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	LTUC is the official watchdog body for transport users in and around London.
The Committee’s role is to:

· Investigate suggestions and complaints from users who are dissatisfied with the response received from the service provider

· Conduct independent research into issues affecting transport users

· Maintain a regular dialogue with transport operators on all aspects of their services affecting users

· Assess the likely impact, and make recommendations, if the closure of any railway line or a station is proposed.


	Services within LTUC’s remit  include the Underground, the National Rail network, London’s buses, Docklands Light Railway, Croydon Tramlink, taxis and users of   Transport for London’s Road Network, including pedestrians and cyclists. 

	To find out more about us visit our website www.ltuc.org.uk





Fare deals for London?   

The pricing of rail travel in the capital

	Foreword 

by Suzanne May

Chair of the London Transport Users Committee
London has two rail “families”.  One includes the Underground and the Docklands Light Railway.  The other, branded as “National Rail”, is run by a host of individual train companies.  

The first is part of Transport for London, which in turn is accountable to the Greater London Authority, headed by the Mayor.  The second operates under franchises issued by the Strategic Rail Authority, appointed and funded by the Government.

Both systems perform essentially the same tasks.  Each is a vital part of the network of transport services which provide the lifeblood of the city.  Most passengers have no choice of which they use, and probably draw little or no distinction between them.

But because of their separate histories, organisation and political accountability, the two systems have different ticketing arrangements, and different fares policies.  What you pay for any particular trip can depend as much or more on whose train you use as on how far you travel.  

The situation is riddled with anomalies, which my Committee is keen to see exposed.  But oddly, there is very little published information about the nature and extent of these.   Understanding them more fully is a vital first step towards achieving a common fares policy for London, which has long been our ambition.

So we commissioned an independent transport consultant and analyst (Graham James) to investigate the situation.  By taking a sample of journeys for which the fares are set by each operator, and a selection of the more frequently used ticket types, he has been able graphically to illustrate the extraordinary variations which exist in the cost of rail travel within London, and to demonstrate how far fares now depart from the simple distance-based model of pricing which the railways once applied.

If there is logic to the situation this study has revealed, we find it hard to detect.  If there are advocates for the retention of the status quo, we would be pleased to hear from them, because we are genuinely curious to know what arguments they would use.  But equally, we are keen to gauge the level of demand for change.  Like all LTUC reports, the purpose of this paper is to shed light on an issue, to foster informed debate, and to invite serious comment.  So please let us have your views, and your suggestions on how best the matter can be taken forward. 
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Comments on this report will be warmly welcomed.

Please send them to 

John Cartledge

Deputy Director 

London Transport Users Committee

6 Middle Street

London EC1A 7JA

1
Introduction

1.1
Once upon a time, many years ago, the pricing of rail travel was comparatively straightforward.  In essence, fares were arrived at by multiplying the length of the journey (in distance, not time) by a standard amount per mile.  Of course, there were surcharges for superior classes of accommodation, and reductions for children.  And the rate per mile might be “tapered” for long journeys, or for return trips, to promote use of the services and to reflect the fact that some costs – such as ticket selling, and upkeep of stations – are independent of the distance travelled.  But generally speaking, the further one journeyed, the more it would cost.

1.2
That assumption still underlies most people’s expectations about the price of tickets.  But the reality today is much more complex.  Fares can vary greatly by the time of day at which, and/or the day of the week on which, the trip is made.  For those whose journey is the same every day, season tickets offer substantial savings.  Some categories of passenger can purchase Railcards which offer reduced-rate travel in return for restrictions on when they are used.  Group travel may also attract discounts.  And the advent of zonally-based Travelcards in London has further weakened the link between price and distance, since the number of zones traversed in the course of a trip may depend as much on the direction of travel as the length of the journey.

1.3
Railway managers will doubtless claim that this complexity is a price well worth paying (by the passengers!) to maximise economic efficiency.  Different categories of traveller have different “elasticities of demand” – an economist’s way of saying that they differ in the values they place on their journeys, and thus on the price they are prepared to pay for them.  And there are differences in the marginal cost of carrying them, depending on whether there is spare capacity at the times their journeys are made.  By targeting the price charged at each category individually, the railway operator is able to maximise the revenue extracted, and optimise the use made of the network.  If the railways were a wholly commercial enterprise, funded purely from the farebox, this alone would govern what they charge.

1.4
But the railways have long been seen to serve a wider social purpose.  The benefits of an effective and efficient public transport system extend far beyond its immediate users.  The railways are a vital part of the nation’s (and especially the capital’s) economic infrastructure.  They help to reduce road congestion, promote energy efficiency, increase transport safety, mitigate environmental pollution, and combat social exclusion.  They are a public good, from which everyone gains – and to which everyone contributes, through taxation, in recognition of this fact.

1.5
So it is right that the railways are still heavily regulated, in the public interest.  Fares regulation is a natural component of this process.  The government first intervened in the setting of fares when Gladstone was prime minister, and the tradition continues to this day.  Although the National Rail system is now, once again, owned and operated almost entirely in the private sector, the price of rail travel continues to be a political issue (much more than, say, the cost of cars or air tickets).  Ministers still regard it as appropriate to involve themselves in the setting of fares on the main line railways.  And in London, the Underground and Docklands Light Railway (DLR) enjoy an even higher level of political supervision, since both are subsidiaries of Transport for London (TfL) which in turn is accountable to the Greater London Authority headed by the Mayor.

1.6
For most Londoners, most of the time, the role of the Underground/DLR and the National Rail companies is indistinguishable.  Both have largely radial networks whose primary function is that of moving commuters between the city centre and the suburbs.  Both serve important subsidiary markets, e.g. for education and leisure trips, and for some journeys made in the course of work.  The Underground plays a vital part in distributing passengers within the central area, and both systems feed longer-distance routes connecting London with areas beyond.  For most journeys, there is little or no real choice of operator or route, and which network serves any particular corridor is largely a matter of historical (and sometimes geological) chance.  

1.7
Accidental differences in ownership and accountability are – or ought to be – of no consequence to their users.  London Transport Users Committee (LTUC) is firmly committed to promoting coherent and consistent policies for the capital’s railways as a whole, with common standards of availability, convenience, amenity, safety, accessibility and affordability.  We see no compelling reason why the price of rail travel in London should not be fixed on a single scale, with a common fares strategy and ticketing system on all routes (as is already the case for London’s buses).  It is absurd and unreasonable, in our view, for passengers to be denied the opportunity to use the Oystercard’s pre-pay facility, if this would meet their needs best, merely because their local service is provided by a National Rail operator.  And equally, there is no reason why Railcard holders should not be able to enjoy the savings these offer simply because the train they are using is running on the Underground.

1.8
We are encouraged to know that we are not alone in this view.  In its submission to the Government’s recent rail policy review, TfL has argued strongly that one of the advantages of bringing the local services of National Rail within the remit of a regional rail authority would be that it could then “set fares such that they are harmonised with other services in London and offer integrated ticketing.”

1.9
Enticing though this vision is, we are well aware that achieving it will not be easy, or cost-free.  Not only do Underground/DLR fares differ from those charged on National Rail, but there are also wide discrepancies between individual train operating companies.  In any process of harmonisation, there would be winners and losers, amongst both passengers and operators.  The winners are unlikely to complain, but the losers (at least amongst the operators) would no doubt demand to be compensated from the public purse.  The complexity of the present arrangements is such that it has been difficult, if not impossible, to say for certain who the occupants of each camp would be.  The purpose of this study is to seek answers to that question.

2
Who sets what fares?

2.1
London’s system of rail fares is complex, and a full description is beyond the scope of this report.  However, it is important to understand the main fares available and the way in which their prices are set.   This section of the report therefore summarises the main ticket types, and the administrative structures behind them, for journeys within Greater London. 

