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SUMMARY

The ability to deliver transformative public transport is not constrained by a lack
of ideas, public support or local ambition. It is constrained by the way decisions
are taken at the national level. Treasury processes, fiscal rules and appraisal
frameworks - designed to control risk and manage spending - have too often
become blockers to delivery rather than enablers of growth.

Where these constraints have been addressed, the results are clear. Investment

in major rail and public transit schemes has delivered strong economic and social
returns, particularly when paired with local leadership. Crossrail (the Elizabeth
Line) demonstrates what can be achieved when strategic vision, sustained funding
and political alignment across national and local governments come together. By
contrast, the absence of mass transit systems in Leeds, Bristol, Teesside, Leicester
and a host of other cities illustrates how fragmented decision-making and short-
term funding cycles continue to undermine delivery in major cities.

Commitments made in the 2025 comprehensive spending review, and to
Northern Powerhouse Rail, represent a recognition of the importance of
investment in transport infrastructure to drive growth. The next phase of
transport investment must move beyond centralised approval for individual
projects and towards a place-based, delivery-focussed model. That means
aligning the Treasury, planning policy and sustainable local finance to drive
the development of high-quality public transport. Mayors, working alongside
local authorities and planners, are uniquely placed to do this.

This report argues for a shift from a system that asks whether we can afford to
build, to one that asks how we can build more of what already works. IPPR has
long argued that public transport has proven benefits for productivity, inclusion
and decarbonisation. The challenge now is to create the institutional and
financial conditions that allow mayors and cities to build on that success -

at scale, and at pace.

To understand why transport investment so often falls short of its potential, it

is necessary to look beyond individual schemes and examine the system within
which decisions are made. This report sets out how current appraisal frameworks,
institutional arrangements and funding models constrain the delivery of growth-
enhancing transport. It argues that reform is needed in three areas:

« how the growth impacts of transport investment are understood
« the role of national government in enabling and coordinating delivery

» the powers and financial tools required for regional leaders to deliver
public transport projects.

Together, these reforms will create a system better suited to delivering
public transport at scale, and to maximising its contribution to long-term
economic growth.
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GROWTH IMPACTS

Recommendation: Within its existing standards of evidence, the Office for Budget
Responsibility (OBR) should explore ways to recognise a wider range of credible
long-term productivity impacts from transport investment in its fiscal forecasts.

Recommendation: Land-use change towards articulated density should be
considered a proxy for the transformational potential of a transport proposal. The
best place to assess transformational change is within the strategic business case.

ROLE OF NATIONAL GOVERNMENT

Recommendation: Transport investment from the Department for Transport (DfT)
should play a redistributive role across the UK, and should use the forthcoming
Integrated National Transport Strategy to ensure national transport projects are
aligned towards a common goal and vision for the transport system.

Recommendation: The National Infrastructure and Service Transformation
Authority (NISTA) should play a role in addressing skills and knowledge gaps
and across the UK. It should also offer support on the delivery and governance
of transport schemes across the public sector, including to mayoral combined
authorities where appropriate.

EMPOWERING REGIONAL LEADERS TO DELIVER PROJECTS
Recommendation: Mayors should be granted powers to approve Transport and
Works Act Orders for wholly local projects, or where mayoral combined authorities
can reach bilateral agreements for cross-boundary projects.

Recommendation: Mayors should have guaranteed revenue streams to borrow
against, and revenue-raising powers to capture the local benefits of the
investment.

To truly unlock local public transport investment, mayors need:

e certainty - stable, predictable revenues that can be borrowed against,
which might include an assigned share of national taxes or increases to
their borrowing capacity from the Public Works Loan Board

« buoyancy - revenues that rise with economic growth and capture local benefits
of transport, which might include levies linked to land value increases due to
transport investment or formalising the use of tax increment financing.
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1.

TRANSPORT INVESTMENT
IN THE UK -THE CURRENT
STATE OF PLAY

“As this government continues its mission to deliver a decade of
national renewal, the plans | am setting out today will ensure the
railway is fit to drive economic growth in the 21st century as it has
done in the past.”

The current government has positioned good transport policy as a driver of growth,
and of central importance to its wider economic programme of national renewal.
This is evident in landmark changes to transport policy through the Bus Services
Act 2025 and the renationalisation of the rail network. The 2025 comprehensive
spending review represented a significant increase in public transport investment,
for example through the £2.3 billion Local Transport Grant (DfT 2025a). In January
2026, Northern Powerhouse Rail received funding and an agreed strategic vision,
with services expected to open in the 2040s (Topham and Halliday 2026).

Large infrastructure investment has a long time horizon until results are realised,
meaning decades of underinvestment will constrain the ability of current politicians
to fundementally alter transport patterns within the near future. It is important to
map the current state of transport infrastructure and investment to understand how
transport infrastructure can evolve in the short, medium and long term.

TRANSPORT INVESTMENT IN THE UK IS AROUND AVERAGE FOR ALL OECD
COUNTRIES, WITH ROAD AND RAIL DOMINATING

Transport investment in the UK is middling by OECD standards. Inland transport
investment in the UK was just under 1 per cent of GDP in 2020 (International
Transport Forum 2022). The UK allocates a relatively high share of road and rail
investment to rail — around 58 per cent — placing it among the highest in the
OECD, just after China (ibid).

This reflects the structure of UK investment rather than a sustained commitment
to rail. Rail spending is highly volatile, driven by a small number of large national
projects such as High Speed 2 (HS2) and Crossrail, which create sharp peaks in
expenditure (RIA 2025), and there is no long-term pipeline of new rail projects.

This contrasts with many European countries, which invest through steadier,
programmatic approaches that prioritise ongoing renewal, maintenance and
incremental enhancement, alongside the development of new projects. Countries
such as Switzerland operate longer-term, more devolved funding frameworks that
support the continuous improvement of networks rather than relying on individual
mega projects (OECD, no date). The implication is not that the UK invests too much
in rail, but that overall transport investment is too narrowly concentrated in a small
number of headline schemes (RIA 2025).
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As seen in figures 1.1 and 1.2, capital spending has risen across England while
resource spending has flatlined (aside from grants to rail and buses during the
Covid-19 pandemic). The imbalance between capital and resource spending is
particularly stark at the local level. Local road capital spending rose steadily from
around £2.2 billion to £5 billion between 2006 and 2024 (see figure 1.1), while local
road resource spending fell sharply from around £1.5 billion to £0.3 billion in the
same period (see figure 1.2). This widening gap points to a growing maintenance
backlog as capital investment increasingly outpaces day-to-day upkeep and is
reflected in the high salience of potholes (House of Commons Public Accounts
Committee 2025).

FIGURE 11

Capital spending on national roads and railways has grown in England
Capital spending on transport in England, by type of transport, 200624 (£bn)
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Source: Department for Transport, ‘TSGB1302: UK public expenditure on transport by country and
spending authority’ (DfT 2024a)
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FIGURE 1.2

Resource spending has grown unevenly in England
Resource spending on transport in England, by type of transport, 2006-24 (£bn)
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Source: Department for Transport, ‘TSGB1302: UK public expenditure on transport by country and
spending authority’ (DfT 2024a)

National road capital spending has increased sharply under successive road
investment strategies, while resource budgets have remained broadly flat. Similar
pressures apply across the rail system, where maintenance and enhancement
budgets are often squeezed when capital programmes expand.

