Euston and Blackpool and six
between Euston and Leeds via Manchester Victoria and Hutddersfield)

17.1tis clear from the developments described above that the 51m alternative strategy is
realistic, indeed cautiousNetwork Rail have agreesignificant additional services
without the infrastructure enhancements proposed by 51m.

9 http://www.alliancerail.co.uk/20138/12062014blackpooito-london-andhuddersfieleto-london-direct-rail-services
moveastep-closer/
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Annex 1

ERlE 2 e
28| 23| 8 25
. - : : 22| g5 3 g6
Route into Service group - IS i e ) (oaal = =
London Paddington Relief line trains 9,900 9,900 100% 3,100 4,100
Main line + other fast trains 18,600 18,400 99%  12% 8,300 9,000 17%
Heathrow Express 8,400 2,500 30% 2,800 800
London Marylebone All services 14100 11,500 82% 3% 6,700 6,100 4%
London Euston Long Distance 12,400 7,500 60% o 5,800 3,700 0%
Suburban 22,100 15,000 68% 10,600 8,100
London St Pancras High Speed 1 (domestic) 13,800 5,700 41% 0% 5,700 2,500 0%
International Thameslink MML 27900 19600  70% 0% 11,700 9900 0%
MML Long Distance 5,500 4,400 80% 0% 2,906 2,300 2%
London King’s Cross Great Northern 21,700 15,800 73% 0% 9,800 7,900 0%
ECML Long Distance 7,500 4,800 65% 0% 2,700 2,000 0%
Moorgate All Services 17,000 15300 90% 4% 7,700 7,900 6%
London Liverpool Street  West Anglia 41,900 28,900 69% 2% 15800 14,300 4%
Great Eastern Main Line 42,000 32,700 78% 6% 18,900 16,500 8%
GE Inners 29,400 27,700 94% 12,100 12,900
London Fenchurch Street  All services 34,800 29,100 84% 3% 16,200 15,300 3%
London Bridge Charing Cross 61,400 50,100 81% 1% 29,300 26,200 2%
Cannon Street 57,900 41,200 71% 1% 24,500 20,900 2%
Thameslink 3,900 3,100 80% 2% 0 0 N/A
Terminating (fast via East Croydon) 28700 25,700 89% o 13,000 13,300 2%
Terminating (inners) 25700 16,000 62% 10,400 9,200
London Blackfriars All services (via Elephant & Castle) 26,000 19,800 76% 4% 10,700 10,400 6%
London Victoria Kent routes 28,800 20,400 1% 1% 11,800 10,300 2%
Fast trains via East Croydon 40,100 29,000 72% . 16,700 14,200 "
Stopping trains via Balham 23,700 18,400 78% 10,300 9,700
London Waterloo Windsor Lines (all services) 40,700 28,600 70% 16,200 13,600
Stopping trains via Wimbledon 74100 44,800 60 % 3% 29,200 22,700 5%
South West Main Line 32,600 29,600 91% 13,400 14,800

Main Orbital routes

West London Line
East London Line
North London Line

6,800
15,900
8,000

5,700
8,800
6,600

84%

55%
83%

7%
4%
2%

2,500
5,300
2,700

2,700
4,200
2,700

105%
79%
100 %

13%
8%
4%

September 2014
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Examination of Witnesses

Councillor Martin Tett , Leader, 51m Alliance of Councils, abdRichard Wellings
Deputy Editorial Director, Institute of Economic Affairs

Q88 The Chairman: Councillor Tett, Dr Wellings, thank you very much for joining us
for this second session of the fourth meeting of this inquiry. | was just asking what 51m
stood for.

Councillor Martin Tett: As a marketeer by backgroundbélievein a good brand. 51m is

an alliance of 19 local authorities that lie along the route, which have got together in order
to, first of all, initially to understand the proposal and subsequdatampaign against it.

We are currently now engaged in petitioning on it.

Why it is 5Im, which is the nub of your question, is that on the original costings, which are
substantially less than the current costings, we calculated that for every parliamentary
constituency in the United&kingdom, including Northeritreland and Scotland, albeltety

are devolved, it would cost £5tillion.

The Chairman: Thank you very much for that. Would either if you like to make an
opening statement?

Councillor Martin Tett: | wanted to make two very brief comments to you. It is often said

that people who oppee HS2 are groups of trekugging NIMBY's who are fundamentally

opposed to infrastructure projects and particularly averse to rail. | just wanted to say that,

as local authorities, we are well used to taking tough and often very unpopular decisions

that are not always appreciated by our residents. Certainly | have had effigies of me hanging

from trees around my county, because of some very unpopular infrastructure decisions |

have had to take. We always say that, if you are going to take these sortgisfales with
taxpayersd money, you have to make sure that
genuinely bring the benefits that are identified in those business cases, and that you have
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looked at all the available opportunities and have done creditmeparisons of those
alternatives with the option you wartb adopt. As local authoritieghat is the original
starting point we had. We did that and we found HS2 consistently wanting in all three.

Just on the issue of trains, again people say thatdarticular, am antrain. Let me just

observe that we are currently very active promoters of and supporters of anwast rail

scheme running initially between Oxford and Cambridge, via Bedford, and | am actually
investing £15 million worthofour ax payer s money i n promoting
down to Aylesbury. That will have a very significant impact on the north of the county, so it

is completely untrue to say that we are airiain or indeed antinfrastructure.

Dr Richard Wellings: An economically rational transport investment policy would allocate
scarce resources to those projects with the highest returvist even if one accepts the
official estimates, and in reality there are major douddgsowhether the benefits will
actuallyoutweigh the costs, it is clear that High Speed 2 offers poor value for money
compared to alternative transport schemes. Data in support of éinésavailable from a
comprehensive study by JoBrodgson,Rates of Return on Public Spending on Traarsghort
several other sources. The issue of opportunity cost is therefore the Achilles heel of HS2.

Clearly the vast resources required could be better deployed elsewhere. If the aim is to cut
journey times, then other schemes would deliver far more valuahlengsor less

expenditure. If the objective is to address overcrowding, then there are far more cost
effective ways of increasing capacity and making more efficient use of existing links. If
regeneration of the north is a priority, then greater gaimsuld come from investing in local
schemes that would deliver subsitial agglomeration benefits.

In summary, High Speed 2 fails the test of economic logic. It has been driven by a mixture
of politics and special interest pressure, rather than rationahemic analysis.

Q89 The Chairman: Thank you very much. | think we shall return to some of those
issues as we go through the questions. Can | just start with capacity? There seems to be
quite a divergence between a lot of the commentators and the Departrf@riransport.

The Department for Transport argues that there is severe overcrowding; many of the trains
are only available to people who want to stand. Others say that this is not the case. In fact,
in the previous session, we ledrinat most of thetrains are about haffull. What is your

view on capacity?

Councillor Martin Tett: Shall I just kick off on that theldr Wellingscan come in? This is

an area where there have been many twists and turns in the case generated by the
Department for Transport. There have been a number of, | would say, quite frankly
misleading statements. | have seen statementsvitestt Coast Main Ineis already full. |

have seen statements that it will be full in 10 years. | have seen statements that our
alternative, which I am sure we will discuss, could not possibly handle any of the growth on
the West Coast Main Line All of those are complelly inaccurate.

My daughter used to go to Manchester University. She recently left. She always travelled
on the West Coast Main Linéo Manchester. | have experienced that train on many
occasions. When you actually look at the reality of it, you finldl that actually the intercity
capacity between London and the north on tiiéest Coast Main Linés one of the least
crowded lines coming out of London. The two busiest lines are actually Paddington, which
has a99% load factor, and Waterloo, with a @ilload factor. If you want to see really
crowded trains, look at those two lines.
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What the Government do, quite deliberately, | believe, is blur the distinction between
commuter capacity and intercity capacity, and they are fundamentally differentn Wvie

talk about these crowded trainst is absolutely true if you are looking at commuter capacity
to London. If you are coming in from places like Hemel Hempstead, Milton Keynes and
Northampton, you will experience problems on those lines. The issugtake here is what
the actualcapacity requirementare on the intercity to places like Birmingham and
Manchester

The Government repeatedly refused to release the passenger load factors on those trains.

The only place we got them eventually washe High Court, when we had to, with great

reluctance, take them to judicial review. Literally in the court, at the last minute, they

revealed those numbers. They actually showed passenger load factors, at peakfpésiods

example a Friday evenimgvas 52% The problem is on the commuter lines and you would

not spend £50ilionrnwor t h of taxpayersd money to reliev
into Euston. There are much quicker and cheaper ways of solving that problem. You would
certainly look at the aremthat are most crowded and, as | said, those are places like

Paddington and Waterloo.

The Chairman: Dr Wel | i ngs, how would you describe

Dr Richard Wellings: | would like to agree witfCouncillor Tett, in the sense that clelr

the data show this is one of the least overcrowded routes coming into and out of London.
If overcrowding were the main priority, then addressing the problems on this route would
be quite low down the list. Clearly compared to things like the Londomé&hground, the
overcrowding is relatively trivial. We have hundreds of thousands of people standing for
quite long periods 30 or 40 minutes every morning peak.

The main point | would like to make is that a lot of these problems are, in a sense, @rtifici
and created byovernment intervention. Even now, roughly 40% of spending on the heavy
rail network is funded by the taxpayer. You have price controls on the networks, so the
Government decided not to introduce supgreak prices to try to flatten thg@eaks, spread

the load and make better use of existing capacity. You have a particular problem on Friday
night with the saver fares, when there is this sudden threshold and everyone suddenly
crowds on to that first train where you are allowed to use thaver fare.

Also, government policy since the early 1990s has been distortinglesedplanning to force
more and more development into rail corridors. Rail users also get tax breaks, so you have
road users paying massive fuel duty; rail users do nohgay VAT. It is an artificial

market. Huge amounts of money have been pumped intoMaest Coast Main Lingbut
taxpayers pay | do not knowfi maybe 90% or 95% of that bill; rail users, hardly any. This

is a hugely distorted market and the price mechaniss not been allowed to operate to

try to solve some of these problems.

Q90 Lord Lawson of Blaby: May I follow on from what you are saying? It seems to me

that you have been very much addressing the business case for HS2. As far as we have read
from the Department for Transport and from HS2 Ltd, the business case started

emphasising very heavily the time saved, which they monetised, and now they talk more
about willingness to pay. Yet when we had evidence last week from HS2 Ltd, which is the
Department forTransport by another name, they said they would not charge higher fares

for HS2 because, if they did that, then they said people would not use HS2; they would go

on using théWest Coast Main Line That seems to m& maybe | am wrong and you will be

able toexplairi evidence that there is not a willingness to pay for the improved service in
terms of higher speeds or whatever. Can you explain that?
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Councillor Martin Tett: | cannot explain that, which is part of the problem. Let us be
frank: there is history ére. There is completely muddled thinking on this business case. It
is one of the things that we originally found out and quite frankly caused us, as local
authorities, to begin to have severe doubts about the good value of spending this sort of
money. When you look at the original business case, it was predicated on the assumption
that people did not work on trains. | am sure you have heard already from previous
witnesses that the idea that in the &lcentury no one used an iPad, a computer or had
mohile phones was completely ludicrous, and there were varNswsnigh®

commentaries showing the Secretary of State for Transport and indeed the Prime Minister
busily working on train$ so that was complete nonsense and could not be defended,
although it wa in five previous versions of the business case.

In the most recent version, which was October last year, they had to admit defeat on this
one. Magically, what they managed to do was transform the savings that were originally
because peopledidnotwkr on tr ai ns. 't simply became
concept behind this is absolutely identical because, fundamentally, what you are dhging is
an employer will pay the time value for an employee to get to a journey place faster, even
thoughthey now admit that the time spent on that train is productive. That is quite
ludicrous. Itis not going to happen. It is quite mythical, and it is simply a way of preserving
the very vast amount of money that is generated for the business case bgsthanption.

It is completely ludicrous. Again, if you play in the issue of the price premium thadit

again completely contradicts the assumptions within it. This is a desperate business case
that flounders for justification.

Dr Richard Wellings: On the business case, | thought it was bizarre that we had a

significant rise in construction costs and so on during summer 2013. We also had a big fall
in the timesaving benefits, because they started to account for business travellers working
on the tran, and yet the benefitost ratio stayed almost identical. That means that either

the previous cosbenefit analyses were very far wrong or the newer one was very far

wrong. How they achieved that was to massively increase the forechgis proportion

of business travellers using the service, but | am not sure on what grounds that happened
and why, all of a sudden, there was a big change in the modelling such that there would be a
massive increase in business travellers.

| would also add that theresia problem irthe sense that the economies of thdidlands

and the North are very dominated by state spending. | wonder how many of thesmabed
business travellers are actually genuine wealth creatsmspposed tovarious state
functionaries andtateprivileged professionals and sabntractors for the state. The idea
that there is this wide reaping of benefit from these kinds of journeys from those kinds of
people who are not actually wealth creators is a problem. | would like to see someo§ort
analysis from the DfT as to the composition of those business journeys.