2.2 Child fares, First Class, and Railcards and other discounts (e.g. for group travel) are particularly complex, and are not discussed here.  Nor are fares relating to stations north of Moor Park on the Underground, which are outside both Greater London and the mainstream Travelcard zones, and to which special arrangements apply.

2.3
Underground fares
2.3.1 Fares for journeys on London Underground (LUL) and the Docklands Light Railway (DLR) are set by the Mayor of London, as part of Transport for London’s (TfL’s) range of services.  These fares operate on a zonal basis, using the six concentric zones that are familiar from the Underground and London Connections maps.  The DLR counts as part of the Underground for basic ticketing purposes, and references to the Underground (i.e. the system) or to LUL (its operating company) in the remainder of this report should be taken as including DLR unless otherwise stated.

2.3.2
Broadly, the more zones that a passenger travels to, from or through, the more the ticket costs.  For any given number of zones, tickets involving the central zone 1 generally cost more than those which do not.  A few short journeys across zonal boundaries have specific point-to-point fares which are cheaper than the zonally-based rate which would otherwise apply. 

2.3.3 Return fares are twice the price of singles.  All fares are day fares (i.e. are only valid on the day of issue).  Passengers using Oyster Pre-Pay have cheaper fares at all times and particularly off-peak.  Otherwise, there is no specific distinction between peak and off-peak fares on the Underground.  However, some off-peak return fares are undercut by Off-Peak Day Travelcards (see below).

2.3.4 For season tickets, passengers must use an appropriate Travelcard (see below).  As with single and return fares, however, for a few short journeys across zonal boundaries there are cheaper season tickets available, valid between two specified stations only.

2.4
National Rail fares

2.4.1
National Rail (NR) fares are set by the individual train operating companies (TOCs).  Each TOC is responsible for (“owns”) a portfolio of fares.  In theory, these portfolios correspond to the journeys for which that TOC is the main provider and is therefore closest to the market.  In practice, however, there is a complex pattern of ownership, carried forward from the days of British Rail.  For example, WAGN Railway owns virtually all the fares for journeys starting or finishing on its own network – even if the WAGN leg of the journey is relatively short.  Conversely, the fares for local journeys on Thameslink in south London, such as from St Helier to West Sutton, are owned not by Thameslink but by SouthCentral.

2.4.2 The key fares for local journeys within Greater London are :

· Standard Day Single (SDS) or Return (SDR) : for travel at any time on the day of issue.

· Cheap Day Single (CDS) or Return (CDR) : for travel after the morning peak Monday to Friday, and at any time on Saturdays, Sundays or Bank Holidays. Valid on the day of issue only.

· Season tickets.  Valid all day, every day throughout their duration.  The basic season ticket is a weekly, valid for any seven consecutive days.  Monthly and annual tickets (and indeed for any period between a month and a year) are also available, with prices generated by multiplying the weekly rate by a set factor which tapers as the duration of the ticket increases.

2.4.3 For fares purposes, stations are grouped into clusters, each cluster being named after one of its stations, and most fares are set from cluster to cluster.  However, the ticket is still issued to and from the specific stations required (“point-to-point”).

EXAMPLE : 

The Finsbury Park cluster includes Finsbury Park, Harringay, Hornsey and certain other stations. The Purley cluster includes Purley, Riddlesdown, Upper Warlingham and others. Fares from any station in the Finsbury Park cluster to any station in the Purley cluster will be identical.

2.4.4 Short journeys (e.g. those along a particular line-of-route) are usually priced on an individual station-to-station basis (known as “local fares”), rather than cluster-to-cluster. Unlike Underground fares, the same journey in the opposite direction may have a different fare (but is usually identical).  Some journeys have two or more sets of fares available, corresponding to different routeing options.


Cross-London transfer on a National Rail journey

2.4.5
Some fares between two National Rail stations allow the passenger to cross central London by Underground, interchanging between National Rail and the Underground at the London termini or at one of the designated suburban interchanges (such as Seven Sisters).  Use of the Underground on these tickets is not charged directly to the passenger, nor does LUL charge the TOCs directly for these tickets.  Instead, the TOCs (through the Association of Train Operating Companies (ATOC)) pay it an annual lump sum for this privilege.  In effect, the TOC setting this type of fare can ignore the Underground leg, and changes in Underground fares will not flow through directly into changes in the fares for these journeys.  They should therefore be regarded as National Rail fares, rather than as jointly-set fares, when considering the responsibility for their pricing.

Regulation of National Rail fares

2.4.6
TOCs do not have complete freedom to set the fares they own.  Since privatisation, the Strategic Rail Authority (SRA) and its predecessor OPRAF have regulated the price of seasons and Standard Day Returns within London. The system of regulation was restructured from January 2004.

2.4.7 Each TOC has a ‘basket’ containing the seasons (including Travelcard seasons) and SDRs from which it is entitled to a share of the revenue – not just those which it owns. The fares in the basket are weighted according to the revenue they generate. The overall price of the basket is capped to 1% above inflation as measured by the retail price index (RPI+1% per year), based on the February 2003 fare levels.  Individual fares may not rise by more than RPI+6% in any one year.  A TOC must set its fares so as to keep the basket within these limits, but is otherwise free to decide the level of each fare that it owns. Cheap Day Singles and Returns are unregulated, giving TOCs complete freedom in setting these (and they are not obliged to offer them at all, though in practice all do so). 

2.4.8
Before January 2004, the system had some important differences. Some TOCs had two baskets, corresponding to particular groups of services. The cap was set initially at RPI and later at RPI‑1%, per year, and individual fares were capped at 2% per year above the overall cap. There was also a mechanism for linking London’s commuter fares to punctuality : the Fares Incentive Adjustment Payment system (FIAP).  Under FIAP, the basic cap was varied by up to 2% higher or lower for each basket, according to a formula which was intended to reward TOCs with good punctuality records and penalise others.  But its effects proved capricious in practice and its abolition has been generally welcomed. 

2.5
National Rail to LUL or LUL to National Rail

2.5.1
Passengers can buy tickets from National Rail stations through to all Underground stations – i.e. for journeys that start on National Rail but finish with an Underground trip (such as East Croydon to Arnos Grove).  The tickets are usually issued to the Underground zone(s) required, rather than to specific stations (for example, to ‘Zone U1234’ representing an Underground leg covering zones 1 to 4).  Many such through fares are programmed into the ticketing systems, but others which are less frequently sold have to be individually generated by ticket clerks using a procedure set out in their manuals.  In both cases, the fare is the sum of (a) the National Rail fare to the interchange station and (b) the Underground zonal fare for the onward leg.  In effect, these fares are jointly-set, since they are created from legs with two different owners, and a change in the price of one leg feeds through directly into a change in the price of the through fare.  Administratively, the fare is “owned” by the TOC which is responsible for the NR leg.

2.5.2
Through single and return tickets are also available for some journeys starting on the Underground and finishing on National Rail (such as Arnos Grove to East Croydon).  Again, these can be regarded as jointly-owned.  But the situation is complicated by the fact that LUL’s ticket machines are only pre-programmed to issue through fares to a limited range of National Rail destinations, which varies from one station to another.  And LUL’s machines do not take full account of the cheaper off-peak National Rail fares, other discounts, and some local pricing factors. This means that in many cases the passenger must buy two separate tickets (one at the start of each leg), and in others a through ticket is available only at a greater cost than that of two separate ones.   Season tickets are available from any Underground to any National Rail station, but may have to be ordered in advance if the “rate” (i.e. price) is not already held at the station of issue.
2.6
Interavailable sections

Some routes are regarded as both National Rail and Underground for ticketing purposes, with NR tickets being valid on Underground trains and vice versa.  The full list of these “interavailable” routes is given in TfL’s Conditions of Carriage and in the National [Rail] Fares Manual.  It includes lines where NR and the Underground operate on the same tracks (e.g. Richmond to Gunnersbury) as well as some parallel routes (e.g. King’s Cross to Finsbury Park).

