Department for

Transport

G

Prioritising Transport Investment in England

Gavin Gaunt
30t June 2011



Department for

Transport

Structure of presentation

 The Coalition Agreement and DfT Business Plan

e Decision-Making Reforms 2011

e In summary



Department for

Transport

Transport presents a challenging
environment for appraisal and decision-making

e Many people affected in many
different ways — complex trade-
offs required from decision-
makers

« Many different types of scheme
vying for the same funding pot

e Many promoters demanding
consistent treatment (and quite a
few disappointed parties )
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These challenges shape the way that we
do appraisal

 We routinely appraise a wide
range of impacts, and have
rigorous approaches for
gualitative and quantitative,
social, economic and
environmental impacts

 We publish detalled
guidance to ensure
consistency between
promoters, modes and
options

 We have all new guidance independently reviewed
and consult on guidance before making it definitive
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The New Approach to Appraisal (NATA)

was developed for the 1998 Roads Review

o ‘A clear and open framework
to appraise and inform the
prioritisation of proposals’

 The key innovation was the
development of the Appraisal
Summary Table — a structured
framework for considering the
pros and cons

* Impacts appraised against the
Department’s five strategic
objectives

« Used by Ministers to whittle down hundreds of roads proposals
into the set of 67 that became the Targeted Programme of
Improvements

o Later augmented to support Multi-Modal Studies programme

1 A New Deal for Trunk Roads in England: Understanding the New Approach to Appraisal
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Shadow Ministers had taken a keen Transport

Interest In NATA and reflected this in their plans

our programme for government

We will reform@he way decisions are made>
on which transport projects to prioritise,
so that the benefits of low carbon proposals

(including light rail schemes) are fully
recognised.

Business Plan 2011-2015

vil. Reform the way transport projects are assessed and funding prioritisation decisions
are made so that the benefits of low carbon proposals are fully recognised
a) Review and revise DfT guidance on appraising transport projects

b) Review and revise DfT processes for assessing schemes and supporting
Ministerial decisions
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Ministers interest in appraisal
continued once In Government
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Ministers value the support it provides

“We have the best appraisal system in Whitehall -
there’s no question about that. The Department for
Transport’s appraisal system is more objective, more
quantitative than anything else across Whitehall.....”

Philip Hammond, LTT558

“The processes of economic appraisal and NATA are
a very useful aid to decision-making. They are very
usetful, in particular, in ensuring a degree of

consistency between looking at ditferent competing

projects.....”
Theresa Villiers, TSC evidence, 14" Dec 2010
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Ministers value the support it provides

LAKC 111LU ACCOULLL 111 U1€ UCCISIUILLS LidL 1L HIIdKES. Ul
top of the economic appraisal one obviously has to
look at broader goals about north-south balance,

regional equity and social justice”
Theresa Villiers, TSC evidence, 14™ Dec 2010



The outcome of the reforms were

announced in the House on April 27th

e The Written Ministerial
Statement announced:
— The replacement of ‘NATA

— The formal adoption of the HMT
Five Case Model for transport

— Changes to the WebTAG
guidance on appraisal

— Greater emphasis on early stage
sifting with a new tool to support

http://tinyurl.com/dmrwms




The Govt response to the ‘Transport and

the Economy’ inquiry gave more context

 The Benefit to Cost Ratio (BCR)
summarises a lot of information in a
single metric that lends itself to the
comparison of proposals.