Lord Lawson of Blaby: Finally, do you think that your 51m alternative has a stronger,
more robust business case? If so, could you explain very briefly why?

Councillor Martin Tett: Itis not my view; it is the view of the Department for Transport

and indeed the analystiscarried out. Just for comparison, at the time, two versions of the
business case ago, the BCR for HS2 hovered around, | think, 1.2. The same analysis for our
akernative was about 5.4, and it is for a simple reason: it is a vastly cheaper scheme. If | just
outline it very briefly, it is incredibly straightforward. It basically utilises existing

infrastructure but upgrades it in a way that is incremental; itlsamlone as demand
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materialises or indeed does not materialise, depending on your view of the demand
forecasts. Itis far cheaper. It is something that actually is very easily explainable to people.

You have a situation at the moment where the confagion of trains normally involves

about four firstclass carriages, and yet the load factor in those-tila$s carriages is actually
very low. If you converted one or two of those firglass carriages to standacthss

carriages you would achieve arsfgcant increase in capacity at virtually no incremental cost.

Likewise, the length of the trains is currently around no@eriages. They could be

increased to 12 carriages, again with the exception of Liverpool Lime Street, which has a
capacity consaint on its platform where you could probably increase to around 11. Again,
by a combination of reducing the amount of ficdass and increasing the length of the trains,
it would lead to a massive increase in terms of the actual capacity on thosesroMizu

could do that at virtually no incremental addition.

You then in addition, because of the commuter issue that we touched on earlier, need to
take out some of the pincipoints along the line. These are capacity constraints that limit

the number of trains that can actually pass through a particular poinherine. There are

three particular pinckpoints along the line: one near Stafford; and another major one is

near Ledburn Junction just south of Milton Keynes; and the third one | always forget, which
is Brinklow in Nuneaton. If you actually take thos&t,ahen you can massively increase the
amount of commuter capacity on those routes as well. Pretty simple, easy steps lead to
creating the volume step change that absolutely meets the 102% increase in demand that is
forecast as the organic growth on th#fest Coast Main Linghat is contained within the

Df T6s own forecasts.

What it does not dai let me be quite frank is meet the extra growth that is generated

solely because HS2 is built. HS2 is justifying its own existence by creating its own demand.
What you will do is meet all of the organic demand that is actually generated by things like
population growth and so on along that line, and you will do it at a fraction of the cost in a
quicker way and with a much more incremental approach than you woiildkvigh Speed

2.

Q91 Lord Rowe -Beddoe: Dr Wellings, in August 2013 you said that the plausible
estimate for this HS2 project is £88lllion. Could you tell us how that was broken down?

Dr Richard Wellings: Yes. Firstly, the report points out that there asider economic

losses from the tax spending of HS2. These include deadweight ttesesconomic activity

that is suppressed by the extra taxation needs flowing from HS2. That is really a big plus on
the bill. It is hard to pin down exactly, becausel@ends what form of tax you are using to
raise the money to pay for the scheme, batgenerakconomists estimate that would add
around 33% to the overall bill so there are these wider economic losses. You also have
things like diseconomies of aggleration the fact that increased clustering also creates

costs. We do not really hear much about that; we always hear about the wider economic
benefits, but not about the costs. That is a big plus on top of the scheme.

Usually the Treasury deals withdt by disallowing or blocking schemes that have a low
benefitcost ratio, so you rarely see many schemes being built with a bewefitratio of
around 1.4, like High SpeedpBasel. That is pretty rare, if you look at the long list of
government tranport schemes. That is the first point.

The report is actually an analysis of the incentive structures facing policymakers. Itis a
publicchoice analysis. That leads to three predictions that then lead into cost risks for the
project. | should explaithe basic thesis is that concentrated special interests will be able to
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outweigh dispersed interests, so concentrated interests like the train manufacturers, the
local authorities and so on will be able to have a disproportionate influence over the

political process compared to the big loseveho are the taxpayers. Alspconcentrated

losers, the people on the route, will have a disproportionate influence compared to
dispersed losers, like taxpayers. The first prediction is that, because of these irjevagt
pressures, there will be a lot more route changes and tunnelling along the route, as we have
seen already, and that will increase costs. That is relatively minor, bustill Bsubstantial

cost risk.

The secondpredictionis that local authaties will be successful in lobbying the Government

for very expensive regeneration projects along the route, around the HS2 stations, as we

saw with HS1 at Kingds Cross, Stratford, Ebb
expensive. This will cege these sort of Potemkin villages full of public sector workers that

we see in Salford Quays and we are going to see at Stratford City agathr than, in

most cases, genuine wealth creation. It is all about the politics to create the illusion that

HS2 has delivered all these benefits, so you build these shiny offices around the station.

The largest single effalancesheet cost is the links to the HS2 stations that will have to be
built. This is partly because local authorities and regional p@am$ureaucracies, et cetera,
will use HS2 to successfully lobby cengavernment for funding for the schemes that link it
to HS2, rather than much bettevalue schemes elsewhere or the alternative of cutting
taxes. This is potentially a huge costislalso because HS2 creates problems in particular
locations, including Euston, which is already the most overcrowded part of the Tube
network. TfL will then use HS2 as a way of lobbying for Crossrail 2. Okay, it is an old
schemé@ you do not include thevhole cosfi but you have to include the cost of diverting
the route to Euston, for example, or trams that will go specifically to HS2 stations. There
are massive ofbalancesheet costs from HS2. Just the transport links alone | would
estimate in the ordeof £12 billion to £15 billion.

Lord Rowe -Beddoe: Has the subsequent economic case that was published after your
report changed your view at all?

Dr Richard Wellings: No. The report has been vindicated, because we have already seen

extra tunnelling annawced in theMidlands. There is massive lobbying for extra tunnelling in

the Chilterns as well. We are seeing more details of these huge regeneration schemes at

Old Oak Common, Manchester, Birmingham and so on. They are going to be hugely

expensive forlhe taxpayer, and it is also getting more likely that these various transport

links are going to be built as well. To be honest, most of those plans are already in the

public domain; it is just that they are not heavily publicised. The main thing ithéhat
Government now talks openly about th-ese extr
readydé, so what | would |ike to see is for t
making cities HS2ady is going to cost.

Councillor Martin Tett: Clearly | approach it from a slightly different perspective, but |

completely agree. If you look, as a case study, at what is happening in the West Midlands

with Centro, they are already, and have been now for well over a year, lobbying in terms of

the incremental costs that will be required to interconnect it to HS2. Increasingly it is called
orealising the benefiti@mopnéaHS20Dngo ddciytbiemrgdils
costs because of 6, t hen vy oliwoudookausanielohfthehave t h
other obvious examples, in Sheffield you are going into Meadowhall rather than into the city
centre. You are going to have to connect the two in some way. That again is an

incremental cost.
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Q92 Lord Carrington of Fulham : One ofthe justifications for HS2 is the future

demand for rail travel from the demand forecasts that are coming forward. We have had

evidence from Professdglaister, to name but one, saying that he did not find the
Department f or Tr an and foredagisdo be snteasomableeBoyduor de n
think that they are unreasonable and, if they are reasonable, why do you think they are
reasonable?

Councillor MartinTett: | di d not hear Professor Venabl es.
on the context in whichhe said that. If you look at the examples of forecast growth that

DfT has given, it is five times faster than the population growth. | heard the question about
population growth as | came in belatedly. Let us just look at track record. Experience from

HS1 shows that all the demand forecasts for HS1 were massively overoptimistic. They have

not been realised whatever. | heard the gentleman who was in just before me giving you

some numbers on that. There is always a tendency, and we have all wttémess cases

in previous lives, to inflate the demand to get the numbers to add up. You startatmititk

record on that.

On assumptions on pricing@gain you have to really factor those in. What is going to be
your pricing assumption? Are you gQito premiumprice or are you going to skim the
market with a high price? Are you going to go for market penetration with a low price? If
you do that, you are in direct competition with the existing lines. You have to factor in a
realistic assumption fgoricing. | do not believe they have done that and you have clearly
identified that from your previous questioning.

There is little or no assumption about the growth of new technology in this. If you think
back to what has happened in the last 10 gaartechnology, the iPad did not exist five

years ago, let alone 10 years ago. Just think what it is going to be like by the time this train
line opens in 20226, or is completed in 20334. The world will be radically different

then. When you look athat and the fact that, for example in the past, the big step change
that happened in demand historically was when\iest Coast Main Linevas modernised.
That absolutely reduced the time of the journey and destroyed the comparative advantage
of air travel for domestic flights. That air travel has, by and large, now gone. It does not
exist any longer for domestic capacity, so therefore there is no longer any step change that
is going to result from a similar improvement. If you add in all of thoderf®cand many

others | could go into, the demand forecasts have to be seriously questioned.

Dr Richard Wellings: | agree. Clearly, the possible impact of disruptive technology is an
enormous risk. Things that | would imagine are improved teleworkingrambte

meetings; even driverless cars would be a lot more convenient for a lot of business drivers,
because of course HS2 will still be a thvstage journey, which will be pretty long. You are
probably looking at approaching three hours for a person Wwhes in a Manchester suburb
and istravellingto the City of London. It is a threstage journey. A lot of journeys will be

in potential competition from driverless cars.

Another issue that Lord Lawson mentioned earlier is how HS2 will deal with ebitigm
from the existingWest Coast Main Line Remember that, in Birmingham, the existiligst
Coast Main Linectually goes into New Street Station, which is far more convenient for
people coming in from Wolverhampton, Dudley or wherever. It means ttieyot have to
take a 10minute tram ride or walk to Curzon Streedtation. Providing that the
Government allows fair competition, then cleaifycould really eainto the HS2 revenues,
particularly as people find it is easier now to work on trains.afrxtra bit of time that it
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takes on the existingVest Coast Main Lineould be quite useful for business travellers,
because they have set up their laptop or whatever.

What happened in Holland, of course, was that the market was rigged deliberatijytto

force passengers on to the higipeed line. | can see something similar happening in the UK.
They would deliberately slow down the existilgest Coast Main Lineanakeservicesstop

at more statiors, and force people to use High Speed 2. When yawe an artificial market
like this, that is highly likely.

Finally, there is clearly a political risk that, given we could be looking at-gg@tongterm
stagnation, with very low economic growth for the next 10 or 20 years, which | think is very
likely, the appetite for continuing the current high level of saibsidiexould decline

markedly. That would have a particular impact on some of the feeder routes into HS2 that
are hugely subsidised, and that could then cut passenger numbers qufieasigyi

Lord Carrington of Fulham : Just quickly if | could, is there any evidence that digital
technologyi using a shorthand for people using their laptops, iPads andvevatyoui has
reduced demand for transport? | know anecdotally it has.

Councillor M artin Tett: There have been studies actually by the DfT that have shown
similar trends. Do | personally have that at my fingertips? | do not, but | am sure you could
find some. An appeal to common sense would tell you that, if you travel on trairsome

of the most valuable time that you actually have, even historically, being able to read
reports, write work and so on. The advent of mobile and wireless technology makes that
time extremely productive now. You are normally away from a lot of didicns, you can

work very productively, and you can send and receivaals and reports. Just common
sense tells you how productive that is.

May | make one quick point? | just want to reinforce something. Maybe you covered this
earlier and | apologgsif you have, but HS2 always talks about céwtre to city centre
connectivity and time savings. The realify Idived in Manchester for four yedisthat

people who travel do not live in the city centre of Manchester. | live in Buckinghamshire. If
| want to get to Birmingham, | go to High Wycombe. If | want to get to Manchester, | go to
Watford. | do not spend an hour travelling into Euston to wait and then catch a train. Most
of those journeytime savings, on which they predicate so much of thenaled, are

completely nullified when you look at where people actually live and what it gets to.

Q93 Lord Shipley: 1 would just like to ask Dr Wellings two questions that | did not fully
understand from things that you have said so far. You referred to regional transport bodies,

which are charged with local and stdgional transport management and often investment.

You referred to them as oregional transport
the word Obureaucraci eso. Secondly, you ass
lot of business travel is generated by the state, not by the private sedtaould just like to

know what your evidence base for that statement is.