2.7
Travelcard

2.7.1
London’s Travelcard system gives passengers the freedom to use virtually all public transport within the zones they have selected. A variety of zonal options, and different periods of validity, combine to produce a wide range of tickets. The key tickets for the purposes of this study are:

· Peak Day Travelcards : valid all day Monday to Friday, in the zones chosen.

· Off-Peak Day Travelcards : cheaper than the Peak versions, valid after the morning peak Monday to Friday, and all day Saturday, Sunday and Bank Holidays, in the zones chosen.

· Season Travelcards : Valid all day, every day throughout their duration in the zones chosen.  As with point-to-point seasons, the basic rate is for a weekly ticket, but this can be multiplied to give the price for a monthly ticket or any longer period up to a year.

2.7.2
Although all Travelcards are valid for multi-modal and/or multiple trips, a Travelcard may be the cheapest way of undertaking just a simple out-and-back journey on a single mode.  For example, some Underground return fares are higher than the corresponding Off-Peak Day Travelcard.  LUL’s ticket machines are programmed to take account of this, and if such a return ticket is requested at a time when the Travelcard is valid, the Travelcard price is charged and the Travelcard is sold instead of the return ticket.

2.7.3
Travelcard fares are set by agreement between Transport for London and the TOCs (who act through ATOC), though in practice TfL - as the majority partner - has the deciding say.  As with Underground fares, Travelcards valid in central zone 1 are more expensive than those which are not, for any given number of zones.

2.7.4
There is also a One Day LT Card, in a Peak all-zones version only. This is similar to a Travelcard, but it is not valid on National Rail services (except for the interavailable routes).

3
Issues and problems

3.1
London’s rail fares are set by a variety of bodies, and are influenced not just by commercial strategies but also by regulation and by the role of Travelcard.  It is widely argued that, as a result, their pattern has come to feature an increasing level of discrepancies between the various parts of the system.  The criticisms include :

· Journeys that are most conveniently made multi-modally (e.g. National Rail then Underground) often cost more than similar journeys using just one mode.  

· Before the Mayor of London (through TfL) took control of LUL, Underground fares - then effectively set by the Department for Transport - were rising but National Rail fares (regulated by the Strategic Rail Authority) were falling in real terms.  This put the two systems on diverging trends.  And with the need to maintain regulated fare baskets below capping levels, the rising Travelcard fares (which count towards the baskets) meant that the TOCs had to cut other regulated fares still further to compensate.

· FIAP led to National Rail fares rising in some areas and falling in others, relative to London as a whole.  And individual TOCs’ commercial strategies had a similar effect.  For example, some raised Cheap Day Return fares while others reduced them – in both cases with the object of improving revenue.

· The disparity between single/return fares on the Underground and the cost of similar local journeys by National Rail is perceived as unfair, and as distorting the overall allocation of resources between one part of London and another. 

3.2
However, no comprehensive study of the extent of these discrepancies, or of their direction (i.e. who are the winners and who are the losers) has previously been published.

3.3
Furthermore, TfL (supported by LTUC) aspires to integrate London’s fares into a common multi-modal system.  In particular, this would require rail fares to be levelled-out.  By exploring the extent of inter-operator disparities, this study provides an insight to the extent of the gaps to be bridged.

4
The methodology of this study

4.1
This study examines the cost of rail journeys within Greater London, taking account of the distance travelled, with the aim of identifying the extent and direction of any differences in fare levels between operators.

4.2
Importantly, the way London’s fares are “owned” means that any differences in fare levels arising from different operators’ policies, or from differing cap levels between baskets, will be reflected primarily in differences between the operators’ own portfolios – which do not necessarily coincide with the stations they serve or even the routes on which they operate.  This study therefore specifically analyses the fares according to their ownership – i.e. the operator responsible for setting them.

4.3
The study takes a sample of more than 1300 different rail journeys within Greater London, representing around 100 fares set by each of the commuter TOCs, 100 set by LUL, and 100 which are jointly-set (i.e. those starting on the Underground and finishing on National Rail, or vice versa).  Virtually all stations in London are represented.  The sample was designed to cover a spread of distances, from very local trips through to cross-London journeys between the outer suburbs.  It was also designed to ensure that all owners received good coverage, so as to show up any differences in fare levels between the operators.  For this reason, the data are not weighted to reflect the frequency with which the fares in the sample are sold, and therefore do not give a true “London average” fare level.  But the average of the sample is valid for use as a benchmark when comparing individual operators with the set. 

4.4
The survey concentrated on fares for three types of journey, which together represent the vast majority of rail trips in London :

· A ‘peak return’ journey, between Monday and Friday, with the outward leg in the morning rush hour and the return leg the same day.  This represents a typical journey undertaken by people with morning business, hospital or other appointments.  This journey also represents people who commute several days a week but not often enough to justify a season ticket.

· An ‘off-peak return’ journey, with the outward leg taking place after the morning rush hour, or any time at weekends, and the return leg the same day.  This represents a typical journey for days out, for people with lunchtime or afternoon appointments, for social visits, or for trips to evening entertainment.

· A weekly season ticket.  This represents the very large number of regular commuter journeys.  Monthly and annual seasons are priced as multiples of the weekly rate, so the results for the weekly also apply to holders of these longer-period tickets.  The multiplying factor is set at a reducing rate, so a monthly season costs less pro-rata to a daily ticket than a weekly season, and an annual ticket is cheaper pro-rata than a monthly.  But all operators use the same multipliers, so the relationship between price and distance for any particular journey remains constant.

4.5
For each of the 1300 journeys in the sample, the appropriate fare for each of these three trips was found (at the rates in force in January 2004). This included the use of Travelcards where these were cheaper or where there was no specific fare published.  Although some passengers can obtain discounts on certain journeys by using Railcards, New Deal and other photocards, or Oyster Pre-Pay, the basic fares are likely to represent what the majority of passengers pay (other than the holders of Freedom Cards, who enjoy free off-peak travel).

4.6
The TOCs are identified by the names they used, and the franchises they held, at the time these fares came into force.  Subsequently, SouthCentral has rebranded itself as Southern, and Thames Trains has become First Great Western Link.   WAGN Railway now operates only part of its former network, the remainder – together with First Great Eastern – having been incorporated into the new “one” franchise.

5
Results : inter-operator comparisons

5.1
The graphs on the following pages show the spread of fares, compared to distance, for each fare-owner.  “All TOCs” represents the average of all the TOC-owned fares in the survey.  It does not necessarily represent an "average" London fare, since the range of journeys was specifically chosen to cover all operators and all distances comprehensively, rather than as a statistically representative sample.  However, it is a useful benchmark against which to compare the range of each operator’s fares.

5.2 Summary of all fares

5.2.1
Figure 1 (opposite) summarises the fares for all of the journeys sampled, making no distinction between the owners.  On this and all subsequent charts, peak return fares are shown in blue, off-peak returns in red and weekly fares in green.   As expected, fares increase with distance, although for all three ticket types many fares are the same across a wide range of distances – or, put another way, different journeys of the same length have very different fares.  For example, a weekly season ticket costing £24 may be required for a journey of less than five miles or more than twenty two.  A peak return fare of £4 may cover a journey of anything between one and twelve miles.  On average, peak returns cost nearly twice as much as off-peak returns, with weekly season tickets costing about four times as much as peak returns.  But there are extreme cases in which the cost of one peak return trip of a given length is higher than the cost of a weekly season ticket between two other stations a greater distance apart.  How anomalies of this magnitude have arisen may be explicable, given the complex recent history of London’s fare-setting arrangements, but their continuance seems hard to justify by any normal criteria of fairness. 

Figure 1 : Summary of all fares
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5.3
Peak and off-peak returns

5.3.1
Figure 2 (overleaf) shows the peak and off-peak return fares owned by each TOC and by London Underground, plotted against the distances involved.  The trendlines (solid lines) are benchmarked against the trendline for all TOCs (dotted lines).