Local public transport remains a small share of overall spending on both the
capital and resource sides. Despite some longer-term funding for buses (for example
through the Bus Service Operators Grant), funding for more transformational change,
or for growing rather than simply maintaining services, has arrived in short-term
bursts through programmes such as the Transforming Cities Fund and pandemic-era
support (including the bus fare cap). The 2025 comprehensive spending review (CSR)
provides, for the first time, a longer-term sustained pipeline for buses, trams and
local rail outside London. Historically, this has limited the ability of city regions to
plan and deliver integrated, rail-based networks. The 2025 comprehensive spending
review (CSR) provides, for the first time, a longer-term sustained pipeline for buses,
trams and local rail outside London with £15.6 billion allocated for local transport.
This is a promising start for establishing a pipeline of projects, but there is still
uncertainty over long-term resource funding.

REGIONAL VARIATIONS IN TRANSPORT SPENDING APPEAR TO
PREFERENCE LONDON AND THE SOUTH EAST

Regional variations in transport spending appear to preference London and the
South East. As seen in figures 1.3 and 1.4, there is a significant difference in both
resource and capital expenditure on transport between the regions of England,
with London and the South East receiving much higher levels of investment per

IPPR | Transport and growth Reforming transport investment for place-based growth 9



capita than others (O'Neill et al 2025). This pattern reflects strong path dependency,
where decades of austerity and underinvestment in regions outside London

and the South East have left many cities and regions lagging behind in terms of
infrastructure and connectivity, reinforcing and perpetuating regional inequalities.

FIGURE 1.3
London and the South East see some of the highest levels of investment in capital spending
Annual capital spending in Scotland, Wales, Northern Ireland and the regions of England,
2023 (£bn)
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Source: His Majesty’s Treasury, ‘Country and regional analysis: 2024’ (HMT 2024)
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FIGURE 1.4

Title: London and the South East see more resource spending that the other English regions
Annual resource spending in Scotland, Wales, Northern Ireland and the regions of England,
2023 (£bn)
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Source: His Majesty’s Treasury, ‘Country and regional analysis: 2024’ (HMT 2024)

While there is broad agreement that transport investment has been unevenly
distributed across regions, there is ongoing debate about the mechanisms through
which these patterns have emerged and the extent to which transport spending
alone can address regional inequalities. Analysis from Coyle and Sensier (2018) and
Gonzalez-Pampillon and Overman (2020) highlights how appraisal frameworks and
demand-led investment decisions tend to favour places with existing economic
density. They caution that wider policies on skills, housing and local governance
need to complement transport investment to deliver lasting regional change.

IPPR North has emphasised the cumulative effects of long-term underinvestment
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in transport infrastructure outside London and the South East, which constrains
growth and reinforces spatial inequalities (O'Neill et al 2025).

Limited growth in resource spending, and a lack of sustained funding for local
networks, particularly outside London and the South East, characterise the UK’s
transport investment model. Rail remains central to growth, but current patterns of
investment limit its effectiveness by prioritising headline schemes over everyday
connectivity. These features matter, because they shape the kinds of projects that
are delivered and the economic impacts that transport investment can generate.
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2.

MAKING THE CASE FOR
GOVERNMENT INVESTMENT
IN TRANSPORT - THE GAPS
BETWEEN APPRAISAL AND
REALITY

HOW DO WE MEASURE THE IMPACTS OF TRANSPORT CURRENTLY?
Understanding the impacts of transport is essential to making the right level
of investment and directing that into the right kinds of projects. The impacts of
transport investment fall into three broad categories: direct economic impacts,
environmental impacts and wider economic impacts (DfT 2013).

« Direct impacts describe how people use a transport route, capturing the ways
a project improves travel patterns and increases connectivity to social and
economic opportunities.

e Environmental impacts from transport can be both positive and negative,
including changes to net emissions, noise and air pollution.

«  Wider economic impacts sit outside direct user benefits and cover second-
order effects that are harder to measure, and therefore to monetise, but can
be transformative for places and for the wider economy. These include:

- agglomeration benefits from better connectivity
- increased labour market participation
- changes in healthcare costs (Frontier Economics 2024).

Economic and environmental effects are used in transport appraisal to calculate the
benefit-cost ratio (BCR) of a given project (DfT 2013). This is done by first quantifying
the impacts, then weighing their importance, and finally calculating the BCR by
dividing the monetised benefits by the monetised costs. Some wider economic
impacts are included in these core calculations, including agglomeration and
labour market effects, but these are largely considered as static rather than being
calculated dynamically (ibid). Other more dynamic elements are considered only
as supplementary information, meaning some of the broader benefits of transport
investment are not captured in the main BCR (ibid). This is by construction, given that
the principal econometric model used throughout the rail industry — the Passenger
Demand Forecasting Handbook (see Rail Delivery Group, no date) - is principally a
model of marginal change.

GROWTH EFFECTS ARE NOT ADEQUATELY CAPTURED

The economic case for many transport investments, which the BCR largely

drives, by construction does not fully reflect the wider benefits these investments
generate for places, labour markets or productivity. However, this is not the same
across different modes of transport. The way growth is measured disadvantages
trams and other forms of local transport, where the most valuable impacts are
harder to capture in standard appraisal.
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Road schemes generally perform well under current appraisal and forecasting
frameworks because they produce large, measurable effects such as travel-time
savings and reduced congestion (Pickett and Winnett 2022). These impacts fit neatly
within the BCR framework and are the kinds of benefits most readily reflected in
growth forecasts.

By contrast, many non-road transport investments deliver their value through more
indirect and structural channels. Their strongest impacts relate to accessibility, land
use and the organisation of economic activity rather than marginal journey-time
improvements. These effects are slower to materialise and often fall outside the
scope of both conventional appraisal and growth forecasting. As a result, the types
of transport investment most likely to reshape cities and regional economies tend to
appear lower value on paper than their long-term impact would justify (Knowles and
Ferbrache 2016).

This gap between what appraisal measures and how growth actually occurs is most
acute in the case of transformational projects.

Transformational projects

The growth impacts of transport investment remain poorly understood and

are not quantified sufficiently in appraisal practice. This is particularly true for
‘transformational’ projects, which are schemes intended to change the structure of
cities and regional economies rather than deliver marginal improvements. A widely
cited definition describes a transformational project as one that “transform[s] the
economy of a nation or a region by facilitating a step change in one or more of
the number of jobs, the quality of jobs, business performance, economic output
(GVA) [gross value added], and wealth” (Laird et al 2014). Crucially, this step change
is not tied to a specific mode of transport or scale of intervention. Instead, what
distinguishes a truly transformational project is its ability to reshape land use,
altering the spatial distribution of households, firms and economic activity.

