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Chair’s Foreword

In today’s world the ability to move around the country is vital to nearly every
aspect of life - for business, for healthcare, for education or just for leisure and
holidays. It is therefore critical that the Welsh transport system is developed
and maintained in tune with the needs of the country, whilst we must not
underestimate the importance of developing public transport systems, it must
also be acknowledged that roads are a vital part of the Welsh transport system,
and that the trunk road network is a vital part of the road system.

Developing the trunk road network in Wales consumes some £90m a year. This
is a substantial sum of money and it is vital that it is spent, and the road
network developed, as efficiently and effectively as possible. But we must
recognise that trunk roads are not an end in themselves. To be of most
benefit, the trunk road forward programme must join up with a range of other
investments such as local roads, public transport networks and regeneration
projects. And if we are going to get the best value for money from all the
investment in Wales it is vital that all the work is planned and coordinated in
order to take into full account of the needs of the people of Wales for the
foreseeable future.

In this inquiry, the Finance Committee has examined the mechanisms that are
in place to ensure this investment in the trunk road forward programme is
joined up, how the wide-ranging views are brought into the decision processes,
and how effectively it is all working. The Finance Committee’s conclusion is
very much one of ‘could do better’ and we have made a number of
recommendations which will improve the development of the trunk road
network. This was a view held strongly by the Finance Committee although
one member did express some reservations about a few of the
recommendations but was unable to clarify their concerns further. The
Committee very much hopes the Government will consider and act on these
recommendations because of the impact that a cohesive road network would
have on the lives of the people of Wales, on the timely delivery of frontline
services, and the key a good transport infrastructure holds in relation to the
future prosperity of Wales.

Finally, on behalf of the Committee | would like to thank the very many
witnesses who gave their time and energy to provide written and oral evidence
to the Committee. | would also like to thank the Deputy First Minster and his
officials who have provided the Committee with a substantial amount of
information about the trunk road forward programme and on how decisions
were made. And as ever my gratitude to the Clerk and his Team for working
the long hours required by us to put this report into place.

Angela Burns
Chair, Finance Committee



Summary of conclusions and recommendations

1. The Finance Committee finds it difficult to avoid the conclusion that
the trunk road forward programme is being developed without regard
to the needs of all stakeholders - as if it were an end in itself.

2. While the Finance Committee accepts that road schemes, like any long
term investment, can encounter difficulties that may delay progress, it
found it difficult to see from this level of adjustment that it is being
managed as a strategic programme.

3. While the Finance Committee could see that there were signs of a
change in emphasis from east-west to north-south there was so much
poor management and uncertainty within the programme that it was
very difficult to come to a clear view.

4. The Finance Committee considers the Government should adopt more
modern business practices for eliminating and managing the many
risks including poor estimating, bad planning and late delivery.

5. The Finance Committee finds it difficult to see that within an annual
Welsh budget of some £16bn it is not possible to develop a mechanism
that would enable commitments to be made for a five year period in
relation to an annual investment programme of around £80m - £90m.

6. The Finance Committee found it difficult to see how the trunk road
forward programme was coordinated with developments and priorities
elsewhere in Government and throughout Wales.

7. The Finance Committee was surprised that there was not a stage in the
process at which there was discussion of the needs and requirements
of the other Departments in the Assembly Government which required
roads to meet their objectives.

8. The Finance Committee was concerned to learn that the programme
was not debated at Cabinet level to ensure cohesion with other major
investment programmes.



10.

11.

12.

13.

14.

The Finance Committee was disappointed to hear from all witnesses
that consultation on trunk roads with the Welsh Assembly Government
was a one way process: while the Government was willing to be
involved with the activities of local authorities and other bodies, it had
never consulted them on the trunk road forward programme. The
Finance Committee cannot see how the Government can prepare a
strategic plan without knowing the plans and priorities of others who
will use the trunk road network.

The Finance Committee recommends that the approach to the trunk
forward road programme should be to manage it as a strategic
programme which underpins a wide range of the Government’s policies
and programmes.

The Government should come to a firm view on the programme’s
strategic objectives in the light of the needs of all stakeholders both
within and outside the Government. It should be open about the
process and its thinking, and should seek and listen to the views of
those involved with and affected by the programme. The plan should
clearly set out how road investment dovetails with other investment
and development proposals. The Government should then agree the
plan, publish it and commit to it.

Delivery should be managed by a dedicated unit established for this
purpose and skilled in the use of modern business practices which will
ensure delivery of projects to time and budget. The Finance
Committee does not have a view on whether this should be inside the
Government, or an external body, but the Government should ensure it
has the tools it needs to do its job. This includes establishing a
financial regime appropriate for an investment programme covering a
number of years.

The Government should then resist the temptation to micro manage the
programme or change priorities other than in exceptional
circumstances.

The Finance Committee accepts that it would not be appropriate so
soon after the reprioritisation for the Government to launch an exercise
for the development of yet another road programme. The Committee
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therefore asks the Government, when responding to this report, to set
out how it will refocus the existing programme to eliminate the many
problems caused by poor estimation, delays, uncertainty over funding
and endless revisions. In particular, the Committee asks the
Government to address the widespread concerns about the 2008
reprioritisation from organisations within Wales.



Introduction

1. The Finance Committee decided to undertake this inquiry because of
concerns about the impact of changes made in the reprioritisation of the
Welsh Assembly Government’s Trunk Road Forward Programme 2008.

2. In particular, Members were concerned that the 2008 revision to the
programme had made a significant shift in its focus. It was suggested that
the new programme placed a greater emphasis on links within Wales and
particularly the A470 which connected North and South Wales. This had
been achieved at the expense of links between Wales and destinations
outside to the east. Members considered that given the recent economic
downturn, the key priority for Wales should be developing the economy
and, in particular, developing the key road links between Wales and
destinations in England and in turn to markets further afield.

3. The Finance Committee is firmly of the view that roads exist to serve users
and potential users and that the trunk road forward programme should not
be seen as an end in itself. It is therefore important the investment in
trunk roads is coordinated with other Government programmes and
particularly those for economic development and community regeneration.
By the same token it is essential that changes to the trunk road forward
programme have full regard to the other programmes which it serves. The
extent and way in which these programmes are coordinated is a vital
element of ensuring that the resources available to Wales are used in the
most efficient and effective way possible.