5.3.2
A broad relationship between fare and distance is apparent, because in each case the trendlines are rising.  However, this varies from a very clear relationship between the two (as displayed by South Eastern Trains fares, where most of the fares are close to the trendline) to only the broadest relationship (as displayed by Thameslink fares, for example, where they are much more widely scattered about it).  In all cases, it is possible to pay substantially more for one journey than for another journey that is (say) five miles longer.  In some cases a journey that is fifteen miles longer could still have a lower fare.

5.3.3
The other key feature is the ‘banding’ of many fares at the same level.  This is partly due to many journeys having identical point-to-point fares, because of clustering (and sometimes the same fare being applied to more than one cluster).  However, it is also due to a Travelcard often being the cheapest fare for a particular journey.  (The role of Travelcards is discussed in detail later in this report.)  Again, the amount of banding varies between operators.  On the Underground’s graph, the effect of the zonal fares system is particularly apparent.  WAGN is another operator with extensive banding, but by contrast, South Eastern has relatively little – i.e. its fares are much more finely graduated according to distance.

5.3.4
The differences between peak and off-peak fares are broadly consistent, with off-peak fares being about half the price of peak fares overall – although the price difference may vary among individual journeys.  Operators with peak fares above the benchmark usually have off-peak fares above the benchmark too, and vice versa, but there are two key exceptions. Thameslink-owned peak fares are (on average) below the benchmark, particularly over longer distances, whereas its off-peak fares average-out above or at the benchmark.  Underground fares are very different from the TOC-owned fares, with peak fares well below the all-TOCs benchmark but off-peak fares well above, making the gap between the two fares relatively small.  This reflects the fact that Underground fares are the same in the peaks and off-peak, except for journeys where off-peak Travelcards are cheaper than returns – this is apparent in the graph, where many peak and off-peak points are the same (the two symbols on top of each other appearing as diamonds).

5.3.5
Comparing the fare levels of each operator, the majority have trendlines close to the benchmark, with little to distinguish them.  However, a few operators have distinct patterns:

· As already discussed (paragraph 5.3.4), Underground fares have a unique profile.

· South West Trains’ longer-distance fares are substantially below the benchmark, reflecting the fact that almost all SWT fares are priced below the Travelcard level.  Also, many SWT-owned fares are for orbital journeys in south London, often interchanging at Clapham Junction rather than a London terminus; these sometimes have “not London” fares which do not permit travel via a central London terminus and tend to be cheaper than those which do.  Similar fares are less widely offered by other TOCs, and SWT fares to or via the termini do not necessarily follow to the same pattern.  

c2c, First Great Eastern, Chiltern and WAGN Railway have fares slightly above the benchmark for either peak or off-peak journeys, or for both.  The vast majority of journeys owned by these TOCs are priced at the Travelcard level (i.e. the point-to-point fare is undercut by, or equals, the relevant Travelcard), unlike the other TOCs where the picture is more mixed.

· Thameslink’s peak fares tend to be below the benchmark but its shorter off-peak fares are above it.  It is worth noting that many Thameslink fares are for cross-London journeys to or from stations on the North London or Gospel Oak to Barking lines (though it does not directly serve these stations itself), where the clustering system (see paragraph 2.4.3 above) has the quirk of making many fares identical for stations along these lines.  This helps to explain the particularly wide spread of peak fares (i.e. one fare level relates to numerous journeys), although this pattern is less apparent in off-peak fares, which are dominated by Travelcard.

· Overall, while there are notable differences between operators, there appears to be as much variability within the range of fares set by each as there is between them.  This points to a degree of randomness in the overall level of fares, i.e. that while some passengers pay much more per mile for the journeys they make than others, it is hard to point to any specific group (such as those whose fares are set by a particular operator, or who make journeys of a particular length) who are consistent winners or losers.  There is prima facie evidence of inequity, but its distribution is not systematic. 

	Figure 2 : 

Peak and off-peak returns
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5.3.7
Figure 3  (opposite and overleaf) shows these fares in terms of the rate per mile for each journey.  Because the data behind these graphs are the same as in Figure 2, the differences between operators remain the same – for example, Thameslink and the Underground have a relatively small gap between their peak and off-peak fares.  What is particularly striking is the “taper” effect, i.e. the better value of longer journeys compared to the shorter ones.  This is partly because of the system of concentric zones used in pricing Travelcards (and most other Underground fares), which mean that journeys across and beyond central London cost no more than journeys into central London.  But the many point-to-point fares also show cheaper rates per mile for longer journeys.  Journeys below about five miles are particularly expensive for the distance involved.  (A very few short – and therefore expensive - journeys have points beyond the top of the graph, and have been omitted for clarity.)

5.3.8
The shortest journeys also show the widest differences in fares between journeys of a similar length (e.g. on SouthCentral).  The longest journeys (from about 22 miles upwards), by contrast, sometimes offer the most consistent fares – particularly on those owners whose long-distance fares use (or are undercut by) the all-zones Travelcard (e.g. Thames Trains off-peak).

	Figure 3 : 

Fare per mile for peak and off-peak returns
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5.4
Seasons

5.4.1
Figure 4 (overleaf) shows the weekly season fares, again benchmarked against the trendline for all TOCs.

5.4.2
As with the return fares, there is a broad relationship between price and distance, but there is as much variation amongst the fares for each operator as there is variation between operators.  WAGN Railway and Thames Trains show the strongest relationship with distance, and Silverlink and Thameslink the weakest (probably because they own many orbital and cross-London fares involving lines which run parallel to Travelcard zone boundaries).  However, there is little to choose between the operators in this respect.  As with return fares, and for the same reasons, many fares are “banded”.

5.4.3
In general, the operators with the cheaper return fares tend to have cheaper seasons, and vice versa.  Thus South West Trains and Silverlink are noticeably cheaper than the benchmark, and WAGN Railway noticeably more expensive – although any individual fare could still be well above or below the benchmark in each case.  However, Thameslink, which has relatively cheap peak returns but relatively expensive off-peak returns, has broadly average seasons.  The Underground, which has a similar pattern in its return fares, has noticeably expensive seasons – but this is unsurprising as its seasons are almost all Travelcards rather than point-to-point, and therefore offer a much wider range of travel opportunities. 

	Figure 4 : 

Weekly seasons
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5.4.4
Figure 5 (opposite and overleaf) shows the season tickets in terms of the fare per mile.  As with the daily tickets, a few extremely high rates (for very short journeys) have been omitted for clarity.  Again, the conspicuous flattening of the curves shows that tickets become better value over longer distances.

	Figure 5: 

Fare per mile for weekly seasons
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5.5
Jointly-set fares

5.5.1
Figure 6 (overleaf) shows the jointly-set fares, benchmarked against both the all-TOCs trendline and the LUL trendline, but otherwise in a similar format to the previous graphs. Because of the extra trendlines, the peak and off-peak fares have been shown on separate graphs for clarity.

5.5.2
Jointly-set fares combine a National Rail leg and an Underground leg, so logically they might be expected to have prices somewhere between those of the two systems.  In fact, Figure 6 shows the position to be more complex. 

5.5.3
Jointly-set peak returns (Figure 6a), most of which are Travelcards, are more expensive overall than National Rail fares, which in turn are more expensive than Underground fares.  However, there is (as usual) a degree of variation in the individual fares.

5.5.4
For off-peak returns (Figure 6b), where LUL fares are higher than National Rail fares, the jointly-set fares straddle both of these trendlines.  Virtually all off-peak joint fares are Travelcards, as are many of the off-peak LUL- or NR-only fares, so it is not surprising that there is little difference between the three categories.  Interestingly, the joint fares display less variation with distance than either the LUL or NR fares.

