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Introduction and background

Transport in Scotland differs from that in the rest of the UK due to its relative isolation from core UK and European markets and the concentration of population in the small area of the central belt. Compared to the UK as a whole, it has a physically challenging geography; larger variations in population densities and lower car ownership rates. 

Under devolution, most strategic transport functions remain as reserve items under the control of the UK Parliament. However, the Scottish Executive does have a considerable number of policies linking transport to the economy, such as freight grant schemes, new road schemes, subsidise new international air routes and improvements to commuting (see for instance, Scottish Transport Review, 2003). 

Public Finance for transport has decreased in the last 5-6 years. Total expenditure on transport within Scottish Ministers' responsibility in 1999-00 was estimated at £325 million, a third (34%) less than in the recent peak year of 1993-94. Within this, total capital and current expenditure on motorways and trunk roads in 2000/01 was 33% down on the recent peak expenditure in 1994-95 and local transport gross expenditure on new and improved roads and public transport investment fell from £201 in 1994/95 to £112 in 1999/2000. Expenditure on transport controlled by local authorities has also fallen since the mid-1990s. These figures highlight the decrease in spending by both Scottish and local government on all forms of transport infrastructure over the past 5 years. The only area to show an increase over this period is Government subsidies to transport (such as air and sea travel to remote areas). 

Direct employment in transport in Scotland was 118,000 or 5.3% of the workforce in 2000. In terms of Gross Domestic Product, transport related industries accounted for just over 7% of GDP in Scotland in 1998, a rise over the period 1996-98. Transport therefore directly accounts for a small but significant proportion of employment and GDP in Scotland.

The remainder of this paper briefly considers the links between transport and economic development and then on some key issues facing the devolved Scottish Parliament.

Links Between Transport and Economic Development

The SACTRA report (1999) emphasised that investment in transport infrastructure was most effective in stimulating economic growth where the existing level of infrastructure was poor – the economic returns to transport investment in areas with an already well-developed infrastructure would be modest. In addition it stated that transport investment could best stimulate economic growth when it was part of an integrated economic development policy (see also: OECD, 2002; McQuaid et al., 2003). It should be recognised that transport costs represent only a relatively small proportion of total logistics and other costs (McCann, 1998), so reducing them often has limited effects on the overall profitability of firms. Hence it is important to consider how transport fits in to the overall logistics process, as other transport factors such as timing, reliability and perception of cost can be as important as cost itself.

SACTRA argue that there is a link between economic growth and transport growth and that this link may be decoupled with the correct set of policies, specifically increasing monetary transport costs (through road pricing etc.) up to the point where they equalled the marginal social cost of transport (e.g. congestion and environmental degradation costs). 

The relationship between economic growth and transport is dynamic. Different types of economic development have different propensities to create traffic growth. In particular, decentralisation of economic activity into suburban areas is argued to make public transport provision less economical and creates traffic growth and congestion. Similarly the changing business environment, especially in terms of business organisation and globalisation, is likely to lead to a greater importance of logistics and global transport links (e.g. good access to hubs of delivery company networks may become an increasingly important location factor for some businesses). The outsourcing of many transport functions to third party firms and the increased demand for part-assembled components is elevating the importance of logistics businesses in determining the location of other firms, and reducing the direct effect of transport infrastructure. Additionally, technology is influencing the effect of transport, through telecommuting and improved efficiencies in logistics. Hence, a wide range of economic changes and policies are interconnected with future transport change.

Issues for a devolved Scottish Parliament

From a survey of 15 academic transport economics specialists and 23 interviews with key business organisations a number of issues for the Scottish Parliament arise (see McQuaid and Greig, 2002):

The nature of linkages between transport and the economy need to be better understood so the likely size and form of the socio-economic ‘returns’ of transport investments can be estimated.
Intra-Scotland Freight and Business Traffic Issues – there is often seen to be a competition for road space between business and commuting/school traffic. Is it easier to induce a modal shift among commuters and the ‘school run’ than to remove business traffic from the road?  Is this a sensible policy for economic, social, environmental and health reasons?

External Strategic Links - Scotland’s links with the rest of the world, particularly the main export markets in the rest of the UK and continental Europe, are crucial. Air links were seen to be important so as to ensure competitiveness of Scottish cities compared with European rivals, to export high value, low weight goods such as electronics, to create a strong image for cities and Scotland as a whole, to promote tourism (although they may also increase out-tourism) and because high value companies need to move senior staff internationally. A new policy to promote new international air links started in 2003. Rail links were similarly seen as being important for commuting and as an alternative to road and air transport. However, some of the main bottlenecks for Scottish travellers are in corridor regions in England, such as the M6 motorway in the West Midlands and the A66 to Scotch Corner. Sea links also have strategic importance to Scotland, including new, publicly supported services such as the Rosyth to Zebrugge Super Fast Ferry.

Travel-to-Work - One area that was brought up frequently in interviews was that of commuting time and the ability of employers to acquire a suitable quality of workforce due to travel-to-work difficulties. The general consensus was that although the problem in Scotland has not yet reached the level of southeast England, unless measures are taken to reduce congestion then it likely to be an issue, certainly within the next 10-20 years.