Terms of Reference

4. The Finance Committee therefore decided to undertake an inquiry and
agreed the following Terms of Reference:

To examine approaches to the allocation of funding for the development of
road infrastrucure and the interface with expenditure in other policy
programmes (such as economic development and community regeneration)
and the way in which changes in each are coordinated.



In particular to consider:

e how decisions on financial changes to the strategic road programme are
coordinated with those in other programmes and their impact on those
programmes;

e how the financial impact on local government and other key partners is
assessed and how these partners are involved in the decision processes.

Evidence

5. The Committee considered evidence from the Welsh Assembly Government
including the following key documents:

e the 2002 Trunk Road Forward Programme - published in March 2002;

e the Trunk Road Forward Programme 2004 Update - published in
December 2004;

e the Reprioritisation of the Trunk Road Forward Programme - published
in December 2008.

6. The Committee subsequently took oral evidence from the Deputy First
Minister, in his role as Minister for the Economy and Transport, and from
officials. The Committee also received written and oral evidence from the
Deputy Minister for Regeneration and a wide range of people and
organisations from outside the Welsh Assembly Government who were
involved with and affected by the trunk road forward programme.

7. Full details are provided at Annex 1

8. The Finance Committee received a substantial amount of written and oral
evidence during its inquiry and wish to place on record its thanks to all
those who were involved and who contributed. It wishes to thank
particularly the Deputy First Minister for attending the Committee and
providing written responses to a significant number of requests.



Background

9. The key features of the different road programmes are set out below. A
fuller analysis is available in the Research paper prepared by the Members’
Research Service: Trunk Road Forward Programme November 2009.

2002

10. The Trunk Road Forward Programme, published in March 2002, unveiled a

11.

12.

major programme of trunk road improvements across Wales. It was the
first review of its kind in Wales since devolution and the publication of the
Welsh Assembly Government’s Transport Framework for Wales.

It addressed a number of key needs:

e to support the economic aims and growth of Wales;

e to secure environmental improvements for communities;

e to cement the connections between North and South Wales;

e to ensure trunk roads play an integral part in the overall transport
network for Wales.

The Programme included a number of major schemes which could
commence within the following six years. A phasing programme for start
dates had been based on the merits of the scheme based on a number of
assessment criteria

2004

13.

14.

The 2004 Supplement updated the programming of schemes to reflect
developments in the Programme and the aims of ‘Wales: a Better Country’
and the Spatial Plan.

The main changes were:
e New M4 - Magor to Castleton: moved from ‘On Hold’ to Phase 2 (ie given
greater priority).

e Cardiff International Airport Access: added to the Programme, in Phase 3.
e A40 St Clears to Haverfordwest: split into two schemes.
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2008

15.

16.

17.

18.

19.

20.

The 2008 reprioritisation was published alongside the issue for the first
time of a Rail Forward Programme. In a statement on 2 December the
Deputy First Minister said that the existing trunk road forward programme
had been re-focused to produce a revised list of schemes in three timed
phases. They were ranked in priority, reflecting 'One Wales’ commitments
(Annex 2).

Phase 1 was high ranking projects programmed to be ready to start before
April 2011 which included a number of projects to help improve
communications between north and south. Those included vital
improvements to the strategic A470 at Cwmbach, Alltmawr and
Gelligemlyn, and to the A487 at Porthmadog.

Phase 2 was high ranking projects aimed to be ready to start between April
2011 and April 2014.

Phase 3 was high ranking projects needing studies to identify best solutions
to problems which were unlikely to be ready to start before April 2014.

The Deputy First Minister said that when implemented, these would mean
the completion of the Heads of the Valleys road improvement as planned.
The improvements contained in phases 1, 2 and 3 - linking north and west
Wales with the south - should be completed by 2020, subject to finance and
statutory consent procedures.

The Deputy First Minster said the programme set out to recognise the
importance of connections between North and South Wales and the Heads
of the Valleys. He also expressed his determination to improve rail links,
which would help meet climate change targets and the demand from
passengers for more services.

For the new M4, Magor to Castleton, relief road the 2008 reprioritisation
retained the 2004 ‘Phase 2’ categorisation. Since then the Deputy First
Minister has decided not to proceed with the road on the grounds that an
Outline Business Case had been developed and this had showed that the
new M4 was now unaffordable’.

' Oral Statement by the Deputy First Minister - National Transport Plan, 15 July 2009
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21.

In the period since 2002, the changes to the trunk road forward programme
have encompassed 32 changes between phases. Two schemes have been
added and two schemes have been removed.

The need for the 2008 reprioritisation

22.

23.

24.

The Deputy First Minister told the Finance Committee? thatin 2008 the
trunk road forward programme was re-focused to produce a revised list of
schemes, ranked in priority to reflect the One Wales commitments shown at
annex 1 to his paper. The aim in re-prioritising trunk road schemes was to
provide better links between strategic centres of population, improving the
distribution of economic development opportunities. The re-prioritisation
also examined the affordability of the existing programme in the light of a
rapidly shifting economic climate and a change in international government
accounting practices that would bring some larger schemes on-balance
sheet.

In his oral evidence the Deputy First Minister explained that he had
reviewed where things were® in relation to all the schemes in the
programme. He said that the two overriding principles that were set out in
‘One Wales’ were that they wanted to look at north-south schemes and that
they wanted to see the transport implications of the Heads of the Valleys
regeneration. He said he found that if he wanted to keep to the timetable
that had been given he needed to make some fundamental decisions. If he
had simply carried on there was no way the programme could be delivered.

The Deputy First Minister referred* to the 2002, 2004 and 2008 trunk road
forward programmes and said that if you look at the terminology there were
no firm start dates in the programme ‘for anything’. They are couched in
language that enabled schemes to slip within the programme. He pointed®
to the phrase in the 2004 programme which said ‘Subject to completion of
statutory consent procedures and the availability of finance’. The Finance
Committee notes that it is premature to come to any conclusions on
slippage in the 2008 programme.