Dr Richard Wellings: If you remember, | only said that this is something that the DfT
should be looking into, trying to work out the composition of business travellers. My
reasaning for that is, if you look at the economies of tiiéest Midlands and th&lorth-

West, for example, they are heavily dominated by the state sector. On some measures,
around 55% to 60% of regional GDRgm/ernment spending in those areas. There is
relatively little genuine wealth creation going on. Therstaemoney going in and then
being circulatedbenefits moneyandpublic sector workersvho thenspend that money in
the private sector. That is what | am saying. If you look at Salford Quay$axaigot
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massive offices for HMRC, the BBC and these kinds of people. | do worry, given the
pervasive nature of state intervention, that a lot of thesecatled business travellers will
not actually be wealth creatodsut government workers and so fortlstate-privileged
professionals in the legal profession, subcontractors for the Government and so on, just
because of the nature of the economy in thtdlands and th@orth-west where, as | said,
regional GDP is completely dominated ggvernment spendig.

Lord Shipley: | do not want to pursue the point now, but it might be helpful, Dr Wellings,
perhaps we couldthave a note that just explained your view about wealth creation anywhere
in the north of England or perhaps further north.

Whydoyoucallte m obureaucraciesdé, as opposed to
what they actually are?

Dr Richard Wellings: They are also bureaucracies. It is semantics really, is it not? If you
look at TfL as a classic example, it has seen a massive increaatiing levels, particularly
those on very high salaries, and more and more increasing their pgvedr, in terms of

their responsibilities, which you have also seen inNidlands, the north and so on. | am
generally against these organisations, bexhtlink they lead to jarspreading where
centralgovernment feels it has to dole out a certain amount of money to each of these
organisations, even though that pattern of investment is likely to be seriousiyirbal
because it will not reflect optiming the economic returns.

Councillor Martin Tett: | should say | have a slightly different perspective from Dr
Wellings on the benefits or otherwise of the public sector, but | would hope you would

look at the dramatic increase in the percentage of business travellers, whoever they may
befi public or privde sectorii in the latest business case, which has gone from 28% to 38%.
| can find no evidence whatever that supports that dramatic increase, although it does
magically rebalance the business case.

Q94 Lord Shipley: Thank you. That was helpful. Councillogn | just ask you now a

very specific question? Both of you have only once ever mentioned anywhere north of
Manchester in my memory today, which is when you talked about air connectivity. There is
an argument for saying that capacity would rise ancpfeewould come away from air,

because there are a lot of air links to London, in fact, from places like Glasgow. A lot of
people are driving cars; they may transfer to train. There are people who use coaches; it is
possible that they would use a traiffhe point is that, although the higdpeed track ends at
Manchester, the rolling stock continues north to Glasgow, so actually the benefits in some
of the saving of time for people who live in Strathclyde, for example, are actually going to be
potentiallysignificant. It may encourage people to move from their current mode of travel
on to highspeed rail. Have either of you given that any consideration?

Councillor Martin Tett: The answer is that | have. Let me try to address that, and | am
sure Dr Wellingswill have a view as well. First of all, | think | have mentioned north of
Watford a couple of times, because not only was my daughter at university there, but | was
at university there and | also lived there for four years, so | know Manchester itdyedi

well. | also mentioned about going to Birmingham by train. | absolutely understand the
geography of the UK and the importance of the regional diversity of the UK, and
regenerating the regions of the UK, which | also attribute very high importance to.

When you look at connectivity, what you are talking about is that, by 2033, the track to
Manchester in theory will be complete, if one believes that public sector projects complete
on time and to budget. Then you transfer to the classic network up tatl8nd, so the
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time savings obviously diminish as you get on to the classic network. It is only when you get

to Scotland and, indeed, achieve dramatic time savings that transfer from air to rail starts to

kick in. You are looking a very significantpermd t i me ahead. I f you |
own forecasts withirits own business case, the amount of traffic that transfers from road to

HS2 is absolutely minimal. | seem to remember itis 3%. | think 95% of traffic currently

travels by road, and theoppot uni ty to divert that on to rai
analysis, is absolutely minuscule.

Although | laud the aspiration of moving people en bloc from road to rail, the reality is that
that is not going to happen. There is no evidence that it woulpdesm. The DfT itself

cannot generate the evidence that that would happen. As far as air is concerned, within
England there is very little left. There would be some from Scotland admittedly, but you
would have to wait a very long time to actually seettha

Lord Shipley: In broad terms, you think that the estimates of the benefits about what
businesses are willing to pay for quicker journeys have not been met, although they might
from Scotland in the longer term. Have | interpreted what you are sayingecty?

Councillor Martin Tett: Let me rephrase that slightly. As far as business is concerned,
there are two concerns. One is | do not believe for a second the willingtegsgy
calculation. I think it is completely fictional and is calculated to &itlele in the business
case. Secondly, | do not believe the percentage of businesspeople who have now been
calculated to travel on this train. It hides a second hole in the business case and they are
completely artificial constructs.

As far as transfeis concerned, | believe there would potentially be some willingness of
people to move from a conventional classic rail or air on to ksgked rail, once it reaches
places like Glasgow and Edinburgh. The volumes of those would be very small compared to
the total growth forecast by HS2.

Q95 Lord Smith of Clifton:  Coming back to premium prices, if the operator was able to
charge premium fares on HS2, what effect do you think it would have on passenger
demand?

Dr Richard Wellings: That goes back to my point abbwhat happens to the existing/est
Coast Main Line If genuine competition were allowed, then clearly that would put a limit
on how much premium fares could be charged on HS2, because it would push people on to
the existingWest Coast Main Lingparticdarly given that often stations are far more
convenient and there are more of them on thWgest Coast Main Line Let us not forget

that, in the north andMidlands, you do noteallyhave these gentrified innaity areas.
Generally, professional people tetwllive quite a long way out of the city centre. | think
that is a crucialssue As | mentioned earlier, | suspect that the market will be rigged by the
Government through the franchising process to detditely slow down the existingvest

Coast Main Linén order to stifle any competition and perhaps allow the charging of
premium fares.

Lord Smith of Clifton: It follows then that you are concerned about the extent to which
HS2 is reliant on public subsidyhether the premium rates are charged or not.

Dr Richard Wellings: From a commercial point of view it is completely lesgskingand

private investors would never go near it at all. It is completely governraghsidised.

Whether or not it can actuallycover its operating costs is an interesting question; it would
depend on the passenger numbers. If we look at HS1, Eurostar had to be bailed out by the
taxpayer and the market was then rigged by the Government, so a greater share of the
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track-access chges were pushed on to the local Kent services, which were heavily
subsidised by the DfT. It was, if you like, a belokr way of subsidising Eurostar.

Councillor Martin Tett: Maybe | could add to that very briefly. I think it was Lord Lawson
who was quesoning the whole pricing demand equatriThey do not make sense. There

is a complete contradiction between the premium pricing and the volume demands that are
in the business case. If one accepts that, the other key point on which | would completely
agree with DrWellings is the opportunitycost issue. Even if you accepted their numbers,
which are clearly nonsensical, the fact that you are subsidising this system to such a large
extent means that there is an opportunity cost, year on year, on whieth money could
otherwise be spent. When you look at where the real constraints are around this

countryfi | am sure we will come on to this when you look at the issue of skills shortages,
particularly in theMidlands and the north of England, you could pergling that money on
upgrading the skills of our young people and our ltolar employees around the country

to give a real competitive advantage to our regions. That is a forgone opportunity because
that public subsidy is there.

Q96 Lord May of Oxford: Last week, Professor Overman told us that the wider

economic benefits, using the methods thatbe par t ment wuses, had been
constructedd6é, which | must sTheDepartnfenttarde r at her
up with the estimate that the ovall benefit of this kind is £138illion. | do not wish to be

unduly unkind, but I am a theoretical physigishat is how | was trainefil and when

somebody purports this sort of stuff to do something that would give me tkotegt

precision, wonder. Mg | ask you what you think of this?

Councillor Martin Tett: | come from a marketing and business background, and | was told
by a sales colleague once that, if you want to give spurious credibility to anything, always
guote it to two decimal places. | wadlloffer that as a context. | am surprised, because last
year Professor Overman, when he was talking to the Transport Select Committee, said that
he thought the KPMG study, on which a lot of this was based, was overstated by between
six and eight times. Here is massive lack of credibility in a lot of the underpinning wider
economic benefit assumptions that go into this. Most of the methodology is widely
discredited. Even KPMG themselves heavily caveated their work, and most of the negative
impacts thatHS2 will generate were actually omitted from any of the puiyplieleased
information, so it was a completely distorted picture.

One has to recognise that, although there may be somewhat wider economic benefits,
which are not normally quoted, by the wawp,the DfT benefitcost ratiogi they have had to

be in these casésthere are also negative wider economic benefits. If you agglomerate
around an HS2 station, the likelihood is that you will be sucking in those businesses from
other surrounding areas. Faxample, take Manchester, which again | know well. If you
build around Piccadilly Station because suddenly that becomes-gehigirea, because

there is an HS2 station there, is that actually generating business that would otherwise be in
London? | tink not. It is almost certainly going to take business that would otherwise be in
places like Bolton, Oldham, Rochdale or around the centre of the satellite towns. The
wider economic benefits have to be treated, as | am sure any scientist would dag with
large block of salt.

Lord May of Oxford: My own position, as, | guess | sketched earlier, was that broadly
having a better rail system is a benefit. | wonder what you think. | guess you have just
sketched it; you do not think there are wider economierefits. Although | do not believe
the calculations, | do believe there are wider benefits.
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Councillor Martin Tett: | think what | said is there are sontenefits but there are also
negatives. Clearly if you build a railway station, let us say in CoeweManchester

Piccadilly, you will have some economic benefits because of that, and that is clearly true. If
you spend a large amount of money on anything, you will generate jobs. Whether they are
wealth-creating jobs is another question entirely. \ather they are sustainable jobs into

the long term is a questionable assumption. You will increase property prices around
where there is new development; that is clearly true. There are a number of wider
economic impacts from that.

What | am saying ithere are also negative wider economic impacts, which are then not
mentioned in most of the analyses that you see before you. These are the issues where you
suck in skills and resources into unproductive sectors of the economy, which could
otherwise be deloyed in more productive sectors of the economy, and indeed suck in

capital to property speculation that would be better employed, for example, in factory
production or whatever elsewhere. There are negative consequences as well as potentially
some widereconomic benefits.

Dr Richard Wellings: Could | just add that agglomeration benefits are subject to quite a
steep distance decay? If you wanted to maximise those benefits, you would tend to focus
on local transport schemes, rather than something like HB@r example, if they have got

to get to labour markets, you want schemes that can integrate labour markets and get
people into commuting distance of a particular hub and cluster of activity. Clearly that
would tend to be local schemes rather than letigtance schemes.

Also, these agglomeration benefits are vulnerable to technological change so, increasingly,
businesses will interact online and in virtual clusters, and that is where you will get these
newideasgenerated They do not necessarily hat@ meet faceto-face. There is also an

issue of sectoral change. Some sectors like professional services tend to benefit quite a lot
from increased connectivity, but other sectors like manufacturing benefit a lot less. If the
sectoral composition of tt economy changes, then those likely economic benefits would
also change enormously, so there is a problem with predicting 20 or 30 years ahead.

Q97 Lord Monks: HS2 is a longerm project, andwe are10 years away from it ever
running any trains if it goes adxé The objective of taking a lotgrm view of the economy
and the need to rebalance it, which | think both of you have accepted, even if there is a
slight difference in your prescriptions of what to do about it, the sense of having a vision
about thefuture of this country, when other countries are investing in hegleed rail for all
kinds of reasons, including rebalancing the ecoribiohy you not accept the fact that, by
2024, we should have a vision of this country with a stronger economic base etitsd
south-east and that transport has a lot to do with that? As a regular traveller by all means
available, | would say that it is not an easy task gettiriige north of England. With high
speed rail in other countries, are we to be the ones who are of step with them? Even
California, DrWellings, has been thinking about higgeed rail.

Dr Richard Wellings: On the rebalancing issue, the problem is that better rail does not
really deal with the fundamental problems facing the north of Englandhwivould

diagnose as being, in global terms, a very-baghh economy due to high levels of regulation
and taxation, combined with rather low or mediocre levels of human capital, skills, abilities,
entrepreneurship and so on. If you look at the datatbat, it varies from placéo place. It

is not too bad in Manchester, but it is very poor in places like Liverpool, Bradford and so
on. Unfortunately, due to demographic changes, those problems are likely to get worse
rather than better over the next 2@r 30 years. Unless you are going to deal with this
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fundamental cause of the northoés poor perfor
capital, which means it is very hard for the region to compete at a global level, | do not think

you are going to getery far with something that is only going to increase transport capacity

quite marginally and is not really directed at the key problems.

There are numerous examples to show this; Doncaster is the classic lbias the best

rail links to London in tk north of England yet, if you take the town itself, it is one of the
very poorestplacesn the whole of the UK. Clearly, fast rail links have not transformed
Doncaster. HS1 has not transformed east Kent, another old industrial area, Thanet and so
on, which is still just about the poorest part of treeuth-east. These issues are far more
deepseated and are not going to be cured by faster rail connections.

