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Section A

Answer all questions.
Full steam ahead for UK train operators?

In the 1980s and 1990s UK governments increased the role of the private sector, through policies
such as privatisation and deregulation. These were key policy weapons in making public transport
alternatives such as buses and trains more attractive to road users.

The 1990s saw the privatisation of British Rail. The first franchises were awarded to private train
operating companies (T.O.C.s) in 1994. The impact of this change continues to be much debated
by economists. However, the overall growth in demand for rail travel is beyond doubt, as the
following article highlights.

‘Demand for rail travel returns to pre-recession levels’

A significant increase in demand for rail travel has seen a return to growth in passenger journeys
not witnessed since before the recession. As Fig. 1 shows, the fourth quarter of 2009 marked a
turning point when passenger journeys once again began to grow. Overall, there are now over a
billion passenger journeys made on the railways every year, a rise of 60% since privatisation in the
mid 1990s.

Michael Roberts, Chief Executive of the Association of Train Operating Companies (A.T.O.C.),
said, “The strong growth in passenger journeys that we have seen is hugely encouraging, both
for the railway industry and for the broader economy. Passenger rail underpins economic growth,
supporting thousands of industries and helping millions of people to get to work. Whilst the
recession may have had a short term impact on growth, demand for rail travel is expected to
double over the next 20 years, underlining the vital importance of long term investment in rolling
stock and improvements to the network.”

Fig. 1: Quarterly growth in rail passenger journeys (%)

2008: Quarter 1 4.4
Quarter 2 4.1
Quarter 3 2.1
Quarter 4 -0.6

2009: Quarter 1 -0.6
Quarter 2 -3.3
Quarter 3 -0.7
Quarter 4 4.4

2010: Quarter 1 6.1
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1 (a) Using Fig. 1,

(i) describe the change in rail passenger journeys between Quarter 1 and Quarter 3 in
2008;

(ii) state and explain two possible reasons for changes in demand for rail passenger
journeys between Quarter 1 and Quarter 3 in 2008.
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(b) (i) Define the term ‘positive externality’.

(ii) Identify one possible positive externality which could occur from increased investment in
the railway network. Explain why this is a positive externality.
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(ii) Comment on the extent to which the UK train passenger market is contestable.
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(d) Discuss whether or not rail privatisation has been beneficial to the economy.
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Section A Total: [25 marks]
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Section B

Answer one question.

Analyse the main characteristics of an oligopolistic market. [15]

Discuss whether or not increased competition in transport markets will increase economic
efficiency. [20]

Analyse the reasons why there has been a growth in car use in recent years. [15]

Discuss whether road user charging would be an effective way of reducing the market failure
caused by road congestion. [20]

Analyse what is meant by a sustainable transport policy. Use examples in your answer. [15]

Discuss the extent to which some modes of transport are more sustainable than others. [20]

Section B Total: [35 marks]

Paper Total: [60 marks]



Section B
Question No. ............

Start your answer to part (a) here
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Start your answer to part (b) here
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Additional answer space. If you use this space, please number your answers carefully.
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