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Executive Summary

Value for money not proven

Value for money is not proven because the Private Finance Initiative (PFI) option has been manipulated by the inclusion of over £16m of efficiency savings, PFI savings and risk costs either added to the Public Sector Comparator (PSC) or subtracted from the PFI option. It appears that the cost savings for capital works, repairs and maintenance, energy, client procurement and monitoring have been manipulated to claim that the PFI offers value for money. Many of these savings are unlikely to be achieved at the level assumed in the financial model. 

Since there is a difference of only £2.1m between the PSC and PFI options, value for money has not been established. Small changes in the efficiency savings eliminate the financial advantage of the PFI option. 

The above figures relate to the Newcastle Outline Business Case (OBC) because the city council has refused to provide UNISON with details of the PFI option and the financial assessment of the joint Newcastle/North Tyneside OBC until the project has been approved by the government.

Overstating the case for street lighting

Firstly, 68% and 50% of night-time fatal and serious accidents respectively occur on A and AM roads in the city which are already lit to standard. 

Secondly, 52% of ‘slight’ accidents occur on A and AM class roads.

Thirdly, there has been a decline in the total number of annual accidents in the 1995-2000 period, with a significant reduction in the number of fatal and serious accidents.

Traffic data for Newcastle between 1995-2000 reveals that 96.4% of fatal accidents and 88.4% of serious road accidents occur on roads where there street lights are present and lit. Only 1 out of 28 fatal road accidents and 32 out of 275 serious road accidents occurred where street lighting was either unlit or where there was no street lighting.

Furthermore, the joint OBC assumes that improved street lighting alone will permanently reduce crime by 20% in the sixty percent of Newcastle and North Tyneside where street lighting will be improved. 

This assumption is challenged on the grounds that: 

- there is no evidence to support the assumption of a 20% decrease in crime over such a large area given the concentrated pattern of crime in the city;  

- there is no evidence that the reduction in crime will be permanent. It may be temporary with reduced crime levels for say 5 or 10 years with the effect of improved lighting ‘wearing off’ over time;

- some crime may transfer over the river to Gateshead and South Tyneside; 

- street lighting is only one factor - security of property, CCTV, reporting of crime to the police, detection, sentencing are also important factors which determine levels of crime.

Community benefits exaggerated

The community benefits (not financial benefits to the city council) of reduced road accidents and crime are grossly exaggerated. The community benefit arising from reduced road accidents is assessed to be £12m, some 54% less than the figure used by the city council. 

Research in a small area has shown that improved street lighting will reduce crime but there is no evidence that supports extending the benefits achieved in small areas to 60% of the city. More importantly, there is no evidence which supports extending the initial benefits over 25 years. In terms of crime reduction and good practice social and economic auditing, this is simplistic in the extreme.

The overall community benefit figure is based on the assumption that the benefit of improved street lighting continues for 25 years and there is no decline in quality or level of service throughout this period. In the history of contracting out of public services there is scant evidence to support this proposition.

The city council has exaggerated the community benefits on street lighting in order to give the project credibility when it has failed to show that similar investment in other services could have a much larger and sustainable community benefit in meeting corporate priorities. 

Recommendations

1. The city council should immediately withdraw the project irrespective of whether it has obtained government approval or not.

2. It should investigate the potential for a joint public sector project with North 

Tyneside. This option could include an agreement or joint venture with a street lighting manufacturer.

3. The city council should immediately draw up a code of information disclosure which ensures that draft reports and projects proposals are released to trade unions and user organisations so that they have adequate time to comment and contribute to the planning and decision making process.

4. The trade unions from the two local authorities should be invited to become members of the joint street lighting working group. 

Section 1

Introduction

Newcastle City UNISON commissioned this report following the publication of the final draft of the Outline Business Case (OBC) for a Street Lighting PFI project in June 2001. The OBC has been developed “through a joint working arrangement with North Tyneside Council who are carrying out a parallel OBC analysis” and “a joint procurement should be pursued”. 