Land use describes the economic structure of cities: where people live and

work, how dense development is and how firms and individuals are distributed.
For transport projects to drive land-use change, they must fundamentally reshape
the region and the economy. London’s Docklands, regenerated in the 1980s by

the London Docklands Development Corporation, exemplify this. The success of
this project hinged on building important transit links into the city - the Docklands
Light Railway and later the Jubilee Line Extension were built to unlock mobility
into the area (Hobhouse 1994). Connectivity improvements between a previously
isolated area with low economic activity and central London enabled large-scale
redevelopment, densification and the emergence of Canary Wharf as the UK's single
largest employment centre (Canary Wharf Group 2018). This is a clear example of how
transport, when combined with supportive planning, land release and coordinated
regeneration, can reconfigure an urban economy, leading to long-run productivity
and output growth.

However, not all transport projects produce these effects. Evidence from Borjesson
et al (2014) and the Department for Transport (DfT; DfT 2023) consistently shows
that roads have limited or negligible impact on land use, often generating dispersed
development or induced traffic rather than densification. By contrast, rail-based
mass transit is associated with significant reductions in car use, increases in
accessibility and greater potential for land-use change - particularly when
aligned with planning and housing policies (Borjesson et al 2014).
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The growth benefits of transformative projects arise from articulated density: the
strategic, clustered density of housing and businesses close to transport links
(Suzuki et al 2013). This:

e reduces congestion

e supports agglomeration

« increases effective labour-market size
e enables productivity gains.

It is a problem for transport planning that BCRs do not capture these transformative
effects of transport. The problem is that conventional cost-benefit analysis, and
therefore BCRs, assume static land-use patterns and treat wider economic changes
as marginal (Venables 2016). There is not yet an internationally recognised way

to incorporate these wider benefits into the cost-benefit analysis, which poses

an inherent limitation to this method (ibid). Transformational benefits, such as
densification, regeneration, clustering and labour-market expansion, fall outside
its scope. As a result, mass-transit projects whose primary value lies in their ability
to reshape cities may be structurally disadvantaged in appraisal, even though the
empirical and economic literature shows that these are precisely the projects with
the greatest long-term growth potential.

Figure 21 illustrates the starkly different impacts of building a road versus building
a tram. Converting a field into a road leading to a greenfield housing development
generates growth effects that are inherently limited, since single-family homes
connected primarily by roads have far less capacity to support economic activity
or accommodate population growth. By contrast, articulated density offers
significantly greater growth potential: many more people can live in a single

area, and a wider range of businesses can emerge to serve them. Mass transit

also enables the movement of far more people in and out of an area, without
generating congestion.

FIGURE 21
Dispersed vs articulated density

Dispersed density Articulated density

Source: Authors’ adaptation of Suzuki et al, Transforming Cities with Transit (Suzuki et al 2013)

This comparison is, of course, a simplification. Some road junctions play an
important role in connecting people and places, but it is mass transit that
fundamentally reshapes the economic form of cities (Suzuki et al 2013).
Accordingly, when land-use change is referenced in the remainder of this

IPPR | Transport and growth Reforming transport investment for place-based growth 15



report, it refers specifically to land use that supports articulated density, rather
than the conversion of green space into dispersed, low-density development.

Capturing the benefits of land-use change and articulated density

The evidence across multiple studies shows that the impacts typically described
as ‘transformational’ do not arise from transport investment alone. Rather,
transformational outcomes emerge when transport unlocks or accelerates land-
use change: transport improves accessibility, while land use determines how those
accessibility gains are realised. The DfT’s qualitative comparative analysis study on
the transformational impacts of transport investment, found that cases showing
transformational outcomes consistently involved supportive planning measures
such as land release, regeneration frameworks and housing delivery mechanisms,
rather than transport investment acting in isolation (DfT 2023). The land-use model
from Borjesson et al (2014) reinforces this point: planning policy and housing policy
exert a greater influence on urban structure than transport provision alone and,
without supportive land-use frameworks, even major transport schemes induce
only minor changes in density or relocation.

CASE STUDY: THE ELIZABETH LINE AND PLANNING FOR
LAND-USE CHANGE

Transport for London’s Elizabeth Line benefits framework illustrates

how policymakers aimed not only to measure travel time and transport
outcomes but also to maximise and evaluate the wider social and economic
impacts of the railway (Mayor of London 2017). The framework does this by
considering how improved accessibility, regeneration and land-use change
can drive economic growth - this extends beyond the traditional appraisal
of transport projects. The framework sets out a structured approach to
tracking indicators and evaluating impacts over time, recognising that
many of the benefits that the railway delivers will take years to emerge.
These require active monitoring and partnership with stakeholders such
as the Greater London Authority to ensure they are realised in full.

This orientation towards broader outcomes reflects the planning context
that the Elizabeth Line was embedded in - the London Plan 2008 (Mayor
of London 2008). This identified ‘opportunity areas’ - locations identified
for significant growth that are typically around major transport hubs. In
several cases, including Tottenham Court Road, these designations explicitly
anticipated the delivery of Crossrail and the step change in accessibility it
would provide, using this expectation to justify higher-density, mixed-use
development and intensified economic activity. By aligning land-use policy
with planned transport investment in advance, the London Plan created

a framework in which the Elizabeth Line’s accessibility gains could be
translated into regeneration, densification and long-term structural
change, rather than remaining confined to transport outcomes alone.

This aligns with the DfT’s 2025 review of integrated land-use and transport planning,
which concluded that the largest economic, social and environmental benefits occur
when transport, planning and housing functions operate as a coordinated system
(DfT 2025b). Integrated planning increases the likelihood that transport investments
will support:

» densification

¢ mixed-use development
e regeneration

e labour-market expansion.
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All of these underpin long-term economic growth.

Evidence from international practice shows that wider economic and land-use
impacts are not systematically captured through standard cost-benefit analysis.
In the UK, as in most comparable countries, appraisal frameworks continue to
place greatest weight on direct transport benefits, with wider impacts playing a
more limited role because they are harder to quantify (Venables 2016). While it
is positive that the UK explicitly incorporates land-use change in transport
appraisal, this is typically treated as fixed and exogenous. This constrains
appraisal’s ability to distinguish between schemes with different levels of
transformational potential, or to reflect how different investment choices

could actively shape development outcomes.

Given these limitations, land-use impacts need to be addressed more explicitly
outside the core monetised appraisal, particularly through the strategic business
case, while ensuring that the appraisal and business case process does not
become a race to find “ever-more impressive dynamic effects” (Atkins et al 2017a:
15). Stronger and more systematic coordination between transport, planning and
housing functions creates the space for these effects to be considered qualitatively.
This coordination serves two purposes. First, it supports the identification and
prioritisation of transport investments that are more likely to enable significant
land-use change. Second, it allows schemes to be shaped and refined so that their
transformational potential is maximised through alignment with planning and
development activity. Regular, structured engagement between transport and land-
use planners is therefore critical, not only for choosing the right projects, but also for
ensuring that those projects deliver the greatest possible contribution to growth.

Recommendation: Land-use change towards articulated density should be
considered a proxy for the transformational potential of a transport proposal.
The best place to assess transformational potential is within the strategic
business case.

