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Toll charges on the Severn bridges have been long subject to debate. They are
increased annually and collected from motorists travelling in one direction only,
from east to west into Wales.

Our purpose in commissioning this research by Aberystwyth University is to add
the small business perspective to this debate, as we feel that with concessions
period due to end around 2016, now is the time to establish exactly what will
happen when the concession agreement ends.

There needs to be a proper, informed debate now. We need to know whether the
benefits of scrapping the tolls would offset the cost of maintaining the bridges.
We need to know how the bridges will be maintained in the future. These are
important questions, with implications for Wales’ business and tourism sectors as
well as individuals travelling across the border.

This report therefore sets out to understand what the main effects on business
truly are, and what options could alleviate the burden placed on those perceiving
the toll as a barrier to business, balanced against options for harnessing the
tolls for improvements to the infrastructure which would help the wider business
community.

We hope that this research will help inform the debate as well as putting economic
implications at the very heart of deciding the future of one of the key routes in and
out of Wales.

Janet Jones
Wales Policy Chair
FSB



- F"\""l"""‘_"“‘{

I. l""f"

The two Severn Crossings provide an essential link
between the major economic hubs of South Wales
and Bristol, and beyond to the rest of the UK and
other parts of the European economy. The original
road bridge connection across the River Severn
opened in 1966 replaced the ferry service from Aust
to Beachley, and subsequently provided a direct link
for the M4 motorway into Wales. Between 1980 and
1990, traffic flows increased by 63% and there were
severe congestion problems in the summer and at
peak times each day. These problems were made
worse by occasional high winds, accidents and
breakdowns. With the expectation of considerably
increased traffic flows, work on a second estuary
crossing began in 1992, and was completed in
1996; without it, congestion would have become
more serious and frequent on the M4, M5 and local
road network. The two Severn Crossings have
become essential links in the evolving road transport
system, in which economic growth has occurred
symbiotically, in tandem with increasing traffic flows.

Unlike most of the rest of the UK road system,
however, responsibility for financing the construction
of the Crossings has rested with a private sector
company, currently Severn River Crossing plc,
which owns both bridges and has statutory rights

to recover its construction costs by charging a toll.
The concession allows the company to collect a
fixed sum to cover capital costs, in real terms, based
on 1996 prices; as a consequence, it is allowed to
increase the toll in line with the Retail Price Index.
The costs of construction were expected to have
been totally defrayed by toll charges around mid
2014, but following a ruling by the European Court
of Justice, Value Added Tax has been charged on
tolls since 2003. This extra charge is paid by the
Crossings’ operator without increasing the amount
paid by bridge users, so it will take at least a further
two years of toll collection, up to 2016, before the
original construction costs are fully offset.

1 Quoted in the Western Mail, 15 October 2008.
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The toll charge is unpopular and, although
regulated, it could potentially act as a cost
disadvantage to businesses that depend on the
existence of the Crossings. Some politicians, such
as Mike German, former leader of the Welsh Liberal
Democrats in the National Assembly and prominent
campaigner against tolls, have suggested that such
charges have a disincentive impact on travel: “the
toll is a psychological barrier to people coming to
Wales, whether for work or leisure.”

The aim of the present study, which has been
commissioned by the Federation of Small
Businesses (FSB), is to gain insight into the effects
on the business sector of levying the toll on the M4
and M48 Crossings. Its focus is the impact on small
to medium-sized businesses (SMEs) in South Wales
and the Greater Bristol regions, chosen to represent
the areas most dependent on the links for market
and tourism access. Its main purpose is to provide
an objective assessment of the quantitative effects
of the toll on the business sector of the economy
and, consequently, to consider options for future
policy once capital costs have been defrayed. To
establish broad thematic issues for consideration,
our research began by examining existing studies of
the economic impact of road tolls elsewhere in the
United Kingdom; subsequently, we carried out our
own representative survey of SMEs on either side of
the Severn Crossings, to obtain information on the
impact of toll charges on their activities.

This report is organised into four major sections.
The first provides a brief background which
summarises the review phase of our study, and
discusses the context and foundation for our
survey procedure. The next describes the survey
method employed, in terms of sample identification,
the selection of businesses for interview, and the
questions asked of business respondents. The
penultimate section sets out and analyses our
findings, in terms of the degree of usage, extent

of dependence, and the impacts on cost and
competitiveness. These are distinguished by broad
economic sector and region. The final section
summarises the results. A copy of the survey
questionnaire is included in Appendix 2.