The city council provided UNISON with copies of the Newcastle OBC, dated 31 May 2001, which included the spreadsheets containing the financial models. At this stage the two OBC were quite separate although it was not clear whether the two projects were financially independent or whether the costings had taken into account the additional economies of scale made possible by a joint project.

The city council and North Tyneside then decided to submit a joint OBC. The first draft of the Joint Outline Business Case (combining the Newcastle and North Tyneside OBCs, dated 7 July 2001) was also supplied to UNISON but did not include Chapter 6 which described the PFI option nor any of the appendices which contained the financial models.

UNISON’s formal request for the financial data resulted in a letter from the Assistant general manager, Highways, Lighting and Traffic, Cityworks Directorate that “all appendices and financial models will be made available for your information within one month of the formal government approval” (Internal Memorandum to UNISON, 24 September 2001). The memo refers to a Cabinet decision to submit the OBC in August 2001 and the earliest date by which the government is expected to make a decision on Newcastle’s application is 29 October 2001 with an announcement expected within two weeks of the formal approval date. 

This means that UNISON will only be supplied with the financial data after government

approval of the project. This makes a mockery of PFI consultation and information disclosure. The process is neither transparent nor participative. The statement in the joint OBC (para 1.8, page 19) that trade unions have been kept informed of the development of the OBC and had been invited to make contributions is false.

We have therefore been forced to base this analysis of the PFI street lighting project primarily on Newcastle’s OBC which included the financial information together with the text of the joint Newcastle/North Tyneside OBC.

Assessment of need

It is not within the scope of this report to assess the accuracy of the assessment of need to renew street lighting. As with every other part of the public or private infrastructure, a case can always be made for additional investment.

We are concerned that elected members may be led to believe that a fast track PFI project to transform street lighting in Newcastle and North Tyneside will substantially reduce levels of crime. In Section 4 of this report we demonstrate how the community benefits have been grossly exaggerated.

Questions

The OBC raises more questions than it answers:

* Is there evidence of ‘talking up’ the overall condition of the stock by using the age profile of columns and specific examples to make the overall condition appear to be worse than it is?

* Can the need for improvements in lighting in various parts of the city and the need for a column replacement programme be separated from the citywide project?

* What is the geography of need - which wards and areas will benefit from the project? 

The executive summary of the OBC refers to improving street lighting services as part of achieving social, economic and environmental well-being of the city and its residents. Yet the report provides no evidence of the impact of the project, other than general statements about the crime and disorder reduction and road safety strategies, on the social, economic and environmental well-being of specific communities.

Corporate priorities

The key question is whether the additional cost of a street lighting project reflects the city council’s corporate priorities. Section 4 notes that investment in street lighting will have a community benefit but that this has been exaggerated. Similar investment in other council services could produce larger community benefits.

Long term issues

Opting for a PFI option now virtually guarantees that the city council will require another PFI project after 25 years because the same arguments will be used then to justify complete renewal. So the city council is setting in motion a process of continuous private sector ownership and control of its street lighting.

Additional crime data requested from Northumbria Police
We made a written request to Northumbria Police for information on the geographic pattern of crime in Newcastle in mid September but one month later we have not received a reply.

Section 2

Financial appraisal   

Introduction

This section examines two key issues, value for money and affordability. These two issues lie at the centre of testing the viability of PFI projects.

Value for Money

The spread sheets in the Newcastle OBC detail the costings but contain a number of assumptions about the performance of each option. We have contrasted the two Fast Track options, the Public Sector Comparator (PSC) and PFI financial models.

The models contain assumptions about the ultimate cost of the initial and ongoing capital works, repair and maintenance and energy costs. There are three different types of savings or costs associated with risk:
1. An efficiency saving applied to the conventional procurement and funding (PSC) model but not to the PFI model. 

