
APPENDIX C 

Response 3         25 October 2005  

Edinburgh Tram (Line One) Bill Committee 
Consideration Stage – Phase 1 

Responses to the undertakings in the Preliminary Stage Report 

Question 

The promoter states that should the growth in demand be lower than the 50% 
forecast, the highways benefits ‘will still be positive and substantial’. The 
Committee would appreciate quantification (before Final Stage) of what 
reduction in car user benefits would be required to return a benefit:cost ratio 
of 1:1 

Response 

1 To return a benefit:cost ration of 1:1 the reduction in car user benefits would 
be £40.4m which is a reduction of 36% of the car user benefits.  To achieve 
this level of benefits, there would require to be growth of 34% rather than the 
forecasted 50%.   

2 This can be illustrated as follows: 
 

A Total Benefits      £235.9m 
B  - car user benefits     £111.6m 
C  - other benefits     £124.3m 
D Total Cost to Government     £195.5m 

 
E (A – D) benefits exceed costs by    £ 40.4m 

 Giving a benefit:cost ratio (BCR) of 1.21 (A / D = 1.21) 
 

B – E  To get BCR of 1.00:1.00, the benefits must be  
reduced by £40m (from £111.6m to £71.2m),  
a reduction of 36%. 
This reduced level of benefits would be achieved  
by traffic growth of 34%. 

 
3 Paragraphs 1 – 6 below provide further background information as to how the 

benefits and growth are calculated.   
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Background 

4 The current BCR of 1.21:1 is derived from dividing the present value of the 
total monetised benefits to users and private sector providers of some 
£235.9m against the present value cost to government of £195.5m.  To 
reduce the BCR to 1.00:1 would require the benefits to equal the cost to 
government and hence the excess of monetised benefits over costs (Net 
Present Value, or NPV) would need to fall from the current value of £40.4m to 
zero. 

5 Using the UK Government’s recommended methodology (TUBA – Transport 
Users Benefit Appraisal), benefits to highway users comprise a significant 
proportion of the overall benefits, totaling some £111.6m.  To reduce the NPV 
to zero, they would need to fall to £71.2m, a 36% reduction.  Output data from 
the TUBA economic appraisal software has been interrogated to understand 
the profile of benefits to enable the year at which were growth to be capped, 
the highway benefits would be reduced by the requisite amount.  Figure 1 
illustrates the profile of benefits for the STAG reported economic appraisal 
and for the benefits required to obtain a BCR of 1.00:1. 

Figure 1: Highway benefit profile
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6 The profile shows a rapid increase in the benefits from a marginal impact in 
the first forecast year to a benefit of some £5-6m per annum in the final 
forecast year of 2026.  From 2026, the benefits gently fall, since temporal 
benefits are capped from this point in accordance with good practice, but 
value of time growth (of 2% pa) and discounting (at 3.5% pa) continue, 
resulting in an overall 1.5% reduction in the present value of annual benefits.  
The profile reflects the much higher level of mode shift in 2026 compared to 
2011, with around 300-400 cars being removed from the highway network in 
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the 2011 peaks, but some 1,400 cars being removed by 2026 from the peaks 
and from a more congested network. 

7 The data indicates that the year at which traffic is capped to produce a BCR of 
1.00:1 is around 2018; note that this assumes a linear growth in traffic 
between the forecast years of 2011 and 2026 and that the benefit arising from 
Line 1 is correspondingly linear.  In reality, they are subject to wide variation 
due to factors such as changes in land use and socio-economic factors, 
exponential growth in junction delays and the impact of the tram on modal 
shares and trip patterns; the actual year would therefore likely be later than 
2018. 

8 In terms of growth in traffic, the model data indicates growth of some 25% 
between 2011 and 2026.  Assuming this is linear, the growth to 2018 would 
be some 12%.  Growth between 2001 and 2011 is forecast at around 20%.  
Overall, therefore, the growth from 2001 to 2018, which would provide for a 
BCR of 1.00:1.00 is some 34%. 

9 Note that the BCR only represents the value of those benefits able to be 
monetised and is somewhat limited in terms of capturing the overall benefits 
that the Promoter believes Line 1 will engender.  Of note, Line 1 will facilitate 
the regeneration and redevelopment of Granton and Leith and will assist the 
Council in achieving its wider planning and transport policy objectives. 

 


