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FOREWORD -

This Occasional Paper is publishad at a time when the now government is
rmmngilspmicyrmummmwmwummmﬁm It review the
hdusuyah'mdwmaIMhimwmumlmmmmbem
the major facior in the conlinuing decline of bus usage. Dedline has been causad
mnﬁpnﬂrbﬂunnwﬂmhwmuﬁp.mﬂmﬂymulﬂmﬁmd
M&MdﬂimmmwaﬂMummmﬁrﬁmthm
palterns which havae encouraged car usa.

The Paper argues for fundamental review of these issues if the fall in bus use is to
be reversed. Neverheless, in this contesxdt re-regulation is seen as capable of
mm_anmmNMonmmﬂym,mmhhgm
satisfaction and encouraging a more motivated and suitably rewarded workdorca -
applying in practice the concept of *stakeholding’ strassed by Tony Blair before he
becama Prime Minister.

mpwmmumhmmmwmwm'mw
partnerhsips’ as options for re-regulation. It concludes by emphasising the merits
of "Negotiated Franchises’ or "Long-term Quality Partnerships’ as the vast way
forward for the bus indusiry and bus users. It will ba interesting to sea how far the
results of tha present consultation on integrated transport policies follow through
the conclusions of David Begg and Colin Smith. The status gho has already
marﬂﬂhamﬁnﬁuwmﬂmm&ﬁmmmm
disadvaniages of over-rigid regulation.

Tom Hart, 10 Oclober 1997

SECTION 1
INTRODUCTION

Tha cbjectva of this paper is 1o analyse the impact the 1985 Transport Act has had
en the bus Industry in the UK: specifically how the four stakehciders [passengers,
companias, amgioyees and local authonties] have bean elfacted.

Tha policy oplions svaliable to the new Labour Govemnment If thay are 1o achlsve
their objective of reversing the decline in palronage will be examined and
recommaendations made on legislative change that ks required.
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IHE 1985 TRANSPORT ACT - 12 YEARS ON

The protagonists in the debate over the effectivencss of tha 1985 Transpor Act
remain divided as o whathar it has been banaficial of nol. In many instances this s
seen in lerms of the bus industry and only occasionally in the contaxt of the overal
allocation of Emited national resourcas, and regrattably =till lass in tha conlext of a
major area of economic and social Policy at the hearl of how the country is
expacied to function.

In economic terms in tha 12 years which have elapsad throe lsues have been
bdanilified.

+ demand has decreased (as expressed in number of passengers using the
service

= supply has increased (as demonstraled by the number of wehicle kilomalers
avallable for potential passengers 1o use)

+ the structure of the indusiry was fragmented and then rapidly consolidated, with
this trend still continuing. A

Although demand for bus transpodt has declined it ks still by far the dominant public
transport mode, In 1995/08 6.6 bilion passenger joumeoys wend made on public
transpont in the UK, of which over 5 billion were by bus end coach, (see Graph on
paga 4), The decline in patronage has baen lass in Scotland [18%] sinca bus de-
regulation was introduced than the UK [23%] or 24% if London Is excluded.

It is not within the scope of this paper to ecplore in detall the reasons for a kower
rate of bus dechne in Scotland, Parl of the explanation seems (0 be related to kower
fares and migher local authorty suppon than in England (see p 8) bul lower car
gwnership (intluding second cars) in Scotland and the more compact and lown
cenire onented structure of Scolttish lowns may also be conlibutory faciors. It is
mummmumw:mmmmﬂm‘nnhmmm
record for bus patronage remaing better than either in Scotiand or England outside
Lendon.

The rate of decline is 3% per year compound, influenced by faciors extemal to the
indusiry. These include the relentiess growth in car ownership, changes in land use
patlems such as lower houting densites in suburban residential areas and oul of
town shopping, structural changes in the labour markel, and in wban areas the
withdrawal of fres concession fare schames 1o senior clizens and othar groups.

Othar factors such a2 an increasa in the level of fares above the RP1, an erosion of
customer confidence by the frequent changes to senvices after dereguiation and
confusion over publicity and the porcoption of a lack of stabilty in sorvica provision
as operators cami Iﬂh‘fﬂivﬂlm@ﬁhﬂﬂh{mlm aRviFONMen! also
contributed.

The!
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Tha rale of reduction over the period is now back down to “The historical rend™ g
approx. 3% p.a. now Lhe immediate dislocation effects 6f deregulation noled above
have become slandard in the operaling syslem. Tolal passenger ligures (excluding
London) for the years 1993/84, 1894/5 and 1895/8 show a diop of 2.8%, 0.5% and
2.3% respectivaly, indicaling a slowing of the rale of passenger deckne.