2. A PFI saving applied only to the PFI model which is three or four times larger than the efficiency saving attributed to the PSC. The PFI model includes ‘PFI savings” in four parts of the costings, in other words it is assumed that a PFI contractor will be able to carry out the work at a reduced rate compared to conventional procurement. It assumes ‘PFI savings’ in the capital costs at 20%, ongoing capital costs of 20%, operating costs at 15% and energy costs at 5%. 

3. A sum to cover the element of risk which is added into both models except that the level of risk for the PSC is substantially greater than that attributed to the PFI. For example, the risk attributed to the initial and ongoing capital costs is 15% for the PSC model whilst only 5% for the PFI option.

These differences are set out in Table 2.1. It identifies the percentage savings and risk allocation for each option. The final column identifies the difference in actual costs as a result of applying these percentages and, in the case of client costs, differences in actual amounts. These ‘savings’ accumulate into a substantial financial advantage for the PFI option which is highly questionable.

Table 2.1: The effect of PFI savings, risk and cost assumptions

_____________________________________________________________________________

Cost element
Public Sector Comparator
PFI
Difference in costs between 




PSC and PFI (£000)

_____________________________________________________________________________

Capital costs

Efficiency saving
5
0
+1,490

PFI saving
0
20
-5,965


Risk - Initial Capital Costs
15
5
-3,055

Ongoing asset renewal 

Efficiency saving
5
0
+335

PFI saving
0
20
-1,135

Risk - Ongoing Capital Costs
15
5
-639

Maintenance costs

PFI saving
0
15
-3,186

Risk - operating costs
10
5
-1,223

Energy costs

PFI saving
0
5
-1,287


Risk on energy costs
7.5
5
-771



£(000)


Client procurement costs
450
250
-200
Client monitoring costs
1,750
1,250
-500

_____________________________________________________________________________

Total


-16,136

_____________________________________________________________________________

Source:  Street Lighting Improvements: Outline Business Case, Newcastle City Council, May 2001.

Whilst the differences between the costs for each of the elements must be challenged, it is the overall net effect which is more significant.

Comments on the cost differences

The cost differences are examined in further detail below.

Capital works: The PFI model assumes that there will be a 20% saving in capital costs as a result of economies of scale and improved project management with one large long term contract. The consultants built in a 15% saving in the Wakefield street lighting PFI model. The saving is purely speculative and appears excessive at 15% let alone the rationale for an increase in the Newcastle model. 

The Newcastle/North Tyneside Joint Outline Business Case increased the PFI saving on capital costs to 22.5%. The justification for this further increase was made in the draft letter to the DLTR which stated:


“We recognise that a 22.5% PFI saving for the capital costs of column 


replacement is challenging but this reflects anticipated savings from opening up 

connections work to market competition and the continuity of working and 


significant economies of scale available from the substantial joint investment 

programme compared to current costs for column renewals which are undertaken 
largely on a piecemeal basis.”


(Draft Letter, Newcastle City Council to DTLR, August 2001)

This letter is in response to DTLR comments on the draft OBC which obviously  questioned the scale of the savings. 

Repairs and maintenance: The OBC reports on the high level of performance of City Lighting:

“* In any one week fewer than 1% of lights are reported as faulty and of these 98% are restored to service within 7 working days.

* The current annual incidence of lights not working averages approximately 1.7%, placing performance in terms of light on within the Best value target of 98%.”

City Lighting has also recently completed some large schemes on target, for example, the West Central route. This makes the claimed 15% savings on PFI repair and maintenance costs hardly credible.
Energy cost savings: Cost savings of 5% in real energy prices are built into the PFI model but not the PSC. Whilst complete renewal of street lighting in a five year period could improve the effectiveness of the system and minimise the use of energy, it will decline as a whole so that by year 20 all of the columns will be between 15-20 years old and the energy effectiveness is likely to decline across the whole system. The PFI savings range from £46 in year 1 to £59 in year 25 (NPV). 

