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Study of Policies regarding Economic instruments Complementing Transport Regulation and the Undertaking of physical Measures (SPECTRUM)
SPECTRUM NEWSLETTER

Welcome to the 3rd issue of the SPECTRUM Newsletter December 2004

Dear Reader,

The SPECTRUM Newsletter is distributed to policy and transport authorities, transport operators and managers, user groups, academics and others. Please forward this free newsletter to others you think might find it interesting and useful.

Please address all comments to the newsletter editor Dr Torben Holvad (e-mail torben.holvad@tsu.ox.ac.uk) or the project co-coordinator Dr Susan Grant-Muller, S.M.Grant-Muller@its.leeds.ac.uk 

In this issue:

· SPECTRUM Workshop 

· SPECTRUM Brief

· Framework for defining packages

· Synergies and conflicts of transport instruments packages

· Further information

· Next issue

NEWS, NEWS, NEWS: SPECTRUM Workshop

The first of two high-profile workshops will be held in Gdansk, Poland 7th – 8th April 2005. This event will be used to launch the SPECTRUM high-level framework for appraisal of transport policy packages and present results obtained so far to a wider audience, in an environment where comments and contributions from the external transport community will be welcomed. The meeting will take place over two days, the first being a more formal presentation of the issues whilst the second is intended as a more informal workshop. A further objective of the meeting is to provide an opportunity for knowledge and expertise sharing between target users and interested parties within accession countries and those from the European community.

Deadline for registration: 1 March 2005

Venue: University of Gdansk, Faculty of Economics, Armii Krajowej 119/121, 81-824 SOPOT, Poland

For registration to the SPECTRUM Workshop contact: spectrum@gnu.univ.gda.pl
Further details available from the SPECTRUM Co-ordinator Dr Susan Grant-Muller, S.M.Grant-Muller@its.leeds.ac.uk
SPECTRUM Brief

SPECTRUM is a project funded by the EU as part of Fifth Framework Programme. The main objective of the SPECTRUM project is to: "develop a theoretically sound framework for defining combinations of economic instruments, regulatory and physical measures in reaching the broad aims set by transport and other relevant policies" in terms of efficiency and equity. As there is a tension between managing the transport system in such a way as to minimise social costs and simultaneously managing the system to meet increased demand, the work of SPECTRUM will address this problem by looking at the potential effects of using either individual instruments, complementary packages of instruments, or the consequences of substituting instruments, in managing the transport system. The project is scheduled to finish by August 2005.

Framework for defining packages of economic, regulatory and physical instruments

Five components of the SPECTRUM framework have been addressed in the first publicly available SPECTRUM Deliverable D5. Firstly, a reference scenario is specified within which the interactions between combinations of pricing and other transport instruments can take place. Secondly, whilst the research objectives of SPECTRUM are set  out in the work programme of the FP5, specific transport and other social objectives are identified. These are summarised (with sub-objectives) as follows: Economic efficiency (Strict Economic Efficiency, Environment and Health, Safety and Security) and Equity (Intragenerational equity and Intergenerational equity). In addition to these, sub-objectives of Economic Development and Liveability were identified. The third component required of the framework that is reported in D5 is work towards a set of indicators relating to the transport and wider environment that will be used to reflect the extent to which the objectives of Economic Efficiency and Equity are achieved. 

An overall assessment approach for SPECTRUM has been derived as the fourth component. This is based on welfare economics and recommends that impacts are monetised where possible and included in a cost- benefit analysis (CBA). The framework has three facets, however, to deal with contexts where this is not possible, for example if the state of the art does not allow monetisation of impacts. Alongside the CBA, a multi-criteria analysis (MCA) and Descriptor analysis is proposed for these situations. A series of recommendations have also been produced on dealing with uncertainty in the assessment process. 

Finally, a classification of the transport instruments has been given according to: the transport market (interurban road, rail, air, water modes, urban transport), the operational mechanism (economic, regulatory, physical), target (change of market access and competition rules, transport capacity, transport activity) and level of decision-making (international, national, regional and local). A glossary has been included giving further brief details and information sources for over 100 instruments. 