OBR SCORING

The Office for Budget Responsibility’s (OBR’s) scoring of public investment,
which can include transport projects, sometimes captures wider economic
impacts. However, the OBR only includes these impacts when there is strong
evidence that a project will raise the UK’s productive capacity, and many public
investments, including transport, do not meet this bar (Tetlow and Pope 2024).
A project must:

e besignificant in size

e provide durable and lasting benefits

e be more than just a continuation of past efforts
e provide empirical evidence of its effectiveness.

These criteria mean that many transport projects do not qualify. Emphasis on

size means that only projects that span administrative boundaries make the cut,
disadvantaging smaller local projects. Smaller projects’ wider economic impacts
may be positive and meaningful at a local level, but they often lack the scale,
certainty or evidential base needed for the OBR to score them in its forecasts. As a
result, these benefits remain outside traditional appraisal and are only selectively
reflected in fiscal assessments, which can lead to an incomplete picture of the true
long-term value of transport investment.

Although the OBR has improved its toolkit for assessing the growth impacts of
public investment, there is still scope for improvement (Suresh et al 2024; Tetlow and
Pope 2024). For instance, while the OBR now more explicitly models the medium-
and long-term benefits of public investment, it states that: “Given our resources,
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the OBR cannot undertake a full bottom-up analysis of all types of public sector
investment, so will need to apply judgment at a more aggregated level” (Suresh
et al 2024: 35). Its objective — and that of the Treasury - should be to distinguish
different types of investment better and clearly score high-return investments
as such.

This would allow the Treasury to see such spending not merely as an addition to
public debt but also as an investment of benefit to the OBR's forecasts. This is
particularly important for transformational projects, whose long-term impacts
should be more systematically reflected in the OBR’s forecasts.

Recommendation: Within its existing standards of evidence, the Office for
Budget Responsibility (OBR) should explore ways to recognise a wider range
of credible long-term productivity impacts from transport investment in its
fiscal forecasts.
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3.
MAKING SENSIBLE DECISIONS
- INVESTING WELL

Transport projects are appraised using the Treasury’s Green Book and the Department
for Transport’s (DfT’s) Transport Appraisal Guidance. Projects are assessed against
five cases: strategic, economic, financial, commercial and management.

As discussed in chapter 1, there are frequent criticisms that transport spending in
England is skewed to prioritise investment in London and the South East. This is
partially driven by unsuccessful funding bids of schemes with strong benefit-cost
ratios (BCRs). Significant effort has been made in the academic literature and within
government to explore whether this there is an inherent bias in the process, with
some concluding that there is (Coyle and Sensier 2018). The levelling-up agenda was
in part a response to these criticisms, along with subsequent renewals and updates
to the Green Book to reflect these criticisms. The most recent Green BooR review,
carried out by government, found that BCRs do not have a systematic bias against
investment in regions outside London and the South East (HMT 2025).

BCRs drive transport decision-making, so there is an emphasis on getting the
number exactly right. However, there is also recognition that one number cannot
capture the complexity of an investment, particularly given how its delivery and the
concurrent planning and building of other public infrastructure can further alter a
project’s impacts.

“Britain’s continued obsession with arcane econometric analysis in
transport planning exemplifies the age-old problem of being precisely
wrong rather than roughly right, enables and legitimises poor strategic
decision-making and, in too many cases, condemns genuinely valuable
projects to failure when confronted by organised political opposition.”

Even if we assume BCRs capture the entire impact of a transport project, there
seems to be something else shaping transport investment decisions in the UK. An
analysis of a sample of transport projects, ranging from schemes that have been
approved and completed to those that have been paused or cancelled, reveals
patterns that are difficult to explain through BCRs alone (see tables 3.1to 3.3).
These findings add complexity to debates about whether the central challenge

in transport decision-making lies simply in how impacts are measured, or in

how evidence is interpreted and used.

Transport projects with broadly comparable BCRs have experienced very
different outcomes. Schemes with relatively strong economic cases have been
cancelled or have not built sufficient traction, while others with weaker BCRs
have proceeded through approval and into delivery. In several cases, projects
with lower BCRs have advanced on the basis of strategic importance, political
commitment or wider policy objectives. It is clear that BCRs function less as a
binding decision, and more as inputs that are weighted alongside strategic and
political considerations.
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TABLE 3.1
High BCR, low cost, not approved

Project Transport type = Cost (£bn) Decision Reference

Ely Area England’s
Capacity Rail (freight) 0.46 4.89 Proposed Economic
Enhancement Heartland 2024
. . Coyle and Sensier
Leeds Tram Light rail 2.5 2.3 Cancelled 2018; Stokes 2025
Swansea Ba McCarthy
y Metro 1 2.9 Proposed 2018; Welsh

Metro Government 2021

Source: Authors' analysis

Note: For this analysis, we assume ‘low cost’ is any scheme that costs under £1 billion.

TABLE 3.2
Low BCR, high cost, approved

Project Transport type  Cost (£bn) Decision Reference
High Speed 1 High speed rail 27 1.41 Approved DfT 2012
(HS1)
Lower Thames Transport Action
Crossing Road 2 1.2 Approved Network 2025

Source: Authors' analysis

TABLE 3.3
High BCR, low cost, approved - successful projects

Project Transport type Cost (£bn) Decision Reference
. House of
Nottingham . . Approved and Commons 2007,
Express Light rail 0.2 2 . A
h delivered Coyle and Sensier
Transit
2018

Hope Valley Rail 015 26 Approved and DfT 2017; RAIL
rail upgrade ) ’ delivered magazine 2024

Source: Authors' analysis

20 IPPR | Transport and growth Reforming transport investment for place-based growth



Investment decisions rely on the five business cases outlined previously: strategic,
economic, financial, commercial and management. Clearly, decisions should not rely
solely on BCRs, and as discussed above, wider economic and social impacts are often
difficult to quantify in the same way as direct impacts. A strategic business case can
mean a low BCR project is deemed necessary, and a more flexible approach can help
ensure that transport investment aligns with a broader set of policy priorities.

However, the lack of clarity over how BCRs are used can leave projects more
exposed to political intervention and short-term decision-making. In this context,
debates about transport investment cannot be reduced to technical questions about
appraisal methodology alone, and focussing solely on changes to the Green Book
misses this wider context. These discussions must also account for the governance
structures and political dynamics that shape how evidence is deployed in practice.

IN ENGLAND, DECISION-MAKING IS HIGHLY CENTRALISED, LEADING

TO PROCESSES THAT ARE ONEROUS, DISJOINTED AND DO NOT DRIVE
GOOD OUTCOMES

HMT and the chancellor, along with DfT and its secretary of state, hold significant
amounts of power over transport decisions in the UK, particularly in contrast

to other comparable countries (Baldwin and Shuttleworth 2021). However, the
decision-making process is complex, and there are many different state and

local actors involved in bringing transport projects forward. These processes, and
particularly the involvement of national politicians, run contrary to the stated aims
of the devolution agenda, whereby local decision-makers should have more power
to make decisions over investment and projects in their jurisdictions. While local
politicians, particularly mayors, have been granted greater powers over transport
decisions, highly centralised funding models and a lack of local revenue-raising
powers mean that mayors are still highly dependent on central government.