There is no evidence that a PFI contractor would be in a more favourable position than the local authority to obtain further reductions in energy costs.  Indeed, it should be noted that in medium to long run forecasts most economists are predicting higher energy costs for us all, regardless of the type of consumer. 

There is also a difference in the cost of risk with 5% added to the PFI model but 7.5% is added to the PSC.

Client Procurement costs: The PFI option includes a one-off client procurement cost of £250,000 in year 1. The real costs are likely to be substantially higher than this given the experience of PFI generally and street lighting projects specifically. The PSC model assumes retendering the service every five years at a cost of £75,000 for each tendering exercise (6 in total), giving a total cost over 25 years of £450,000. However, the length of contracts is increasing and it would be reasonable to assume a 10 year contract for the PSC model thus halving the cost to £225,000. There is ample evidence that overall client procurement costs would be lower under the PSC if a longer contract period was assumed.

Client monitoring costs: The monitoring costs for the PSC option are £1.75m over 25 years compared with £1.25m for the PFI model, a difference of £500,000. There appears to be little justification for this substantial differential. A rigorous client monitoring system is required for all options. On balance, there is likely to be little difference in costs. 

The Net Present Value (NPV) for the two models is as follows:


(£000)
PSC
56,749

PFI option
54,630


_______

Difference
+2,119

Difference in assumptions (Table 1)
-16,136


_______

In other words, although there is a difference of £2.1m between the two options making the PFI, in their terms, ‘value for money’, there are £16.1m worth of ‘savings’ and a higher risk allocation built into the PFI option compared to the PSC. 

The city council can only ‘prove’ value for money by building in over £16m of highly questionable ‘savings’ and ‘efficiencies’ for the PFI costings whilst assuming a worst case and no improvement in-house option.

These assumptions, coupled with what we believe to be an under-estimation of some PFI costs, is not far short of the PFI credits which the council is hoping to receive over the 25 years to help fund the PFI option. 

A publicly funded joint venture between the two authorities has not been costed but could be expected to produce significant economies of scale and increased purchasing power for capital works and energy costs. This would reduce even further or eliminate the gap even taking into account the PFI credits. 

The Sensitivity Analysis (page 51) shows that if the PFI capital, operational and energy cost savings are reduced, this has has a substantial effect on the project. The Sensitivity Analysis treats each of the cost savings separately. No attempt is made to show the impact of a combined reduction in the three areas.

The analysis shows that if the PFI capital cost savings are 10% rather than 20% this changes the viability of the project with the PFI option being more expensive than the PSC (PFI = £57.88m compared PSC £56.75m). By reducing the operational and energy cost savings to 10% and 7.5% respectively, the NPV payment in each case is adjusted upwards by £0.61m and £0.42m (without access to the financial model it cannot be assumed that these figures can totalled and added to the base PFI cost). However, there would clearly be a financial difference which would widen the gap between the PSC and the higher cost of the PFI option. The Sensitivity Analysis does not take into account the differences in risk allocation. Reducing the inbuilt advantages attributed to the PFI option would widen the viability gap even further.

It would appear that a decision has been made to proceed with a PFI option and the rest is window dressing in order to ‘prove’ the case for PFI.
Affordability

The current cost of the street lighting service is:

Repairs and maintenance

1,450,000

Energy

878,000



________

Total spending

£2,328,000

The Unitary payment (Newcastle OBC) is expected to be £4,205,000 per annum plus £50,000 annual client costs plus £250,000 contract procurement costs in year 1, giving an annual cost of £4,255,000 in all but the first year when the cost will be £4,505,000 in cash terms.

The Outline Business case assumes that the city council will receive £22.8m in PFI credits for the street lighting project phased over the contract period. The total cost of the PFI option over 25 years will be £106.6m with a net cost to the council of £64.7m. 

Revenue support (PFI credits) for the capital element of the scheme reduces over the contract period. This means that the city council must fund the increasing gap between the unitary charge for the service and existing budget provision plus the additional revenue support through PFI credits.