Background
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The UK has had privately-financed toll roads and
bridges for at least 200 years but, with a handful of
exceptions, most roads ceased to be tolled by the
early 20th century. Road building and maintenance
was then financed out of local government taxation
and, from 1919, by an annual Road Fund Tax on
vehicles. By the 1940s, motoring taxes were no
longer used solely to finance public road building,
but had become part of the Government’s general
tax income. Similarly, the majority of the UK road
network is now financed out of general taxation.

Exceptionally, major local authority crossings like
the Mersey and Tyne Tunnels and the Humber
Bridge (and a few minor historic routes) continued
to charge tolls. Since 1945, it has been Government
policy that the cost of estuarial crossings should

be paid for by the user rather than the taxpayer.
Successive Governments have taken the view that
tolls are justified because the users benefit from the
considerable savings in time and money that these
expensive facilities make possible. From the 1980s,
Governments have sought private sector expertise
and finance to provide public infrastructure, in order
to capture efficiency gains and allow more schemes
to be constructed than would be possible if funding
were restricted to conventional public sources. As

a consequence, the private sector has designed,
built, financed, operated and maintained four large
undertakings, in return for which concessionaires
are permitted to charge a toll on vehicles using

the facilities, for a set number of years. These are:
the Second Severn Bridge (where the agreement
included taking over the operation and maintenance
of the original Severn Bridge); the Queen Elizabeth
Il Bridge (part of the Dartford-Thurrock River
Crossing, and also involving takeover of the two
Dartford Tunnels); the Skye Bridge; and the M6

Toll Road. The concession at Dartford ended on
March 2003 and was replaced by a road user
charging scheme. Following a sustained campaign,
toll charges at the Skye Bridge were abolished in
December 2004.

Given the traffic conditions now experienced in
some parts of the UK, tolling regimes and road
pricing are being increasingly linked to positive
initiatives for tackling congestion, raising revenues
for transport infrastructure and addressing
environmental impacts.2 Tolled bridges, including
those at the Severn Crossings, must now be
considered in this wider context, although the
original rationale for tolled facilities was different,
being rooted in the costs of bridge construction and
funding for maintenance activities. This need for a
much broader perspective on tolling operations was
emphasised at an early stage in the review of four
major road bridge crossings in Scotland, especially
in the light of important national targets for limiting
the impact of road transport on the environment and
reducing traffic congestion.?

As far as the situation at the Severn Crossings

is concerned, present legislation* allows for tolls

to be charged until a defined amount has been
collected, after which the facilities will revert to
public ownership. Current estimates indicate that
this is likely to take place after 2016, and there are
no plans to terminate the concession agreement in
advance of this.

Tolls, road charging and transport policy

In parts of the British road network, overloaded
transport routes and traffic growth are causing
significant economic, social and environmental
problems, including time delays, unpredictable
journeys, noise and poor air quality, all of which
contribute to congestion and frustration for
motorists. There is also growing awareness of the
effects of increased road congestion on carbon
emissions, and of the implications for long-term
economic growth and global climate change — an
issue which was highlighted in the publication of the
Stern Review.® The Eddington Transport Study also
emphasised the significant and growing problem

of emissions from the transport sector, which were

2 Department for Transport, Managing our Roads, Discussion Paper, DfT: July 2003.
3 Scottish Executive, Tolled Bridges Review: Phase One Report, prepared for the Minister of Transport, Edinburgh: October 2004.

* Severn Bridges Act, 1992.

® Stern, N., The Stern Review: The Economics of Climate Change, HM Treasury, October 2006.



estimated to account for around a quarter of the
UK'’s overall greenhouse gas emissions in 2004.° In
terms of business productivity and competitiveness
however, transport infrastructure also impacts
positively on the economy in a number of ways:
through improving business efficiency, supporting
clusters and agglomerations of economic activity,
improving the efficient functioning of labour markets
and opening up market access.

Following extensive consultation and stakeholder
meetings, final results of the comprehensive review
of tolled bridges in Scotland was published in 2006."
It included a detailed examination of the range of
issues relating to the management, operation and
maintenance of tolled facilities, and emphasised
the important role that bridge tolls have to play in
helping to meet the wider objectives of integrated
transport management: for example, well-designed
tolling regimes can encourage travellers to consider
the necessity and timing of their journeys, and

the alternative means and routes by which these
may be undertaken. Charging for the use of major
transport assets, however, remains unpopular, and
if the public have to pay a toll, they must be properly
informed of the rationale. The Scottish research
highlights the need to strike a balance between
ensuring the effective flow of goods and services

in support of economic activity, and asking bridge
users to pay towards the costs of maintaining this
flow through tolled facilities.

