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RAIL DECENTRALISATION: DEVOLVING DECISION-MAKING ON PASSENGER RAIL SERVICES IN ENGLAND
RESPONSE FROM LONDON COUNCILS

Dear Sir / Madam 
Please find the London Councils response to the Department for Transport consultation paper on rail decentralisation.  

Following discussions with Transport for London (TfL) on this issue, we broadly support TfL’s proposals for rail devolution in London, subject to the proviso that routes devolved to TfL do not continue considerably beyond the Greater London Authority (GLA) boundary - as this would have implications for boroughs’ costs in subsidising the ‘Freedom Pass’ (London’s concessionary travel scheme).  

Yours faithfully
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Cllr Catherine West

Chair of the London Councils Transport and Environment Committee
Rail Decentralisation: Devolving decision-making on passenger rail services in England
Response from London Councils

Introduction
1. London Councils represents all 32 London boroughs, the City of London, the Metropolitan Police Authority and the London Fire and Emergency Planning Authority. We are committed to fighting for fair resources for London and getting the best possible deal for London’s 33 Councils. We lobby on our members’ behalf, develop policy and do all we can to help boroughs improve the services they offer. We also run a range of services ourselves which are designed to make life better for Londoners.
2. London Councils welcomes the Department for Transport’s (DfT) consultation on the decentralisation of rail franchising as a means of improving rail services and enhancing local accountability.  London Councils has held a number of discussions with Transport for London (TfL) on this issue and broadly supports TfL’s proposals for rail devolution in London.  

3. However, London Councils support for TfL’s proposals is subject to the proviso that there will be a protocol established between London Councils and TfL to ensure that the routes devolved to TfL do not significantly extend past the Greater London Authority (GLA) boundary in order to contain Freedom Pass (London’s concessionary travel scheme) costs for boroughs.

4. Answers to the specific questions posed in the consultation paper are set out below.

Question 1: Experience of existing rail devolution arrangements 
Consultees are invited to identify lessons which may be learned from existing rail devolution arrangements in Scotland, Wales, London and on Merseyside, and which are relevant to any proposals for future rail decentralisation covered in this document.

5. Responsibility for the ‘Metro’ elements of the former Silverlink franchise was devolved to TfL in 2007.  Since taking over the network and establishing the London Overground service, TfL has made significant enhancements to the level and quality of services and offers higher standards of customer service.
6. The integration of the London Overground service into TfL’s existing public transport network has improved information, customer service and infrastructure investment and maintenance. This demonstrates the benefits that can be delivered from local management of rail services. 
Question 2: How decentralisation could contribute towards achieving objectives and outcomes 
Consultees are invited to submit views on how they consider that devolving responsibility could help achieve the objectives for the railway as set out in paragraph 3.1. 

· Cost reduction and enhanced value for money 
7. Because train operators have little control over revenues that are driven largely by macroeconomic factors, they will accept revenue risk only at a price.  In London, this additional cost to the public sector would be reduced if TfL took the revenue risk instead.  

8. For devolved services, TfL favours using gross cost contracts, in which it absorbs the revenue risk for the inner-suburban services.  This is the same model as used for TfL’s existing transport services, including London Overground, and so TfL can absorb the revenue risk because it manages other forms of public transport so would have scope to adjust its allocation of funds between modes and types of expenditure if fares income were to fall.  
9. London Councils supports TfL proposals to absorb the revenue risk on devolved services on the basis that the significant anticipated gross savings would be invested in improving customer service quality and providing incentives to improve reliability.
· Local democratic control 
10. Devolution would increase the level of democratic accountability compared to the current system, where roles and responsibilities are diffuse and accountability is unclear. The line of democratic accountability that exists currently through ministers to parliament means that responsibility for train services is in actual fact remote from users. 
11. The current train operating companies (TOCs) are commercial enterprises and have no accountability to local people, except through the national regulatory regime. Therefore giving responsibility for London’s inner suburban rail services to the local, directly elected Mayor would increase local democratic control.  
· Benefits for passengers 

12. The example of the TfL-managed London Overground suggests that, in London, passengers would benefit from a package of improvements including increased service frequency, station deep cleans, improved security, information and cycle parking. 
· Supporting and stimulating economic growth 

13. London is highly dependent on rail, TfL estimates that the Tube and National Rail had a combined mode share of 78 per cent for trips to central London in 2010 and that Londoners make six times as many rail trips as people in the rest of England. 
14. As rail is the main means by which people get to two million central London jobs, the Capital’s economy is crucially dependent on it.
15. The London Overground experience suggests that devolution of rail services in the Capital will lead to improved stations, higher standards of service quality and better performance, which would help support economic growth because: 