Section 3

Community safety and social benefits appraisal

Introduction

This section is in two parts. The first examines traffic accident data for Newcastle draws on research on the location of crime. The second part examines the community financial benefits claimed fir the street lighting project.

Street lighting and road accidents

The wider community benefits in the Newcastle OBC are based on a 20% accident reduction and the level of benefits are applied to 60% of streets relit to an improved standard in the first five years of the project. The OBC concedes that the standard of lighting along many main traffic routes is already at or close to BS5489 Category 2 levels and that the 20% reduction in accidents “broadly represents the potential for reducing night-time accidents on side and unclassified roads”. 

The city council uses a total average road accident figure of 296, reduces this by 60% to allow for the the percentage of street that will be relit in the first five years, assumes an average cost of £68,100 per accident and a 20% reduction in accidents as a result of improved street lighting.

We obtained and analysed a printout of road accidents in the hours of darkness between 1995-2000 from the city council’s Traffic Unit. This identified the class of road, whether street lights were present and lit, unlit or there was no street lighting or the street lighting was unknown. 

The Newcastle traffic accident data reveals three important points.

Firstly, 68% and 50% of night-time fatal and serious accidents respectively occur on A and AM roads in the city which are already lit to standard (Tables 3.1 and 3.2). 

Secondly, 52% of ‘slight’ accidents occur on A and AM class roads  (Tables 3.1 and 3.2).

Thirdly, there has been a decline in the total number of year accidents in the 1995-2000 period, with a significant reduction in the number of fatal and serious accidents.

Table 3.1: Accidents on different class of road in Newcastle (1995-2000)

_____________________________________________________________________________
Year



Class of road


A
AM
B
C
Estate
Unclassified
Total

_____________________________________________________________________________
1995
149
8
66
59
37
6
325


1996
159
11
55
46
34
7
312

1997
163
6
62
52
37
7
327

1998
133
9
57
36
39
6
280

1999
134
9
57
38
21
4
263

2000
150
7
53
45
36
7
298

_____________________________________________________________________________

Total
888
50
350
276
204
37
1805

_____________________________________________________________________________

Source: Traffic Unit, Newcastle City Council, 2001

Table 3.2: Road accidents in Newcastle between 1995-2000

_____________________________________________________________________________
Year
Fatal
Serious
Slight
Total


_____________________________________________________________________________

1995
9
64
252
325

1996
7
52
253
312

1997
4
51
272
327

1998
-
40
240
280

1999
3
35
225
263

2000
5
33
260
298

_____________________________________________________________________________

Total
28
275
1502
1805

_____________________________________________________________________________

Source: Traffic Unit, Newcastle City Council, 2001

Of the 1,805 road accidents in Newcastle in the six year period between 1995-2000, some 16.8% were in the fatal or serious category with the remainder (1,502 or 83.2%) in the ‘slight’ category. Table 3.3 identifies the fatal and serious accidents by road classification. 

Table 3.3: Category of road accidents in hours of darkness in Newcastle by class of road (1995-2000)

_____________________________________________________________________________
Class of road
Fatal
Serious
Slight
Total


_____________________________________________________________________________

A
18
134
736
888

A (M)
1
4
45
50

B
1
56
293
350

C
7
48
221
276

Estate
1
26
177
204

Unclassified
-
7
30
37 

_____________________________________________________________________________

Total
28
275
1502
1805

_____________________________________________________________________________
Source: Traffic Unit, Newcastle City Council, 2001

Table 3.4 identifies the fatal and serious road accidents in Newcastle where no street lighting or street lights were present but unlit between 1995 and 2000.

This identified two key findings:

Firstly, only 1 of the 28 (3.6%) fatal road accidents in the 1995-2000 period occurred where there was no street lighting.

