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1

Introduction

1.1

The EWR Project
The East West Rail (Western Section) project (EWR) will reopen a section of disused
railway line between Claydon Junction and Bletchley, and by upgrading other rail
infrastructure between Oxford and Bedford, will deliver a range of new rail services
between Oxford, Aylesbury, Milton Keynes and Bedford.
The original project was developed by a consortium of all the local authorities on the
route, as part of a wider project to reopen the railway line through to Cambridge. A
positive Business Case, providing access for regional and local passenger services and
freight trains, was produced.
In 2012 DfT prepared its High Level Output Statement (HLOS) for the forthcoming
Network Rail Control Period (CP5) funding settlement, running from 2014 to 2019.
DfT decided that it should adopt EWR as part of its HLOS enhancement programme.
Electrification of the route was included in the specification, so that it could form
part of the ‘Electric Spine’ – a project to provide new through route options for
freight trains. Greater capacity for regional passenger services and higher running
speeds were also included in the specification.

1.2

EWR Business case
The EWR Consortium produced capital costs for the project, based on engineering
feasibility studies. These originally put the cost of the project at £2111 million. In
2013 DfT announced that having taken over the project, Network Rail (which is now
project manager leading the development and implementation of the project) had
estimated the full project costs at £402 million. Considerable design development
work has now been completed and the Business Case documents a revised scope,
which now includes the cost of electrification and an optimism bias of 66% in line
with Treasury guidance.
The core project (carrying 5 trains per hour in each direction) is now budgeted at
£748m. An incremental case, involving increasing capacity to 9 trains per hour in
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each direction, faster linespeeds and substantially improved main line track layouts
at Bletchley and Bedford, would cost £1,484m. Both cases include an electrification
element of approximately £220m.
Atkins produced a Business Case demonstrating the project’s strong positive returns
for the EWR Consortium. After DfT adopted the project, Atkins produced a revised
Business Case2 in response to the emerging costs. The new Business Case continues
to produce a strong financial case for the project, with the core scheme delivering a
BCR of 4:1 and some incremental options delivering much higher results of up to
40:1, reflecting the potentially strategic nature of the route which benefits long
distance rail markets.
1.3

Oxford Economics and Arup: Economic Case
In September 2011 Oxford Economics (OE) produced a report3 setting out the
economic benefits that EWR could deliver to the South East region, in terms of
additional regional GDP and contribution to tax receipts generated by increased
economic activity caused by the establishment of EWR. OE found that at that time
the project would generate £38m additional GDP per annum, and would pay back
the capital investment within 5 ½ years.
In 2014 Arup produced a refresh of these figures4, which followed adoption of the
project by DfT. The scope of the project had increased, along with its capital costs.
Arup found that the project’s overall GDP contribution had increased to £73m per
annum and that it would generate incremental GDP worth a total of £522m
nationally and £183m locally.

1.4

Report objective
Since the Arup report was published Network Rail has produced revised project costs
and further enhanced the scope, by increasing the route capacity and enhancing
through route electrification. Atkins noted in its report (Section 7.3) that the Arup
figures were now out of date as a result of this revised investment cost and scope.
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PPRO 4/92/79, Atkins 6th February 2015
East West Rail: The Economic Case for Investment, Oxford Economics September 2011
4
East West Rail Economic Refresh, Arup May 2014
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Atkins recommended that the results of this report should be refreshed. The
purpose of this report is to update the previous findings and to use the latest data to
update the trends previously identified.
1.5

Gross Value Added and Gross Domestic Product
This report refers to two measures of economic activity, as defined by the Office for
National Statistics (ONS).
Gross Value Added (GVA) is the sum of the activity of all producers within the
economy, and can be assessed on a national basis, or split by either industry
category or region.
Gross Domestic Product (GDP) takes GVA and adds on national and local taxation,
less public subsidies, to produce an overall indicator of total economic activity. GDP
is only calculated on a national basis, as the effects of taxation and subsidies cannot
be disaggregated.
Both these indicators provide valid estimates of economic activity, and are
expressed in the format referred to by the original research references.
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2
2.1

Review of previous Arup Report findings
Regional public expenditure
OE and Arup found that public spending in the South East and East was below the
national average on a per capita basis.
We have updated the figures, which previously reflected the situation up to 2011, to
reflect the changes that have taken place in the three years ending in March 2014.
The public spending relative to all the key indicators remains significantly below the
national average in both the South East and East.
Table 1: Relative Levels of Public Spending 2013-14

Expenditure Relative to:

North East
North West
Yorkshire & Humber
East Midlands
West Midlands
East
London
South East
South West
Total UK

Total
expenditure
2013/14
(£million)

%
Increase
from
2010-11

Employment
(£ per
employee)

£ per
employee
(UK = 100)

GVA 2014
(UK = 100)

Income
(UK = 100)