 However, it should be remembered that \
a BCR only captures those impacts that |
are amenable to quantitative analysis v

and monetisation, and obscures the
detailed trade-offs that are being made
within its calculation.

e As such, it can be a useful device for a
first comparison of many different
proposals,

 but not a substitute for a more
detailed consideration of the impacts
or, indeed, reasoned discretion when

making decisions. see response to Rec 8, http://tinyurl.com/tegovres




Let’'s debunk some myths

1. Appraisal decision-

A
making (
2. The Benefit-Cost Ratio (7)(

IS not everything

3. There is more to rigour
than just sums
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The outcome of the reforms were

announced in the House on April 27th

e The Written Ministerial
Statement announced:
— The replacement of ‘NATA

— The formal adoption of the HMT
Five Case Model for transport

— Changes to the WebTAG
guidance on appraisal

— Greater emphasis on early stage
sifting with a new tool to support
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The Five Case Model considers the

proposition from five distinct perspectives

Financial

How does the proposal
fit with wider policy objectives?

Does the proposal present good
value for money?

Is the proposal financially affordable?

Is the proposal deliverable?

|s the proposal commercially viable?
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Guidance available in WebTAG

Study outputs

Economic
case

Stage 1:
Option
development

Options Assessment Report

Appraisal Specification Report

Stage 2:
Further

Appraisal

Appraisal Summary Table

Transport Economic Efficiency table

Public Accounts

Analysis of Monetised Costs and Benefits

Greenhouse gas worksheet

Noise worksheet

Air quality worksheet

Social Distributional Impact worksheet




Appraisal of impacts Development of evidence for business case

Strategic Economic Financial Delivery [Commercial

t tput
Study outputs case case case case case

Outputs from EAST

Stage 1:
Option Options Assessment Report
development

Appraisal Specification Report

Guidance available in WebTAG

Appraisal Summary Table -

Transport Economic Efficiency table

Public Accounts

Stage 2: Analysis of Monetised Costs and Benefits
Further
Appraisal Greenhouse gas worksheet

Noise worksheet

Air quality worksheet

Social Distributional Impact worksheet

Social Research advice & guidance web pages

Carbon Tool for Local Authorities

Value for Money guidance

Advice on Public Private Partnership (PPP) and Private Finance Initiative (PFI)

DfT’s Evaluation guidance including evaluation plans and benefits realisation

Office of Government Commerce’s Gateway Review guidance

Other guidance & tools

Network Rail's management & control process for enhancements (GRIP)

Highway Agency'’s project control framework (PCF)




We have made changes to WebTAG

content in April 2011

The key changes to note are:

Changes to Benefit Cost Ratio formula "
i®)
Social and distributional impacts =
: : . ©
Air-quality monetisation p
Latest DECC carbon values o
Revised valuations to reflect recession and tax changes E
New value of health impacts of air pollutants S
Appraisal Summary Table
S
=

http://tinyurl.com/webtaghist




What impact will these WebTAG changes

have?

 The changes in valuation to adjust for the recession will generally
decrease value for money of all schemes

« Schemes that generate more traffic and increase carbon emissions
will have a lower benefit-cost ratio and generally considered to be
lower value for money

« Social and Distributional Impacts may have the biggest impact on
effort required

« Ministers will be presented with a wider, more balanced, range of
evidence to inform decision-making



EAST has been designed to faclilitate

early stage appraisal

Early Assessment and Sifting Tool (EAST) fits in the
early stage of transport appraisal —stage 1.

WebTAG: appraisal guidance

Need Option Option Further Aopraisal mplementation
identification generation sifting PP & evaluation

Early Assessment and Sifting Tool




EAST has been designed to facilitate

early stage appraisal

Key design features:

« One page summary of
evidence for each of the 5
cases collated for each
option being considered.

 Ensures consistency of

evidence presented across

the options, and across
different studies.

1 to 5 rating
scales enabling
the user to make
effective
comparisons

Performance
against key
objectives
through a RAG
rating

Comments
boxes to present
evidence and
reasoning
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In summary: What does this mean for

Transport Planners?

* Decision-making will continue to be supported
by sound transport planning evidence

e There Is a new clearer structure to business
cases that you will need to adapt to

 The new structure presents a golden opportunity
to demonstrate Transport Planning rigour

 There are some changes to WebTAG guidance
that need to be taken on-board