The supply of services has increased, initially immadiately following denegulation
wfmmlmmmmavhwbhﬂﬁnthiiwm-mmm.
New compelitive services mimored exisling ones so although these was an increase
in ehoice, often accompanied by price reductions, thare were relatively few new

opposed 10 copy cal servicos, which were overwhelmingly minibus operated.

The continuing and rapid rale of change within the industyy has undoubledly
contributed 10 2 stale of instability and a general insecurity. This has been reflecled
in the patiemn of investment.

Foliowing the dissggregation which occumed as a resull of tha 1885 Act, which
hdudld_ of several large companies with smaller uniis pre-
privatisation, & rapid consolidation has taken place. This in itself is not surpdsing as
over Ume, sconomic shows thal there is a natural progression towards
optimum size units of production/supply away from the somewhat artificial structure
mmgytmammwmm There Is no doubl
ea of continued perfect competition envisaged tha then Transport
sm.um:ma:wmmmwmmm
his own bus® created the impression of very low bamiers 1o entry and an industry
comprised of thousands of small entrepreneurs with a handful of buzes each,

it is not parhaps the fact that consolidation has occurred, which was 1o be expecied,
but the rapid rate st which is has occumed which is surpdsing. There Is Etlo

Banking, Newspaper and TViMedia indusidas except that it
has bean achieved in an extremaly short timescale,

In less than len years the Industry has moved from being public sector dominated
(providing 92% of vehicle miloage in 1985/85 to just 5% in_ 1995/98) lo privale
sector dominaled, with, by 1996, lass than 20 companios in J
ewnership, accounting for just over 3,000 vehicles or 4% of the national total, (2)

It is ot only threugh direct public secior sell offs that consolidation has taken placa.
Fellowing a continuing patiem of second ime around sales only a handful of tha
initial NBC/SBG privatisations remain with the initisl succossiul purchasers, the
majodity having been sold on over the period to what have emerged as the major
groups. In many ways the induslry has returned to a privale sector version of tho

followed by the smaller groups, Yorkshire Traction, Blazefiold Holdings Lid and
MTL Trust Holdings Lid, AR the front five have stock exchange lstings,

Thus!

G-

MMBmMBMWHMManMM
and the free markel diclatad a patiem of larger unils. Indaed the largest groups are
glready diversifying info rallways, whero the lumower dwarfs individual bus
companies by comparison. For exampie ot the stan of the el privatisation

the award of fwo larger rall Franchises to Stagessach would al that tima
doubled the entirs group tumover. (3)

Taking tha bus companies back inlo the public seclor is nol a viable shedt lemm
option as it Is not a prority for the Labour Govemment. The degres of consolidation
wmumummmmmmmm compating
m}mmmhmwﬂhmﬂ

The chmale is theralore rdght 1o consider an altemative approach o tha way forward
mm:mmmmumnmmﬂmmmuam
and which is not polarised batwean thosa who are in favour of deregulation and
those who ane sgainst. This paper is nol kdeciogical, it is a pragmalic approach
aimad al reversing tha decline in bus patronage.

The hypothesis thal bus dereguiation Is the main reasen why tha number of bus
Wm:mwn%mmwmmmmwmm.

The main cause for the long larm decline is increasing car ownership within a land
use, fiscal and pricing framework which encourages car use. Onca people have a
car thay are significantly lass Ekaly to travel by bus. Tha high fooed costs assoclated
wilh car ownarship and the low marginal cast encourages high use and makes il
vary dilficult for public transpod to compata. :

There s a direct comalation babwoen bus and car gwnorship. Extrapolating
the trend there is @ forecast car population of 31 milion by 2015 (it is currently just
under 21 milion) this would project bus use faling lo eround 22 bilion passenger
kilometers. This s almost a 50% fall on the 43 billon passanger kilometers Uraveled
by bus in 1695, (4)

While investments In bus Infrastructure, bus priodty lanes and improved information
are all crucial if the dediing in bus patronage Is to ba amested, any fiscal or physical
measure which mwMWuﬂnthM offer a groal
boost 1o the bus 2

it is imporative thal the trend that has been avident over the last 20 yoars, with bus
fares incroasing In real lerms and the cost of motoring laling, must bo roversed,
Since 1974 the real increase in bus lares has beon 55% while Lhe cost of motering,
which includos all costs e insuranca, senvicing and repairs, road 1ax as woll as fuel
and od, has flalen by neary 2%! The real prico of fusl and oil - which is the
percatved “marginal.costs of an individual joumay once S5MOONS owns and runs o
car and is therefore more important to decisions aboul individual joumeys - has
fafen by neary B%. (5) This demonsiralos thal the real cost of moloring,
particulardy the marginal cos! of petrel, Is vory much moro olfordable In relalon 0
the feal incroase in porsonal disposatie incoma than il was 20 yoars ago.
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SECTIONZ2 ..
HOW THE STAKEHOLDERS IN THE BUS INDUSTRY HAVE FARED