24,999
65,889
46,328
37,796
49,036
47,339
83,041
68,197
44,830

3.6%
3.5%
4.8%
6.5%
4.8%
4.5%
0.9%
5.0%
7.9%

21,813
20,999
19,146
17,789
19,826
16,917
20,140
16,365
17,968

112
108
98
91
102
87
103
84
92

147
124
121
113
118
97
65
80
105

126
118
112
102
109
84
86
77
93

572,839

4.3%

19,471

100

100

100

Source: ONS and PESA 2015
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2.2

Employment
Arup reported that in the period 2001 to 2011 the East and South East had
underperformed in terms of employment generation. We have updated these
figures up until 2014 (consistent with other data examined). In this time the UK
economy has started to recover from the recession generated by the 2008 banking
crisis.
The data demonstrates that both the South East and East have continued to perform
worse than the national average in terms of employment generation, with the East
recording the second lowest employment growth in the UK. The table also
demonstrates that London has generated most of the new jobs in the wider region,
which will largely have been fulfilled by increased commuting from the South East.
Atkins’ business case comments on the need to improve transport links in the wider
region to boost job creation. This table demonstrates the need to support the
creation of new jobs in the South East and East regions.
Table 2: Analysis of employment growth 2011- 2014

Absolute change in
jobs (000s)
2010/11 - 13/14

Total % age change
in employment
2010/11 - 13/14

North East
North West
Yorkshire and Humber
East Midlands
West Midlands
East
London
South East
South West

47,303
36,870
130,712
52,137
78,339
37,446
315,712
92,413
83,344

4.31%
1.19%
5.71%
2.52%
3.27%
1.36%
8.29%
2.27%
3.46%

Total UK

866,978

3.04%

Source: ONS
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2.3

Contribution to public finances
Arup reported that only London, the South East and East made positive
contributions to UK finances, with per capita fiscal income exceeding spending. The
latest data is for 2013, and shows that the trend has continued without significant
change. The South East has now matched London’s contribution rate. Capital
investments in the South East and East will therefore continue to make positive
contributions to the UK economy if they result in employment generation within
their regions.
Table 3: Net contribution to public finance by region

Regional Contribution to UK Public Finances -2012/3 (UK=100)

120

South East 155

140

London 155

East of England 126

160

40

South West 90

West Midlands 74

East Midlands 84

Yorkshire & Humber 71

60

North West 70

80

North East 60

100

Source: ONS data and REL calculation

2.4

Infrastructure investment
Arup reported that infrastructure spending in the East, and more importantly the
South East, had continued to fall against the UK average. Our analysis leads us to
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believe that it is more appropriate to focus on the comparisons within England, as
the UK expenditure is influenced by different spending patterns in Scotland and
Wales. Using this measure we have investigated the infrastructure element of
construction spending, and also added an analysis of overall transport expenditure
(comprising both revenue support and capital investment) and indexed these against
England as a whole.
Table 4: Changes in infrastructure investment and analysis of overall transport spending 2012-12014

Infrastructure spending
% change Indexed change
2012 - 2014 England = 100
North East
North West
Yorkshire and Humber
East Midlands
West Midlands
East
London
South East
South West
England

14%
11%
-1%
11%
8%
2%
21%
3%
-2%
8%

180
151
-10
150
106
24
281
43
-25
100

Transport spending 2012-14
Total annual
Index per head
spend per
England = 100
head
£215.67
79
£260.33
95
£266.33
97
£193.00
70
£221.00
81
£241.67
88
£529.00
193
£216.00
79
£188.67
69
£274.00
100

Source: REL calculation using ONS data

Using this data we identify that London has received significantly more infrastructure
and transport spending than any other region in England. This is largely because of
the spending on the Crossrail and Thameslink projects, both of which are largely
focussed on London only.
In terms of infrastructure investment both the South East and East continue to lag
behind the national average and the rate of increase in most other English regions
(only the South West and Yorkshire faring worse).
In terms of transport spending, the South East spends less per head than most other
regions, though the East sees spending at median levels.
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2.5

Local impacts
The distance travelled to work data per region recorded by Arup in Table 5 of their
report is based on the 2011 census, which is still the latest dataset available. Arup
demonstrated that longer distance commuter travel in the South East was a more
important factor than in other regions.
However, ONS has now made a more detailed analysis of this data. We have
examined travel patterns between the districts that form the route of the East West
Rail project. These reveal that radial EWR route commuting travel patterns are
relatively poorly developed compared to the key north south transport corridors.
This is partly because neither road nor rail modes currently provide good east – west
transport links, while north – south links are of much higher quality.
Table 5: Current commuting travel patterns between Districts on the EWR route

Source: Analysis of ONS Annual Population Survey

There is little or no longer distance commuting (by any mode) between Bedford and
Oxford, while travel even between neighbouring Districts such as Aylesbury Vale and
Milton Keynes is very low. The evidence suggests that commuting travel between
the rural Districts and the main employment centres of Oxford, Milton Keynes,
Aylesbury and Bedford is suppressed by the poor transport links.
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In contrast new housing starts, as a percentage of the existing stock in the area, in
the two years 2012/13 - 2014/5 (with the notable exception of Oxford) are very
much higher than the national average of 0.37%. The growth is highest in the rural
Districts. An evaluation of housing growth patterns compiled by EWR is attached as
Appendix A.
Table 6: Housing starts by district proportionate to the existing housing stock

