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S1
S2 I am delighted to have the chance to present to the Transport Planning Society the results of this important piece of work by the ITC on long distance travel.  Please get comfortable, and fasten your seatbelts, because this is quite a journey and I need you to concentrate!  I am going to discuss first the patterns of long distance travel, then present the analysis of the main drivers of travel, and then look at some alternative policy scenarios forward to 2030 that we have been able to forecast.

S3  This project was commissioned by ITC because we have felt that long distance travel (travel over 50 miles) has been a neglected area of policy, certainly in a multi-modal sense, with all the understandable concentration on urban transport.  We have rail policies and plans, we have the designation of a strategic road network, and someone has a policy about domestic aviation.  But are they linked up?  to be fair, the DfT’s restructuring three years ago aims to do just that, so you could say we are pushing on an open door.
But some odd things have been happening on long distance travel;  rail travel has grown enormously since 1996 - well over 50% - while road traffic much less fast, and yet congestion indicators are worsening; domestic aviation continues to increase with more and more routes though less serving Heathrow; and coach travel - well, we don’t know a lot about that.   Where is it all going?  What would be the effect of continuing rise in oil prices?  What would be the effect of a carbon tax? How important is income and GDP in driving it?  and since (as we will see) a third of all passenger kms (and therefore roughly a third of transport carbon emissions) relate to journeys over 50miles, how should a carbon reduction strategy take account of this?

So the ITC commissioned a research project to do three things: to understand what long distance travel is all about and the drivers of it;  second, to look at how long distance travel would grow over the next 10-20 years and what the implications of that might be;  and third, to explore how this picture might change under a number of possible scenarios.  

S4  We commissioned Professor Joyce Dargay of the Institute for Transport Studies at Leeds University to construct a model of domestic long distance travel in GB, in a way which would backcast known travel trends to 1996 and forecast forward to 2030.   Her report has been concluded, and we are currently preparing the Commission’s own response to it, and planning its publication early next year.  The presentation today is a pre-publication ‘outing’ of the findings and results, so we will be able to take on any key points in our response.

First, thanks to Joyce - who is here tonight and will join the discussion panel - for an excellent and significant piece of work.  May I at this point express our gratitude to our core sponsors Go-Ahead, Stagecoach and Arriva, some of whose support to the ITC has been used on this study, and to our project sponsors Department for Transport, the Rees Jeffreys Road Fund and Network Rail.

S5  lets look first at the patterns of long distance travel.  

S6  domestic travel by GB residents, trips over 50 miles, by 4 modes, 5 journey purposes and two distance bands.  The demand model is of aggregate demand, not geographical or by OD. 

S7  principal data source is the National Travel Survey up to 2006, with some use of the not fully published 2007 and 2008 data.  Other key data sources mentioned, including a sample survey of long distance travel carried out by ITS under Joyce’s specification.  

S8  This table tells us the basics - one-way trips per person in a year, averaged for the middle of the decade.  20 one-way trips per annum, travelling over 2,000 miles. Although only 2% of trips, they account for about 30% of all travel mileage.  
S9  Look at the highlighted numbers.  Although only 3% of all car trips are over 50 miles, those trips account for nearly 30% of all car mileage;  and for nearly 80% of all long distance mileage.  

S10  Long distance travel has been growing over the last 10-12 years, but in recent years, car travel seems to have flattened out, while rail has continued to grow.

S11  This shows long distance travel - the small bars at the bottom, in relation to all travel.  Again, long distance travel may have flattened while overall travel has continued to rise.
S12  and so far as journey purposes are concerned, note that the time trends have favoured the growth of leisure, holiday and visiting friends and relatives (VFR):  they now account for 70% of all long distance travel, with business at 20% and commuting at 10%.  

S13  We see in this table how this works out between the modes.     

S14  look at the numbers I have highlighted in red.  Car is dominant in all journey purposes, but especially so for VFR.   Rail accounts for a ¼ of long distance commuting - although don’t forget that commuting is only 10% of all long distance travel.  Coach travel is really about holiday and leisure.  And air travel is mostly business travel.  These are very diverse patterns between the modes.

S15  this shows mode shares in the two distance bands;  not a lot of difference here, though car journeys tend to be a little shorter.

S16  So what are the key points from looking at the patterns of travel?

· one third of all travel is over 50 miles

· the car dominates this, with nearly 80% of travel, rail accounts for 12% and the rest is coach and air

· the car dominates all journey purposes;  rail is relatively strong for long distance commuting and VFR.  Rail and air are significant for business travel;  and coach is significant only for holidays and leisure.