In its 2021 report on how governments use evidence to develop transport

policy, the Institute for Government called for a cohesive transport strategy

that pulled together and integrated different modes of transport to increase the
effectiveness of transport policy (Baldwin and Shuttleworth 2021). The Integrated
National Transport Strategy, due to be published in 2026, will bring together a
set of overarching principles that should be adopted when designing transport
interventions. IPPR has written previously about how the strategy could be most
effective (Frost 2024; Frost and Singer Hobbs 2025), including through:

e integration with spatial planning
* the empowerment of local government
e having a clear vision of what the transport system is trying to achieve.

The Integrated National Transport Strategy should feed through into decision-
making processes, particularly strategic business cases, and provide a “guiding
mind” for transport investment and decision-making across England. Given the
significance of these decisions in driving land-use change or other behaviours,
these processes should be integrated into decision-making about other
government priorities, and should inform government spending, even if

that funding is not administered through the DfT (for example the now

closed Housing Infrastructure Fund).

Large-scale examples of disjointed decision-making in transport investment
include decisions such as the recently announced airport expansions. Not only
do these run the risk of undoing the climate benefit of the Clean Power Plan
(Chapman 2025), contradicting another government objective, they do not have
a clear-cut ‘growth story’ either (Chapman and Pot 2025).
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A 2024 report by Create Streets and the Walk Wheel Cycle Trust (formerly Sustrans)
illustrates smaller-scale examples of disjointed thinking (Milner et al 2024). It
explores how the funding for a road scheme delivered through the Housing
Infrastructure Fund could be better deployed to build the same number of
homes, while also delivering on other government priorities. The alternative
proposal used vision-led transport planning to reduce the amount of greenfield
land built on, deliver more active travel routes and healthier communities, and
ensure community buy-in.

Central government plays an important role in the redistribution of wealth

around the UK. But criticisms of regional inequalities in transport investment are
an implicit recognition that central government is not playing this role as well as it
could. While fiscal devolution is necessary, as discussed below, there will always be
a role for funding from central government, and this should be aligned with wider
governmental priorities.

Recommendation: Transport investment from the Department for Transport
(DfT) should play a redistributive role across the UK, and should use the
forthcoming Integrated National Transport Strategy to ensure national
transport projects within England are aligned towards a common goal

and vision for the transport system.

THE PROJECT APPROVAL PROCESS IS HIGHLY CENTRALISED

All transport projects need to receive some form of approval from the DfT, with
the exception of some smaller active travel schemes.' Large projects (classified
as ‘nationally significant infrastructure projects’ - NSIPs) require consent from the
secretary of state directly, whereas smaller projects, despite technically having
permission granted by the local planning authority, require a Transport and
Works Act Order (TWAO), which is also granted by the secretary of state.

Transport NSIPs are those that span administrative boundaries, or those where

a national body (for example, Highways England or Network Rail) manages the
infrastructure. Given the strategic and national importance of such projects, DfT
and secretary of state oversight is necessary, and consultation is carried out with
the relevant local authorities. See figure 3.1 for an illustration of a project’s journey
from initial idea to delivery and implementation.

1 The previous government had planned to rescind powers granted to councils to introduce active travel
measures such as speed limits and low-traffic neighbourhoods, but the current government abandoned
these plans.
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FIGURE 3.1
A project’s journey from idea development to delivery and implementation

Project
Project aptlons appralsal Dedivery and

developed and funding = implementation
declsions

Local authoritles HE\ Treasury Natlonal Infrastructuwne
and magmral and Sarvice

comblned authortlias Transformation
Authority

Source: Authors’ analysis

For local projects, mayoral combined authorities, as the local transport authority,
have relevant powers to manage roads, buses and light rail (Reardon and Benson
2025). However, the requirement for a TWAO, granted by the secretary of state,
can hold up projects that would otherwise have been approved. In Manchester,
the extension of Piccadilly Station by the addition of two platforms was held up
because the TWAO, submitted in 2014, was not granted approval (TfN 2020). Central
government cancelled the project nine years after application (BBC News 2023).

Recommendation: Mayors should be granted powers to approve Transport
and Works Act Orders for wholly local projects, or where mayoral combined
authorities can reach bilateral agreements for cross-boundary projects.

MAYORS AND OTHER LOCAL LEADERS ARE DEPENDENT ON CENTRAL

GOVERNMENT TO FUND TRANSPORT PROJECTS

Grant funding

Funding for local or regional projects can be sourced from a range of different

funding pots, including:

e devolution deals

e City Region Sustainable Transport Settlements

e Transport for City Regions funding

+ local growth funds (sometimes accessed through local enterprise partnerships)

» several government grants, although the chancellor cut some of these, such as
the Restoring Your Railway Fund, in the autumn 2024 budget

e private funding.

The 2025 comprehensive spending review (CSR) marked a significant increase in
transport investment for local areas than in previous governments. Transport for
City Regions funding for the nine eligible mayoral strategic authorities totals £15.6
billion, the City Region Sustainable Transport Settlements amount to £5.7 billion
(DfT 2025c¢) and, for places that have not received this funding, the CSR allocated
£2.3 billion for investment in local transport through the Local Transport Grant.
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While a significant proportion of this funding is allocated to capital expenditure,
the funding is allocated over a seven-year period (2025/26 to 2031/32) (DfT 2025c).
While most regions see a gradual increase in annual capital investment — in some
places increasing to more than £500 million annually - this is unlikely to be enough
to unlock transformational infrastructure investments.

Cutting the Restoring Your Railway Fund has held up projects that would

otherwise have gone ahead, for example the reopening of the line between Bristol
and Portishead (Robinson 2025). However, this fund highlights an issue with some
of the ways in which funding is allocated. It involved a competitive bidding process,
which can skew towards larger authorities with greater capacity, rather than pure
need or value (Built Environment Committee 2022), reinforcing funding inequalities
across England.

An example of the complexity of some funding settlements is Coventry Very

Light Rail. The DfT classified this as a research and development scheme to
demonstrate ‘very light rail’ technology (Coventry City Council 2025), and the
scheme has received funding from the DfT, Coventry City Council, Dudley Council,
the West Midlands devolution deal, a City Region Sustainable Transport Settlement
and several other funding pots. In 2024, the DfT rejected further funding for the
scheme and said that it required the development of a demonstrator line before
it would commit further funding (Nevett 2024). Coventry City Council predicts that
the total cost of the scheme will be £189 million (ibid) - around 1 per cent of the
DfT’s capital departmental expenditure limit for 2024/25 (DfT 2024b).

Accessing debt and the Public Works Loan Board (PWLB)

Most transport grant funding is time-limited rather than permanent, which
constrains the ability of local authorities to borrow to fund larger transport
projects. Long-term transport infrastructure (generally projects over a certain
size) will typically require financing over 20-30 years, but this depends on stable
and predictable revenue streams that short-term, sporadic grants do not provide
(Urban Transport Group 2025). Another option for a stable revenue stream is local
taxation, but councils have very restricted powers to raise taxes other than through
council tax.