Councillor Martin Tett: Can | build on that? It is always lovely to have a vision thing, and
you can now brand it the onorthern power house
have. You have to try to disassemble that slightly. Do we need sufficient capacity between
our major cities? Absolutely. | have not argued against that for one seddrale argued

there are quicker, more incremental and cheaper ways of doing that. Do we need to have
stronger northern economies? Absolutely, but then you have to get to the root of the
problem you are trying to solve there. Much of it is commuter cagyaand not intercity
capacity. Much of the deapoted problem and malaise in parts of the noiitmot all of

the north, by all mearis is because the original rationale for why those cities grew where
they did has gone. It could be coal; it could be steéalpuld be shipbuilding, et cetera;
transatlantic trade, in the case of Liverpool; cotton and wool, in the case of Manchester and
Leeds. They are having to recreate their competitive advantage nationally, and that is quite
a difficult thing for place®tdo.

One of the things we have got to invest in there, as | said earlier, is skills. We actually have
to create a new competitive advantage for those cities that gives them-austtfining
momentum that is more than is just a satellite of London oreed something, dare | say it,
propped up by public sector spending. You have to create a new competitive advantage
there. For me, heavy investment in skills, bringing together, particularly in thefnartd

we can come on to the sgalled HS3 in a minutelinking up the commuter lands of the

north of England, so that people can move to work on a commuter basis between some of
our big northern cities, could be a significant advantage to those cities. The idea of just
having a vision thing and spending B8llon will simply generate the revitalisation of the

north that is sustaining and wealtheating, | am afraid | do not agree with.

Lord Monks: | do not think anyone is saying that, but thank you.

Q98 Baroness Blackstone: Some of the people who have given us evidence over the last
few weeks have said that the October 2013 strategic case was an improvement on what
went before. Do you agree with that? Do you think it does give a better narrative for
making the strategic sa for HS2?

Dr Richard Wellings: | found it highly suspect how the case has changed over time. It
started when the Conservatives first introduced the fing was supposed to be an
alternative to Heathrow expansion. It was actually rather reprehensibie-gabbing in
southwest London. They wanted to win half a dozen seats down there, so they cancelled
Heathrow expansion and then they had to come up with an alternative to try to pretend it
would not harm the economy thus the higkspeed line to the norttwas envisaged back in
2009. It was only supposéd cost £20 billion back then.Aen it became all about the time
savings; then it was about capacity. Now it is all about rebalancing the economy and
bridging the northsouth divide, which just shows & politically driven or, if you like, PR
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driven. Once the public becomes sceptical about the latest ratioaab#f is criticised
heavily and then they have to come up with a new rationale for the project. This makes the
whole thing deeply suspect.

Councillor Martin Tett: HS2 has been described as a solution in search of a problem, and |

have to agree. | can actually remember watching Teresa Villiers at the Conservative Party
Conference announcing higgpeed rail to the north as the means by which awoided the

need for a third runway at Heathrow. It has gone through more relaunches than the
average soap operafd6s career, in terms of the
to the third runway to all about speed. | remember sitting withlphiHammond when he

explained to me it was all about journdéiyne savings20 minutes to Birmingham would

transform the economy in Birmingham. Of course that lost credibility very rapidly, then it

became all about capacity. Then we revealed just howth@rcapacity utilisation was on

that line. Now it is all about creating the northern power hub.

It just keeps morphing from one rationale to another to another. We have already covered
some of the underpinning flaws that, actually, the willingnegayas simply the not

working on trains rebadged. The increase in the percentage of business travellers from 28%
to 38% again has no underpinning statistics whatever. The wider economic impacts have
been added in, when they would not be in most busirezsses. The fact is the alternative

that we have put forward was never properly compared against HS2; it was compared
against completely illogical comparators in order to rubbish it completely fraudulently. That
underpins the fact that this is not a busss case that is made in any rational sense

whatever.

Baroness Blackstone: That is a pretty devastating critique. Thank you.
Councillor Martin Tett: | like to tell it like it is.
Baroness Blackstone: You were very forceful.

Q99 The Chairman: Could we finfly come to HS3? 1 think you have both said that
improved connectivity, over relatively short distances, actually can be demonstrated to be of
benefit to the economy, although the Ashfoi@ London link does not seem to substantiate
that point particulay well. There is a strong case being made byribehern hub group

that improved connectivity between Leeds and Manchéstero cities that have good skill
bases and have significant and successful economic $eetorgd actually be beneficial.

Do you agree with that?

Dr Richard Wellings: | disagree with you that those cities are successful. | think it is almost
all due togovernment spending.

The Chairman: | said they had some successful sectors.

Dr Richard Wellings: Those are generally things likegld services that are dependent on
state privileges and so on. | do not think they are successful in a genuine sense of wealth
creation on the market, but that is a side issue perhaps. Looking at the sums for HS3, they
are absolutely appalling. You haveery costly scheme that is likely to generate quite low
passenger numbers compared to alternative schemes. | suspect the BCR will be very low
indeed, but the problem is it is completely wrong for the economic geography of the north
of England. Genettg] professionals live in the outer suburbs or surrounding villages so,
even with a halhour journey from city centre to city centre, we are still looking at probably
an hour and a half for a typical commuter coming from outside Leeds into the city ¢entre
leaving some allowance to get the train, and then at the other end going from the hub in
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Manchester Piccadilly to wherever they work in Manchester, which has a rather large city
centre. The doorto-door journey times would still be too great to achieagot of those
agglomeration and clustering benefits.

In the north, because you have muiticleated cities like Manchester, which is actually made
up of Stockport, Salford, Bolton, Oldham, Rochdale, et cetera, really there should be a bias
towards transPennine road schemes rather than rail, because that is the only way you are

going to be able to have a net of connectivity between all these small towns ceZitse to

city centre rail is completely the wrong idea. It completely ignores the geograptineo

area.

Councillor Martin Tett: | have a slightly different perspective to Dr Wellings again. For
me, the jury is out, because | know virtually no details of the scheme. All | have seen is the
political headline. Far be it for me, as a politiciansdy that politicians make political
headlines near elections, but it is a headtnabbing announcement designed to get lots of
publicity. | believe there is a rationale for extending the ability of people to commute for
work between the major hubs, picularly in Manchester and Leeds. | do not know any of
the details of what HS2 would actually look like, in terms of the number of statodfiow
people get on and off it. If it is simply city centre to city centre, then it is pointless, because
that is not where your skills catchment areas are. That iseeliently true. You need the
ability for people to get on and off near where they live and commute to where they need
to work. If you could devise a scheme that does that, that is great. dtisi¢o be cost

effective and it needs to be in the right place. If one can devise a scheme that meets all
those criteria, then | am open to it, but | have not seen any numbers other than what has
been in the headlines of the press.

The Chairman: Thank yu very much. That brings this evidence session to an end.
Thank you for your helpful and stimulating answers.

Councillor Martin Tett: May | just thank you for your inqui?y
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Disruption

Supporters of HS2 have constantly argued that the 51m J[ wvi 6 O ! & vdlkcaubeA g
Alternative will cause major disruption because of the little or no disruption to the

rwa:l\}lL H§2 \r/viIPcaeuse major

infrastructure work requiredT hi s si mpl ¢ i
work is only required at three locations (Ledburn Junctio o _
south of Milton Keynes, Brinklow Nuneaton, and Colwich | disruptionat Euston, with a
junction south of Stafford), and this is comparable to the permanenet loss of peak
work being carried out orthe route at present, for capacity.

example the recently completed flyover at Nuneaton,
Bletchley remodelling, and the new flyover at Norton
Bridge. The scale of work proposed is not in any way comparable to the previous West
Coast upgrade, which involved comprekere renewal of the route.

51m Alternative does not require any works at Euston. In contrast, HS2 construction work
will be very disruptive at Euston, withpgermanent reduction in  the number of

approach tracks (from 6 to 4) a nd platforms (from 18 to 13/1 4) at an early stage

of the construction programme , almost inevitably resulting in  a permanent

reduction in peak services for both commuters and InterCity passengers

This will also impact on the Scottish sleeper services, which will no longer be astand

at Euston after arrival in the morning, enabling passengers to remain on the train until 0800,
even for the 0647 arrival; it is quite likely that these trains will have to be permanently
transferred to another terminal.

Even away from London, HS2Il require works that will cause as much disruption to
exiting services as the 51m Alternative, with construction of new grade separated junctions
near Lichfield, south of Crewe and south of Wigan
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West Coast Main Line 0 disruption caused by the construction of
HS2

Location | Severity Comments
Euston Very severe. 1. The work involved at Euston is
highly complex, and has always been
Impacts orall services to and on the critical path for construction of
from Euston HS2 Phase 1. It will start shortly after

Royal Assent and will take 10 years™©.
2. The work will certainly involve a
high number of weekend closures, and
is also almost certain to require
closure for a number of extended
periods, eg over entire Christmas/New
Year holiday periods and for complete
weeks at Easter/Bank Holidays

3. In addition, there will be extended
periods when the capacity of Euston
will be severely limited, with reduced
peak services. It is possible that the
London Overground service between
Euston and Watford will be suspended
for the entire construction period.

4. The reduced capacity during the
construction work will also inevitably
impact on service reliability over the
entire period.

5. HS2086s current pr
permanently reduce the number of
platforms for the existing route from 18
to 13, and the number of approach
tracks from 6 to 4

6. Far from increasing commuter
capacity, as promised, the
reduction in the number of
platforms and approach tracks is
likely to permanently limit the peak
capacity into and out of Euston,
probably below current levels.

10 HS2 Ltd state 10 year construction timescale for Euston.
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Lichfield

Medium

This work will affect services
between Euston and Manchester,
Liverpool, Preston, Glasgow and
North Wales.

Services can be diverted via the
West Midlands at weekends, with
journey times extended by 280
minutes

Installation of a new grade separated
junction to connect HS2 with the existin
route.

Likely to require a number of weekend
closures over a 2 year period, with
probable closure for a couple of
extended periods eg over Christmas an
the New Year and/or @8ank Holiday
week

Crewe Medium Installation of a new grade separated
(Phase 2) junction to connect HS2 with the existin
This work will affect services route south of Crewe.
between Euston and Liverpool,
Preston, Glasgow and North Waleg Likely to require a number of weekend
also some services to Manchester.| closures over a 2 year period, with
probableclosure for a couple of
Depending on the detailed design ¢ extended periods eg over Christmas an
HS2 in the Crewe area, some the New Year and/or a Bank Holiday
services could beiverted via Stoke | week
on-Trent/Manchester, with
extended journey times
Wigan Medium Installation of a new grade separated
(Phase 2) junction to connect HS2 with the existin

This work will affect services
between Euston and

Preston/Glasgow, also Birminghan
Glasgow/Edinburgh services

Some servicesould be diverted via
Manchester with extended journey
times

route south of Wigan

Likely to require a number of weekend
closures over a R year period, with
probable closurdor a couple of
extended periods eg over Christmas an
the New Year and/or a Bank Holiday
week
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West Coast Main Line 0 disruption caused by the 51m alternative

Location Severity Comments
Euston No impact The 51m alternative requireso work
at Euston
Camden No impact
Ledburn Severe Installation of a new grade separated
junction junction south of Leighton Buzzard to
All long distance services increase capacity for fast commuter
would be affected. London services between Euston and Milton
Overground services, and Keynes and Northampton
suburban services between
Euston and Watford, Hemel | Likely to require a number of weekenc
Hempstead and Tring would | closures over a -2 year period, with
continue to operate probableclosure for a couple of
extended periods eg over Christmas
and the New Year and/or a Bank
Holiday week
Rugby/Nuneator| Medium Construction of a section of additional
Northbound track to increase capacity|
This work will affect services | for freight.
between Euston and
Manchester, Liverpool, Likely to require a number of weekend
Preston, Glasgow and North | closures over a 2 year period, with
Wales. probable closure for a couple of
extended periods eg over Christmas
Services can be diited via and the New Year and/or a Bank
the West Midlands at Holiday week
weekends, with journey times
extended by 280 minutes
Colwich Medium Construction of a grade separated
Junction junction to reduce conflicts where the

This work will affect services
between Euston and
Manchester, Liverpool,
Preston, Glasgow and North
Wales.

Servicesan be diverted via
the West Midlands at
weekends, with journey times

extended by 280 minutes

Manchester via Stoke route diverges
from the main West Coast route.