2 Paper FIN(3)-06-09(p1), para 8, 18 March 2009
3 RoP, p45, 18 March 2009, Finance Committee
* RoP, p48, 18 March 2009, Finance Committee
> RoP, p49, 18 March 2009, Finance Committee
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25. The Deputy First Minister said® that when he looked at the slippages he saw
that many of the reasons were to do with a range of factors:

. ‘Construction index inflation - ie road costs rise faster than the RPI.
Officials said that between 2001 and 2007 scheme costs rose by 40%
which was significantly more than the budgets allocated to transport.’

e  Overprogramming - engineers tending to overprogramme because they
recognise that some programmes will be delayed and therefore they can
bring in other ones to spend the money in that year.?

e Optimism bias - the need to add a percentage because engineers will
underestimate the true cost of a scheme.?

e A change in the way that risk is allocated within a scheme which means it
comes into the calculation much earlier. ™

e Changes in international accountancy standards which affected the Private
Finance Initiative. The 2004 programme had assumed that a number of
schemes would be undertaken via the private finance initiative. However,
this had changed because the changes in international accountancy
standards meant these would no longer be off balance sheet. "

26. The Deputy First Minister said that there was nothing unique about what
had happened in 2004. This has been the pattern and could be seen in the
programmes for 2002, 2004 and under the old Welsh Office and
Department of Transport. However, he referred to an analysis that had
been done in 2006, and said that as a result of this there was now a much
firmer programming system that allowed one to be more confident that
programmes will be delivered in future.

® RoP, p51, 18 March 2009, Finance Committee
" RoP, p56, 18 March 2009, Finance Committee
8 RoP, p54, 18 March 2009, Finance Committee
® RoP, p56, 18 March 2009, Finance Committee
' RoP, p57, 18 March 2009, Finance Committee
" RoP, p57, 18 March 2009, Finance Committee
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27.

28.

29.

The Deputy First Minister did nonetheless'? refer to uncertainties in relation
to planning and the need for statutory consents which could have a major
impact on his budget.'

In his evidence to the Finance Committee '* Professor Cole, Professor of
Transport at the Wales Transport Research Centre, University of Glamorgan
endorsed many of the Deputy First Minster’s comments on slippage. He
said that most of the slippage was the direct result of a lack of funding and
that if there is not enough funding schemes slip backwards. He
confirmed' that schemes always slipped and said that in his view the
funding was inadequate and that schemes had not been built because of
that.

The Finance Committee recognises the historical context of the current
trunk road forward programme.

Irish National Roads Authority

30.

31.

The Finance Committee took evidence from representatives of the Irish
National Roads Authority in Dublin to learn from officials in another country
about how they managed their trunk road programme. Hugh Creegan, the
head of public-private partnerships and strategic planning at the National
Roads Authority told the Committee '® that they had overall responsibility
for the equivalent in Ireland of Wales’ trunk road system. It had been set
up to take the realm of road construction and road development out of the
political arena. As an agency it was an implementation body.

Mr Creegan said '’ that the starting point was to consider the national
perspective and decide what needed to be done. They identified corridors
to be developed and schemes that needed to be put forward. The Irish
Government then endorsed that plan. Once it had been accepted it was left
to the National Roads Authority, subject to funding to deliver it effectively.
The Finance Committee noted that there were a number of interesting
parallels with Wales and the Finance Committee was interested in the way

2 RoP, p86 & 88, 18 March 2009, Finance Committee
¥ RoP, p86 & 88, 18 March 2009, Finance Committee
"“RoP, p104, 1 April 2009, Finance Committee
> RoP, p105, 1 April 2009, Finance Committee
'® RoP, p159, 21 May 2009, Finance Committee
' RoP, p175, 21 May 2009, Finance Committee
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the National Road Authority had addressed some of the challenges that
Wales had come up against.

32. Mr Creegan told the Finance Committee'® that they had wanted to move
away from the days when political decisions were made for expediency’s
sake. They now assessed the needs, produced a plan that addressed them,
and then sought to prioritise them on a professional basis rather than an
emotional basis.

33. Mr Creegan said ' that, while they used Public Private Partnerships for
some road projects, roughly 75% were not in this category and these were
done through a design and build process. He said the approach had
overcome a number of problems they had encountered in the past. There
were three elements to their success: good cost estimates - in the past they
had not been well researched or thought out and costs had overrun because
of this, not because of difficulties with the projects themselves. They had
also developed good and standardised contacts for use across all their
projects. The third element was good project management skills. They
had moved to a stage at which their projects were now coming in on time
and on budget.

34. A further issue was the availability of funding. Mr Creegan said® that in
the past they had operated on the basis of annual funding but had lobbied
the Government on the grounds that this was not an efficient way to
manage and plan. As a result the Government had put in place a five-year
rolling investment programme and the National Roads Authority had moved
from planning piecemeal to planning much more coherently. A further
benefit was that this allowed their construction industry to gear up and to
plan and invest for large projects.

Development of 2008 programme
35. The Deputy First Minister said?' that the first thing that had to be done was

decide where things were in relation to the 2004 programme. He said?®
that he had had only a certain amount of money, around £50m to £60m a

"®RoP, p171, 21 May 2009, Finance Committee
" RoP, p210, 21 May 2009, Finance Committee
2 RoP, p189-191, 21 May 2009, Finance Committee
2 RoP, p73, 18 March 2009, Finance Committee
22 RoP, p77, 18 March 2009, Finance Committee
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year, and there was no way that that budget could have accommodated the
north-south routes and the Heads of the Valleys road, as well as all the
other schemes that were in train. He had decided that he needed financial
cover over and above his core budget - and this was another reason for the
delay in the plan being published. The Deputy First Minister mentioned two
possible sources for this additional finance: European funding and the
strategic capital investment fund. He said® that once he had come to that
decision, he could accommodate both the priorities (the north-south Route
and the Heads of the Valleys road) in the timelines that he had been given
as well as all the other schemes that did not fall into either. The Finance
Committee notes that EU funding would be applicable to the Heads of the
Valleys road but not the north-south route.