Secondly, only 32 out of the 275 (11.6%) serious road accidents in the same six year period occurred where street lighting was present but unlit or where there was no street lighting.

This evidence does not indicate that street was either a factor in these accidents nor whether the quality of street lighting was, or was not, a factor in the bulk of accidents. 

However, it does reveal that 96.4% of fatal accidents and 88.4% of serious road accidents occur on roads where there street lights are present and lit. There are many factors which cause accidents including excessive speed, careless driving and alcohol in addition to road and lighting conditions.

Table 3.4: Fatal and serious accidents in Newcastle where no street lighting or street lights present but unlit (1995-2000)

_____________________________________________________________________________

Class of road

No street lighting

Street lights present but unlit


Fatal
Serious
   
 Fatal
Serious

_____________________________________________________________________________

A
1
3

-
12

AM
-
-

-
1

B
-
-

-
4


C
-
3

-
5

Estate
-
-

-
2

d
-
-

-
2

_____________________________________________________________________________

Total
1
6

0
26

_____________________________________________________________________________

Source: Traffic Unit, Newcastle City Council, 2001

There were 29 cases of fatal and serious accidents where the condition of street lighting was classified ‘unknown’ in the data.

Justification of the project in reducing crime and disorder

The joint OBC refers to the Crime and Disorder Reduction Strategy which both councils are working in partnership with Northumbria Police and other organisations. The report cites the initial priorities for street lighting improvements as being:

“* better lighting to complement CCTV schemes;

* lighting unlit back lanes which are a recognised source of fear of crime;

* taking forward lighting improvement in high crime areas and as an integrated element in regeneration schemes to bring new life and vigour to run down areas and to encourage inward investment.”

Whilst these are important objectives, they can be achieved without the complete renewal of the street lighting system in the city. These objectives could equally be achieved by much smaller targeted street lighting improvements at a fraction of the cost of the PFI project. Whilst the PFI project would also achieve these objectives, it is false to try to justify the project on these grounds when they could be achieved at much lower cost with an entirely different option.

There can be little argument that street lighting can help in crime control. The OBC states that improved street lighting offers “a rapid, straightforward and effective way of creating a safer night-time environment........achieving real and sustained reductions in night-time road accidents, night-time crime and fear of crime.”

However, this needs to kept in perspective:


“The sensible question is no longer whether lighting is relevant to crime 


reduction, but is rather how one can identify the circumstances and settings in 

which it is most helpful and most economic in relation to impact, and how one 

should use lighting in combination with other measures so as to optimise its 

effect” (Prof Ken Pease, Lighting and Crime).
Street lighting and crime

Crime such burglary, theft, assault and robbery is not even across a city but is concentrated in particular areas. We sought more detailed information on the pattern of crime in Newcastle from Northumbria Police but this has not been forthcoming at the time of writing. 

An example of the cocentration of crime is provided by a Home Office Police Research Services report in 1999, Preventing Residential Burglary in Cambridge, which showed that residential burglary is concentrated in certain wards. The four highest ranking wards accounted for half of all burglaries in Cambridge for 1993. The study collected data by ward between 1993-96 and also examined ‘hot spots’, repeat rates and included interviews with offenders. The study also examined a number of projects aimed at potential victims, potential capable guardians and potential offenders. Street lighting not part of a series of projects implemented by the Domestic Burglary Task Force.

The evaluation showed that total burglaries reduced in the targeted wards but the results also “showed that burglary reduced generally by the same or greater amounts in the City as a whole, and in the various comparison areas, over the same period of time.” - The report also concluded that“the most likely causes of this reduction were wider developments in policing during the programme period (1994-97) and economic and social factors that were affecting property crime generally.”

The concentration of crime bring into question the assumption in the OBC that a blanket 20% reduction in crime can be gained in 60% of the city where there is an improvement in street lighting.