Likely to requirea number of weekend
closures over a R year period, with
probable closure for a couple of
extended periods eg over Christmas
and the New Year and/or a Bank
Holiday week

November 2014
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Aberdeen & Grampian Chamber of Commerce i Written evidence

1.0 Introduction

1.1  Aberdeen & Grampian Chamber of Commerce (AGCC) is Nedhst Scotland's
leading private sector, membéocused, business organisation. It is the largest Chamber of
Commerce in Scotland, representing more than 1,300 businesses withL80¢d00
employees in the region.

1.2 Businesses based in Aberdeen and Grampian are drivers of the UK economy. The

region is second only to London for Gross Value Added per head of population (€31, 753)

and Aberdeen has the second highest rate of businesssarper 10,000 peoplé In

addition, the oil and gas sector which is anchored in the Nag#tst of Scotland contributed

16. 4% of the UK Gover nméhebighest poopoatibn otaayx r ec e i
industry. While this percentage has fallen otree last two years it still remains important to

the UK.

1.3 According to a CBI / KPMG infrastructure surv&yver 80% of firms see the quality

and reliability of transport as significant considerations in investment decisi@igen

Aberdeenand Grampmd s oOperi pheral 6 |l ocation in the U]
even more essential in order to attract new businesses to the region, particularly in the oll

and gas sector.

1.4  AGCC therefore welcomes the opportunity to submit evidence to the House of
Lords inquiry. Transport issues are a policy priority of members, with good transport links
essential in order to drive the continued growth of businesses based in Aberdeen and
Grampian.

2.0 Comments on The Economic Case for HS2

2.1  According to research conductedy AGCC as part of Northeast Business Week
2014, businesses regard the connectivity of the Negttst to the rest of the UK by rail as
having a net negative impact on busitfe$2oor journey times to all the major cities in
Scotland and the UK, poegualty rolling stock and carriage services means that businesses
in the Aberdeen and Grampian area do not view rail travel as a viable method of travel for
longdistance journeys.

2.2  However, the same research showed that businesses in the Nea$t of Scotladh
believe that the proposed HS2 line will have a positive impact on their business in the future.

2.3  AGCC therefore supports, in principle, delivery of HS2.

2.4  AGCC agrees that Scotland will benefit from HS2. Faster journey times and
additional capacity forew services will deliver benefits for business. Members welcome any

11 Centre for Cities, 2014Cities Outlook 20http://www.centreforcities.org/assets/files/2014/Cities_Outlook 2014.pdf

12 PpwC / Oil and Gas UK, February 20Ithe Total Tax Contribution of the UK Oil and Gas Industry
http://www.pwc.co.uk/assets/pdf/tottx-contribution-feb2012.pdf

13 KPMG & CBI, 201Better connected, better businggs/www.cbi.org.uk/medi1744517/is2012_final.pdf

14 Aberdeen & Grampian Chamber of Commerce Research Unit, 28bdtheast Business Week 2014 Connectivity Driving
Growthttp://www.agcc.co.uk/finthformation/doc_download/2078orth-eastbusinessveekreport-2014/
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investment which will make important business locations like Manchester or London less
distant for travellers.

2.5 Inaddition, AGCC also recognises the need to deliver significant newagadlcity in
Engl and. An i mprovement in rail provision wi
competitiveness when international businesses look for locations to invest.

2.6  However, while AGCC agrees that The Economic Case for HS2 demonstrates a
clear economiargument for HS2, in our view the project will not deliver any direct
economic benefits for Aberdeen and Grampian.

2.7  Areport conducted by KPM& into the regional economic impacts of HS2 showed

that under a o0l owd scenar i ogatielpafecedctethe and Gr
value of £220million per year. Dundee is also forecasted to be impacted by a further

c£100million of lost output.

2.8 AGCC were aware of this risk and can accept that some regions will see greater
economic benefits from HS2 than otreeNevertheless, tax revenues from businesses in
Aberdeen and Grampian will disproportionately help pay for the project and given the
massive amounts of investment this project will require, no region in the UK should be
allowed to feel any negative impact

2.9  We consider that a clause should be added to the legislation for the

project which requires investment in alternative transport improvements in the

few negatively impacted regions. This is a credible offer given the KPMG business case
is being used tqustify the project. This investment would be equal to the opportunity cost
of the project in regions negatively impacted. This would have a negligible impact on the
overall project cost and would provide a more equitable outcome across the UK.

2.10 While faser journey times between the central belt of Scotland and England will
deliver significant advantages for Edinburgh and Glasgow, the indicated improvement in
journey times provided in The Economic Case for HS2 between Aberdeen and London
(from over 7 hourscurrently to 6 hours 11 minutes) will not deliver any significant
economic benefits for this area. This is because the cut in journey times is not significant
enough to encourage a mode shift to rail by travellers.

2.11 Current and likely future rail journey times between Aberdeen and England, as

forecast in the economic case, means air travel will always be the more efficient way to

travel, particularly for business peopleis therefore critical that alongside the dedry of

HS2, measures are taken to maintain and i mpr
English regions, London and beyond via better air links.

2.12 Heathrow Airport in particular plays a critical role in supporting the international
activity of AGCC nembers. The 2014 Nortkeast Business Week research found that 60%
of business considered access to Heathrow to be important for their business. Likewise
there is a strong demand for flights to all of the London airports from Aberdeen, with

15 KPMG, 2013HS2 Regional Economic Impacts
https://www.kpmg.com/UK/en/IssuesAndInsights/ArticlesPublications/Documents/PDF/Market%20Sector/Building%20and%2
OConstruction/hs2regionaleconomicimpacts.pdf
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around 25% of Sittish flights to London arriving from Aberdeen International Airport,
despite Aberdeen and Grampian making up only 10% of the Scottish population.

2.13 AGCC believes that a mode shift is achievable for passengers travelling from the

central belt of Scotland ith the opening of the HS2 route and as a result there may be less
demand for flights from Glasgow and Edinburg
potential therefore that this could open up additional capacity for flights from the more
geographially remote areas of the UK.

2.14 ltis the view of AGCC that this additional air capacity should be directed

to distant UK airports through a form of guaranteed access to certain airports.

This will require collaboration between the UK Government, the Civil A viation

Authority (CAA), airports and Local Authorities to be achievable, but it is the

mai n way by which regionds which are forecas
could reap some indirect benefits

2.15 While air travel will always be the most feasible e of travel for people
accessing England from geographically distant regions such as Aberdeen and Grampian, there
are also opportunities for HS2 to deliver additional benefits to the Scottish rail network.

2.16 Journey times between Aberdeen and Glasgow Bdithburgh continue to be

extremely poor, with times of 2 hours 40 minutes and 2 hours 50 minutes respectively. One
of the main reason for these poor journey times are due to capacity constraints on the rail
line between Aberdeen and Dundee. In additidrere is no electrification of the East Coast
Main Line between Aberdeen and Edinburgh.

2.17 While AGCC accepts that there will never be a business case to extend high speed
rail to the North-east of Scotland due to the small population, there is a real cadelieer
additional improvements to the East Coast Line between Aberdeen and Dundee to
significantly improve journey times. The Nowast Business Week research found that
businesses in the area wanted a 45 minute reduction in journey times to the césttal

2.18 AGCC recognises, however, that transport is a devolved issue and so requires
collaboration with the Scottish Government to address this issue. Nevertheless some form
of UK Government support to deliver additional rail investment would be a cleprasifrom

the UK Government about their commitment to deliver benefits for the whole of the UK.

2.19 Indirect benefits, such as secured access to key airports, which could be delivered
through coordinated action is an area which AGCC believes should be igaesti further

by HS2 Ltd. An assessment of indirect benefits could make the business case for HS2 more
relevant for peripheral regions of the UK.

2.20 If any further evidence is required by the committee in relation to this issue, please

contact the AGCC polig team to discuss further. We would be happy to participate in any
verbal evidence gathering exercise.

September 2014
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Evidence Session No. 10 Heard inPublic Question$12-121

TUESDAY 11 NOVEMBER14

Members present

Lord Hollick (Chairman)
Lord Carrington of Fulham
Lord Griffiths of Fforestfach
Lord Lawson of Blaby

Lord Shipley

Lord Skidelsky

Examination of Witness

Lord Adonis

Q112 The Chairman: Lord Adonis, welcome to these familiar surroundings. Thank you
very much for joining us today. This is the fifth session in our inquiry into the economic case
for HS2, and, as somebody who was there at the start, | wonder if you could just help us
brieflyto answer one of the questions that a number of witnesses have put to us, which is:
what is the exam question that HS2 answers?

Lord Adonis: You will have seen the command paper that | presented to Parliament in
March 2010, which, on pages 8,9and 10,se out t he then Government

| ought to make clear that, from the outset, the essential rationale for HS2 was about the
need for a stepchange in capacity between the three major conurbations of the country:
Greater London, the West Miknds and the nortlwest, with connections also to the great
conurbations of the East Midlands and West Yorkshire.

[ could draw the Committeeds attention to
important in understanding the development ofliknow it has been asserted that there

were some people, like myself, who were fixated with fast trains and train sets and saw the
potential for cutting journey times and thought this was wonderful because we were unduly
influenced by the bullet trains drthe TGV and just wanted the same for Britalin fact, it

was a hareheaded analysis of likely capacity requirements that drove the rationale for HS2.
Conclusion 1 of the Governmentds assessment

command paper, &' s : o0That over the next 20 -thange30 yea
in transport capacity between its largest and most productive conurbations, both facilitating
and respondingtolorg er m ec ono momncd ruswtomd .2 i s: oThat a

addiional capacity, there are real benefits for the economy and for passengers from
i mproving journey ti mes an d&boihwagnficsecapadityeandc onnec
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then associated benefits, which, in the strategic case that the coalition Government
published last year, is reiterated.

There are only two ways, of course, of producing a stéange in capacit@ne is to build

an entirely new line, as in fact most developed countries have done between their major
conurbations, if they have economic ggaphy similar to ours, beginning with Japan in the
early 1960s with the opening of the original Shinkansen line between Tokyo and Osaka, and
as indeed is now starting to happen in the United States, which of course has been very
averse over the previousmo generations to rail travel; or you have to upgrade the existing
lines.

| well recall my first ministerial engagement as Minister for Transport, which was opening
the completed West Coast Main Line modernisation projddtis was in October 2008.
Thewest coast modernisation cost, at then pric
prices significantly more, for a 4@ar programme of upgrading the West Coast Main Line,
which produced fractional benefits compared to H8®leed, because this was the
modernisation of a pr&/ictorian railwayi the West Coast Main Line, the London to
Birmingham railway, was opened before the coronation of Queen Victoria in 1838, so it is
coming on for 200 years ofd many of the promised and proposed benefits within thegri

tag were not deliverabldt is a very difficult and complex job modernising a Victorian

railway that is running at multiples of the capacity it was designed ercompletion of

that work was after 10 years of chronic delay and inconvenience foepgsss while that

work was conductedindeed, of the £9 billion cost, from memaory, | think half a billion, but it
may have been more, was in payments to train operating companies as compensation from
Network Rail for not running services, because of thearhc disruption while that work

was taking place.

It became clear to my advisers and myself, as we were looking at what would happen with
the next stepchange in capacity, that there were only two alternativ@se was building a
new line, which had beahe norm.The other was very expensive upgrades in the Victorian
and preVictorian infrastructure to seek to achiefieit may not even have been

achievabl@ another stepchange in capacity on the West Coast Main Line, on the Midland
Main Line through to Shigéld and, ultimately, on the East Coast Main Line too.

I n the command paper, and | wil/ particul ar/|
on page 51, was set out the assessment of those alternatives, and the conclusion reached

there was that the lghest capacitincreasing option on the existing lines would cost, in

cash termé leaving aside seeking to price the disruption, taking that completely oiitside

more than building HS2, and yielded half the additional caphcitye strategic case, the

Government dismissed that option as being impractical, and | could go through what that

option involved For example, it involved fodracking the Chiltern Line; given the reaction

to HS2, you can imagine how that would have been gredtedas not a practial

proposition.

The point that holds, to which | am sure the Committee were paying close attention, is that
it is not a choice between doing nothing and doing HS2; it is a choice between very difficult
and very expensive capacity enhancements on theirgibhes, being the busiest lines in the
country, and HS2. cannot come before the Committee and say with any certainty, because
there is no certainty in these matters, that one would have been cheaper than the dther.
can say, because we have the expece, that the last upgrade of the West Coast Main Line
cost £9 billion; it delivered a fraction of the benefits of HS2; and no sooner had it been
completed than rail planners and transport analysts were telling me that the next phase of
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upgrade would netto be planned rapidly because of capacity requirements, which are set
out in both the command paper and the strategic case.

The Chairman: We want to get to the bottom of the question of capacity, and we have
asked the Department for Transport for furthenformation but that so far has not been
forthcoming.From your time at the Department for Transport, why is there a degree of
reluctance to share this informatiotitzhas only come out as a result of a court hearing.