· Car travel seems to have flatlined in the last few years while rail has continued to grow
· And 70% of all long distance travel is personal travel - holidays, leisure and VFR - with only 20% for business and 10% for long distance commuting

S17  Having looked at the patterns of travel, I want to now to look at the drivers of long distance travel.   
S18  I am going to talk about elasticities, and forgive me but there may be some in the audience who need reminding exactly what elasticities are.   In our case, they tell you how much change in long distance travel is caused by a 1% change in income, or a 1% change in the price or cost of travel.   So for example, an income elasticity of 0.5 means that a 10% change in income will generate a 5% change in long distance travel.   And a price elasticity of -0.3 means that a 10% increase in cost or fares will cause a 3% drop in demand - or the other way too:  a 10% fall in cost or fares will cause a 3% increase in demand.

We also use the term cross-elasticity.  That means the impact on - for example - rail travel of a change in the travel times by car (for example due to congestion).  This is a measure of the extent to which people are likely to switch mode as a result of a change in the fare or travel time.   So for example, a cross elasticity of rail travel of 1 with respect to car travel times means that a 5% worsening of car travel times will produce a switch amounting to 5% of rail travel.  Don’t forget, of course, that there is 6-7 times the amount of car travel as rail travel, so quite a small switch out of car will manifest as a big change in rail travel.

S19  We are going to look at income elasticities;  the effect of economic, demographic and geographical factors;  and some elasticities with respect to price and time.

S20  This chart shows income elasticities by mode and purpose.  I must emphasise that these are medium term elasticities, and that long term elasticities are about 50% higher.
S21  Let’s highlight the key points.  Look at the very high income elasticities for business travel and commuting by rail, and the even higher elasticities for air across all modes.  That means that if incomes are growing strongly - as they have done in the last decade until a year ago - we will see strong growth in air travel and strong growth in business travel by rail.  And the other way round - as National Express know to their cost on the East Coast main line.   Look at coach - no income elasticity at all;  demand is not affected by income.  And car travel is moderately income elastic but less so than rail.  

S22  these key points are summarised in this slide.  What it means that during periods of strong income growth, different modes of travel experience very different patterns of growth - and different patterns of retrenchment in a recession.  Over a long period, the income effects are greater as the long term elasticity is higher.
S23  We also looked the effect of demographic and geographical factors.  Long distance travel was analysed by these different groups of factors.

S24  overall income elasticity was about 0.4  So long distance travel grows overall with income - and as we have seen, most in air, significantly in rail, moderately in car travel, but virtually not at all in coach.  Having corrected for income, men travel longer distances than women, which I think is largely due to more business travel and commuting.  Not surprisingly more travel under 60 than over 60, and more for people in employment and students than unemployed and retired;  you might have expected to see retired people travelling more, but overall it seems not.  It is strongly linked with company car ownership;  and perhaps surprisingly with how long you have lived in your current home -  the ties to other places perhaps decline slightly.
S25  having corrected for income and household factors, we find that those living in the south west and east midlands travel more than average, and those in the north less.  It may be explained better by the next factor, which feels intuitively right, that the smaller the town or place where you live, the more long distance travel you do.   And larger households, especially those with children travel less.

S26  now let’s look again at some elasticities.  You would expect cost or price of travel to affect demand - in an  urban setting an elasticity of 0.3 is common, but here we see more responsiveness to price, particularly for holiday and leisure travel by rail, with elasticities over 1.  Price elasticity by coach is high too.   No wonder the train companies have aggressive pricing strategies - and the airlines too.  In my view this reflects the predominance of leisure, holiday and VFR travel which has a more discretionary element to it than much day to day travel in urban areas.

We see that the elasticity of car travel to travel times by car is pretty high, as it is for rail and coach.  So worsening journey times through congestion will affect demand;  equally, speeding up rail and coach travel has a major effect on their demand.
S27  I wont dwell long on the cross-elasticity slide - the real message to take out of this is that cross-elasticities are relatively low, and are only significant for the worsening of cost and time by car.  The reason for that is one of scale - I remind you car travel is 6-7 times rail travel, and 13 times coach travel.  So quite a small switch out of cars will cause a big %jump in rail travel and bigger in coach travel.

S28  So what does this mean?  First, for car travel, incomes have a moderate effect, as does the cost of motoring.  Worsening of travel times does have a significant effect on car travel, and does divert demand to rail for business, and to rail and coach for holidays.  Car travel is no longer a luxury business!
Rail is highly income elastic for business and commuting and strong for other journey purposes.  This reflects how much rail has become a higher quality travel product in the last 15 years.   Demand for personal travel - leisure, holiday and VFR - is very price sensitive.  Switching to other modes is virtually non-existent.