5.5.5
Jointly-set season tickets (Figure 6c) are also virtually all Travelcards, so it is not surprising that these have a similar trendline to LUL seasons (which are all Travelcards).  However, as with the individual operators, there is a wide degree of spread in the fares, with some orbital journeys being particularly cheap.

Figure 6 : Jointly-owned fares

	[image: image48.emf](a) Jointly-owned fares:

Peak returns

0

1

2

3

4

5

6

7

8

9

10

11

0 5 10 15 20 25 30

Distance (miles)

Fare (£)

  Peak returns

  Peak returns trendline

  (All TOCs - peak returns)

  (LUL - peak returns)


	[image: image49.emf](d) Jointly-owned fares:

Peak returns - rate per mile 

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

0 5 10 15 20 25 30

Distance (miles)

£ per mile

  Peak returns

  Peak returns trendline

  (All TOCs - peak returns)

  (LUL - peak returns)



	[image: image50.emf](b) Jointly-owned fares:

Off-peak returns 

0

1

2

3

4

5

6

7

8

9

10

11

0 5 10 15 20 25 30

Distance (miles)

Fare (£)

  Off-peak returns

  Off-peak returns trendline

  (All TOCs - off-peak returns)

  (LUL - off-peak returns)


	[image: image51.emf](e) Jointly-owned fares:

Off-peak returns - rate per mile 

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

0 5 10 15 20 25 30

Distance (miles)

£ per mile

  Off-peak returns

  Off-peak returns trendline

  (All TOCs - off peak returns)

  (LUL - off-peak returns)



	[image: image52.emf](c) Jointly-owned fares:

Weekly seasons 

0

5

10

15

20

25

30

35

40

0 5 10 15 20 25 30

Distance (miles)

Fare (£)

  Weekly seasons

  Weekly seasons trendline

  (All TOCs - weekly seasons)

  (LUL - weekly seasons)


	[image: image53.emf](f) Jointly-owned fares:

Weekly seasons - rate per mile 

0.00

1.00

2.00

3.00

4.00

5.00

0 5 10 15 20 25 30

Distance (miles)

£ per mile

  Weekly seasons

  Weekly seasons trendline

  (All TOCs - weekly seasons)

  (LUL - weekly seasons)




6
Results : Travelcards versus point-to-point fares

6.1
For many journeys, a Travelcard takes the place of a point-to-point fare. This is often true for cheap day returns, and even more so with seasons; these are often not listed in the fares manual, and in such cases the relevant Travelcard will automatically be the fare. This is perfectly acceptable, because the Travelcard offers all the same travel opportunities and more.

6.2
Quite frequently, however, a point-to-point fare is available for journeys for which the appropriate Travelcard is a better deal.  Where a Travelcard matches the point-to-point price, the Travelcard should be offered, as it offers greater flexibility at no greater cost. Where a Travelcard is cheaper than the point-to-point fare, this is doubly important.

EXAMPLES : 

Clock House (zone 4) to Southbury (zone 5) : The Standard Day Return costs £11.10, but the Zones 1-5 Peak Day Travelcard costs £9.20, saving £1.90 and also allowing use of buses etc.  Off-peak, the Cheap Day Return costs £5.40 – as does the Zones 1-5 Off-Peak Day Travelcard, which offers more flexibility for the same price.

Carshalton Beeches (zone 5) to Brondesbury Park (zone 2) : The Standard Day Return costs £7.30, and is routed ‘Clapham Junction, not London’, thus mandating travel along the West London line to Willesden Junction.  A Zones 2-6 Peak Day Travelcard does the same job for £6.30, saving £1.

6.3
Sometimes, the difference between a point-to-point fare and a cheaper Travelcard accompanies a difference in the flexibility of routeing available to the passenger.  Many fares between the Great Eastern suburban line and south east London, owned by First Great Eastern, come into this category.  The opening of the DLR extension to Lewisham has allowed these journeys to be made by a shorter route, using fewer interchanges, and avoiding busy central London termini and Underground lines. It also means the journey can be made on a zones 2-6 Travelcard, undercutting the point-to-point fare which allows travel via either the DLR or the London termini.  Thus the passenger making these journeys has a choice : two levels of flexibility, at two different prices.  In these cases, it is reasonable for the point-to-point fare to exist alongside the Travelcard – as long as passengers are offered the choice when buying their tickets.  A similar situation exists for some orbital journeys within north or south London, where the North London Line or suburban interchanges such as Clapham Junction allow passengers to avoid zone 1, with consequent savings.  In some cases, however, the point-to-point fare also exceeds the all-zones Travelcard fare, meaning that the passenger can save money with a Travelcard whatever their route choice.  In these situations, there is no reason why the point-to-point fare should be offered, other than to allow an operator to take advantage of a purchaser’s ignorance of the better-value alternative available.

EXAMPLE: 

Chadwell Heath (zone 5) to Eden Park (zone 5) : Standard Day Return £13.50, allowing travel either via the DLR to Lewisham or via Liverpool Street and London Bridge.  A zones 2-6 Peak Day Travelcard (allowing travel via DLR but not the London termini) costs £6.30, saving £7.20.  If the passenger wishes to travel via the London termini, a zones 1-5 Peak Day Travelcard costs £9.20, which still saves £4.30.

6.4
In a handful of cases, an LUL fare undercuts a NR point-to-point fare for a journey where (because of interavailability on parallel routes) the LUL fare is valid throughout (sometimes restricting the route options, sometimes not).

EXAMPLE : 

Barking (zone 4) to Queen’s Park (zone 2) : Standard Day Return £8.00, Cheap Day Return £5.30.   The LUL peak return fare is £6.00, saving £2.00.  The passenger’s choice of route is unaffected, as LUL tickets are valid on NR services from Barking to Fenchurch Street and from Euston to Queen’s Park.  The Peak Travelcard (£7.40) is another option which would still save money.  Off-peak, a Zones 1-4 Travelcard costs £4.70, saving 60p. 

6.5
Differences between operators

6.5.1
Different TOCs appear to have different pricing policies.  For peak journeys, the three principal TOCs south of the Thames (South West Trains, SouthCentral and South Eastern) generally have fares priced below the Travelcard level, thus giving passengers a choice of ticket, with few cases of the Travelcard undercutting the point-to-point fare. WAGN Railway and Thames Trains have a mixed bag, with some point-to-point peak fares at identical prices to the Travelcard and others (particularly on WAGN) that exceed it. In contrast, c2c, First Great Eastern and Chiltern Railways stand out as having the majority of their peak fares undercut by Travelcard.  In the case of c2c and Great Eastern, this is partly due to the ‘DLR effect’ described earlier, but the undercuts are seen on other journeys too.

6.5.2
There seems little consistency as to whether it is the Peak Travelcard, or the Off-peak Travelcard, or both, which undercuts the corresponding point-to-point fare.  Overall, however, fewer off-peak fares seem to be affected, and again the situation varies by TOC.  The south London TOCs and Thames Trains price virtually every fare just below the Travelcard level.  But c2c, First Great Eastern, Thameslink, Silverlink and Chiltern Railways all have undercuts on many of the sampled journeys.  WAGN again offers a mixture of undercut fares, equal fares and fares where the point-to-point ticket is cheaper.

6.5.3
Few jointly-set fares for journeys starting on National Rail services are undercut, partly because many of them have no point-to-point return fares listed – presumably because a Travelcard will inevitably offer a better deal than the through fare (generated from adding together the cost of each leg).   Nevertheless, some instances of undercut do occur. 

6.5.4
Jointly-set fares for journeys starting on LUL services are less easily described as ‘undercut’, since the point-to-point fares are not listed specifically in the National Fares Manual and LUL’s own guidance to ticket clerks accepts that sometimes a Travelcard or a combination of tickets might be better.  But a Travelcard is in most cases the cheapest fare – as is the case with jointly-set fares that start on National Rail services.