Consideration of individual schemes

36. The Finance Committee asked the Deputy First Minister about the way in

37.

which individual road schemes were considered. The Deputy First Minister
told the Committee?* that a number of factors needed to be looked at and
the case is appraised through the WelTAG system. He added that the
Government now had an additional test which asked whether all other
forms of transport that could benefit local communities had been
considered before coming to the conclusion that road is the only option.
Officials elaborated on this ** explaining the wide range of factors that were
taken into account in the process and the substantial number of
judgements and assessments that needed to be considered in order to take
account of all the material factors. They emphasised that the WelTAG
scheme was very much a methodology for bringing together all the factors
to come to an ‘ideal’ solution to meet the objective.?® It was essentially a
cost-benefit analysis.?” The Deputy First Minister noted that the WelTAG
scheme is kept under review?.

Comment: The Finance Committee understands that planning and
managing a programme with uncertainties arising from a range of factors
that are outside the control of the Government. But, the evidence clearly

% RoP, p77, 18 March 2009, Finance Committee

2 RoP, p9, 18 March 2009, Finance Committee

% RoP, p11 et seq, 18 March 2009, Finance Committee
% RoP, p16, 18 March 2009, Finance Committee

2 RoP, p11, 18 March 2009, Finance Committee

2 RoP, p19, 18 March 2009, Finance Committee
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38.

39.

40.

41.

indicates that there are a great many issues arising from factors ‘within’ the
system and which are within the control of the Government.

The trunk road forward programme is a major strategic programme
involving substantial investment and is something that Wales has had since
well before devolution and the days of the Welsh Office. It is difficult to
understand how the Government can be so relaxed about slippage because
the wrong inflation factors have been used or because engineers were
excessively ‘optimistic’ when doing their costings. It is too easy to wrap
this up in terms like ‘construction cost inflation’ and ‘optimism bias’. The
fact is that professionals made repeated errors in assessing project costs
and the consequence of this was that projects were delayed and the trunk
road forward programme was not delivered.

The Finance Committee was particularly concerned to learn that poor
estimating by professionals is somehow justified by the use of term
‘optimism bias.” The Finance Committee is also aware that Treasury
Guidance on this was issued in 2002 and the British Department for
Transport issued procedures for dealing with optimism bias in Transport
Planning in 2004.

The Finance Committee does not understand why the trunk road forward
programme is managed in such an old fashioned way and why the Minister
and officials rely on phrases in the small print such as “Subject to
completion of statutory consent procedures and the availability of finance””
as a justification for not meeting targets. The Finance Committee
considers that the Government’s Department for the Economy and
Transport should embrace modern business practice for managing these
projects including the risks of poor estimating, bad planning and late
delivery.

The Finance Committee was heartened to learn of the experiences of the
National Roads Authority in Dublin which had faced up to similar problems.
The Finance Committee noted that they were now delivering projects on
time and on budget and the key to this was, largely, good management:
reliable estimates, standardised contracts and good project management.
Their experiences very much reinforced the evidence the Finance
Committee received and the conclusions it reached, in its recent inquiry
into Pubic Private Partnerships.
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42. Given all the uncertainties and delays due to poor estimating etc, it is

difficult to know how much meaningful analysis it is worthwhile to do of
changes to the trunk road forward programme. The Finance Committee
noted the Deputy First Minister’s words about the 2008 programme being
firmer and more deliverable than that for 2004 and compared the planned
expenditure in the different phases of these. The Committee has
examined the potential estimated cost of the elements in Phase 1 in 2004
and 2008 on the basis of the information provided by the Deputy First
Minister in his letter® of 21 September to the Finance Committee. This
showed that the residue of the schemes comprising Phase 1 of the 2004
programme (ie the work that has not been completed so far) had a net cost
of £86m (at November 2008 prices). However, the cost of schemes
comprising Phase 1 of the 2008 programme comes to £176m (on the same
basis). This is a substantial increase and the Committee is concerned that
if there were difficulties delivering schemes totalling £86m in phase 1 of
the 2004 programme, then reprioritising £176m worth of schemes into
phase 1 in 2008 could be even harder to deliver.

Decision processes

43.

44,

The Finance Committee examined the way in which decisions on road
schemes are taken once the technical and other issues have been
appraised.

The Deputy First Minister told the Finance Committee*® that the possible
development or regeneration of an area was also one of the factors that
would be taken into account and that this was recognised in ‘One Wales’.
He also said®' that other stakeholders such as local government, local
business organisations and anyone else with a particular interest would be
taken into account although the decisions ultimately are for the
Government to take.

2 Letter from the Deputy First Minister, 21 September 2009, see Annex 1
® RoP, p19, 18 March 2009, Finance Committee
3" RoP, p31, 18 March 2009, Finance Committee
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Coordination within Government

45.

46.

47.

The Finance Committee asked the Deputy First Minister about how the
decisions on the 2008 Trunk Road Forward Programme were actually taken
and how he had established the political basis for the decisions he had
taken. The Deputy First Minister said that it had been a matter for him and
his department and?®? there had been no Cabinet debate on these decisions.

The Finance Committee examined the way in which regeneration specifically
had been taking into account in developing the 2008 Trunk Road Forward
Programme. In his written evidence to the Finance Committee?® the Deputy
Minister for Regeneration said that transport was an enabler to regeneration
and could transform an area from one of need into a place of opportunity.
He said** that it was a key element of a holistic approach to regeneration.
He said® that as a strategic gateway to Wales, the Heads of the Valleys road
will improve accessibility, open up the area for investment and growth and
help to unlock the potential of Brecon National Park. As such, the Welsh
Assembly Government has committed to invest £300m over the next ten
years to complete the upgrading of the A465 Heads of the Valleys road
between Abergavenny and Hirwaun. This has resulted in more businesses
investing in the local area.