Dudley and Stoke studies

Two studies by Painter and Farrington, Institute of Criminology, University of Cambridge, in Dudley and Stoke demonstrated that the incidence of crime in areas which had improved street lighting reduced compared to control areas where there was no change to the level of street lighting. The Newcastle OBC refers to this research but draws unsustainable conclusions from these studies.

The Dudley study, based on two areas of between 1,200 -1,300 dwellings, found that the incidence of crime in the improved lighting area fell by 41% in contrast to a 15% reduction in the comparison area. The proportion of people victimised in the area fell by 23% compared to a 3% reduction in the comparison area.

The Stoke study area was significantly smaller covering just 365 properties but had two comparison areas, one adjacent and another further away and physically separated from the improved lighting area. The incidence of crime fell by 43% in the improved lighting area, by 45% in the adjacent area and by only 2% in the non-adjacent area.

However, it is not clear that improving the lighting of an entire city or large parts of it will necessarily result in the same level of crime reduction as that achieved in improving a small area. The joint OBC assumes that improved street lighting alone will permanently reduce crime by 20% in the sixty percent of Newcastle and North Tyneside where street lighting will be improved. 

This assumption is challenged on the grounds that: 

- there is no evidence to support the assumption of a 20% decrease in crime over such a large area given the concentrated pattern of crime in the city;  

- there is no evidence that the reduction in crime will be permanent. It may be temporary with reduced crime levels for say 5 or 10 years with the effect of improved lighting ‘wearing off’ over time;

- some crime may transfer over the river to Gateshead and South Tyneside; 

- street lighting is only one factor - security of property, CCTV, reporting of crime to the police, detection, sentencing are also important factors which determine levels of crime.


“The changes in crime concentration in Dudley and Stoke suggest that lighting 

may have its greatest effect in small areas. Economy and the avoidance of light 

pollution, along with the need to optimise crime control efforts, argue for a more 

reasoned, and possibly more selective approach to lighting.”


(Lighting and Crime, Prof Ken Pease)


“Lighting is only one element in the armoury of situational reduction, and does 

not merit any special consideration because of its recent neglect. It does deserve, 

however, consideration as one more tool, to be used with intelligence and 


possibly in combination with other methods, in the perpetual ‘arms race’ between 
the resourceful criminal and the resourceful preventer of crime.”


(Lighting and Crime, Prof Ken Pease)

Cost benefit analysis

Both the Newcastle and the joint OBC calculate the level of community benefit arising from the street lighting project by taking the average national cost of an injury accident, the average number of night time accidents per annum, a 20% accident reduction because of improved street lighting and assumes that 60% of the city is relit in the first five years of the project. The analysis assumes that the street lighting benefits come on stream progressively during the first five years of the project and continue through the project period of 25 years. The community benefit from a reduction in road accidents, calculated in Net Present Value terms, is calculated to be £26.6m (£2.4m per annum) in Newcastle or £40m (£3.6m) for the joint OBC.

To be consistent we have focused on the community benefits claimed for Newcastle. It should also be noted that the community benefit is not a ‘saving’ to the city council but to the community as a whole, including personal loss, NHS cost and so on.

The OBC takes the average DTLR highways cost per accident data as £68,100 (June 2001 price levels) but this grossly exaggerates the claimed benefits because account has not been taken of the high proportion of fatal or serious accidents on A and AM class roads which will not generally be affected by the project as they are already at or close to required lighting standard. 

There is a wide variation in the cost of accidents depending on whether they are fatal, serious or slight and depending on the class of road on which they occur (Table 3.1). The average cost in a particular city will depend on the record of night time road accidents and the class of roads. 

Table 3.5:  The average value of prevention per accident by severity and class of road in the hours of darkness

_____________________________________________________________________________



Road class

Accident severity
Urban
Motorway

_____________________________________________________________________________

Fatal
£1,197,230
1,340,090

Serious
142,690
165,460

Slight
14,070
19,270

_____________________________________________________________________________

Source: Highways Economics Note No 1, DETR, 1999.