Coach travel largely unaffected by income.  In spite of product improvements, it is a utilitarian product with connotations neither of luxury nor of being an inferior service.  Almost exclusively used for leisure and holidays, it is price and time sensitive.

Finally, air travel is the most income elastic, and price elasticity is high for non-business travel.

Overall, cross-elasticities are small compared with own-elasticities.  This means that there is little scope for promoting serious switching between modes for long distance journeys.  The only effect to note is that small switches out of car to rail create large proportionate effects on rail demand.

S29  Finally, we are going to look at some scenarios for the future.

S30 We set a base case, and then define some scenarios to test against it.

S31  I am going to go quickly through the definition of the base case, but we have used official forecasts of social, economic and demographic factors.  Did you know that we are looking now at 18% growth in population in the next 20 years, and a higher growth than that in over 60’s, numbers of households and 1-adult households in particular - the latter of course make more long distance travel per head as we have seen.  
S32  we use the April Treasury forecast, which sees a recovery to 2.5% growth by 2012 - who knows?

S33  And a mid-forecast for oil prices which may now seem  conservative.

S34  Other base case assumptions are spelt out here, and we can come back to these if you wish.  You may believe that a worsening of only 7.5% in road journey times by 2030 is optimistic;  and we so disbelieved the DfT’s forecast of a 25% reduction in air fares that we took half of that!

S35  So this is the base case forecast - a 30% rise in long distance travel by car, 35% by rail, 25% by coach and an amazing 125% by air.

S36  Here are the alternative scenarios that we tested.  First, rail fares increased by RPI not increased by RPI+1;  another was road user charging, with a generic 5p/km for business and commuting, reflecting peak period use and busy road use;  and 2p/km for other journey purposes, most of which is outside peak periods and not on the busiest parts of the road network.  We tried an APD increase of £10 for domestic travel above what it is now.  The two levels of fuel efficiency for cars:  our base case is a 23% improvement in fuel efficiency which generally offsets fuel price increases;  the worst case is no increase in fuel efficiency, and the optimistic case is a large efficiency increase which reduces motoring costs by 10%.  Then we have tried motoring costs worsening by 1% per annum.  
And finally we tested a zero income elasticity for car travel (like coach travel).  This could come about if the conditions and circumstances of car travel - slower speeds, congestion and unreliable journeys - so offset the attractive features of the car itself that car travel becomes utilitarian, like coach travel.  You just don’t aspire to more of it as your income increases!
S37 shows the changes from 2005 in comparison with the base case, and in comparison with alternative scenarios.  It highlights key points in red.   This level of road user charging only reduced car travel by 10%, but puts proportionately a lot of additional travel on to rail;  though not as much as holding rail fares constant in real terms.  Higher motoring costs at 1% growth per annum hit car travel and again diverts some to rail and to coach.  Note that the total growth of long distance travel drops 8 percentage points from 34% growth to 26%.
S38  this shows changes from the base case in percentage terms.

S38  These sensitivity tests show just how significant income is in driving long distance travel - if GDP growth is 1.25% instead of 2.5%, total growth is 14% compared with 34 %

One thing we decided late on in the study we would like to have done - but we have no more funding to do it currently - is to carbon footprint the 2005 situation, and the base case and the alternative scenarios.  Assumptions will need to be made about technology change reducing modal carbon emissions of the vehicle/aircraft, and about occupancy of all vehicles/aircraft.  But we need to get a handle on how different the effects are.  That is the next piece of work!

S39  So what are the conclusions of this research?   
S40  Long distance travel is forecast to grow a third in the next 20 years, largely income driven - but rather differently between modes.  Road charging may cut long distance travel, but is likely to push proportionately a lot of demand over to rail, and less so to coach.  Different levels of car fuel efficiency achieved do affect levels of car travel significantly, as would a 1% per annum increase in motoring costs.  Generally, cross-elasticities are not really significant - and only show up diverting from car because small numbers have a large effect on the less used modes.

Income is the single most important driver of long distance travel, but the most powerful policy lever on total travel and on car travel is the cost of motoring - either through fuel costs, lower than expected improvements in fuel efficiency or other increases in the cost of motoring.  Nothing you can do with rail, coach or air travel will have much impact on travel by car.

S41 - thank you!  Happy to take questions and engage in discussion.  