The Finance Committee discussed with the Deputy Minister for
Regeneration the way in which he had been involved in making decisions on
the reprioritisation. The Deputy Minister for Regeneration said*® that since
he and the Deputy First Minister came to post in July 2007 they had had a
very close working relationship. The Deputy Minister for Regeneration had
seen the transport papers that were circulated within the department, and
had had the opportunity to comment on them and to raise them in his
discussions with the Deputy First Minister. He said that he had had
conversations with the Deputy First Minister about the Heads of the Valleys
Road as he was moving towards the development of his plans for the trunk
road forward programme. The Deputy Minister for Regeneration further
commented?®” that while he would not say that the Heads of the Valleys

32 RoP, p40, 18 March 2009, Finance Committee

33 Paper FIN(3)-10-09(p4), para 1, Finance Committee
3* Paper FIN(3)-10-09(p4), para 3, Finance Committee
3 Paper FIN(3)-10-09(p4), para 4, Finance Committee
* RoP, p94, 11 June 2009, Finance Committee

3 RoP, p94, 11 June 2009, Finance Committee
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48.

programme was dependent on the Heads of the Valleys road, the dualling
of the road was an opportunity for regeneration within that area and they
wanted to see it progressing.

Comment: The Finance Committee notes the various comments about the
Deputy First Minister and the Deputy Minister for Regeneration working
together. It also notes the recognition of the need to involve other
stakeholders such as local government, local business organisations and
others with a particular interest. However, the Finance Committee has
found it difficult to see how this is happening in practice. The fact that the
Deputy Minister for Regeneration had conversations with the Deputy First
Minister as he was moving towards the development of his plans for the
trunk road forward programme, and had the opportunity to comment on
transport papers that were circulated within the Department, does not
sound a very proactive approach. The Finance Committee is surprised that
there was not a more formal process of involving the Deputy Minister, and
the wide range of officials involved in regeneration work. The Finance
Committee is equally surprised, given the wide ranging impact, not least
financial, of the trunk road forward programme that there was not a wider
discussion with other Government departments nor a Cabinet debate on the
decisions.

Wider consultation

49.

The Finance Committee has already commented in this report that the trunk
road forward programme was not an end in itself and that the roads
network existed to serve users and potential users. It therefore agrees
entirely with the Deputy First Minister’s comments about the need to take
full account of a wide range of other interests. The Finance Committee
therefore explored with witnesses the consultation that had taken place.

CBI (Wales)

50. The Confederation of British Industry (Wales) told the Committee that it had

a fairly regular dialogue with the Deputy First Minister*® and had discussed
with him the importance of East/West corridors in Wales and, in particular,
the renewal of the M4. The CBI did not however recall * a dedicated

# RoP, p14, 7 May 2009, Finance Committee
¥ RoP, p14, 7 May 2009, Finance Committee
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session to talk about transport and did not believe* they were consulted on
what they saw as a strategic decision to reprioritise from east-west schemes
to north-south schemes. In the view of the CBI the new M4 around Newport
was, by head and shoulders, the most key route and scheme for the
economy. They thought it hard to see another scheme which is of such
economic importance.

Road Haulage Association

51.

52.

53.

The Road Haulage Association told the Finance Committee *' that they were
in contact with the Welsh Assembly Government on specific issues. For
example, they sat on the Wales freight group and were involved in the
production of the Wales freight strategy. They were involved with these
because they had a direct interest. However, they said * they talked to the
Deputy First Minister’s office possibly once or twice a year. However, it
was normally the case that they contacted him rather than the other way
round. They also said*® the Welsh Assembly Government had not
proactively contacted them other than in the context of the Wales freight

group.

The Road Haulage Association said* that, if they had been contacted, their
priorities would have been the M4, the A40 down towards Fishguard, and
the Heads of the Valleys Road. In their written evidence* they drew
particular attention to the M4 corridor which they believed required
considerable improvement in and out of South Wales. In their view it was
at present not fit for purpose and was in its present condition a hindrance
to business.

The Road Haulage Association said* that they had not been consulted
about the 2008 trunk road reprioritisation and had not even been aware
that it had been going on. They commented that their own devolved
structure, which linked much of Wales with the West Midlands and the West
Country, might be a factor as also might be the availability of resources.

“RoP, p15, 7 May 2009, Finance Committee

' RoP, p36, 25 June 2009, Finance Committee

2 RoP, p40 et seq, 25 June 2009, Finance Committee
3 RoP, p46, 25 June 2009, Finance Committee

*“ RoP, p50, 25 June 2009, Finance Committee

* Paper FIN(3)-11-09(p2), Finance Committee

* RoP, p74-84, 25 June 2009, Finance Committee
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They nonetheless said*” that they would respond as best they could to
consultation requests where they could. The Finance Committee noted
that, despite their structure, the Association was directly involved in Wales
through the Welsh freight group.

Wales TUC

54. The Wales TUC in their evidence said that overall they had*® two main

55.

methods of engagement between them and the Government a
memorandum of understanding with the First Minister and regular meetings
with him, and their participation in the business partnership council. They
could also contact Ministers directly on an issues basis. While Transport
issues are discussed in the regular meetings, the 2008 reprioritisation had
not been. The Wales TUC certainly did not have any direct involvement in
the decisions on the reprioritisation.

The WTUC told* the Finance Committee that following the recent
reprioritisation, their concern was the ability to travel between population
centres had outweighed the direct benefit to the economy. All the
economic corridors are east-west and the main economic corridors for them
are the M4 corridor and the A55 corridor. They said®® that their concern
was that the reprioritisation was not based on the economic priorities.

Local Government

56. Responsibility for the coordination of transport programmes within a region

fall to the regional transport consortia and the Finance Committee would
not necessarily expect individual local authorities to have a significant input
into the trunk road forward programme. The Finance Committee did
however invite a number of authorities to give evidence to the inquiry.

This tended to confirm the views generally put to the Finance Committee
about the lack of consultations on the trunk road forward programme. The
representative from Rhondda Cynon Taff said®' that they had had very little
direct contact with the Welsh Assembly Government on these issues. The

* RoP, p79, 25 June 2009, Finance Committee
*8 RoP, p158, 25 June 2009, Finance Committee
* RoP, p128, 25 June 2009, Finance Committee
** RoP, p132, 25 June 2009, Finance Committee
> RoP, p51, 21 May 2009, Finance Committee
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representative from Flintshire County Council referred®® to some strange
reprioritisations in the 2008 programme. The main concern of local
government was balancing local and national priorities - and their
frustration®® was that it was sometimes difficult to see the logic behind
some of the priorities. Concern was also expressed about a lack of North
Wales involvement in the national transport plan

Regional Transport Consortia

57.

58.

59.

60.