To finance long-term transport infrastructure, local authorities primarily rely on
borrowing through the Public Works Loan Board (PWLB), which offers preferential
interest rates for local authority capital investment (DMO 2023). Although authorities
are technically able to borrow from private markets, this debt is often more expensive
than loans available through the PWLB, which offers loans with extremely narrow
margins (Ritchie 2025). The UK Municipal Bonds Agency illustrates this: it was
created in 2014 but closed in 2025 after having provided just two bonds (ibid).

PWLB lending is structured to avoid financial risk to the exchequer, including
restrictions on early repayment and debt refinancing, which prevent authorities
from replacing older, higher-cost debt with cheaper borrowing when interest rates
fall (Lloyd and Grayston 2023). It is to the detriment of local finance that the PWLB
is designed to maintain a neutral fiscal position.

In practice, the binding constraint on local authority borrowing is not access to
debt, but the ability to demonstrate sufficient and predictable revenue to service
it. While the PWLB remains the most effective and lowest-cost mechanism for
financing local transport infrastructure, local authorities can only make use of it
when they can show that long-term repayment is affordable (DMO 2023). Providing
local and regional bodies with stable revenue streams, either through giving them
powers to raise revenue, or through devolving some tax receipts, is critical to
unlocking greater use of PWLB borrowing for transport investment.
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Devolving revenue-raising powers

There have been ad-hoc attempts to fund transport investment, but there is not
widespread adoption. For example, in London, the Northern Line extension to
Battersea was funded partially through tax increment financing, which allows
local planning authorities to use land-value uplift arising from the infrastructure
investment to fund the project (London Assembly 2022). Nottingham partially
funds its tram system through local revenue raising via its workplace parking
levy (Nottingham City Council 2024).

Unlike local authorities, mayoral combined authorities do not have consistent
revenue, limiting their fiscal autonomy. Local authorities collect council tax which
provide a degree of financial stability that, in theory, enables the provision of
services and infrastructure. In practice, these receipts are largely required to meet
statutory duties. All mayors are able to levy a mayoral precept on council tax to
fund investment aimed at promoting economic development, although only four
mayoral combined authorities used this power in 2025/26 (MHCLG 2025a). In a few
cases, mayoral combined authorities benefit from a share of business rates. Mayoral
combined authorities are also more limited than local authorities because of an
imposed cap on borrowing, which was reversed for local authorities in 2011. There
are plans for mayoral strategic authorities, which will replace mayoral combined
authorities, to receive at least £13 billion in centrally allocated, multi-year funding.
While this will provide necessary revenue streams, it will continue their reliance on
central government, rather than devolving tax powers or revenues.

It is a positive step that mayoral combined authorities can establish revenue
streams through council tax precepts and, in some areas, benefit from regional
growth by retaining a share of business rates. Recent announcements on a visitor
levy in England (MHCLG 2025b), which could raise millions of pounds for mayoral
regions each year (Sandford 2025), are another welcome step. However, fiscal
devolution cannot stop there. Council tax is one of the most regressive taxes in
the UK, meaning that reliance on council tax precepts raises revenue in a way that
is inherently inequitable. Business rates retention can help incentivise mayoral
combined authorities to invest in infrastructure that supports economic growth,
but this approach is applied unevenly across these authorities and excludes many
other taxes that also rise with growth, such as income tax and VAT.

Recommendation: Mayors should have guaranteed revenue streams to
borrow against, and revenue-raising powers to capture the local benefits
of the investment.

There are two key principles for the design of local finance systems that can
support transport-led growth: certainty and buoyancy. Certainty, through stable
and predictable revenue streams, enables long-term planning and investment.
Buoyancy ensures that local institutions directly benefit from the economic
growth they help to generate.

There are several policy solutions available to achieve certainty and buoyancy
(see tables 3.4 and 3.5).
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TABLE 3.4

Certainty: stable, predictable revenues that can be borrowed against

Policy

Assigned share of
national taxes

Explanation

Hypothecated share of VAT or income
tax assigned to mayoral combined
authorities on a per-capita basis

Improved ability to access debt

High - large, stable tax bases with
predictable yields

Remove debt
cap for mayoral
combined
authorities

Align mayoral combined authority
borrowing rules with those for local
authorities by removing centrally
imposed borrowing caps, while retaining
compliance with the prudential code

Medium - borrowing will still
need to be financially viable
but makes investing easier once
revenue increases and becomes
more consistent

Source: Authors' analysis

TABLE 3.5

Buoyancy: revenues that rise with economic growth and capture the local benefits of transport

Explanation

Revenue-raising potential

Formalising and standardising
Codified tax tax increment financing (TIF) Medium - project-specific and
. arrangements to allow the future .
increment . . place-based, but closely aligned to
financing business rate or land-value uplift transport-led regeneration
generated by transport investment
to be ringfenced to repay borrowing
Medium - highly responsive
Land-value Charging levies on new propert to infrastructure investment,
capture linked ging . property but dependent on scheme
developments built near a . X .
to transport design, which runs the risk of
. transport scheme :
investment being onerous for mayoral
combined authorities
Retention of a share of additional High - high amount of taxes
Income tax income tax generated by employment collected through income tax,
earn-back and wage growth that is attributable to more certain and immediate
transport investment than property growth

Source: Authors' analysis

A long-term, sustainable solution would be reform of council tax into a new form
of property taxation. Regular re-evaluation would mean that increases in land
values, through increases in property values, due to transport investment would
be captured in the tax. This would address the longstanding issue that council
tax is based on 1991 rates and mean that mayoral combined authorities and local
authorities would benefit directly from transport investment. An analysis of what
an entirely reformed property tax system would look like is beyond the scope of
this report. However, it would represent certain and permanent revenue streams,
while also being extremely buoyant in response to transport investment and the
economic growth it can drive.
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POLITICS AND STRATEGIC BUSINESS CASES DRIVE SOME TRANSPORT
INVESTMENT DECISIONS

As discussed above, secretary of state sign-off is needed for most transport
projects. The Institute for Transport Studies suggests that politicians have
significant discretion to make these decisions (Worsley and Mackie 2015).

The breakdown of cross-party consensus and support for High Speed 2 (HS2)
contributed to the ultimate cancellation of the project. Another example that
suggests politics plays a role in transport decision-making is the recent decisions
over airport expansions. These run counter to the government’s net zero aims,
have dubious claims about their growth impacts (Chapman and Pot 2025) and,
in some cases, have run counter to what local leaders consider would be best
for their areas.

The impact of politics has been a feature of transport investment decisions for
decades. Originally hailed as the “biggest single investment in public transport
outside London”, the Greater Manchester Metrolink was threatened by the then
transport secretary Alistair Darling pulling the funding due to claims of costs
“rising out of control” (Hetherington 2004). However, Darling did a U-turn after
significant lobbying by Greater Manchester MPs, including a former environment
minister and John Prescott (one of the original proponents of the scheme).