Lord Adonis: | have no ided.am nolonger responsible for these matterd/hen | was
responsible, | shared almost everythihgave always taken the view that one should be as
open as possibléndeed, when | published these proposals in 2010, | also published all the
alternative routes tht we had considered and not decided to proceed with, which was
thought at the time to be a very risky proceeding, because it might illustrate the fact that
there were alternativesdowever, | have always taken the view that all of this should be in
the public domainl hope that this material is forthcoming.

Q113 The Chairman: An important infrastructure alternative is the rollout of superfast
broadband across the country, which will have quite a dramatic impact on the way business
is conducted and the wgyeople communicaté/Vas that taken into account in your

thinking?

Lord Adonis Yes.It is complementarylt is not an alternativeThe evidence is that
superfast broadband does indeed generate more local working and-@rieng, but it
does not stiflegrowth in demand for travel.

Lord Skidelsky: Can | ask why that should be sti?s counterintuitive, just on the face of
it.

Lord Adonis. People seem to like working in networked communities, which is why new
highly networked communities with high conceattons of economic activity like Docklands
have been so successfuhere is clearly moreOf course, we are also an expanding
economy with an increasing population, so the increase in haworiing has not led to a
decrease in demand for business tra@h the contrary, business travel demands have
increased sharply.

| remember one of my first jobs on thEinancial Timesas telecommunication
correspondent.This was 20 years ago, and we were told then that the introduction of

mobile phones, much betteetecommunications technology and fibre optics would lead to

a dramatic surge in homeorking, and a massive reduction in requirements for office
networked communities, and that was just as Docklands was takingrdéfss the future is

going to be radicalldifferent from the last 20 years, what one would expect to see is an
increase in homavorking and the connectivity that comes with being able to work outside
the office, but also a continuing demand for networked business centres and travel between
homeand those centres, and between business centres.

Lord Skidelsky: | have just one followup. How much weight did you place, in estimating
the capacity constraints you would face, on the rising population?

Lord Adonis. That was taken accountofinthe Depare nt 6 s est i mat es.
Lord Skidelsky: It is quite substantial.

Lord Adonis. We were doing our work in 200910, and population projections have been
increased since, substantially.
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Q114 Lord Griffiths of Fforestfach: Regarding homaorking and so on, to what
extentwould that still hold if the train operators had complete freedom in pricing?

Lord Adonis They do have very substantial freedom in pricing at the monmieh not
sure where your question is leading.

Lord Griffiths of Fforestfach: If you had regulated pres and | now had the option that |
could work more at home or, on the other hand, I could travel, if the price of travel were
to be increased, | would clearly have a greater incentive to work at hdhumes seem to

me that rail fares are a highly chatgpolitical issue, and, when they increase, there is a lot
of discussion in the press about them.

Lord Adonis. Business travel has increased substantfalsygnificant proportion of that is

on regulated fares, because these areftilte tickets that gople are buyingzqually, of

course, there has been an explosion in cheaper travel because one of the big developments
of the last 20 years has been the development of advance tickets and advance titkieting.

not myself subscribe to the view that trav&ould only be for the richThe development of
advance tickets, which now account for a very substantial proportion of rail travel and can
be extremely cheap, is a positive development, enabling people to travel in ways that
otherwise would not have beepossible or would have taken up a much larger proportion

of their budget.

Of course, it is important to understand that it is meeting peak capacity that is a key
requirement of a well functioning transport system, able to serve the needs of the economy.
The peak requirements on the West Coast Main Line are very intensive, commuting into
the metropolitan centres of London, the West Midlands and the newtst, and that will be
on fulkpriced, regulated fares, because these are commuter tickegsarticuar on the
southern part of the West Coast Main Line, which is one of the busiest mussdrailwag

in the world, south of Rugby, you have ledigtance trains coming from Scotland, Liverpool,
Manchester, north Wales, seffast trains coming from Birmingtmeand Milton Keynes, and
very intensive commuter services comingAtso, half of all of the freight traffic movements
in the entire country use the West Coast Main Line at some point, particularly around
Rugby, because of the distribution centres in Migllandslt is that requirement for peak
capacity on what are very, very busy commuter lines as well asdistence lines.

Commuter tickets are not discounted, which is the capacity requirement underlying HS2.

Q115 Lord Shipley: 1 would like to ask you abouhe October 2013 strategic casBo

you think it now provides a convincing narrative for the reasons as to why HS2 is required,
and do you think that the pubhcelations handling of that strategic case has been as strong
and as successful as it miglaive been?

Lord Adonis: | have not been a party to the public relations, so | cannot answer that
question, | am afraid-he essential rationale, which is a capacity argument, was true in 2010,
was true in 2013 and is true in 201M4cannot answer for how wll presented the case was,

but | happen to think that it was brilliantly presented in 2010 and perhaps less well
presented afterwards, but that may just be a matter of amprapre. | do notice that the

key compelling charts, like figure 6 on page 16 inglat past and forecast demand, and all

of the charts that lay out peakour capacity coming out of Euston and how that would be
dealt with in various different scenarios, ring true from the work that we did in 2009 and
2010.
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Lord Shipley: Bridget Rosewglgave evidence to the Committee two or three weeks ago,
and she said that the October 2013 version
Would you subscribe to that?

Lord Adonis: | have always taken a view in public policy that you should atlephost
conservative casdhe first piece of serious academic work | did when | was a young

Oxford academic was a history of the poll tax, with David Butler and Tony Travers, two
very distinguished professond/hat that taught mé and this was hugely impgant for my

life as a Ministér was that, when you are engaging in public policy, you should always start
with the assumption that the status quo may be better than any charmgethen Thatcher
Government would have done so much better if it had simplytkbe status quo and not
embarked on the poll taX. know Lord Lawson has many views on these matters too.

The status quo in the case of the West Coast Main Line and the connectivity between
London, the Midlands and the northest is not an optionThereis no option that is going

to allow this Victorian railway to see us through the next 20 to 25 ye@msly change

options are available to u¥he conservative argument for HS2, the one that persuaded me
that it was right, on behalf of the then Governmettd,put forward this proposal, is that we
will need a stegchange in transport capacity, particularly to move businesspeople and
commuters between and into the major conurbations of London, the West Midlands and
the north-west. It was on that basis that .h@Government proceeded, and | have read out
the relevant passage.

There are also many claimed benefits in terms of growth, connectivity and jotimey
savingsThey are clear benefitslow you price them is debatable, but they are manifest
benefitsHowever, they, to my mind, are the added benefits; they are not the essential
argument.The essential argument is that we have two choices as a country: we spend tens
of billions over the next 20 to 30 years on upgrading the existing West Coast, Midland and
East Coast Main Lines and the stations that serve them, or we do I@®Zhe balance of

the arguments, | thought the case for HS2 won out.

Lord Skidelsky: What thought was given to running HS2 at a slower speed?

Lord Adonis: It is in the 2010 command papétis perfectly possible tolhe estimate of

the cost of building a conventional line as against a high speed line is it is about 10% less, but
it seemed to me to be crazy to do that, to build a 21st century railway to 19th century
technologyNo one thatl am aware of has embarked on that particular coutsgou are

going to build a new railway you should build it to modern technology, which includes, of
course, international markets for the signalling, the trains, and all of the equipment that is
needed which is now400km an hour technology and rolling stod¢khope we will be buying
internationally competitive equipment and rolling stock and not seeking to customise it any
more than we need to to run some trains through to destinations beyond HSZheret

would need to be some customisationcould not see any good argument for building a
railway to historic rather than to present levels of technology.

Lord Griffiths of Fforestfach: It would just cost a little less.

Lord Adonis: It would cost a bitless, but then it is not even clear it costs less actually,
because to build a railway to conventional line speeds you would then need wholly
customised equipment for the whole of the routglsofi and this is quite a significant factor
in the light of thepublic consultation that has been adopfiethe argument for building such

a line is that you could use existing transport corridors more; you could do it less with high
speed railThe idea that building next to existing transport corridérsvhich would also
include having to significantly widen transport routes through major towns andrtities
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would be less controversial than building HS2 is for the bift® bits of HS2 that have

proved most controversial are those very small sections, because it is agagh 8ne, so it
largely goes through unpopulated territorjhere are very small sections that do go

through populated territory: the exit from Euston and the parts of the Chilterns and the
approaches to cities where there is populatidilyou were usinghe existing transport

corridors the impact on settled communities would have been very significantly greater, so |
am not even sure the 10% saving would have been realised by the time you had had to do
the mitigation or the route changes that would haween required to meet the opposition

that would have been generated.

Lord Griffiths of Fforestfach: Would you say that HS2 would lead to an increase in
productivity in the British economy and to an increase in the &g trend rate of
economic growth?

Lord Adonis: | hopeso, but one cannot be certaihhope it will do so, in particular because

| hope what it will do is to network together far more efficiently than we do at the moment,
to create greater agglomeration between the major conurbationshefdountry.In the

2010 command paper is what | thought was one of the most interesting pieces of work that
was don@ it is on page 60 which is GVA per head mapped against journey time by rail to
central London, so it is not doing it by distance, but byrjay time by rail. There is a

strong correlation between proximity to London in terms of journey time and gross value
added, which, of course, includes not just commuter destinations to London, but major
cities like Oxford and Portsmouth and so on.

As | say, this is not the central case for HS2 by any means, but one would hope that by
bringing the great metropolitan centres of the West Midlands, Greater Manchester, the East
Midlands and West Yorkshire much closer to London, and creating agglomeratiotseffe

this will boost growth. However, the future may not be like the past.

Q116 Lord Carrington of Fulham:  One of thethings that justifies the HS2 projeab

terms of the numbers and the economics of it, is the amount that businesspeople
particularly are prepared to pay extra to shorten their journey tim&here have been

various numbers that have been adjusted over the various reports that have comanolut,
think have come down somewhat, but as we have probed those numbers it has been
suggested to us that they are hard to justify other than béudfigectionab, in the words of a
finance director of mine at one time, who was never prepared to be tiedmémwnumbers.

I n other words, it just said Owe assumed6 t ha
will put a number on that, and then we will multiply it up, and that produces 75% or 80% of
the benefit of HS2, and that is then projected forwaod 20 years or solt all suggests to

us that the numbers are pretty hard to rely on; is that something you would agree with?

Lord Adonis: No, | would not agree with itCan I first of all reiterate the points that, before
you get to the economic case aride BCR and all of that, you have the capacity
requirements, which this Government and future governments are going to have to
address®hen it comes to the BCR and as a Minister | have been looking at these BCRs
all the time, and | have always been sornatrsceptical of BCRsa BCR is the economic
model that is negotiated between the Department for Transport and the Treasury, which
changes over time in terms of the components that go into it, which is trying to make an
approximation of longerm economic lenefits.

My own view is that this is an aid to policymaking, but it should not be a substitute for
judgment.The reason why we have Ministers who take decisions, and a Government and
Parliament that take decisions, rather than simply putting them threugbmputer, is that
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this is a matter of judgmenkly personal view, for what it is worth, is that aggregating small
journey time savings is a debatable and maybe not particularly fruitful endeavour.

As it happens, in the case of high speed rail, theynatesmall journey time savings; they are
substantial journey time savings for most of the journdtyis. not just 20 minutes, for

example, London to Birmingham; Old Oak Common, which is the junction with Crossrail,

to Birmingham International, which isgleconomic hub of the West Midlands, is a journey
time of 31 minutes straight into Crossrail, which is the new £16 billion line that goes straight
into the West End and the CityThe journey time savings are going to be very substantial;
they are not goingo be marginal at all.

Even if we take the argument and accept that the value of journey time savings has been
overestimated, there are other things in that model | think are frankly crazy; for example,
the economic model posits that growth in passengambers stops in 20 year¥ou see it

in the 2013 strategic case, on page 16; the {mrgh demand is then plateaued in 203Bat

is, again, part of the modelunderstand the rationale, which is the further out you go the
greater the uncertainty and tmefore the less reliance you should put on projections of
passenger demandll | would say, as a matter of common sense, is if anybody seriously
thinks that demand on the West Coast Main Line and for travel between London,
Birmingham and Manchester ismgito stop growing in 2033, | think that they would be in a
small minority of opinion and | would be prepared to wager a very large bet that that does
not prove to be the casdt would have been equivalent to Brunel, when he was building the
Great WesternRailway, being told that the better option was to upgrade the canals,
because you could not see and project any passenger numbed @6t and an upgraded
twin-tracked canal system between London and Birmingham would be more than enough to
meet demand fothe next 20 yearslt is not a plausible position.

