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1. Personal Statement 

1.1. My name is John Siraut, Divisional Director of Economics and Head 

of Discipline at Jacobs, a multi-disciplinary consultancy. I have over 

30 years’ experience working in both Government and the private 

sector covering economic policy, regeneration, local economic 

development, inward investment, tourism and transport. 

1.2. I have been responsible for the economic appraisal including the wider 

economic impact assessment for the proposed Scheme. I have been 

supported by a team of economists and transport planners and I adopt 

their work as my own. 

1.3. The evidence which I have prepared and provide in this Summary 

Proof of Evidence is true and I confirm that the opinions expressed are 

my true and professional opinions. 

1.4. My Statement covers the economic context and economic appraisal 

for the proposed Scheme. 

2. Policy and Guidance 

Background 

2.1. The economic impacts of transport investment are context specific and 

are an integral part of the economic appraisal. The A465 is a key 

transport link in Wales. It serves communities at the ‘Heads of the 

Valleys’, providing access to employment over a wide area for 

commuters and job seekers to strategically important employment 

sites as well as access to key services including education and health 

facilities.  

2.2. The Heads of the Valleys is a former coalfield, steel and heavy 

industry area which experiences concentrations of economic 

deprivation which are linked, in part, to peripherality and poor 
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connectivity. It was a designated Strategic Regeneration Area and 

includes the towns of Hirwaun, Aberdare, Merthyr Tydfil, Rhymney, 

Ebbw Vale, Tredegar, and Brynmawr. Hirwaun was also designated 

as a Strategic Opportunity Area in the Wales Spatial Plan and there is 

an Enterprise Zone in Ebbw Vale.  

2.3. The Our Valleys, Our Future Delivery Plan (DD 6.4.134) published in 

November 2017 identifies the importance of the transport 

infrastructure improvements and job creation that would be provided 

by the Scheme to delivering its priority areas of good quality jobs and 

skills, better public services and improvements in local communities. 

2.4. Poor connectivity is a longstanding issue for the Heads of the Valley 

area not only to links with other parts of Wales and the UK, but also 

the quality of access within the Heads of the Valley area itself.  

2.5. The overarching objectives of the proposed Scheme are:  

 To facilitate economic regeneration of the Heads of the Valleys 

Area by improving accessibility, reducing journey time and 

improving journey time reliability, and  

 To strengthen resilience on the A465 by improving standards 

and enhancing road safety. 

Economic Appraisal Guidance  

2.6. Guidance for undertaking economic assessments of transport 

schemes is provided in the Welsh Transport Appraisal Guidance 

“WelTAG” (DD 6.1.3). This in turn refers to the Department for 

Transport’s Transport Appraisal Guidance (TAG) (DD 6.4.109). Both 

of these sets of guidance have been used to develop the economic 

assessment of the proposed Scheme. 
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2.7. The economic assessment of the proposed Scheme consists of 

examining the costs and benefits of the A465 Sections 5 and 6 and 

the Aberdare bypass extension, also known as the Cynon Valley 

Gateway (CVG) (Aberdare Bypass). The CVG scheme is currently 

being developed by Rhondda Cynon Taf County Borough Council, but 

has not yet formally progressed to a planning application. The design 

is being progressed with support from both Welsh Government and 

the local council who recognise its potential for re-generation of the 

local economy through improved accessibility. In view of this the 

Scheme is viewed as being ‘more than likely’ for the 2037 forecast 

scenario, and the 2037 Core do-something scenario includes that 

Scheme in line with TAG Unit M4 (DD 6.4.120). 

3. Approach Taken to Economic Appraisal  

3.1. The economic assessment is principally based on the outputs of traffic 

models which predict the movement of people and vehicles in the Do 

Minimum (DM) and Do Something (DS) scenarios (that is, without and 

with the proposed Scheme) based on a range of standard parameters. 

It mainly involves the determination of the costs and benefits of the 

proposed Scheme to users using traffic flows and speeds obtained 

from the traffic model to derive changes in travel time and vehicle 

operating costs. 

4. Estimation of Costs 

Overview 

4.1. Two categories of cost have been analysed in accordance to TAG Unit 

A1.2 (DD 6.4.111):  

 Investment costs: predominantly construction, land, 

preparation and supervision costs.  
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 Operating costs: routine non- traffic related maintenance costs.  

Investment costs 

4.2. The costs used come from the Order of Cost Estimate Revision W0 

(April 2017) (DD 6.2.36). Inflation during the construction period has 

been estimated using the Building Cost Information Service index to 

estimate outturn costs. A quantitative risk assessment (QRA) 

workshop was held and identified that the P50 risk exposure value is 

£27.1m. Optimism bias of 12% was included in the estimation of cost 

calculations.  