The role of the Regional Transport Consortia is to deliver the Welsh
Transport Strategy and the National Transport Plan at a regional level. Each
is required to prepare a Regional Transport Plan. The four Welsh regional
transport consortia were invited to submit written evidence to the inquiry
and to give their views on the issues raised in the Inquiry’s terms of
reference. They echoed the concerns expressed by others about the lack
of consultation on the trunk road forward programme.

Taith (North Wales) commented that the National transport Plan published
on 15 July 2009, (seven months after the 2008 reprioritisation
announcement) was the first formal opportunity that the regional transport
consortia had had to comment on the trunk road forward programme. They
nonetheless pointed to various occasions at which there was contact
between themselves and Welsh Assembly Government officers such as
through the WelTAG process and stakeholder workshops. They also
referred to regular meetings with the Welsh Assembly Government, North
Wales Regional Transport Planner and other officials.

SWWITCH (South West Wales Integrated Transport Consortium) expressed
concern that, while Assembly and other representatives had all been
involved in the development of the Regional transport Plan, the situation
did not work in reverse. SWWITCH said it had had no input into the
development of the trunk road forward programme. It noted also that there
appeared no discernible link between investment in the trunk road network
and other key policies and programmes within the Assembly Government.

SEWTA (South East Wales Transport Alliance) commented that while Welsh
Assembly Government officials, who attend SEWTA meetings, are kept

2 RoP, p74, 21 May 2009, Finance Committee
>* RoP, p94, 21 May 2009, Finance Committee
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61.

62.

63.

appraised of the consortium’s plans and aspirations, there was no
reciprocal arrangement for discussion of the trunk road forward
programme. They said there was a need to see maintenance and
development of the transport network as a partnership, with greater
consensus on the detailed programmes that the consortium pursues.

TRaCC (Mid Wales Partnership) commented that the regional transport
consortia have been assisting the Welsh Assembly Government in
undertaking a review of capital funding for transport in Wales. They said
also that while TRaCC engages frequently with Welsh Assembly Government
transport officers, reciprocal arrangements appear less well thought out.
They echoed the view expressed by Taith that the publication of the
National Transport plan was the first formal opportunity that the Regional
transport Consortia had to comment on a trunk road forward programme.

Collectively, the Regional transport Consortia presented a clear picture of
organisations that were keen to be involved with the Welsh Assembly
Government, were actively participating where there was an opportunity to
do so, and wanting to provide a positive input to the development of Wales’
transport infrastructure. All the consortia pointed to a range of activities
in which they were involved with the Welsh Assembly Government and
officials. However, this seemed a one-sided relationship and all the
consortia also regretted, in particular, that they were not consulted in the
drawing up of the trunk road forward programme.

Comment: The Finance Committee notes that, while there was consultation
on the National Transport Programme, very few outside organisations were
involved or even consulted in the drawing up of the trunk road forward
programme. The Finance Committee finds it difficult to see how a trunk
road forward programme can be prepared without some kind of
consultation exercise. The involvement of the regional transport consortia,
given their roles would seem an essential component of ensuring Wales has
a coordinated road network and the lack of consultation would seem to
make it very difficult for them to fulfill their statutory remits. The Finance
Committee finds it very difficult to understand how, without some kind of
consultation exercise, the Welsh Assembly Government can be aware of
stakeholders’ views.
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Impact of the 2008 Reprioritisation on North-South links and East-West

links.

64.

65.

66.

67.

Road building is a complicated and long process. It involves a number of
processes from an examination of route and engineering issues, to the
need for planning consents and land acquisition, to construction. While in
many ways all of these are relatively straightforward in a country such as
Wales, there is a significant task in managing and coordinating the different
elements and delays and issues can impact on the time to completion of a
road and its being available for use.

A project can also be delayed due to other issues, such as funding, which
can alter the priority given to different projects. For these reasons it is not
a simple matter to assess changes to the overall balance in the trunk road
forward programme.

Annex 3 provides a detailed analysis of the changes in priorities of the
different schemes in relation to the four main strategic corridors set out in
the 2002 Trunk Road Forward Work Programme:

e North - South corridor
e East - West (south) corridor
e East - West (north) corridor

e FEast - West (mid) corridor

The programme of delivery of each scheme was prioritised into three
phases:

e Phase 1: Short term schemes, high ranking and programmed to start
before March 2005;

e Phase 2: Medium term schemes, high ranking but in need of more
technical work; could be ready to start between April 2005 and March
2008;

e Phase 3: Long term schemes, high ranking, but need studies to identify
best solutions to problems, unlikely to start before April 2008; and
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68.

69.

70.

e On hold: Where problems have been identified but no ranking has been
applied.

The Government has adopted a broadly similar approach to categorising the
schemes in the three programme grouping them into three ‘Phases’
depending on the practical time constraints related to the development and
delivery of the schemes. Phase 1 schemes are those closest to delivery
with relatively little technical work necessary before they could start. Phase
3 schemes are those requiring the greatest level of technical work before
commencement.

There are different ways to compare the priorities within the three
programmes. The tables below show how the distribution of the highest
and lowest priority schemes changed between 2002 and 2008. In 2002
eight of the 50 schemes were in the top priority category and these were
spread evenly between the three (non mid-Wales) corridors - by 2008
almost half of the top priority schemes were in the North Wales corridor.
The East - West (mid) corridor has had no highest priority schemes in the
period. Conversely, while the total number of highest priority schemes has
more than doubled - there is a reduction in the number of these in the East
- West (north) corridor.

Similarly, the number of lowest priority schemes has fallen by about half in

the period - except for the East - West (mid) corridor which has risen from
three to five.
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Schemes in Priority 1 or Completed/Under Construction

North - South corridor

East - West (south) corridor

East - West (north) corridor
L] East - West (mid) corridor

All Wales

Schemes in Priority 3 or On Hold

71.