EVALUATION OF PROJECTS IS PATCHY, AND DEMAND PREDICTIONS

ARE POOR

One of the drivers for the poor BCRs discussed in chapter 2 is the difficulty in
predicting demand. This is particularly true for projects that are transformational
or a completely new piece of infrastructure. Despite heated disagreement among
academics over the underestimation or overestimation of patronage on public
transport (Naess et al 2006; Eliasson and Fosgerau 2013), a 2010 review into new
rail stations concluded that there is no overall bias in either direction (Steer
Davies Gleave 2010).

The 2010 report found that more than half the stations analysed saw greater than
projected demand, although most were within 20 per cent of projected demand
(Steer Davies Gleave 2010). The largest outlier was the Ebbw Vale Parkway station,
where demand was 450 per cent greater than projected. The then Strategic Rail
Authority partially drove this as it had requested that “rail demand arising from
regeneration of the area” be excluded from forecasts.

Other stations and new routes have shown a similar trend. The Northumberland
Line and the Borders Railway have both had significantly higher than projected
passenger numbers, and there are several others that have also followed this
pattern (Create Streets 2025, Northumberland City Council 2025). It is likely that a
mischaracterisation of the wider economic impacts of the investment, including
land-use change, is in part driving these underestimations of passenger use.
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CASE STUDY: THE BORDERS RAILWAY, A DOWNRATED BCR

AND AN UNDERESTIMATION OF PREDICTED PATRONAGE

Opened in September 2015, the Borders Railway connects Tweedbank in
the Scottish Borders to Edinburgh, along a line that was closed under the
Beeching cuts. It is considered a success, delivered on time and within
budget (Transport Scotland, no date) and Network Rail’'s management

of the project has been commended (Heubeck 2023).

Despite this success story, the final business case revaluated the BCR down
to 0.5 from 1.2 (E&Y 2012). Annual return trips were projected to be 647136

in the first year of operation (2015/16) (E&Y 2012), but the actual number of
trips between September 2025 and October 2016 was 1,419,000 (equivalent to
709,500 return trips) (Scottish Government 2020) - almost 10 per cent higher
than predicted.

The knock-on impacts of the Borders Railway have been far-reaching. Along
the length of the route, there has been significant housebuilding and a
boost of employment in the tourism industry by 8 per cent (ICE, no date) -
impacts that were not explicitly factored into the business case (E&Y 2012).

Unlike rail projects, road projects rarely induce land-use change (Borjesson et
al 2014). Road projects are subject to evaluation through a ‘Post Opening Project
Evaluation’ (POPE), which is carried out at one and five years after opening (Atkins
et al 2017b). It has been suggested that the standardisation of these evaluations
has resulted in better project appraisal (ibid). However, road planning is in the
process of changing how transport needs are assessed, moving from ‘predict and
provide’ towards ‘decide and provide’? and it is unclear how this approach will
change road scoring through standard BCR methods.

Poor demand projections, a lack of evaluation and a shifting approach to
transport decision-making mean that it is hard to make well-informed decisions
about transport investment. Despite this, demand forecasting is relied on heavily
when drawing up business cases, particularly the BCRs.

2 ‘Predict and provide’ assumes that current trends in road traffic will continue unabated and builds to meet
this need, while ‘decide and provide’ assesses the transport needs of an area and designs interventions
accordingly (Lyons 2024).
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4.
SPENDING WELL

Having secured funding and approval for a transport project, there is then a risk
that the money will not be spent effectively or deliver the maximum benefits from
the investment. Making the case for public investment is made easier if there is
less risk that these things will happen.

Despite spending on transport investment being broadly concurrent with spending
in other OECD countries, transport infrastructure in the UK lags behind its Western
European counterparts, in terms of both inter-city (Centre for Cities 2021) and
inner-city (Curtis 2025) transport systems. High Speed 2 (HS2) is often held up

as a quintessential British transport project:

e over-budget

e delayed

» cancelled

+ plagued by costly additions due to an “arcane planning system” (Taylor 2025)
e stymied by obscure regulation

e subject to strenuous public objections

e highly politicised.

Some of the criticisms of HS2 help to understand the deeper issues in delivering
transport infrastructure in England. The cancellation of the northern leg of HS2,
while spurring further criticisms of investment preferentially serving London and
the South East, also cut the part of the line that had the highest projected return
on investment (DfT 2020). In addition, the full realisation of the value from the
southern leg of HS2 was reliant on completion of the full scheme (ibid). Ultimately,

preventing ‘another HS2' is necessary to ensure the government delivers both the
greatest value for money on its transport investments and growth.
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CASE STUDY: THE STEWART REVIEW: LEARNING FROM HS2

The government-commissioned review of HS2 identified a host of issues in
the delivery of it, which can be broadly broken down into politics, cost and
governance (Stewart 2025). Many of the criticisms of HS2 focussed on the
costs (House of Commons Public Accounts Committee 2021), but the Stewart
review, and others (Lamble 2025), found that better governance could have
helped keep costs down, and that protecting HS2 from political interference
might also have helped manage costs better.

Governance

The overarching finding of the review was that “the governance structure is
not fit for purpose and needs to be changed” (Stewart 2025: 11). The role of
the Department for Transport (DfT) was unclear, and there was not sufficient
experience within the department to play the several roles it had in the
delivery of HS2, including being funder, sponsor, client and shareholder. At
the same time, HS2 Ltd suffered a significant turnover of staff, including its
chief executive, which had an impact on delivery. The review found that both
HS2 Ltd and the DfT were underpowered given the scale of the project, and
were not able to access appropriate advice when required.

Politics

Despite securing cross-party buy-in in its early stages, by the time of its
cancellation, HS2 had been highly politicised, with the Stewart review finding
that “politics and the pace of political decision-making have been major
disruptors” (Stewart 2025: 20). A fear of HS2 being cancelled played into a
pressure to “maintain momentum” (ibid) on the project, which might have
led to poor decision-making. The review also highlighted the importance
of projects having political advocates at all levels of government. The
devolution of some transport funding to mayoral combined authorities
should support this.

Cost and funding

A disagreement between the DfT and HS2 Ltd on the “estimate at
completion” led to HS2 receiving annual funding settlements, significantly
increasing uncertainty and costs. HS2 sat within the DfT’s budget, which
meant that any unexpected cost rises had to be covered from the DfT’s
other departmental expenditure limits budget. The Stewart review was
clear that a project of this scale should have a separate funding settlement,
and that HS2 should have been given its own departmental expenditure
limit, a five-year funding control period and the flexibility to move money
between years.

Alongside the structural issues identified, HS2 also suffered from similar

problems to those outlined in chapter 2, with the wider economic and growth
benefits undervalued (Atkins 2020). The business cases for mega projects tend to
be looked at in isolation, and do not consider the wider impacts of these schemes,
particularly with respect to land-use change (Stewart 2025). Yet the Stewart review
highlighted that economic and growth benefits will “heavily depend on other
complementary investments (skills, housing, new agglomerations forming,
existing agglomerations expanding)” (Stewart 2025: 80), most of which are

driven by land-use change.