Operating costs 

4.3. The costs used are marginal operating costs, which represent the 

difference in costs between maintenance that would be required 

without the proposed Scheme, and the new expected maintenance 

costs with the proposed Scheme. Major maintenance costs by year 

and an annual schedule of DM and DS maintenance costs have been 

estimated including a 10% risk and a 12% optimism bias allowance.  

Present value of costs 

4.4. To estimate the present value of costs (PVC), the outturn costs have 

been converted to 2010 prices using the GDP-deflator and discounted 

following TAG Unit A1.1 guidelines (DD 6.4.110). All the costs were 

uplifted by 19% (indirect tax correction factor) to present them in 

market prices unit of account consistent with the rest of the appraisal. 

Table 1 shows the summary of the discounted prices.  
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Table 1: Summary of discounted scheme costs - investment, £m, 2010 market prices 

 Cost £m 

Operating (Maintenance) Costs  £13.5 

Construction Costs (incl. preparation, 
supervision and Statutory Undertaker 
Diversions) 

£363.3 

Land acquisitions and claims £17.8 

Total, PVC (Broad Transport Budget) £394.7 

 

5. Appraisal Summary 

Appraisal period 

5.1. As specified in guidance a 60-year appraisal period was used from 

Scheme opening year of 2022 therefore providing a final appraisal 

year of 2081. The traffic model provides growth in traffic between the 

opening year (2022) and the design years (2037). Traffic levels are 

assumed to grow in line with the car trip growth factors published in 

TEMPro7.2 (DD 5.1.32) up to 2049 (the year when the upgraded A465 

is expected to reach capacity again).  

Travel time savings and vehicle operating costs results 

5.2. The proposed Scheme is expected to bring travel time saving for most 

trips, the largest savings being for trips that travel the full extent of the 

proposed Scheme. There are a number of trips that would have a 

small increase in travel time, this is due primarily to junction closures.  

5.3. Table  shows the monetised benefits in terms of journey time 

improvement and vehicle operating costs (VOC), by journey purpose.  
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Table 2: Benefits (time + VOC) by journey purpose, £m 

Journey purpose 
£m % 

Business £134 43% 

Commuting £91 29% 

Other £89 28% 

Total £313 100% 

Reliability results 

5.4. Through the reduction in accidents on the A465 due to the proposed 

Scheme, it is estimated that there would be savings of £1.09m present 

value discounted over the appraisal period. Through the reduction in 

delays using the A465 as an alternative route in the event of incidents 

occurring on the M4, it estimated that there would be savings of £0.48m 

present value discounted over the appraisal period. 

Accidents results 

5.5. An assessment has been made of the number of accidents and their 

associated costs with and without the proposed Scheme. The total 

accident benefits from the proposed Scheme would be £33.4m 

present value discounted over the appraisal period. 

Results of delays during construction and future maintenance 

5.6. The results of the two separate assessments for the maintenance of 

road surfacing and structures were obtained by subtracting the DM 

total maintenance value from the DS total maintenance value.  
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5.7. User delay costs of £14.5m are expected from the construction of the 

proposed Scheme due to reduced speed limit and lane widths, and 

lane closures as part of the traffic management plan. 

5.8. Total user delay savings of £7.6m are expected as a result of the future 

maintenance requirements for the proposed Scheme. Without the 

proposed Scheme, it is likely that significant maintenance would be 

required sooner, which would cause delays to traffic.  

Greenhouse gasses results 

5.9. Greenhouse gasses monetised values were derived using the 

standard environmental spreadsheets following relevant TAG. The net 

impact is estimated to be -£13.1m present value discounted over the 

appraisal period. 

Air quality results 

5.10. The percentage increase in NOx emissions with the Scheme for 

opening and forecast years is 10% and 17% respectively (rounded to 

the nearest whole number). As a result of the Scheme, monetisation 

of the air quality impacts results in a negative present value of change 

in NOx emissions and PM10 concentrations estimated at -£8.25m 

present value discounted over the appraisal period. 

Noise results 

5.11. Some residential properties are likely to experience a small increase 

in operational traffic noise and some a reduction because of new 

mitigation measures. The monetised noise impacts are estimated to 

be -£9m present value discounted over the appraisal period. 
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Flood risk results 

5.12. The proposed Scheme is expected to reduce flooding risk for over 650 

properties in the 1:100-year flood event. The resultant property flood 

benefits (avoided damages) are estimated to be £0.7m present value 

discounted over the appraisal period.   