6.5.5
LUL fares should never be undercut in practice, because its ticket machines dispense Travelcards whenever appropriate.  Many journeys have no season ticket prices listed, but a few examples of point-to-point seasons being undercut do nevertheless occur.

EXAMPLE : 

Palmers Green (zone 4) to Finsbury Park (zone 2 ) : A point-to-point season costs £18.20, but a Weekly Travelcard (three zones, not zone 1) costs £17.00.

6.6
Potential savings

6.6.1
Where use of the Travelcard saves money, the saving can be substantial, particularly for peak journeys.  Travelling from Wembley Stadium to Selhurst (and similar journeys) requires a zones 1-4 Travelcard for £7.30, rather than the point-to-point fare of £14.10 – a saving of £6.80, almost halving the price.

6.6.2
The highest saving found in the survey was £7.60, for a peak journey from Chadwell Heath to Bexleyheath or Albany Park.  This is unusual because it is based on comparing two different routeing options : a zones 2-6 Travelcard (which allows travel via the DLR but not the London termini) or a point-to-point fare (which allows either option).  A fairer comparison is with the all-zones Travelcard, which has the same routeing options as the point-to-point fare; this still saves £2.70.

6.6.3
Off-peak, the potential savings are generally lower, because off-peak tickets are cheaper than peak tickets.  Many savings are just 10 pence – plus, of course, the freedom of public transport for the day, which can be far more useful than the financial saving.  The highest off-peak saving revealed in the survey was £4.90 (Upminster to/from Crouch Hill, priced at £8.70 but only £3.80 with a zones 2-6 Travelcard, saving more than half the fare).
6.7 Causes and implications

6.7.1
One reason for the mis-match between point-to-point and Travelcard fares is that the boundaries between Travelcard zones do not match the boundaries between clusters.

EXAMPLE : 

Wembley Stadium (zone 4, West Ruislip cluster) to Earlsfield (zone 3, Wimbledon cluster) : Standard Day Return £12.90.  A zones 1-4 Peak Day Travelcard costs £7.30, saving £5.60.  The SDR fare is a cluster-to-cluster fare ‘West Ruislip to Wimbledon’.  As West Ruislip (in zone 6) is much further from Wimbledon than Wembley Stadium, it is unsurprising that the cluster-to-cluster fare can be undercut.
6.7.2
Another complication is that many stations on the North London and Gospel Oak to Barking lines form part of the Willesden Junction or West Hampstead clusters, making these clusters widely-spread.  For example, cluster-to-cluster fares to/from Woodgrange Park (zones 3 and 4), Blackhorse Road (zone 3) and West Hampstead (zone 2) are identical, making it difficult to set fares to/from these destinations in the correct relationship to all the possible Travelcards.

6.7.3
However, even a close match between Travelcard zones and clusters does not guarantee the correct price-relationship.

	EXAMPLE :

Coulsdon South (zone 6, Purley cluster) to Hackney Wick (zone 2, Stratford cluster) : Standard Day Return £13.40, based on ‘Purley to Stratford’. A zones 1-6 Peak Day Travelcard costs £11.10, saving £2.30.  All the stations in the Purley cluster are in zone 6, so a journey from any station in the Purley cluster to any station in the Stratford cluster will require the same all-zones Travelcard.


6.7.4
Even allowing for the complexities of the zone/cluster relationship, there is no obvious reason why any point-to-point fare within London should exceed the price of the relevant all-zones Travelcard – yet a large number do.

6.7.5
The conclusion must be that many of the listed point-to-point fares are not needed in practice.  This is not a problem if passengers are always offered a Travelcard when it is the better deal (as is the case with tickets sold from LUL machines for Underground-only journeys).  But keeping these point-to-point fares in existence creates the risk that they might actually be sold, though they are not the best ticket for the journey.  Where there is no ticket clerk to apply common sense, and the passenger is using a self-service machine or a website, this is doubly important.  In test enquiries made for this study, the National Rail and Qjump websites consistently quoted point-to-point tickets in cases where a Travelcard was the better deal.  This is worrying, as it is not consistent with the obligation placed upon licensed train operators always to offer the cheapest available ticket for the journey being made.

6.7.6
Passengers should also be offered the choice of fares in the (fewer) cases where a Travelcard and a point-to-point fare involve different routeing options, such as for journeys between east London and south London via the DLR.

7
Results : Unadvertised fares

7.1
Some National Rail journeys generated by the sampling for this study have no point-to-point fares advertised, meaning that passengers have no choice but to use the Travelcard (or a combination of point-to-point tickets).  Figure 7 lists these missing fares, which are by no means all exotic, though in some cases they could be made more easily by substituting another nearby station, e.g. Kew Bridge for Kew Gardens.  It is not immediately clear whether these omissions are deliberate or represent errors.  Sample enquiries on the National Rail and Qjump websites for some of these journeys confirmed that no fare could be found.   Although these websites are known to have limited ability to cope with journeys involving the Underground, no fares were offered for journeys excluding any Underground element either.  Travelcards were not offered instead; the sites advised passengers to contact the call centre for further assistance. 

7.2
The journeys with missing fares have been excluded from the survey, since it is not always clear which TOC their owner would be.  It is possible that, were these journeys to exist within the normal fare structure, passengers could have made savings with a point-to-point fare.

7.3
As with the fares that are undercut by Travelcard, passengers need to be offered the best available fare (a Travelcard, or possibly a combination of point-to-point fares), rather than simply being told no fare exists.
	Figure 7: journeys with no point-to-point fare advertised

	From
	To

	Bethnal Green (National Rail)        
	Crouch Hill / Dagenham Dock /

	
	Hackney Wick

	Brimsdown
	Silver Street

	Caledonian Road & Barnsbury
	Woodgrange Park

	Canning Town
	Clapham Junction / Gipsy Hill /

	
	Walthamstow Queens Road

	Clapham Junction
	Rectory Road

	Finchley Road & Frognal
	St. James Street

	Goodmayes
	Rainham

	Highams Park
	Cricklewood

	Kensal Rise
	Turkey Street

	Kentish Town
	Kensal Green

	Kentish Town West
	St. James Street

	Kew Gardens
	Chiswick / Chessington South

	Leytonstone High Road
	Kentish Town

	Lower Sydenham
	Kenley

	Maze Hill
	Welling

	Northolt Park
	Greenford

	Silver Street
	Camden Road / Cricklewood

	Silvertown
	Walthamstow Queens Road / 

	
	Wandsworth Town / Woodgrange Park

	St. Margarets
	Silvertown

	Streatham Hill
	Custom House

	Sudbury Hill Harrow
	Richmond / Silver Street

	Upper Holloway
	Bush Hill Park

	Wembley Stadium
	Greenford / West Ealing

	Source: analysis for this study


8
Summary of findings

8.1
Role of Travelcard

· The cheapest fare for many journeys, particularly seasons, is a Travelcard.  Hence many journeys of very different lengths have similar fares. 

· The likelihood of a Travelcard being the best fare for a journey varies between the TOCs "owning" the fares.

· Often, a point-to-point fare is offered which exceeds the Travelcard price without offering additional benefits.

8.2
Comparison of National Rail and Underground fares

· On average, peak return fares cost more for National Rail journeys than Underground journeys, except for journeys under five miles (where there is little difference), and particularly for the longest journeys.  However, there is a wide degree of variation in the fares for individual journeys of similar lengths. 

· Off-peak returns and seasons cost slightly more on average for Underground journeys than for National Rail journeys, but again individual journeys vary widely.

8.3
Differences between TOCs

· Some TOCs differ noticeably from the general pattern for National Rail fares, but variability in fares within each TOC's ownership is equally important.  The large number of Travelcard fares probably contributes to the variability within TOCs whilst damping down the differences between TOCs.

· Some TOCs price their point-to-point fares just below the level of the equivalent Travelcard, but others do not.  Together with differences in the portfolios held, and with the effects of clustering, this may explain some of the fare differences between TOCs.  