North - South corridor

East - West (south) corridor

East - West (north) corridor
" East - West (mid) corridor

All Wales

Number

2002 2004 2008

2 6 11
3 4 5
3 3 2
0 0 0
8 13 18
Number

2002 2004 2008

13 11 7
6 1 1
2 1 1
3 4 5

24 17 14

% of all schemes
in programme

2002 2004 2008

8.7 26.1 47.8
21.4 28.6 35.7
42.9 429 28.6

0.0 0.0 0.0

16.0 26.0 36.0

% of all schemes
in programme

2002 2004 2008

56.5 47.8 30.4
42.9 7.1 7.1
28.6 14.3 14.3
50.0 66.7 83.3

48.0 34.0 28.0

Comment: The Committee found it difficult to come to a firm view on this
issue. Members had different views on the analysis of the changes to the
roads programme and the other factors causing delays made it difficult to
come to a clear conclusion. Members noted that many witnesses
considered the 2008 reprioritisation had changed the emphasis to north-
south links and that, if obtaining EU funding was critical to delivering the
programme, then this would be for east-west links while Government
funding would go to north-south roads. Members noted also the comment
by the Deputy Minister for Regeneration that he would not say that the
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Heads of the Valleys programme was dependent on the Heads of the Valleys
road although the dualling of the road was an opportunity for regeneration
within that area.

The new M4 project

72. During this inquiry, many witnesses made reference to the decision to
abandon the new M4 project on the grounds that it is now unaffordable.
Witnesses also expressed the view that it was of major economic
importance for Wales - some said it was the country’s most important road
project. The Finance Committee is also aware that views have recently
been expressed that the failure to develop this road will have a significant
economic cost for Wales. The Finance Committee is therefore disappointed
that the decision to abandon this project seems to have been based solely
on the road’s affordability and without reference to the wider roads
programme or the economic impact of the scheme. This seems to reinforce
the Finance Committee’s view that the road programme is not being
managed as a strategic whole but more as a collection of individual
schemes.

Conclusions and recommendations

73. The Finance Committee undertook this inquiry because of concerns put to it
about the impact of changes made in the reprioritisation of the Welsh
Assembly Government’s Trunk Road Forward Programme, 2008. In
exploring these issues the Finance Committee identified a number of
broader concerns about the trunk road forward programme - and the
coordination of this with other Government policies.

74. The Finance Committee considers that the Welsh road system should be a
strategic resource which exists to support and serve a wide range of
economic and social activities. The trunk road system should be a key
element of this and the trunk road forward programme the way in which
this resource is maintained and developed. It should be based on a
strategic view of Wales’ road transport needs. The Finance Committee
finds it difficult to avoid the conclusion that the trunk road forward
programme is being developed without regard to the needs of all
stakeholders - as if it were an end in itself.
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75. The Finance Committee’s inquiry focused to a large extent on the 2008
reprioritisation of the roads programme and concerns put to it that this
involved a change in priority from developing and strengthening east west
links to a stronger focus on north-south links. The key significance of this
is the view that east-west links are critical to regeneration and the economy
- but also the view that economic and community planning and
development was being undertaken locally on the basis that the
development of east-west links was a priority. A corollary to this was the
need for the involvement of key partners, including local government, in the
process.

76. The Finance Committee spent a considerable amount of time examining the
three trunk road forward programmes - for 2002, 2004 and 2008. It was
surprised to find that while the trunk road forward programme is presented
in terms of four main ‘corridors’ within Wales, it is in reality a series of
about 50 individual road schemes that move back and forward in priority in
the light of developments. The Finance Committee notes that the
programme was launched in 2002 and has had to be reviewed and revised
twice within six years. In this time there have been 32 changes to the
phasing of schemes within the programme, two schemes have been added
and two removed. While the Finance Committee accepts that road
schemes, like any long term investment, can encounter difficulties that may
delay progress, it found it difficult to see from this level of adjustment that
it is being managed as a strategic programme.

77. Many of the changes were due to delays and difficulties in delivering
particular road schemes - and the Finance Committee was told this was due
to a range of factors such as funding, poor estimating - described as
construction industry inflation or optimism bias - and changes in the way
projects are assessed. While the Finance Committee could see that there
were signs of a change in emphasis from east-west to north-south there was
so much poor management and uncertainty within the programme that it
was very difficult to come to a clear view.

78. More crucially, the Finance Committee came to the view that the roads
programme is being managed in an old fashioned way where cost overruns
and delays are accepted as part of the process. The Finance Committee
considers the Government should adopt more modern business practices

-29 -



79.

80.

81.

for eliminating and managing the many risks including poor estimating, bad
planning and late delivery.

In contrast, the Finance Committee was impressed by the experience of the
Irish National Roads Authority which had developed ways to build roads to
time and on budget. The key to this seemed to be one of good
professional skills: they had learned to prepare reliable cost estimates for
their projects, had developed good and standardised contracts and
managed the projects well. The process was assisted by the existence of a
five year rolling investment programme. While the Finance Committee
accepts that this is longer than the normal financial horizon within the UK,
it finds it difficult to see that within an annual Welsh budget of some £16bn
it is not possible to develop a mechanism that would enable commitments
to be made for a five year period in relation to an annual investment
programme of around £80m - £90m.

The Finance Committee also found it difficult to see how the trunk road
forward programme was coordinated with developments and priorities
elsewhere in Government and throughout Wales. The programme seems
very much to be determined by the Government’s transport department.
There was no evident process by which the regeneration element of the
Deputy First Minster’s department fed into the programme - other than by
being copied in on papers and having the opportunity to comment on them.
The Committee was surprised also that there was not a stage in the process
at which there was discussion of the needs and requirements of the other
Departments in the Assembly Government which required roads to meet
their objectives. The Finance Committee was concerned to learn that the
programme was not debated at Cabinet level to ensure cohesion with other
major investment programmes.

The Finance Committee took evidence from external organisations about
the way in which they were involved in the development of the trunk road
forward programme and was encouraged by the general enthusiasm of
outside organisations to work with the Government to ensure developments
locally were coordinated with the strategic programme. The Finance
Committee was therefore disappointed to hear from all witnesses that this
was a one way process: while the Government was willing to be involved
with the activities of local authorities and other bodies, it had never
consulted them on the trunk road forward programme. This seems a
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82.

83.

84.

85.

86.

strange way to proceed given that the trunk road forward programme exists
to support and serve people and other activities. The Finance Committee
cannot see how the Government can prepare a strategic plan without
knowing the plans and priorities of others who will use the trunk road
network. While the Finance Committee and outside organisations will
accept that ultimately the Government has to make decisions on the
programme, open and effective consultation would seem an essential
element in achieving widespread support for and acceptance of the plan.