The consultations in Scotland also indicated
that, while perceptions of fairness are critical in
this context, a common approach to tolling is
inappropriate. Impacts are complex and multi-
dimensional and extend far beyond the simple
regulation or flow of traffic. Clearly, toll charges
are more likely to be perceived as acceptable

if revenues are ring-fenced for local transport
purposes, but such charges are almost always
controversial and provoke a great deal of debate.

Economic impacts of toll charges

While there have been no recent studies of the
impact of the Severn Crossing toll charges, there
have been a number of recent investigations into
the impact of tolls at river crossings in both Scotland
and England. With regard to the Skye Bridge tolls,
for example, an impact assessment conducted in
2002 concluded that although the bridge was clearly
of considerable benefit to the communities of Skye
and Lochalsh in northwest Scotland, the high level
of toll charges had substantially reduced its positive
impact on the local economy.? Similarly in 2004,

the Humber Bridge Tolls Impact Study found that,
since the bridge is the only estuarial crossing on the
Humber, toll charges are perceived as significant
barriers to the realisation of the potential of the

Hull and Humber Ports sub-region.® However, the
Humber report recommended that tolls be retained
and increased in line with inflation, whilst the Skye
report recommended a reduction or removal of the
tolls.

The Skye recommendation was upheld during the
first phase of the review of Scottish tolled bridges,
and the Skye Bridge toll was eventually abolished
in 2004. After its removal, remaining tolls on the
Forth, Tay and Erskine bridges in Scotland were the
subject of further scrutiny, and the Erskine toll was
the next to be eliminated in April 2006. Although a
further impact study commissioned by the Scottish
Government in 2007 recommended the retention
of charges on the Forth and Tay Road Bridges, the
Abolition of Bridge Tolls (Scotland) Bill was passed
overwhelmingly by the Scottish Parliament towards
the end of that year, and there are now no bridge toll
charges in Scotland.™

A second impact assessment of the tolls on the
Humber Bridge has recently been completed

and more or less reverses the earlier 2004
recommendations.’? It was conducted during the
early months of 2008 and concluded that whereas
present toll arrangements continue to constrain the
city-regional economy, toll reduction would offer a
good return to economic development investment.

® HMSO, The Eddington Transport Study, The case for action: Sir Rod Eddington’s advice to Government, December 2006.

7 Scottish Executive, Tolled Bridges Review: Phase Two Report, prepared for the Minister of Transport, Edinburgh: 2006.

® McQuaid, R. and Greig, M., An Assessment of the Economic Impact of the Skye Bridge Tolls, prepared for the Highland Council by
Employment Research Institute and Transport Research Institute, Napier University, Edinburgh: May 2002.

° Steer Davies Gleave, Humber Bridge Tolls Impact Study, final Report prepared for Humber Forum Ltd. Kingston-upon-Hull: March

2004.

1 Steer Davies Gleave, Toll Impact Study, Final Report, Edinburgh, August 2007.
11 Scottish Parliament, Abolition of Bridge Tolls (Scotland) Act, 2008, passed 20th Dec 2007; Royal Assent 24th Jan 2008.
12 Colin Buchanan and Partners Ltd., Humber Bridge Tolls Impact Assessment, Final Report, prepared for the East Riding of































































So what are the real options with respect to
removal, freezing, and real-terms reduction for
policy development? In pragmatic terms, current
legislation provides for the Westminster Department
of Transport to have the sole power of decision; and
a likely and welcome scenario might be a freezing of
tolls in nominal terms, and limited take for five more
years, post-amortisation. However, given the impact
reported by businesses that are highly dependent
on the Crossings, there are good arguments for a
smarter approach, designed to offset detrimental
impacts. This might include discounted toll rates

for regular business usage; purchase of multi-

trip toll cards; revision of the ratio of charges for
different categories of vehicles to reduce costs for
commercial traffic; and (although these would not
be welcomed by the transport sector) peak time
differentials.

It is true that some minor congestion occurs on the
route into Wales at toll booths during peak times,
and it is regrettable that measures for a more
modern and efficient means of collecting the toll
have not been considered until very recently. Latest
information from the Department of Transport,
however, indicates that legislation to permit debit
and credit card payments at the Crossings has now
been initiated, and that such payments are likely to
be accepted at the tolls later in 2010. This practical
step is designed to reduce the inconvenience felt
by businesses and other users, and has been
welcomed by stakeholders.