The Treasury and decision-makers tend to be risk averse (not entirely unreasonably,
given the scale of public money being spent), but existing methodologies not
adequately accounting for wider economic benefits mean that decision-makers
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do not have enough information about possible benefits or risks to make a truly
informed decision.

PROTECTION FROM CANCELLATION

The cancellation of HS2 was not the first time that the cancellation of a project,
leaving it only partially completed, resulted in a worse return on investment than
projected and incomplete realisation of the proposed benefits. The Ordsall Chord
in Manchester - a railway link connecting Manchester’s main train stations - is
another example of a project in the north of England not being seen through to
completion, rendering the returns on investment from the first part of the project
considerably worse than had the project been completed.

In this case, while the Ordsall Chord itself was completed, the work was planned as
part of a wider programme of rail enhancement across Manchester. The increase
in capacity unlocked by the construction of the Chord relied on the expansion of
key Manchester stations, including the addition of two platforms at Manchester
Piccadilly (as discussed earlier), platform extensions at Manchester Oxford Road
and the redevelopment of Manchester Victoria Station (Manchester City Council
2013). Without the expansion of Manchester Piccadilly, these benefits have not
been realised.

It is common for large projects to be delivered in stages. However, it is necessary to
protect the full project to ensure it is seen through to completion. This is particularly
true where the benefits rely on the full project. A looming risk of cancellation, or a
lack of certainty over funding or approvals, will increase costs, and not completing
the project will mean that the proposed benefits will not be realised.

LACK OF A PROJECT PIPELINE LEADS TO LOSS OF KNOWLEDGE, SUPPLY-
CHAIN ISSUES AND HIGHER COSTS

International comparisons of transport infrastructure show that overruns are
common, but the UK performs relatively poorly on unit costs and delivery times
(Ruparel et al 2024), particularly for rail and urban transit (Cataldo et al 2023),
with projects typically more expensive and slower to deliver than comparable
schemes in many European countries, including France, Germany and Spain
(Ruparel et al 2024).

Evidence from major projects such as HS2 highlights that the one of the most
significant drivers of rising costs and delays is the limited time spent in the early
design phase, which leads to poor control over the scope of the project. These
issues are compounded by complex governance arrangements, which make
resolving these challenges more difficult.

The review of HS2 found that a lack of time spent in the design phase and a
commitment to “gold plating” designs drove up costs for the project (Stewart 2025).
Analysis of the cost of building new trams suggested that costs could be lowered
by standardising designs, streamlining planning decisions, and addressing some
of the additional expenses associated with laying tracks in the road (specifically,
managing utilities) (Dumitriu et al 2024).

However, high costs alone have not driven the UK's poor track record on delivery
of transport infrastructure — inconsistent project pipelines have also had an
impact. Decades of stop-start funding have fragmented industry capacity

by limiting knowledge retention and sustained investment into building and
sustaining skills. Creating a clear, stable pipeline of transport projects is crucial
for long-term capability and to bring UK delivery closer to its international peers.
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The National Infrastructure and Service Transformation Authority (NISTA) was created
in April 2025 by bringing together the National Infrastructure Commission and the
Infrastructure and Projects Authority. The move was intended to bring together

the strategic oversight provided by the National Infrastructure Commission and

the delivery expertise of the Infrastructure and Projects Authority. NISTA currently
maintains an ‘infrastructure pipeline’, which lists investment in capital infrastructure
across government, but this maintenance is passive, with NISTA offering advice or
support to departments or delivery partners only when requested.

“The best time to have started Crossrail 2 was the day after Crossrail
1 ended. That way the skills would have been retained, instead of
needing to rehire and upskill a workforce a few years later when the
funding is confirmed.”

The lack of national- and regional-level oversight of how projects are sequenced
and built on one another creates a fundamental coordination problem in transport
infrastructure delivery (NIC 2024). Fragmented and stop-start pipelines accelerate
skills drain by preventing the retention of specialist expertise and institutional
knowledge across successive projects. Without a continuous pipeline of work,
workers with highly specialised skills are unlikely to remain in the sector, and when
projects resume, industry is required to rehire and retrain, increasing costs and
weakening delivery capability. When there are gaps between major schemes, skilled
workers are forced to leave the sector. For example, the successful electrification of
the Core Valley Lines as part of the Great Western Electrification Project risks losing
the skills and efficiencies developed because of a lack of clarity on when the Midland
Main Line project will proceed, driving skilled workers to move elsewhere (RIA 2025).

Recommendation: The National Infrastructure and Service Transformation
Authority (NISTA) should play a role in addressing skills and knowledge gaps
across the UK. It should also offer support on the delivery and governance of
transport schemes across the public sector, including to mayoral combined
authorities where appropriate.
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5.
SUMMARY OF
RECOMMENDATIONS

The government has made positive steps to supporting transport investment
through increasing the amount of funding and through longer-term settlements.
However, this funding alone will not unlock genuinely transformational transport
projects across the UK. Even for those projects that do get approved, there is a risk
of cancellation.

Our recommendations, taken together, should ensure that ambitious and
transformational transport projects are taken forwards. By ensuring that the
growth impacts of projects are reflected in forecasts, national politicians should
have increased confidence in investments. Using the forthcoming Integrated National
Transport Strategy to guide investment, and the National Infrastructure and Service
Transformation Authority (NISTA) to support where appropriate, decision-making
processes and delivery should be smoother.

Finally, empowering mayors through devolving revenue-raising powers and giving
them approval powers for projects should support the delivery of regional and
local transport projects.

GROWTH IMPACTS

Recommendation: Within its existing standards of evidence, the Office for Budget
Responsibility (OBR) should explore ways to recognise a wider range of credible
long-term productivity impacts from transport investment in its fiscal forecasts.

Recommendation: Land-use change towards articulated density should be
considered a proxy for the transformational potential of a transport proposal. The
best place to assess transformational potential is within the strategic business case.

ROLE OF NATIONAL GOVERNMENT

Recommendation: Transport investment from the Department for Transport (DfT)
should play a redistributive role across the UK, and should use the forthcoming
Integrated National Transport Strategy to ensure national transport projects are
aligned towards a common goal and vision for the transport system.

Recommendation: The National Infrastructure and Service Transformation
Authority (NISTA) should play a role in addressing skills and knowledge gaps
across the UK. It should also offer support on the delivery and governance of
transport schemes across the public sector, including to mayoral combined
authorities where appropriate.

EMPOWERING REGIONAL LEADERS TO DELIVER PROJECTS

Recommendation: Mayors should be granted powers to approve Transport and
Works Act Orders (TWAOs) for wholly local projects, or where mayoral combined
authorities can reach bilateral agreements for cross-boundary projects.
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Recommendation: Mayors should have guaranteed revenue streams to borrow
against, and revenue-raising powers to capture the local benefits of the investment.

To truly unlock local public transport investment, mayors need:

e certainty - stable, predictable revenues that can be borrowed against,
which might include an assigned share of national taxes or increases to
their borrowing capacity from the Public Works Loan Board

« buoyancy - revenues that rise with economic growth and capture the local
benefits of transport, which might include levies linked to land-value increases
due to transport investment or formalising the use of tax increment financing.
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