8.4
Jointly-set fares

· Jointly-set (i.e. LUL/NR) peak returns are slightly more expensive than National Rail peak fares, although individual fares vary widely. 

· Off-peak, jointly-set returns have only a very weak relationship with distance, and their relationship with LUL and NR fares is inconsistent. 

· Jointly-set seasons are similar to LUL seasons on average, costing more than NR seasons, but again individual fares vary widely.

8.5
Towards a unified fares system?

8.5.1
These data suggest that overall, in order to implement a policy of unifying National Rail (NR) and LUL fares at the same rates while holding the general level of fares constant, the cost of peak returns on NR would fall while those on LUL would rise.  For off-peak fares and for seasons, NR fares would rise and LUL fares would fall.  But these are only averages, and the effects on individual fares would be quite varied, given their wide range at present.  Many return journeys are, in practice, already at similar rates on both LUL and National Rail, thanks to a Travelcard often offering the cheapest fare for a journey on either network.

8.5.2
It is important also to take into account the current policy of pricing zone 1 travel more  highly – which tends to inflate LUL and jointly-set fares.  Suburban LUL fares are therefore likely to be cheaper than the LUL benchmark (on average), while those including zone 1 travel are likely to be more expensive.  If that policy were continued under a unified system, the NR fares would presumably have to follow suit (the extent to which NR fares already follow such a pattern (if at all) was not explored in this study). 

8.5.3
In addition, the current "free transfer" on the Underground for cross-London National Rail fares would logically be superseded (at least on fares within the London zonal system) by payment for the zones crossed en route. 

8.5.4
It is clear that the effects on individual fares would be complex, and further research is required if the effect of these factors is to be more fully understood.

9
Conclusions  

9.1 Transport for London has recently conducted a “longer term fare policy review”.  The purposes of this were, inter alia, “to develop a set of objectives for TfL fare policy” and “to put forward a coherent set of policies and priorities for TfL fares and ticketing, consistent with the Mayor’s overall transport strategy.”  The key issue in this exercise was described as “how best to develop and take forward TfL’s vision of a simple, unified fares and ticketing structure for all forms of public transport in London” (see TfL Board agenda item 6, Longer Term Fare Policy Review, 29/7/03).

9.2 In the course of this review, TfL identified the differences in fare structure between its services and those of the National Rail system (overseen by the SRA) as being the “foremost” issue to be tackled.  It was hoped that a (then) forthcoming SRA consultation on fare policy “would provide an opportunity to rectify these problems and perhaps reduce the fare-setting powers of the private companies” (i.e. the TOCs).  But in the event, although the SRA’s review led to some simplification of its fares regulation policies, notably the abolition of the link between individual operators’ train service performance and the level of permitted fares changes, the opportunity to introduce a more radical realignment was not taken.  

9.3
In particular, each train company retains the freedom to set the level of the fares it “owns”, provided these do not conflict with a high-level (and, some would argue, unduly minimalist) strategy determined by the SRA.  There has been no conscious effort to achieve consistency across the London area, or to identify and eliminate anomalies.   And by setting a cap of RPI+1% for regulated fares over the next three years (i.e. from January 2004), despite the declared intention of TfL to limit overall increases in Travelcard prices to the rate of inflation, the SRA has embraced a policy which is likely to preserve rather than reduce the difficulties already encountered in aligning National Rail fares coherently with the price of this highly successful integrated multi-modal ticketing product (including the pricing of other fares within “baskets” of which Travelcard prices form part).

9.4
The Mayor’s statutory Directions and Guidance to the Strategic Rail Authority in relation to the provision of railway services for Greater London (January 2003) require the SRA, inter alia, to “… introduce a system of fare setting and regulation for London that will … enable fares and ticketing on London’s suburban network to be made simpler and more transparent …” and “… provide a consistent fare setting framework for Tube and National Rail services …”   And the London rail partnership agreement between the SRA and TfL (December 2002) contains a specific commitment on the part of both parties jointly to "review the impact of their respective fares and ticketing proposals on the policies of the other party in order to develop a simpler, more integrated and consistent fare structure for Greater London."

9.5
But there is scant evidence in the SRA’s Fares review conclusions (June 2003) that this objective was foremost among those of its authors – although fortunately a suggestion from the operators that standard single/return fares in London could be deregulated on the grounds that Travelcard prices act as an effective “cap” on the cost of these tickets was rejected on the grounds that “there are many cases where [such fares] are set significantly below the price of the equivalent Travelcard”.  The [Peak Day] Travelcard is not in fact the most appropriate comparator for these tickets, given the wider range of travel opportunities it offers, and its effectiveness as a “cap” is open to question since the TOCs are already permitted by the SRA to price station-to-station returns higher than the equivalent Travelcard rate.  What is worrying, from LTUC’s perspective, is the possibility that such tickets are actually being sold to unsuspecting travellers, who are out-of-pocket as a result – a subject on which the SRA is silent.

9.6
The SRA does acknowledge, in its Conclusions document, that it is TfL’s wish that National Rail fares in London are “replaced by an integrated structure of zonal fares, consistent with fares for travel by Underground”.  It accepts that there “are some important advantages to simplifying fares in this way, and integrating them with fares for other modes.”  But it argues that, on the other hand, “the creation of standardised zonal fares will remove train operators’ ability to price up or down on specific routes to control overcrowding or reflect better or worse service quality …”  Whether or not such tailoring of fares to respond to highly localised (and often time-specific) variations in the demand and supply characteristics of the London travel market is practicable is a matter of debate.  But it is certainly not characteristic of most integrated mass transit systems, and is not consonant with TfL’s current approach.  The most hope the SRA can offer is that it is “considering a trial of zonal fares on a particular part of the London area … network, to confirm its practicality and to see the effect of simplification on passenger numbers.”  Any London-wide zonal fares scheme, it suggests, “is likely to be introduced gradually over a number of years”, if at all.

9.7
Given the extreme cautiousness of the SRA’s stance, TfL has concluded that “if fare integration in London is to move forward, improvements will need to be negotiated incrementally by TfL with the train operators – either individually or through their association” (Longer Term Fare Policy Review, op cit).  In line with this, a series of fare integration initiatives are being discussed, one of which is described as “a simplified single-fare ticketing system for train and Tube-train travel in London, based on the six zone rings currently used for the Travelcard and London Underground’s single fares.”   As a step in this direction, pilot systems of single fares on parts of the Southern (formerly South Central), Silverlink and Chiltern networks are proposed.

9.8
Most fares for journeys by National Rail within other conurbations are fixed by their local Passenger Transport Executives.  Disparities between these and the fare levels and structures on the wider rail network are regarded as of less consequence than the need to achieve consistency and clarity within the urban area.  No difficulties are reported in the SRA’s Conclusions to have arisen.  LTUC believes that this is the model which should be adopted for London too, and that TfL should maintain its efforts to persuade the National Rail industry (and the Government) that the future for fares policy in the capital must lie in the integrated, common-pricing approach.  

9.9
At present, the obstacles remain formidable.  The outcome of the Government’s review of the regulatory structure if the rail industry was awaited at the time this report was written.  TfL has argued strongly (with LTUC’s support) for a London regional rail authority, closely linked to the Greater London Authority.  One advantage of this would be to align responsibility for fares and ticketing across the modes, and greatly simplify the means of achieving a more acceptable outcome.  But irrespective of whatever institutional change may occur, the arguments for consistency and clarity in pricing are strong, and will remain so.  The battle to bring what was then British Rail within the Travelcard scheme was fought and won in the 1980s, against odds seemingly as great as (and organisational inertia no less powerful than) those which exist today.   