The findings of this report indicate how important it
is to more effectively communicate the rationale for
continuing to charge a toll to users of the Crossings.
It is now a common public perception that the cost of
maintenance is a relatively small proportion (under
5%) of the toll revenues — and this report indicates
that the cost of the charge falls disproportionately
heavily on Welsh businesses. Further, this study has
indicated, at the very least, that there is a need for
more in-depth appraisal; especially in terms of the
SMEs reporting significant effects of toll payments
on costs and competitiveness, and the sectors in
which they are concentrated.

2 |bid.

Finally, although revenues from the Seven
Crossings toll will belong by statute to the
Westminster Department of Transport and
consequently would be absorbed by the Exchequer
into income from general taxation, there is an
undoubtedly strong moral basis for such proceeds
to be shared with the Welsh Assembly Government.
Additionally, since the charges are borne entirely by
road users, there are highly persuasive arguments
in support of the view that this share should be
exclusively hypothecated to improvement of the
Welsh transport infrastructure, either directly for
road maintenance and improvement, or for the
enhancement of public transport systems in a
rational and integrated way throughout Wales, with
the aim of promoting both social and economic
objectives, minimising environmental impact and
reducing road congestion.

In her opening statement of the recent National
Assembly debate, mentioned earlier, we note that
Jane Hutt asserted

“The Welsh Assembly Government has no
responsibility for the Severn Crossings or for the
levying of tolls. The management of the bridges and
the collection of tolls are matters for the Highways
Agency, which reports to the UK Secretary of State
for Transport.?®

Yet, from the evidence and the arguments produced
in this report, it is clear that this situation must
change. The goal of co-responsibility for toll-setting
and sharing of revenues at Severn should be
pursued energetically, not only through pressure
from Assembly Members on the Welsh Assembly
Government, but also through the equally important
influence of Wales’ MPs in the Westminster
Parliament.
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Appendix 1: Invitation letter

—__ , PRIFYSGOL Ysgol Rheolaeth a Busnes | School of M:inagem:nt and Business
ESABERYSTWYTH Adaid Clodwryn | Clodurs Bulding
————— UNIVERSITY SY23 30T Uni Y P DD 3A A
Féor : (01970622251 | Tel: (Q1970) 622251
Fact: (01970) 622740 | Fax: (01970) 621740
Post-o: pxo@aberacuk | e-mal: pxm@abaracuk
betp-/fororw abar.ac uk'smba | hetp:/'vorw abarac.uk 'smda

Ref: 26 August 2009

Dear Sir/Hadam
Severn Crossings Toll Study

I am writing to invite you to participate in a study wkich is collectinc
views of businesses on the impact which the Severn Cros:sing Tolls has or
thea. We 2ave been commissioned DYy the edeZation of Small Dusinesses to
investigase the effects of these tolls on the economie: of South Wales and
the Greater Bristol Area, and we would much appreciate your involvement.

This would require completion of a short gquestionnaire completed by
telephone, and the time required should be no mores thar 15 minutes. There
are fanr rey mqwatiane which we want ta sxplare-

- The extent to vhich your business needs to use tke crossing, or
relies on customers vho have to use it to gain access %o yow

- The significance of the toll as a proportion of Lkusiness costs;

- The effects of the toll on customer willingness to use your services;

- The wider effects of the toll on competitiveness and business
performance.

There are also some brief questions regarding the nature of your busine:s
=0 3That W& Can ensure TRat OUr sample is represencacive.

I do hope that you will be willing to take part. One of our -esearch team
will dclephone you in dhe zcxtd fow days, oo confirm your willingness to
take part and to administer the questionnaire. Many thanks in advance for
your consideration,

Yours faizhfully,

Pow Misasna

Peter Midnore
Professor of Economics and Director of Research




Appendix 2: Questionnaire

The Federation of Small Businesses has commissioned a study of the effects of Severn
Bridge Crossing Tolls on the small business sector and, more generally, on the economies
of South Wales and the Greater Bristol Area. This survey is being undertaken by a research
team based at the School of Management and Business at Aberystwyth University, and my
name is David and | am working as a research assistant on the project.

We much appreciate your willingness to participate in this survey, which involves the
completion of a short telephone questionnaire that should last no more than 15 minutes.
Your responses will be treated in the strictest confidence within the research team, and the
anonymity of your organisation retained in the general reporting of the study results.