Cycling benefits 

5.13. As a result of the proposed improvements cyclists could travel along 

the study area via a safer and shorter route (circa 3km shorter), 

providing time savings to the users of £1m.  

5.14. The same assumptions were used to estimate health benefits due to 

increased physical activity. These benefits were calculated at £271k 

using the World Health Organisation Health Economic Assessment 

Tool (WHO-HEAT) and applying population growth sourced from 

DfT’s TAG Data book (July 2017) (DD 6.4.136).  

Initial BCR 

5.15. The results of the economic appraisal for the core scenario are 

summarised in Table 3.  
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Table 3: Initial benefits and costs £m 

  

Costs/benefits 

£m 

Core 

Consumer 

commuting user 

benefits 

Travel time £115.3 

VOC -£23.9 

Construction/maintenance 

delays -£1.3 

Reliability £0.5 

Net benefits £90.5 

Consumer 

other user 

benefits 

Travel time £147.0 

VOC -£57.7 

Construction/maintenance 

delays -£3.3 

Reliability £0.4 

Net benefits £86.4 

Consumer 

business 

user 

benefits 

Travel time £145.3 

VOC -£11.6 

Construction/maintenance 

delays -£2.3 

Reliability £0.8 
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Developer contributions £0.0 

Net benefits £132.1 

Accidents benefits £33.4 

Indirect tax revenues £61.2 

Noise -£9.0 

Air quality -£8.3 

Greenhouse gases (carbon) -£13.1 

Physical activity £0.3 

Flood risk £0.7 

Total Initial PVB (£m) £374.3 

Operating costs £13.5 

Investment costs  £381.1 

Developer contributions £0.0 

Total PVC (£m) £394.7 

Initial Net present value (NPV) -£20.4 

Initial Benefits to cost ratio (BCR) 0.95 

 

5.16. Note: All monetary values are discounted to 2010 and are in 2010 

market price unit of account. 
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6. Wider Impacts 

Wider Economic Impacts 

6.1. These are economic impacts additional to transport user benefits. This 

analysis recognises that transport schemes are likely to have impacts 

not only in the transport market but also in the labour, product and land 

markets.  

Agglomeration 

6.2. Firms derive productivity benefits from being close to one another and 

from access to larger and deeper labour markets. The agglomeration 

impact estimates the effect that the proposed Scheme would have by 

bringing firms closer together and closer to their potential workforce. 

Output change in imperfectly competitive markets 

6.3. Time savings to businesses translate into costs savings and this is 

expected to increase output when operating in imperfectly competitive 

markets which enable companies to make decisions based on 

margins. As outlined in TAG A2.1 (DD 6.4.113), this output increase 

is equivalent to 10% of the total user impacts for business users.  

Tax revenues arising from labour market impacts 

6.4. This assessment estimates the change in taxes accrued by the 

Exchequer as a result of people deciding to go in or out of work due 

to changes to the cost of commuting. Table 4 presents a summary of 

the monetised effects outlined above.  
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Table 4: Wider impacts 

Wider Impact Central case estimates 
(2010 prices, 
discounted) £m 

Agglomeration 53.8 

Output change in imperfectly 
competitive markets 

13.2 

Tax revenues arising from labour 
market impacts 

3.2 

Total wider impacts 70.2 

 
 
Adjusted benefit-cost ratio and net present value 

6.5. The appraisal guidance recognises the importance of additional 

quantifiable benefits and encourages the estimation of an adjusted 

BCR to evaluate their contribution to the value for money analysis. 

Table 5 shows an adjusted BCR which takes into account all the 

benefits that have been assessed for this proposed Scheme and that 

it returns an adjusted BCR of 1.1 and NPV of £49.9m.  

Table 5: Adjusted BCR and NPV 

  Present values (2010 
prices) £m 

Standard 
benefits 

Total PVB 374.3 

Additional 
benefits 

Total wider impacts 70.2 

Adjusted total PVB 444.5 

Costs Total PVC 394.7 

Adjusted BCR 1.1 

Adjusted NPV 49.9 
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7. Social Impacts and Benefits 

Social inclusion 

7.1. A contributor to social exclusion is ‘transport poverty’. People with poor 

accessibility increasingly find themselves cut off from access to work, 

shops, and health and other services. This isolation often compounds 

the difficulties of poor communities. The proposed Scheme would 

improve access to jobs, employment opportunities and key services 

for all, by reducing the barriers to work associated with access to 

transport.  

7.2. In terms of improved accessibility to employment opportunities the 

proposed Scheme provides clear benefits with an increase of 27% in 

the number of working age people accessible from Merthyr within 30 

minutes and 2.6% from Hirwaun as shown in Error! Reference 

source not found. 