Social Inclusion - There were also a number of concerns highlighted regarding transport and social inclusion, particularly concerning transport and other barriers to unemployed people finding work.

Infrastructure Investment and Management, Accessibility and Congestion - The majority of the people consulted believed that investment in, and the management of, transport infrastructure in Scotland was lagging behind the levels needed to sustain an acceptable level of movement and economic growth. While it was noted that the per capita transport investment lagged behind that of the rest of the UK and even further behind the EU average. However, due to different densities of population etc., that it is too simple to expect an exact correspondence of investment across regions and work on systematic  ‘standardising’ transport expenditure may be useful. 

Concern was expressed by a number of businesses and motoring representative groups that investment in public transport was crucial to take commuting traffic off the roads and thereby freeing up space for business traffic. However, this space might be filled by previously ‘repressed’ traffic unless there were other road management measures put in place (e.g. the Central Scotland Transport Corridor Studies). This is a similar argument to the view that new roads ‘generate’ additional traffic, so negating much of their effect on increasing capacity. It was also argued, however, that commuting traffic was vital to the economy, an individual travelling to work is effectively business traffic, and may influence their productivity (and the ability of employers to attract suitable staff) even though they travel in their own time (this is at variance with the usual valuation of time in many appraisal models). Therefore it may be less clear that commuting is of little importance in economic terms although work-time travel is a direct cost to business. However, of the two types of traffic – business-to-business or travel-to-work – the overwhelming opinion was that commuting patterns would be easier to change.

Financing and Strategy - Almost every interviewee argued that there is a need to commit more public expenditure to transport infrastructure, although there is little consensus concerning choices between support for different modes and with other Executive responsibilities.

Land Use and Planning - The principal issue concerning land use and planning appears to be a demand from businesses to locate in decentralised out-of-town developments, away from residential areas, partly to avoid congestion and high property costs. However, this decentralisation leads to increased car use, which in turn creates its own congestion problem (which is seen in an extreme form in many parts of the USA, where suburban and edge-city congestion has become significant).

Ownership and Regulation - An important issue that has been the subject of relatively little research is the ownership of transport infrastructure and operations in Scotland. There has been considerable change over the last 20 years, with successive privatisation and deregulation of bus, rail and air transport. Particular concerns are: deregulation of bus services has not been totally successful; the present regulatory system is fragmented; there may be a problem with the ownership and level of ‘monopoly’ power in most transport modes. A fundamental problem in a relatively small country is the issue of monopoly provision of transport infrastructure and services. Standard theory suggests the need to carefully investigate the potential effects of high levels of monopoly power on services, prices and efficiency (e.g. the main rail company and long distance bus company being in linked ownership; or the three main airports all being owned by the same firm; the ferries in many areas are in single public ownership). Policy issues focus around forms of regulation, ways of increasing competition where appropriate, and where should regulation power best be situated within the UK framework. As the process and experience of devolution develops, such issues are likely to become more important.
Peripherality and Rural Areas - Many of the issues already discussed apply to rural areas and areas peripheral to the centres of economic activity in Scotland. However, it is useful to isolate a few key issues that apply specifically to these areas such as: the overall cost of using transport in rural areas is greater than in other areas and infrequent rail and ferry services are a cost to business; the poor quality road network in northern and western Scotland; and infrequent and expensive air transport to the Highlands and Islands.

The Environment - Many of the issues raised concerning transport and the environment, such as: ‘decoupling’ the links between traffic and economic growth; the need to reduce traffic congestion; encouraging modal shift away from road transport; cutting down on unnecessary journeys through planning policy; the link between global environmental changes (e.g. global warming and the potential higher transport costs, possibly higher rainfall, rising sea levels and higher winds) and the implications for Scottish transport and the economy (as well as wider influences of course).

Policy Implementation - A number of interviewees expressed concern that the way in which policy was implemented was as important as the policy content. There were a number of constraints that were seen to be holding back the implementation of transport policy, in particular communication between transport and other planners, and between different local authorities.

Transport Appraisal - How do we Measure the Benefits? In addition to environmental and other costs and benefits, consideration needs to be given to guidance for government decisions on how best to distribute any given level of public support between capital projects and revenue support. Analysis is required to consider whether the effect of EU state-aid rules, UK rules and definitions of public borrowing (including very limited borrowing powers of Scottish Parliament) could create excessive tensions and sub-optimal value in public private partnerships and in the regulatory/competitive framework.

Conclusion

Although, overall, the similarities of links between transport and the economy across different parts of the UK may outweigh the differences, there are important strategic aspects that need to be dealt with by a devolved Parliament.
The main conclusion is that in many cases we know surprising little about the real links between transport and economic development, and much policy is supported by anecdote, ignoring displacement, and expectations of links rather than firm evidence. Hence it is extremely difficult to properly compare schemes and to judge the opportunity cost of investments.

The evidence suggests that transport is a necessary but not sufficient condition for influencing business location, especially in developed countries where transport infrastructure is generally ubiquitous and other factors such as access to markets and skilled labour tend to be more significant. However, when combined with other measures and integrated into part of a business development or regeneration programme, transport can help to influence location.
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