Again, | am always into conservative cases on these tiihggoint | make in response to
Lord Carrington is that even if you accept that journey time savings have been exaggerated,
| would put to youthere are other elements in that modelthat is, of course, a model that
produced a satisfactory B&CRthat are hugely implausible; by far the most implausible
assumption is that passenger growth will stop in 20 yéaftsen | had this benefitost ratio
andall the components explained to me, because | am not an economist, but | take my
responsibilities seriously and went through all of this in some detail when we were going
through this in 2010, the conclusion | reached was that you could put different atisms

in. You could have a lesser assumption for journey time savings; you could have a greater
assumption for future passenger growthwould come out somewhere around this, but

that was not a substitute for judgment, and the central judgment thatdddiS2 is that we

are not going to be able, as a country, to get through the next 20 years without major
infrastructure upgrading between the three principal conurbations of the cousy.

either do it by a further modernisation of the Victorian and pvectorian railwayi and |

have been there; that was going to be a very expensive option with marginal béreafits

we built a new line.

| was also influenced by the fact that almost every country with our economic geography,
almost every country that had fagehis issue over the previous generation, had opted for
high speed rail. visited them; again, | took this very seriouslgpent two months visiting

most of the countries that have developed high speed rail over the last generiatianght

the tailend of the last evidence session; you could have a debate about whether city X or Y
benefited more or less; did Avignon benefit more or less than Lyon or Lille, which is very
depressed®id it get the full benefits that it might have gathat | can tell te Committee

is | did not meet a single mayor of a city, whether it had gained more or less, Minister,
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parliamentarian, of any country that has developed high speed rail, who told me that if they
could have rerun the previous 20, 30, or 50 years, in theegzslapan, they would have
thought they were better off not doing it: none, not one.

However, onthe other big decision | had to take as Transport Secretary, which was on
aviation option& that was very, very difficylivhere we placed new runway capaditythe
south-east of Englarid | can tell you that irprobably about half of the countries | visited the
Ministers, parliamentarians and mayors told me they thought they had made very significant
strategic errors in the location of airports and the develogmh of airport capacity over the
previous generation.simply put it to the Committee that when the whole of international
opinion and evidence is on one side, which it certainly is not, | should say, in the case of
aviation, then | tend to be of the schbof public policy that thinks that is an argument for,

not an argument against.

Lord Carrington of Fulham: That is very helpfulndl quite understand what you are
saying, but the conclusion from that is that all the modelling that the Departfoent
Transport does, and all the other various academics do, is all really a waste of time.

Lord Adonis: No.

Lord Carrington of Fulham: What we really ought to be doir
actually think this is a good thing,; therefo

Lord Adonis:No, | did not say it was a waste of time; let me emphasise what | lsséald it

was an important aid to decisiemakingi an important aidlf the modelling had not shown

a robust business case, and it did, then that would have been a sigridictant but it is not

the only factor.The Committee will have been looking at the historic evidence on the
Jubilee Line, on the M25, on a number of big infrastructure projects in the past, which have
had much weaker BCRs than HS2, but which nobody wduém now of revisiting.

Indeed, somebody said to mehis may be dangerously anecddtahat of the major
infrastructure projects linking major cities and conurbations, which had been carried out in
the previous two generations, only two had significantigerperformed projectionsOne

was the Humber Bridge; well, we all know the political history of that particular decision.
The other, very tellingfy and | caught the end of your last evidence sessiaas HS1I did
look at HS1 with some care, because tlss very important issue in respect of HS2; HS1
was between three citiés London, Paris and Brusselshat did not have very substantial
traffic; it is important to understand thalt was the then Conservative Government that
backengineered figures fohe next 20 years that showed extraordinary levels of growth
between those three cities where there was not substantial traffic at the time when the
project was commissioneavhereas, again, with the conservative argument, building a line
between the threemajor conurbations of the country where there is huge traffic and very
great pressure at the moment, is a much stronger positig.own view, for what it is

worth, if you could rerun the history, is that we built the wrong high speed line first; we
shouldhave built the high speed line between our major conurbations in England first,
before we started building a line out to the continent, but that is another matter.

Lord Carrington of Fulham: If | can just finish on this, that is not the argument that we
have been hearinghe argument we have been hearing is the pressure is not the traffic
between London and Birmingham, and so on; the pressure is actually on the commuter
traffic in London, and that is a very different issue.

Lord Adonis: No, it is not. No, the two are the same, because in order to address that, the
released capacity on the existing lines is essential, and for freight traffic too, so the two
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arguments are the same: that by taking all of the ddistance, and a good part of the
semifast,semidistance traffic off the West Coast Main Line and, in due course, the Midland
Mainline and the East Coast Mainline, you dramatically enhance capacity in a way that is
otherwise impossible to do on the conventional lines for commuter traffic, andalszally

for freight traffic as well.

Q117 Lord Lawson of Blaby: Lord Adonis, you are the only begetter of HS2, and far
and away its most eloquent advocalieis, however, a hugely expensive public expenditure
project. Would you be in favour of it irrespective of what it cost?

Lord Adonis: No.

Lord Lawson of Blaby: What i s the upper | imit of cost w
too mucho?

Lord Adonis: A price where any plausible view of the cdmtnefits of upgradinthe existing

lines would be very significantly bigger than building a new line, including pricing in the cost
of disruption, which is very expensive, and has not been priced properly in previous
upgradesThe halfbillion figure that | gave did not remdteprice the cost of 10 years of
chronic and sometimes perpetual disruption on the West Coast Main Line, but that is a
judgment that would need to be madat the current figure of £42 billion, of which 50% is
contingency, my judgmenfisagain, looking &he alternative8 that HS2 is not at that

upper limit, but, if it were to increase way above that then it might reach such a limit.

Lord Lawson of Blaby: Can you give us some id@decause you have studied this very

carefully, very closely, over a numberyaars$i of what that limit might bePsay this

because we have had a lot of evidence that the great majority of these pidjactsevery

one, but the great majorify substantially exceed the projected coétthough you say £42

billionAi in fact the Governmeinnow says around £50 billion; there are others who have

said £80 bilion at what fi gure would you say, ONo, th

Lord Adonis: There are two different issues here, which | think are importantreasing
figures because of increasing projens of construction costs and so on, | entirely discount,
because the same would be true of the conventional upgrdtiessnot the case that
conventional upgrades of existing infrastructure somehow overrun their costs by less than
new linesOn the contary, look at the upgrade of the Jubilee Line, which was hugely
expensive, as well as the extension of the line; both massively overran their costs.

The issue that would weigh on me is if there were new factors, something like a massive
increase in tunnéhg, which, holding the two options at a constant price, led to a very big
increase in the cost of HSZhat has not happened yet; there has been some increase in the
costs, because of some design changes, but the spec for HS2 has not changed sybstantiall
since the one that was published in 2010, which in my judgment withstands comparison
between plausible upgrades of the existing infrastructure.

Lord Lawson of Blaby: It has not happened yet, but it could happ@&here could be cost
escalation of varioukinds, but you are not able to put a figure on the point at which you
would cry, ONo, stop; that is too much. o

Lord Adonis: | was very concerned when the figure that Government published went up by
nearly £10 billion, from £32 billion, which is the figuhat | published, to £42 billiorh.was

very concerned about that, but most of that increase was a big increase imposed by the
Treasury for additional contingen@ya big increasesome increase was because of cost
increases, and a very small proportioh think about a tenth of it was because of design
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changesThe issue of contingencies is an issue | hope the Committee will pay some
attention to, because | had a big difference of opinion with my advisers and with the
Treasury.The Treasury requires a contyency of 50% on the cost of projects.

Lord Lawson of Blaby: Based on bitter experience.

Lord Adonis: This is an interesting issue for the Committee to considdy. view, having

looked at what happens in other countries and why their costs are so much lag/énat

part of the reason why our costof infrastructure are so higis because the Treasury

requires such high contingencies to be built in at such an early stage in the development of
projects.When | was Transport Minister, | was dealing constawnily project managers;

they immediately take the figure as the figure including contingencies, and all the bids come
in close to it, and so onThe proof of that being the case is the way that HS2 is currently
discussed,; it is always referredftandeed, ya yourself referred to it Lord Lawson, as a

£42 billion project.lt is not: it is a £28 billion project with a 50% contingenchjaeh has

been built ino the cost.If it was talked about as a £28 billion project, and the promoters
would need to go cap indnd to the Treasury for additional funding, | would be prepared to
wager, again, that the cost of this project at the end of the day would come in less than it
does when imposing very large contingencies at a very early stage in the project.

Lord Lawson o f Blaby: What are you proposing should be done now to reduce the cost?

Lord Adonis: | think it was a mistake, in my view, to build in such a large contingency at
such an early stage.

Lord Lawson of Blaby: What practical proposal have you got now to prevent this lack of
financial discipline?

Lord Adonis: The best advice | could give the Committee is to do whatever it takes to keep
Sir David Higgins as the chief project manager, because he has gotesmre of delivering

big infrastructure projects on time and on budgkts the project management that is now
going to be utterly vital to bringing this project in on time and on budget, and weak project
management of a project of this kind, which is targest construction project in western
Europe, would be the most likely cause of an escalation in costs.

Q118 Lord Lawson of Blaby: Mayl just ask one question on a completely different

topic: we were told by Prof esdtoerhist@®y,aherst er , a
Lord Adonis commissioned HS2 to start to investigate the proposal, he dictated that fares

should be the same on the new railway as they would be on the old raill¥eat.was the

starting point and it has been fundamentally that way svern s that correct?

Lord Adonis: | did not dictate it, nolt was the view of my advisers from an early stage

that the railway should not be built as a premhawst railway, but equally | took the view

that the pricing policy and strategy on thediwas going to be a matter for a later day.

thought the sensible conservative assumption to take was that the pricing would be broadly

at todayds | evel, but, of course, you do hayv
opening of this railway, which hot going to be until 2025 or 2026, whether or not you

want to have particularly business fares priced at a higher level.

Lord Lawson of Blaby: Which might be sensible, do you think?

Lord Adonis: | can see arguments on both sides; | think | would beppred to leave this

decision to being taken much closer to the time, because who knows what conventional

wi sdom about pricing strategies for transpor
these decisions will be taken.
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Lord Lawson of Blaby: Youare very familiar obviously with the concept of willingness to
pay, which is in the analysiiit is felt that there is an unwillingness to pay for higher fares
on the high speed HS2 track, is this not rather strange, if you are having this huge
improvenent, and there is not a willingness to pay higher fares?

Lord Adonis: As | say, when you said that | dictafed
Lord Lawson of Blaby: 1 did not say you did; Professor Glaister did.

Lord Adonis: | did take a decision that the modelling would be done onhliasis of fares

not being higher, but it would be possible to have fares higher, and, of course, | understand
the argumentRail fares have risen substantially above the rate of inflation over the last 20
years, and that has been accompanied by veryismmifincreases in travdlcertainly do

not take the view that if the benefits are there that passengers would not be prepared to
pay for them, but I did not build in more expensive fares as an assumption in the costings.

Q119 The Chairman: The HS2 is a stimlant for growth across the country, but
particularly in the north; that is one of the important claims that has been maiehave

heard from a number of witnesses, and we are due to hear from local city leaders, and they
have said in written evidence thsignificant additional investment is needed in order to
connect cities with the new stations, if they are outside the city, and to put in additional
infrastructure.ln London the rebuilding of Euston is another major capital projastl
understand itthe cost of all of this, which is absolutely essential and necessary to generate
growth, are not captured within the £50 billion overall céisthe difference between42

billion and £50 billion | think is the rolling stockhould those costs not be captutelt

would seem that Network Rail and a number of other witnesses have said capacity is the
justification for phase 1; for phase 2, it is economic growthless you capture all the costs

of that, and all the investment necessary in that, you are nottabi® a proper analysis.

Lord Adonis: | do not think that is a fair criticism, because thé2fbillion does include the

cost of all the stations and infrastructure integral to HS2 itself, including London Euston, the

new city-centre station in Birminghanthe new citycentre station in Manchester, and so on,

so it includes all of those cost8gain, the counterfactual is quite important: London Euston

is falling downMany members of the Committee may use it; you will see it is a18&Ds

station built 6r half of the passenger numbers that currently use it, and it is in a

semidilapidated stateCo mpar ed t o Kingds Cross St Pancr as
taken place there, Euston is clearly-Eepired. There is not a future for Euston that hake

status quo and no investment, against the rebuilding; it will have to be rebuilt either way.

The question is whether it is rebuilt with higgpeed capacity as part of it or not.