The fact that most witnesses expressed concern about the priorities in the
plan and the view that it fails to meet Wales’ economic needs, would seem
to underline the point; as does the widespread concern about the
Government’s decision to abandon the new M4 project

In conclusion, the Finance Committee recommends that the approach to the
trunk road forward programme should be to manage it as a strategic
programme which underpins a wide range of the Government’s policies and
programmes.

The Government should come to a firm view on the programme’s strategic
objectives in the light of the needs of all stakeholders both within and
outside the Government. It should be open about the process and its
thinking, and should seek and listen to the views of those involved with and
affected by the programme. The plan should clearly set out how road
investment dovetails with other investment and development proposals.
The Government should then agree the plan, publish it and commit to it.

Delivery should be managed by a dedicated unit established for this
purpose and skilled in the use of modern business practices which will
ensure delivery of projects to time and budget. The Finance Committee
does not have a view on whether this should be inside the Government, or
an external body, but the Government should ensure it has the tools it
needs to do its job. This includes establishing a financial regime
appropriate for an investment programme covering a number of years.

The Government should then resist the temptation to micro manage the
programme or change priorities other than in exceptional circumstances.
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87. The Finance Committee accepts that it would not be appropriate so soon
after the reprioritisation for the Government to launch an exercise for the
development of yet another road programme. The Committee therefore
asks the Government, when responding to this report, to set out how it will
refocus the existing programme to eliminate the many problems caused by
poor estimation, delays, uncertainty over funding and endless revisions. In
particular, the Committee asks the Government to address the widespread
concerns about the 2008 reprioritisation from organisations within Wales.
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Annex 1

Organisations and individuals who gave evidence in person to the

Committee

| Witnesses

| Organisation

Paper ref |

18 March 2009

e Jleuan Wyn Jones AM,

and Transport
e James Price
e Martin Stevenson

Deputy First Minister and
Minister for the Economy

Welsh Assembly
Government

FIN(3) 06 09 (p1)
and Annex 1

1 April 2009

|« Prof. Stuart Cole

| University of Glamorgan

FIN(3) 07 09 (p1) |

7 May 2009

| « David Rosser

| CBI Wales

FIN(3) 08-09 (p1) |

21 May 2009

George Jones
Latif Kaderbhai

Rhondda Cynon Taf
County Borough Council

FIN(3)-09-09 (p1)

Flintshire County Council

FIN(3)-09-09 (p2)

[}
[ J
e Dave Faulkner
e Hugh Creegan

National Roads Agency of
Ireland

No paper

11 June 2009

e Chris Hartwell

e Leighton Andrews AM,
Deputy Minister for Welsh Assembly FIN(3) 10-09 (p4)
Regeneration Government

e James Price

e Patrick Lewis

e Martin Stevenson

25 June 2009

e Martin Mansfield, Wales TUC FIN(3)-11-09 (p1)

e Mike Farmer

Road Haulage Association

FIN(3)-11-09 (p2)
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23 July 2009

e leuan Wyn Jones AM, Welsh Assembly FIN(3)-13-09 (p1)
Deputy First Minister and | Government FIN(3)-13-09 (p2)
Minister for Economy FIN(3)-13-09 (p3)

and Transport
e James Price
e Martin Stevenson

Transcripts

Copies of all papers and transcripts of meetings can be found at:
http://www.assemblywales.org/bus-home/bus-committees/bus-committees-other-
committees/bus-committees-third-fin-home/bus-committees-third-fin-agendas.htm

List of respondents to call for written evidence
The following organisations provided written evidence

TRACC

South East Wales Transport Alliance
SWWITCH

TAITH

Additional written evidence

Letter from the Deputy First Minister 27 April 2009 and attachment
Letter from the Deputy First Minister 7 May 2009
Letter from the Deputy First Minister 21 September 2009

Copies of all the written evidence can be found at:
http://www.assemblywales.org/bus-home/bus-committees/bus-committees-other-
committees/bus-committees-third-fin-home/bus-committees-third-fin-
inquiry/fin_3_fri/fin_3_fri-addev.htm
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http://www.assemblywales.org/bus-home/bus-committees/bus-committees-other-committees/bus-committees-third-fin-home/bus-committees-third-fin-inquiry/fin_3_fri/fin_3_fri-addev.htm

Annex 2

Extract (page 19) from:

One Wales
A progressive agenda for the government of Wales

An agreement between the Labour and Plaid Cymru Groups in the National
Assembly 27th June 2007

5.2 Access for all

Travelling across much of Wales can be lengthy and tortuous, whether travelling
by car or public transport.

We envisage a Wales where travelling between communities in different parts of
Wales is both easy and sustainable. We are firmly committed to creating better
transport links, both road and rail, between the North and the West of Wales
and the South. Wales and the South.

A quarter of households all over Wales do not have a car and rely on public
transport or walking or cycling. We will transform provision of bus services by
investing in a modern, integrated public transport system. Better public
transport will also help households in non-urban communities to be less
dependent on car ownership, the costs of which can be prohibitive to those on
low incomes.

Dramatic improvements to public transport will encourage people to reduce car
use. This in turn will contribute to reducing Wales’s carbon footprint.

Our programme of government over the next four years will involve:
- Improving regional and national transport

- Improving accessibility.
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Improve regional and national transport

We will improve transport between communities across Wales by investing in
many different modes of travel.

- We will develop and implement a programme for improved North-South
links, including travel by road and rail.

- We will reduce rail travel time between the North and South of Wales.
- We will create a new all-Wales Traws Cambria transport network
integrating long distance rail and coach routes with electronic cross-

ticketing by 2011.

- We will continue to improve the safety and quality of stations and
platforms in all parts of Wales, introducing new trains and train services.

- We will introduce a National Transport Passenger Committee for Wales.

- We will improve arrangements for regional and national strategic
planning for transport.

- We will press ahead with improvements to major road links between the

North, the West and the South of Wales, investing over £50 million for
this purpose over the four year Assembly term.
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Annex 3 - Paper prepared by the Members’ Research Service, 26 November
2009
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