We calculated the average cost per accident using the annual average of road accidents during hours of darkness in Newcastle 1995-2000, the basis of the Newcastle OBC calculations) and applying the DTLR 1999 data, the cost is £48,308. Making allowance for the fatal and serious accidents on A and AM roads already lit to standard, the cost reduces to an average £29,474 (1999 costs). This figure, even allowing for inflation for the two year difference in the data, is about 54% less than the cost used in the city councils calculations. Using the national average cost per accident has the effect of inflating the community benefit claimed for the project. We estimate the community benefit should be more realistically assumed to be about £12m over 25 years. 

The overall community benefit figure is based on the assumption that the benefit of improved street lighting last for 25 years and there is no decline in quality or level of service throughout this period. There is scant evidence In the history of contracting out of public services to support this proposition.

A similar approach is used to calculate the community benefit of reduced crime. The average number of different categories of crime in Newcastle for the 1995-2000 period forms together with the unit cost of different categories of crime supplied by the Institute of Criminology the basis of the calculation. The latter range from £2,200 for burglary to £292 for cycle theft (excluding criminal justice costs). A 20% reduction is crime assumed for 60% of the city which will have improved lighting. On this basis the community benefit is estimated to be £37.8m (£2.4m per annum) in Newcastle or £50m (£4.5m per annum) for the joint project in Net Present Value terms over the 25 year period.

However, these figures are entirely dependent on the benefits continuing for 25 years, yet there is not a shred of evidence which supports this assumption. Research in a small area has shown that improved street lighting will reduce crime but there is no evidence that supports extending the benefits achieved in small areas to 60% of the city. More importantly, there is no evidence which supports extending the initial benefits over 25 years. In terms of crime reduction and good practice social and economic auditing, this is simplistic in the extreme.

Sensitivity tests

The Newcastle OBC ‘tests’ the assumptions on community benefits by producing figures for 10%, 15% and 25% reductions in road accidents and crime reductions addition to the 20% used in the analysis. The idea that the benefits could be even higher at 25% is not credible. The evidence above indicates that even a 10% reduction extending over 25 years is not sustainable. We can only conclude that the community benefits have been grossly inflated.

The OBC refers to street lighting investment “generating wider community benefits”. Of course this form of investment will create community benefit but so will investment in other parts of the urban infrastructure and public services. The city council has exaggerated the community benefits on street lighting in order to give the project credibility when it has failed to show that similar investment in other services could have a much larger and sustainable community benefit in meeting corporate priorities. 

Reducing inequalities in crime and disorder

Improved street lighting could make a contribution to reducing inequalities in crime and disorder. However, the OBC does not attempt to identify the geographic impact nor the potential benefits for different groups such as the elderly, women, young people and children.

No evidence is provided to demonstrate the extent to which inequalities will be reduced by the PFI project.

Section 4

Conclusions and recommendations

The city council has not proved value for money for the street lighting PFI scheme. The project is economically unsound because it is based on a series of large cost efficiencies and savings which we do not believe are achievable or sustainable.

The community benefits have been grossly exaggerated in an attempt to bolster support for the project. There is no evidence from research which shows that either the crime or road accident reduction assumptions are likely to be achieved over 25 years.

The street lighting PFI project is not a short term policy to remedy a temporary problem but permanent privatisation. Once the PFI option is implemented the likelihood of the city council being in a position to reverse to in-house provision in twenty five years time is virtually nil.

Recommendations

1. The city council should immediately withdraw the project irrespective of whether it has obtained government approval or not.

2. It should investigate the potential for a joint public sector project with North 

Tyneside. This option could include an agreement or joint venture with a street lighting manufacturer.

3. The city council should immediately draw up a code of information disclosure which ensures that draft reports and projects proposals are released to trade unions and user organisations so that they have adequate time to comment and contribute to the planning and decision making process.

4. The trade unions from the two local authorities should be invited to become members of the joint street lighting working group. 
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