9.10
Our purpose in commissioning this study was to explore more fully - and to illustrate more clearly - than has previously been attempted the extent of the anomalies with which the existing pricing arrangements are riddled.  LTUC commends its findings to London’s elected leaders, and to those who manage its rail systems.   We believe that the evidence it contains makes a compelling case for change, simply because of the extent of the disparities it reveals and the lack of logic underpinning them.  We are keen that the debate on this issue should continue, and we are pleased to be able to offer evidence which will allow this to be done on a more informed footing.

9.11
We await the response of the industry, and its regulators, with interest – and we will report it to the travelling public whose interests it is our responsibility to promote. 

Annex 1: Technical notes

Stations

Origin and destination stations were selected randomly from a bespoke database of National Rail, Underground and DLR stations within Greater London.  Stations beyond but very close to the boundary, which serve Greater London catchments, were included.

Some adjacent stations were regarded as alternatives to each other, reflecting likely passenger behaviour.  For example, Wanstead Park was substituted for Forest Gate in the case of a journey from Leyton Midland Road.

Journeys

In order to speed up analysis, journeys were generated in banks of ten per origin (i.e. an origin was selected, along with ten destinations from it).  Duplicate journeys were rejected.

Journeys were stratified into four distance bands, to ensure a good spread of journeys of different lengths.  A target was set of 100 journeys per “owning” TOC, with (ideally) 25 per band.  Stratified sub-samples were also used to boost the representation of some fare-owners, so that a reasonable number of fares were generated for each owner (Figure 8). 

The journeys were not weighted according to passenger numbers, as these are held to be commercially confidential by the rail industry, though in the absence of serious competition (and given that operating franchises are awarded by a public agency) the reasons for this are obscure. This means (coupled with the stratification of both distances and owners) that conclusions can be drawn about the relative fare levels of the different owners, across a good range of journeys, but that a precise "London average" cannot be drawn from the full dataset.

	Figure 8: Summary of dataset

	
	Journeys
	Journeys in each band (with mileages)

	Operator
	
	A (<7)
	B (7 to<14)
	C (14 to<21)
	D (21+)

	c2c
	90
	10
	18
	32
	30

	First Great Eastern
	94
	5
	26
	38
	25

	WAGN Railway
	126
	26
	36
	38
	26

	Thameslink
	95
	4
	30
	46
	15

	Silverlink
	98
	20
	36
	35
	7

	Chiltern Railways
	82
	3
	1
	30
	48

	Thames Trains
	101
	10
	11
	46
	34

	South West Trains
	112
	28
	39
	35
	10

	SouthCentral
	130
	31
	44
	31
	24

	South Eastern
	126
	25
	39
	38
	24

	LUL (including DLR)
	128
	32
	46
	30
	20

	Jointly-owned
	122
	26
	39
	35
	22

	TOTAL
	1306
	220
	365
	435
	286


Selection of route

The fare and distance for each journey were based on the route used.  The route was selected by an expert researcher, and reflected the most likely passenger choice, taking into account the likely journey time, interchange requirements, and crowding levels on each possible route.

Certain on-street interchanges were allowed (corresponding closely to the locations where there are alternative stations), such as between Kent House and Clock House.  In general, one walk was regarded as broadly equivalent to two within-station interchanges.

To simplify the analysis, no attempt was made to differentiate between peak and off-peak routes. Limited-service routes were not used, except for Strawberry Hill to Fulwell (whose regular half-hourly Shepperton via Richmond service in the peaks is significant).  In order to avoid diluting the focus on rail fares, buses and Tramlink were ignored.  Heathrow Express was omitted, as it is not part of the mainstream fare system.

Distances

Distances on National Rail services were taken from the National Rail timetable, and are to the nearest 1/4 mile.  Distances on the Underground were taken, to the nearest 0.1 km, from precise inter-station distances in LUL timetables, and distances on DLR were generated in a similar manner from data supplied by DLR.  Any rounding errors over long journeys are unlikely to be significant.  The overall distance for each journey takes account of both LUL and National Rail legs, but does not include the distance walked at on-street interchanges. 

Fares

All fares are based on January 2004 prices.  National Rail and joint fares were taken from the National Fares Manual (NFM).  In all cases, the relevant Travelcard was checked in case it undercut the point-to-point fare.  LUL and Travelcard fares were taken from TfL’s leaflet ‘Fares for 2004’. 

For joint fares from National Rail stations to LUL stations, the through fares listed in the National Fares Manual were used.  For joint fares from LUL stations to National Rail stations, the NFM procedure for generating through fares was used (this is identical in effect to the price a passenger would pay if buying separate tickets for each leg).  In either case, the Travelcard was used if it was cheaper.  No distinction has been made between TOCs when analysing jointly-set fares.

It is believed that all LUL sub-standard fares have been taken into account, although checks have only been comprehensive for those that are listed in the National Fares Manual (i.e. the fares from stations with NR interchange).

Where a NR point-to-point fare is to or from a station that is also LUL-served, no check has been made as to whether a combination of tickets (NR then LUL, or vice versa) would be cheaper as such occurrences would be unlikely.  However, a cheaper LUL fare has occasionally been found.

Graphs

Microsoft Excel generated the trendlines automatically.  As the journeys themselves are not weighted by passenger numbers, or by the total number of flows owned by each operator, the trendlines should be regarded as a broad indication of the pattern of each operator’s fares, rather than as describing its "average fares".  Similarly, the "all-TOCs" trendlines represent a benchmark for comparisons between owners, rather than a "London average fare".

For graphs of fare against distance, quadratic curves (y=kx2+mx+c, where k, m and c are constants) were chosen as offering the closest fit to the data.  However, these do not always give an ideal representation of the pattern of data for the longest or very shortest journeys. 

For graphs of fare-per-mile, exponential-decay curves (y=kx-m, where k and m are constants) were similarly chosen.  A few extremely high fare-per-mile values (16 season fares and 22 return fares, all for very short journeys) have been omitted from the graphs, to allow clearer presentation of the vast majority of the data.  The trendlines do, however, take these into account.

Annex 2 : Journeys sampled
Tables listing the entire dataset used in this study are available.  

They show, for each of the 1800 journeys sampled : (a) the “ownership” of the relevant fares, (b) the ticket types selected, (c) the resultant fares, (d) the length of the journey, (e) the route used for calculating the distance, and (f) (where applicable) any substitute station of origin or destination used to simplify the route.

	EXAMPLES : 

Kensal Rise to Grove Park and Albany Park to South Hampstead are both journeys for which the relevant fares are “owned” (i.e. set) by Silverlink.  Both are 17 miles long, and are assumed to be routed via the Underground between Charing Cross and Euston.   

In the case of the former, the cheapest peak return fare is the Standard Day Return priced £7.10, the cheapest off-peak return fare is an Off-Peak Day Travelcard for zones 1-4 priced £4.70, and the cheapest weekly ticket is a Weekly Travelcard for zones 1-4 priced £29.20.  

In the case of the latter, the cheapest peak return fare is a Peak Day Travelcard for zones 1-5 priced £9.20, the cheapest off-peak return fare is a Cheap Day Return priced £4.80, and the cheapest weekly ticket is a Weekly Travelcard for zones 1-5 priced  £35.10.


In the interests of economy, these tables are not reproduced here but are available (in electronic form, as Excel spreadsheets) on request.

Annex 3 : Glossary 

ATOC
Association of Train Operating Companies

CDR

Cheap Day Return

CDS

Cheap Day Single

DLR

Docklands Light Railway

FIAP

Fares Incentive Adjustment Payment

LT

(formerly) London Transport

LTUC
London Transport Users Committee

LUL

London Underground Ltd

NFM

National Fares Manual

NR

National Rail

OPRAF
Office of Passenger Rail Franchising

RPI

Retail Price Index

SDR

Standard Day Return

SDA

Standard Day Single

SRA

Strategic Rail Authority

SWT

South West Trains

TfL

Transport for London

TOC(s)
Train operating company(ies)

WAGN
West Anglia Great Northern
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