Taken together, these five components form the skeleton of the overall SPECTRUM framework. These give a structure to the fully specified framework to be developed and populated in the remainder of the project. They are, in themselves, a useful generic source for stakeholders in the transport and wider community with an interest in investigating how packages of instruments might work together towards particular objectives.

Synergies and conflicts of transport instruments packages 

SPECTRUM Deliverable 4 discusses the synergies and conflicts of transport policy packages, starting from the SPECTRUM high-level objective function. Generally speaking, this objective function makes a trade-off between the efficiency and equity objectives of the policy maker. The deliverable is made up of three parts. 

The choice of policy instruments when only efficiency matters

We derive optimality rules for pricing, investment and regulation. Starting from the simplest case of a single transport market, we gradually extend the framework to allow for several transport markets, restrictions on the available transport instruments and distortions in the rest of the economy. The consequences of uncertainty and the determination of optimal levels of monitoring and enforcement are also briefly analysed. The theoretical review is complemented with a critical survey of applied studies. It is found that policy packages are likely to lead to a higher efficiency gain if they include policies with sufficient differentiation according to time of day, road pricing, a change in public transport fares and frequencies and low cost capacity improvements. We also present a classification of the positive interactions that may occur between transport instruments. In particular, four types of interaction are considered: complementarity, additivity, synergy and perfect substitutability. It is argued that the type of interaction can be evaluated only when the instruments are set at their second-best optimal level (rather than at an arbitrary level).

The policy implications of distributional objectives

Next we discuss how the policy packages are affected by equity considerations. A review of existing studies leads us to the following conclusions:

· Transport pricing based on marginal social costs mostly leads to a welfare loss for most income groups, before taking into account the value of revenue recycling. However, the exact distributional impact of these policies before revenue recycling is context specific. 

· The analysis of the welfare effects before revenue recycling is by necessity incomplete, but can provide insights in the groups that should be targeted most in order to make the policies politically acceptable. A complete assessment of the welfare effects of transport policies however requires that one take into account how they are financed or how the revenues generated by them are used. 

· The choice of the best strategy should be based on a cost-benefit analysis, taking into account the distributional objectives of the policy maker. The best strategy can be expected to be context specific. Packages of measures that are inequality neutral are not necessarily the best. There is no guarantee that the existing degree of inequality is socially optimal. The welfare gain may be substantially lower than that of packages that do affect different groups of people differently.

Barriers to improved transport policies

Finally, we explore barriers to improved transport policies. We provide a classification of barriers that impose constraints on the government’s choice set. A distinction is made between (i) legal and institutional barriers, (ii) political and cultural barriers, (iii) resource barriers and (iv) practical and technological barriers. Following that, strategies for overcoming these barriers are proposed: 

· In order to overcome political and cultural barriers it is recommended to formulate a clear set of objectives, involving the relevant stakeholders in this process. The strategies for realising these objectives should contain combinations of measures, including measures that ensure that a majority of people gains or does not lose from the strategies and measures that mitigate negative side effects.

· The formulation of the objectives and the design of strategies should be followed by resolving the remaining barriers. For legal and institutional barriers this implies structural changes of existing legal and administrative frameworks.

· By implementing the combination of measures in small steps public acceptability may be improved. This process would also allow for making adjustments if these are deemed to be necessary. 

Further Information

Please address any further enquiries on the scope of the SPECTRUM project to the project co-coordinator, Dr Susan Grant-Muller, S.M.Grant-Muller@its.leeds.ac.uk 

SPECTRUM information is also available from http://www.its.leeds.ac.uk/projects/spectrum/
Next issue

The next issue of the SPECTRUM Newsletter will be available by February 2004. It is envisaged that it will contain articles on the findings from the urban and interurban case studies.

This Newsletter is produced by the SPECTRUM Consortium. The SPECTRUM project is an Accompanying Measure funded by the European Commission under its Research, Technological Development and Demonstration Framework Programme for Transport. 

Further information can be found on www.cordis.lu. Further information on SPECTRUM is available from the Project Co-ordinator Dr. Susan Grant-Muller (Institute of Transport Studies, University of Leeds, e-mail: S.M.Grant-Muller@its.leeds.ac.uk 
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