The questionnaire is designed to obtain information on four key issues:
e The extent to which your business needs to use the Crossing, or relies on customers
who have to use it to gain access to you
e The significance of the toll as a proportion of business costs
¢ The effects of the toll on customer willingness to use your services
e The wider effects of the toll on competitiveness and business performance

To begin with - a few brief questions regarding the nature of your business — as background.

Section 1: Business Profile

Qi1a. What are the characteristics of your business

a) Location: ( e.g. direction/miles
from the Severn Crossings,
proximity to M48/M4)

b) Type of business

C) No. of employees:
(approximately)

Q1b. Does your business use the Severn

Crossings directly? /
Qic. Do your (final) customers use the
Severn Crossings /

(including tourists/visitors)
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Section 2: Use of Crossings

This section requires brief answers regarding the use that your business, employees and/or
customers make of the Crossings:

Q2a. You say your business and/or customers use the Crossings — Why?

a. Delivery of business services
i. tocustomers
ii. from suppliers
ii. both
b. Transport of raw materials
i. tocustomers
ii. from suppliers
ii. both
c. Transport of finished goods
i. tocustomers
ii. from suppliers
ii. both
Visitor/tourist access
e. Necessary business meetings and
consultation
f. General marketing and networking I:l

e

g. OTHER reasons:

Q2b. How often does your business normally use the Crossings?

Infrequently

Once/month

Once/week

Twice a week or more (Monday-Friday)
Every day

®oo0oTp

Q2c. How many of your employees travel to work using the Crossings?

None
>25%
25-50%
50-75%
75%

All

~oQoTe
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Q2d. Overall, how important are the Crossings to your business?
(Read through and tick as applicable)

Don’t know

Not at all

Not very

Slightly (= a bit = low importance)
Moderately (= quite = fairly important)
Very

Extremely (= highly, couldn’t function
without)

@roo0poy

Section 3: Toll Payments

This section requires brief answers regarding the importance of the Crossings to your
business. You have said the Crossings are to some extent important to your business —

Q3a. How significant are toll payments in your overall business costs?

a. Don’t know

b. Not at all

c. Not very

d. Slightly (= a bit = low importance)

e. Moderately (= quite = fairly important)

f. Very

g. Extremely (= highly, couldn’t function
without)

Ask for voluntary information regarding:

a. Business Turnover
i. <£500,000
ii. £500,000 - £2,000,000
iii. £2,000,000 - £5,000,000
iv. >£5,000,000

b. Approximation of tolls as % of ‘ ‘
overall business costs

c. Estimation of toll ‘ ‘
expenditure/week or month in
monetary terms




Q3b. How significant are toll payments in your overall business competitiveness?

Don’t know

Not at all

Not very

Slightly (= a bit = low importance)
Moderately (= quite = fairly important)
Very

Extremely (= highly, couldn’t function
without)

@rooo0poy

If ‘not at all’, ‘not very’, ‘slightly’ or ‘moderately’ ASK: What ARE the most significant factors
determining/affecting business competitiveness?
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Section 4: Toll Impacts

This section requires brief answers regarding the types of the impacts that the Crossings
have on your business. You have said toll payments have some significance in business
competitiveness:

Q4a. What sort of an impact do they have?

Don’t know
a. Transport & Distribution

i. Reduce overall business
expenditure (e.g. through reduced
costs of alternative routes and
congestion)

ii. Increase overall business
expenditure (e.g. through addition to
direct transport costs, additional tax
etc.)

ii. both

b. Market access

i. Increase market demand (e.g. tolls
support improved access to
customers, suppliers, distributors)

i. Reduce market demand (e.g. tolls
create barrier to customers,
suppliers, distributors)to customers

c. Labour factors

i. Widen employee base for staff
recruitment

ii. Reduce pool of available labour

ii. Increase staff reliability (through
reduced congestion/travel to work
times)

iv. Reduce staff reliability (through
congestion at the tolls, increased
travel to work times)to customers

J 000 DL

L

d. OTHER impacts? Please state:




Q4b. How would you rate the overall impact of the tolls on your business?

Don’t Know

Neutral

Extremely negative
Very negative
Moderately negative
Moderately positive
Very positive
Extremely positive

T@mpooo®

Section 5: Additional question

Do you agree that business users should

pay towards the environmental costs of /NQ]/NO OPINION

their business activities, over and above
vehicle/fuel tax?

Do you have any other comments or concerns regarding the Severn Crossings and the tolls
issue?
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