Table 6: Change in number of people of working age accessible within 30 minutes with the proposed 

Scheme 2037 

Jobs in 

30minutes 

Without the 

proposed 

Scheme 

With the 

proposed 

Scheme 

Improvement % 

Merthyr 

Tydfil 112,000 142,000 

27.2% 

Hirwaun 190,000 195,000 2.6% 

 

 

 

 

 



  A465 Sections 5&6 – Dowlais Top to Hirwaun 
  Summary Proof of Evidence – Economics 

John Siraut / March 2018   14 of 17 

 

 

8. Community Benefits 

Overview 

8.1. The A465 improvements to date, particularly Sections 2 and 3, have 

been/are being highly successful in delivering substantial community 

benefits during construction. Requirements to deliver at least the level 

of benefits achieved on Sections 2 and 3 would be included in the 

contract for the construction of Sections 5 and 6.  

8.2. The key community benefits quantified in this analysis are 

employment, including targeted recruitment and training opportunities, 

and supply chain initiatives.  

Employment  

8.3. The estimated spend on labour during the construction of the 

proposed Scheme is £83.2m. Of this figure 89%, or £74.1m is 

predicted to be spent on workers who live in Wales. 

8.4. The Welsh Community measure tool (DD 5.3.5) estimates that 716 of 

the employees would have been previously unemployed for, on 

average, 21 weeks. This represents a potential savings to the Welsh 

Government of over £1m in reduced unemployment benefits 

payments.  

Supply chain 

8.5. The estimated amount of money to be spent on goods, services, and 

overheads during construction is £298m. Of this, 82%, or £243m is 

expected to be spent with businesses based in Wales. Of this figure, 

54%, or £130m, is expected to be spent with small and medium 

enterprises (SMEs). 
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Multiplier effect 

8.6. Spending on local employment and local sub-contractors would have 

a knock-on (or multiplier) effect on the local economy. This occurs 

when those employed or contracted by the proposed Scheme spend 

their earnings on other goods or services. The Welsh local multiplier 

is estimated at 1.83, that is, for every £1 spent on construction of these 

sections, £1.83 would be reinvested in the Welsh economy. Using the 

multiplier methodology this construction project is expected to result 

in £580m of GVA generated for Wales and £698m of GVA generated 

for the UK through the delivery of this project.  

9. Conclusions 

9.1. The Welsh Government’s commitment to the proposed Scheme is 

well established. The Heads of the Valley corridor is subject to high 

levels of deprivation, low employment rates, a poorly qualified 

workforce and a lack of private investment. The importance of the 

proposed Scheme to the economic and social regeneration of the 

area is clearly recognised in national and local policies and 

strategies. 

9.2. The economic case for a proposed Scheme comprises not only the 

direct economic benefits, but the indirect wider benefits, social and 

community benefits which are of equal importance, particularly in an 

area of high deprivation such as the Heads of the Valleys.  

9.3. A value for money assessment undertaken following WelTAG, based 

on the direct economic benefits, gives an expected economic return 

from the investment or initial NPV of -£20.4m and an initial BCR of 

0.95. The adjusted BCR which takes into account all the estimated 
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wider economic benefits, returns an adjusted BCR of 1.1 and NPV of 

£49.9m. 

9.4. The main economic impacts of the proposed Scheme are outlined 

below: 

 Travel time savings, in particular business users;  

 Reduction in the number of fatalities by 11, and the number of 

serious casualties by 102, over the 60-year appraisal period;  

 Reliability would improve for users of the A465 due to reduced 

accident rates;  

 Reduction in flooding risk and resulting benefits of reduced 

damage to property; and 

 Cycling benefits in the way of journey time improvements and 

health benefits.  

9.5. In addition, the proposed Scheme is envisaged to deliver social and 

community benefits. A465 Sections 1-4 have been/are being highly 

successful in delivering social and community benefits including 

bringing: 

 extensive training and job opportunities into this area of high 

unemployment and low attainment levels, leaving a legacy of 

skills improving long term employability; 

 high level of community engagement including schools and 

colleges raising awareness of career and achievement 

opportunities leaving a legacy of potential improved motivation 

and attainment levels;  

 Opportunities for businesses and suppliers throughout Wales; 

and  
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 Improved safety and accessibility for businesses, tourists, local 

communities and non-motorised users, improved gateway and 

perception of the area contributing to increased interest from 

inward investors, developers and tourists as evidenced by 

interviews with stakeholders. 

9.6. Construction of the Proposed Scheme would extend these benefits 

into the local communities of Caerphilly, Merthyr Tydfil and Rhondda 

Cynon Taf. 