· Passenger traffic will shift away from the private car and towards public transport, reducing congestion on the roads to the benefit of the wider economy 

· An enhanced and more integrated rail network will make London a more attractive place to live and work, contributing to attracting inward investment.
16. Devolution would also deliver local economic benefits. The West Anglia routes, which TfL has prioritised for devolution, serve the Lea Valley regeneration area. Some of West Anglia’s stations are of extremely poor quality and would benefit from deep cleans and improvements to the station environment. 
· Contribution to carbon reduction 

17. The performance and service quality improvements proposed by TfL could generate additional passenger demand especially in the off peak when journeys are more discretionary, potentially resulting in reduced car trips. 

Question 3: Views on activities that should be devolved: 

Comments are invited on the list of responsibilities that should be retained by central government and those that might be devolved to sub-national bodies. 

18. London Councils supports the TfL proposal that responsibility for specifying, procuring and managing some London-focused inner suburban services should be transferred to TfL, along with general responsibility for setting rail fares for travel within the London area. 
Question 4:  Views on types of service that should be devolved 

Which types of service are suitable for local control - should longer-distance services be regarded as ‘strategic’, because they serve a variety of markets and economic purposes, and therefore be specified nationally? 

19. London Councils welcomes the statement that the Government is open to receiving proposals for devolution of specific services.  

20. London Councils supports the TfL view that urban rail services, such as London’s inner suburban services, are suitable for local control.  It is arguable that a commercially focussed operator that provides inner suburban rail services will deliver the minimum required as a result of modest commercial incentives from a combination of: 

· Demand being overwhelmingly driven by London employment and other macro-economic factors;
· Fares, mostly outside operators’ control, being relatively low in absolute terms because of short distances;
· Relatively high costs associated with peaked mass-market demand;
· Largely captive customers with few, if any, alternative travel modes.
21. However these journeys are vitally important to the London and, by extension, UK economies. 

Question 5: 

In areas where responsibility for local passenger services is devolved, what are the implications for other users of the rail network, including freight customers and operators, and how might these implications be addressed? 
22. Should specific inner suburban routes in London be devolved to TfL, TfL would have no control over allocation of train paths.  The Office of Rail Regulation (ORR) would continue to regulate and protect access where appropriate.  In addition, it is in TfL’s own interest to protect the interests of freight and longer distance services. 

Question 6: Views on the five options 

Consultees are invited to comment on the models for decentralisation and how they might apply or be appropriate to particular parts of the country or service groups in a particular area. 

23. TfL believes that devolution of separate concessions comprising London-focused inner suburban routes is appropriate and desirable. This would allow TfL to take revenue risk, reduce the cost of franchising and allow savings to be spent on service improvements. TfL control over the specification and incentivisation of performance and service quality would deliver substantial benefits to passengers. Consequently, London Councils accepts that option 5 is the most appropriate model for TfL and London.  

24. Under option 5, TfL would take responsibility for specifying, funding and managing relevant parts of the London network and DfT would transfer the budget for running those services to TfL. 
Question 7: Views on governance 

Comments are invited to comment on issues related to the size of the area that needs to be covered by a devolved body and the governance issues that this may give rise to.

25. The routes that TfL has proposed for devolution in extend slightly beyond the GLA boundary but would remain within the Mayor’s wider London boundary.  Under TfL proposals, services which primarily serve London stations would be devolved to TfL. Outer suburban services and long distance service would continue to be let by DfT.  Rail services would comprise a mix of inner suburban TfL contracts and longer distance DfT-franchised services. 
26. Of primary concern to London Councils and individual London boroughs is that routes devolved to TfL do not extend significantly beyond the GLA boundary as this would have implications for boroughs’ costs in subsidising the ‘Freedom Pass’ (London’s concessionary travel scheme).  This is because once TfL operates or manages a rail service; there is a statutory duty to offer a concession to older and disabled holders of the English National Concessionary Travel pass. This duty is underpinned by a statutory free scheme and in effect limits London Councils’ ability to negotiate the concessionary offer. 

27. Therefore, London Councils support for TfL’s proposals is subject to the proviso that there will be a protocol established between London Councils and TfL to ensure that the routes devolved to TfL do not significantly extend past the GLA boundary in order to contain Freedom Pass costs for boroughs.

Question 8: Views on funding 

Consultees are invited to comment on the basis on which the level of funding to be devolved might be established.
9: Expressions of Interest

Expressions of interest are invited from sub-national bodies who would like to develop proposals to take on devolved responsibilities for rail services in anticipation of franchises being re-let. 
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