The other elements that you have referred to are additional investmueiits their own
benefits over and above HS2, so the HS3, as it is loosely called; | do not think it will
necessarily be a high speed line, but the-gastt line from the north, which could link
Liverpool, Manchester, Leeds, Sheffield and the re&st.That is an entirely separate and
additional projectlt is not required because of HS2; it is an additional project over and
above HS2Now, of course, the city leaders of the Midlands and the north are very anxious
to have additional investment over and akaHS2, so, of course, they are making the
argument for it happen to think that, particularly in the caseeafstwest rail linking up the
major cities of the north, that there is a strong ca®e it, but it is not a case integral to

HS2.

The Chairman : Were you concerned that the benefits would largely be felt in London and
the London economyWe have heard from some witnesses in cities outside of London that
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this will suck economic activity down to London; for instance, Birmingham becomes a
commuter aty. Was that a concern of yours?

Lord Adonis: You have got the city leaders of Birmingham and Manchester coming to give
evidence to you, ChaiRPut that question to them and you will get a very, very sharp answer
to this view that having improved connedty with London is somehow going to suck
economic activity into Londori.was very influenced in my thinking on this by a professor at
the LSE, who said that effective 21st century cities are both very powerful centres of
production, but also of consumtin. The great cities of the Midlands and the north have
huge assets in terms of consumption; they are desirable places to be; they have in many
cases a very high quality housing stock, particularly for professional feleptgee Edwardian
and Victorian hougsg stocki and they have very successful and acclaimed cultural
institutions.l see Lord Shipley, a former leader of Newcastle City Council here; he would
be able to wax eloquent about the value of the great cities of the nedht as centres of
consumptim as well as centres of production.

The idea that because the trains get faster to London everyone is going to decamp to
London, is not a plausible proposition; it is certainly not one held by the leaders of those
cities, nor is it one held by the leadeo$ second cities, which have been served by high
speed lines in other countries, not one of whom, when | have met them, said that they
thought that they would have been better off without the high speed line.

Q120 Lord Shipley: It has rarely been mentioned amy of our hearings, and has not
been today: are you satisfied that rail linkages by high speed with Scotland are going to be
satisfactory?

Lord Adonis: | heard one of your last witnesses saying that the majority of the track
mileage on the TGVs is offi¢ high speed lindhe 2010 plan, which the present
Government has maintained, is to run the high speed trains to Scotland off the conventional
line on the west coast and east coast to Glasgow and Edinburgh, which would give a very
substantially shortemourney time of about an hour in the case of both the West Coast Main
Line and the East Coast Main Lifidat is taking the journey time to between three and a
guarter and three and a half hours between Glasgow and London and Edinburgh and
London, which is big improvement on the status qudhe building of the high speed line all
the way through to Glasgow and Edinburgh will clearly have to be somethitgyandthe
early2030s, because the traffic would be significantly less than south of Manchester and
Leeds.

Lord Shipley: Does that include freight traffidecause obviously there is not a new line,

so actually increasing the amount of freight that is moved by rail is going to be more limited.
Do you think that kind of connectivity matters or mightbe that air takes over a lot of the
growth in freight mileage?

Lord Adonis: There is still quite a lot of spare capacity on the West Coast Main Line and
the East Coast Main Line north of ManchesiEne East Coast Main Line is more
problematic actually;sayou know, the East Coast Main Line south of Newcastle suffers
from significant issues of congestidvie were not looking at this, but it may be that the
case for building out on the east coast further north than Leeds is stronger.

Lord Lawson of Blaby: You were somewhat dismissive about berebst ratios, but | do

not think you were arguing that they should be disregarded altogether; they are obviously a
significant metric that has to be taken into accouvhat is the lowest benefitost ratio

you woud consider acceptable?
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Lord Adonis: The rule of thumb in the department is that a project with a BCR of less than
2 is either weak or there would need to be significant additional factors to be taken into
account to make it a project that is likely to [sipportableHS2 was above 2.

Lord Lawson of Blaby: If it turned out to be below 2 then you would not want to go
ahead.

Lord Adonis: | did not say thatl said there would need to be significant additional factors
to be taken into account, but it has beatove 2.

Q121 The Chairman: Two short questions: do you think that the Department for
Transport is sufficiently resourced to carry out HS2 and all the other projects it has got on?
Are you satisfied that there is enough-oodination across Government as a whole to

deliver the benefits of HS2?

Lord Adonis: A separate HS2 company has been establidhatbw that has been
significantly enhancing its capacity over the last two y&éwe critical thing to my mind is

the leadership of the project, like all projects, and like all organisations, with weak leadership
they are unlikely to thrivel was very concerned in the period after 2010 that there was
very weak project leadership for 82.The arrival of Sir David Higgins, who is one of the
best major project managers in the world, and was the previous Chief Executive of
Network Rail, along with Simon Kirby, is giving this project the strongest possible
leadership; to my mind that is th&ucial resourcing that it requireQuite how large the
project teams need to be, and at what stage you engage substantial new construction
partners, and all of that, is very much a secondary consideration, which Sir David and Mr
Kirby will take.

The Chairman: Lord Adonis, thank you very much indeed for a most interesting session.
Lord Adonis: Thank you, Chair.
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Counting the Costs: An assessment of the extent of social and environme ntal
impacts resulting from High Speed Two terminating in Euston

SUMMARY

The purpose of this report is to highlight a range of significant negative impacts accruing to
communities in the locality of Euston, its approach and the cutting northwards to Bgukw

the HS2 Ltd Community Forum 1 (CF1) areas a result of the construction of HS2

Time and resource constraints have resulted in the authors concentrating their efforts on
just some of the many impacts, delineating the extent and duration of impesedtant
disruption and the likely catastrophic impacts these will have on the-lve@llg of local
people.

The report al so urges that the soci al and
communities accruing from the construction of the HS2 temns at Euston are properly
evaluated and quantified and that these significant costs to LB Camden and its communities,
which are estimated to be in the region of £1bn and indeed could exceed that amount, are
properly accounted for and incorporated into theebit side of the business plan for HS2.

The report aims to highlight the extent of costs externalised to individuals such that they
are subsidising the costs of railway construction through significant personal financial losses
and reductions in wellbeg to levels that are completely unjustified.

Fundamental to our argument is the belief that HS2 Ltd have failed to properly evaluate the
costs of bringing HS2 into Camden, a densely populated high value area of Central London.
Intrinsic in this beliefs that the very real needs of many thousands of individuals living
within reluctant O6hostd communities have not
irrelevant.

The arguments set out in the submission are supplemented with cugtmrated maps,
charts and tables within the Appendices together with a clear underlying methodology for
data collection.

Ampthill Square Estate is situated directly nedast of Euston statioand shares is western
boundary with the cutting wall to the Euston ApproacHts geographical location makes
residents of the 365 housing units particularly vulnerable to negative impacts from the
construction of HS2.

About the authors

Since moving to Ampthill Square Estate twefiye years ago, Fran Heron has been a
communiy. She has been active in the local Tenants and Residents Association for many
years and currently chairs the Camden Town District Management Committee, an umbrella
group ofelected TRA representatives working in partnership with LB Camden to improve
all housing related services and the quality of life of residerfisan has no formal
qualifications apart from long experience and enthusiasm.
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Louise Fletcher, an Ampthill Square resident of three years, worked for 30 years as an Earth
Scientist. In her priessional acquired many years experience in working and analysing map
data.

The authors wish to acknowledge the invaluable help provided by John Fletcher for patiently
proof reading, editing and formatting this document.

1. Background

1.1. The origin andprogress of plans for High Speed Two (HS2) will be familiar to the
Committee and will not be repeated here. Itis, however, appropriate to mention that,

since the announcement by the then Secretary of State for Transport, the Rt Hon Justine
Greening, onahuary 1) 2012 that the Government had made the decision to go ahead

with Phase One of HS2, a long shadow has been cast over many lives in Camden. This
escalating gloom is most acutely felt by communities living in closest proximity and radiating
outwards from Euston Station, the station approach and the railway cutting northwards to
Parkway tunnel.

1.2. Intervening years have compounded fear and uncertainties within communities with
regard to the future. With passing time and as the scale and duratitimregbroposals

become clearer this anxiety has become more profound. Large numbers of people will have
their property and lives blighted. The authors will attempt to illustrate the extent of just
some of these.

2. Costs v Benefits
2.1. The Governmentclaimstha HS2 ©6i s the most significant
project in the UK since the motorways were b

project relentlessly forward into the centre of our lives. The scale and duration of the
works are unprecedeted and the HS2 juggernaut proceeds inexorably with minimal
democratic accountability. The London Borough of Camden unanimously believe that the
negative impacts and disadvantages flowing from HS2 far outweigh the limited future
benefits and have congsitly opposed plans for Euston. This view is widely shared by
communities in the Borough.

2.2. ltis also widely held that HS2 Ltd. has failed to properly assess the costs of bringing
HS2 into Euston, a high density high value urban area of central Londsn.dbing they

have completely failed to count the considerable resultant social and environmental impact
on communities in Camden.

2.3. The benefits that will accrue from HS2 are so far in the future as to be considered
irrelevant. Homes and jobs will nde delivered for over a decade at the earliest and
probably considerably longer. Most construction jobs will not be filled by local people (who
will bear the brunt of construction) but will be imported.

2.4. The authors concur with a growing body of concefrat the benefits of HS2 have

been grossly overstated while the opportunity costs and debit side of the equation have

been largely ignored. This study aims to highlight just some of the externalised social and
environmental costs heaped onto the peopleGdmden. The Pan Camden HS2 Alliance

has stated oOoOWe have always urged that a pr oj
be subject toscrutiny and testing in a properly independent and public inquiry . We are
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increasingly dismayed by the extentpaftential patronage that could be exercised by HS2,
the Department for Transport and by other bodies. We believe this is damaging and
corrosive to our democracy. o

3. Opportunity Costs

3.1  Many local people are sceptical of the stated benefits of HSZasaept and believe
the overall cost of around £50bn is totally inappropriate for just 330mls of new railway that
will benefit only an estimated 0.26% of the population. The annual statistics of Office for
Rail Regulation show that the large increasedsgenger loads (predictable following the
significant investment in extensive upgrading of the WCML) is slowing down and demand
now appearstobefldt i ni ng. HS2 Ltd. 6s business case
increase in passenger loads for lahgtance services which looks increasingly less likely.
With the cost of fares being prohibitive to many and the rapid evolution of media
technology, video conferencing and the like, the demand trend for long distance travel may
well reduce in future yea:

3.2  The figures below illustrate the disproportionate amount of the annual rail budget
dedicated to the construction of HS2. Given the size of the National Debt, the austerity
regime of the present Government aimed at significantly reducing public sgendigoing

cuts to council budgets translating into loss of services and what many would consider more
vital spending priorities for the benefit of the many rather than the relatively few, the
prioritisation of HS2 is questioned by significant numberhefpopulation.
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Fig 1. Statistics illustrating disproportionate rail spend on HS2

2015/162020/21 transport spending plan *

HS2 £16,052,000
Network Ralil £22,471,000

Total £38,523,000
HS2 length 330mls
UK Network 9,789mls
(Electrified 3,262mls)
HS2 proportion of budget: 42%

HS2 proportion of UK Network

3.4%

*Statistics
2013

guot ed

from HM Treasury Jdnecument

3.3 The table above shows clearly that HS2 will consume almost half (42%) of the total annual
rail budget, including London Transport, for the next five years. As HS2 annual projected
spend increases with time, this proportion of spend is likelyp¢orepeated or indeed
increased for the foreseeable future

3.4 While the UK is planning what many consider to be an esgecified over hyped high speed

line, less than half the UK rail network has been electrified, a large proportion of its stations
are notfully accessible and many stations are unmanned and have no public conveniences or
adequate shelter or seating for the use of those waiting for trains. This is a national disgrace.

4.2

4.3

The Camden Setting

Camden is a thriving, bustling, dynamic and vibragepto live, work and visit. It is home to
over a quarter of a million people within the 22 sq. km of the borough.

The economic health of Camden is good with an annual GVA of some £21bn and is growing
from strength to strength such that it is currentlyetthird largest economic driver in
London; with only the City and the London Borough of Westminster demonstrating

stronger economic prosperity.

In achieving this level of economic prosperity the tourism

industry is a significant factoCamden is packedith visitor attractions, the British
Museum, the British Library and Camden Lock Markets being amongst the most popular. In
short, Camden is a great place to live, work and play.

Camden also has a long and glorious history built on railway developmeroasts three
of the ten mainline termini in London, Kings Cross, St Pancras International and Euston are
all situated within a 1km stretch of Euston Road in the heart of Camden.

This train will terminate at Euston
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So said Justine Greening when, ag&acy of State for Transport, she visited King Cross to
cut a ribbon and beat a hasty retreat. But
to terminate HS2 at Euston is set in concret

The wellrespected Institute of Economic Affairs hasblished several papers critical of HS2.
I n their critique O0HS2: the next government
the authors discuss the cost implications of the termin