Source: REL calculation using ONS data

This suggests that the growth in housing will have to be matched by a growth in
commuting. Unless action is taken to improve the radial transport links to Milton
Keynes and Oxford this is likely to add pressure to the existing road and rail links
towards the Thames Valley and London.
Given that the Atkins business case forecasts that one of the key benefits of the
project is agglomeration between the communities on the route, it is clear from this
analysis that EWR will help correct significant underperformance of current
transport connectivity within the area between Oxford and Bedford.
We expect that by creating new travel opportunities EWR will open up new travel
and employment opportunities in the main conurbations of Oxford, Milton Keynes,
Aylesbury and Bedford, for communities along the line of route.
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3

Estimation of EWR’s Growth impacts
The Arup report reviewed the impact of changes of scope on the wider economic
benefits that the project would deliver to the region, and updated the figures
originally estimated by Oxford Economics.
Since then Network Rail has revised both the scope and estimated cost of the project.
In terms of scope, two options have been produced.

3.1

Core scheme
The core scheme now includes the following outputs as enhancements to previous
options:
•
•
•
•
•
•

Double track throughout between Oxford, Bletchley and Bedford.
Loops or partial double tracking between Aylesbury and Claydon.
100 mph target linespeed between Oxford and Bedford.
90 mph target linespeed between Aylesbury and Claydon.
Additional route capacity on the WCML between Bletchley and Milton Keynes
Central.
Capacity for 3 passenger and 1 freight train per hour between Oxford and
Bletchley, 1 passenger and 1 freight train per hour between Aylesbury and
Bletchley, and 2 passenger trains per hour between Bletchley and Bedford.

The core scheme has estimated costs of £528.3 million for the non-electrified core
option, and £747.8 million for the electrified core option.
3.2

Incremental scheme
An incremental scheme has also been developed. In addition to the outputs of the
core scheme the following significant outputs have been added:
•
•

•
•

Increased route capacity to handle a wider variety of trains on the through
routes.
A new direct grade separated connection to the WCML to enable interregional services to run to the north on the Fast Lines (this is particularly
important after the opening of HS2 releases WCML route capacity).
125 mph target linespeed between Oxford and Bedford.
100 mph target linespeed between Aylesbury and Claydon.
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•

•

Major remodelling at Bedford station to provide the capacity required for
inter-regional EWR services connecting with Midland Main Line and
Thameslink services.
Capacity for 4 passenger and 3 freight trains per hour between Oxford and
Bletchley, 2 passenger and 1 freight train between Aylesbury and Bletchley,
and 3 passenger and 2 freight trains per hour between Bletchley and Bedford.

The incremental scheme has estimated costs of £1,264 million for the nonelectrified option, and £1,484 million for the electrified option.
3.3

Revised wider economic benefits
Based on the revised scope and capital costs outlined above, we have reviewed the
wider economic benefits previously forecast for the EWR project and find that they
have increased significantly. This is in part due to the increased outputs now
specified. The incremental scheme establishes stronger regional interchange hubs at
Milton Keynes and Bedford, while the specified infrastructure supports interregional services and delivers substantially enhanced connectivity for EWR services.
In evaluating the new benefits we have used the electrified cases of each option, as
this reflects DfT’s committed HLOS policies of trunk route electrification and
conversion of freight traffic to electric haulage on key intermodal routes.
Table 7: EWR Wider Economic Benefits - revised estimates

Network Rail
core scheme (£m)
Scheme cost
Potential annual South
East GDP uplift
Potential additional
annual UK tax receipts
Total national GVA impact
over 30 years
Of which local GVA
impacts over 30 years

Network Rail
incremental
scheme (£m)

748

1,484

135

268

62

123

2,131

4,229

978

1,940

Source: REL analysis
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4

Conclusions
The trends identified in the previous OE and Arup reports continue to apply.
The South East and East continue to underperform relative to the rest of England
and the UK in terms of public spending, infrastructure investment and employment
growth.
The EWR outputs have continued to increase as Network Rail project development
identifies improved capabilities in terms of capacity, speed and mix of services run.
Costings have now included Treasury optimism bias rules, which establish fully
deliverable estimates.
An incremental scheme now includes increased capacity and speed on the core EWR
routes and the establishment of enhanced regional transport hubs at Oxford, Milton
Keynes Central and Bedford stations.
Our data analysis now suggests that South East Region GDP will increase by £135m
per annum for the core scheme and £268m for the enhanced scheme. The core
scheme can be expected to deliver overall long term (over 30 years) GVA national
benefits in excess of £2 billion, while the incremental scheme will deliver benefits of
over £4 billion.
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Appendix A
East West Rail: Analysis of housing growth
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