As Labour Leader prier lo becoming Prime Minister, Tony Blair outned his vision of
a “ono nation slaksholder sconomy™. Ha did so in the knowledge that we wil not
have a strong economy unless everyone gots the chance to play their part. It would
ba an economy in which “no group of class is excluded”. Thera ara four groups
who all have a stake in the UK bus industry: passengers, employoes, companies
and local authorities. It is the contention in this paper that in a financial sense most
mmwﬂsmﬁh:.!:ﬂmﬁﬂuhmﬂmﬁudhmhimﬂmspmmm
that passengers in ganeral, and empioyoes in particular, have boen losors.

It is In the interest of all siakehobders in tha UK bus induslry to reverse the decling in
patronage that has boen evidant since the early 1950°s and they should all benefit
from an expanding, thriving and profilable industry,

2.1 Ihe Emplovee as Stakeholder

The labour intensive nature of the local bus industry - lebour refated costs equate to
two thirds of oparating costs - has mean! that, in seeking cost reductions, oparatorns
have targetad nol only stalf numbers but also wage levels. Wage rates prior lo the
introduction of the 1885 Transport Act were higher in the bus industry than the
national average wage lor all full time male manual workers. This Is no longer the
=178

Using data from the new eaming survey (The Department of Employment) lustrates
the decline in real wages pald 1o bus and coach ddvers and contrasie this with
increase in the average weakly eamings for 8l cocupations.

AL 1885 prices, waekly samings bebwaen 1885 and 1835 foll by over 8% for drvers
whils! increasing by an average of 25% for all In 1885 the average
bus or coach driver was eaming £243.20 compared o £338.30 for al cccupations.
Sinca the esary 1970s bus and coach diivers have consistenlly had to work
approsimately 20% more hours than the average for 8l workers. (6)

In 1988 abolition of the national wages council for the local bus indusiry has ghen
empleyers the freedom lo negolate local wages and conditions amidst weakening
frade union influence, In addition, and within the framework of diminishing real
‘wages, operators have been able to introduce a structure of differential rates of pay
covering “lesser jobs o.g. minibus divers are lower paid than others'(e.p. drivers of
cenventional buses) of new recruils begin on poorer rales. Tighter effidency
measures, o.g. nol paying drivers for meal broaks, have also boeen introduced lo
frduca costs and have contribuled to the diminution of wages.

Tha affects on non-driving staff have been diferenl. Whoroas lotal employmeont of
driving and platform stalf fell marginally by only 0.4% between 168588 and
1984785, maintenanca stalf fell by 38.1% over the sama podod.  Similary,
administrative and other support staff fell by 38.1%. (T) This reflects the pattem of
cutsourcing, the closure/rationalisation of facilities, oconomics of 2eala i
consolidation, simpilying of management structures end the reduction of specialist
furctions such as personnel and planning towards a mome direct fino management
‘lmm' [

in simplistic terms, drivers have become more cosl elficien! by driving more mies
under different condiions of service. Other sections have become more cost
alfecive by a direcl reduction in the numbers empioyed aend the consequent
reduction in overhead costs.

One oulcoma of the post-pivalised industiy has been the ability of qualilying
empiloyees in some companies to realise windlall capital gains a5 consclidation has
pecurred.  This s not uniform across the industry but fargely dependent of the
mathod by which tha odginal company sale was carred oul The effacis vary
widely, The pdvatisation of the individual operating units took several forms, with
varying degrees of employee partcipation.

This covers a range induding:-

employoe co-operalivas with ad stalf on equal equity
- participation terms, [Pecple’s Provincial, Tayside Buses now
Hational Express)

) WTHMWM
Ownarship Plans [ESOP's] whore shares are distibuted
&Humu-mnmmmw|mmr.

Trans

a Busways, Gramplan X P il
opportunity to buy shares In the new company. [Lowland
Omnibusas

]
Direct Management Owuts, with or without equity
b participation by ﬁ'ﬂ'ldl!m institutions, [Sevaral ex-National Bus
Companias

1
{e)  Direct sale to an outside third party. [Cumbertand Motor Services,
Strathtay]

As the industry restructured employoes who wera also shareholdeds in the first thrae
calegorios wore the benaficiaries of the increasing value of ransport companies a3
they were resold. The value of the benefils varied. Ona of the most substantial
was Strathclyde buses where an employee receiving 8,000 free shares on
privatisation and who had heid thal holding sew i valuod al £35,100 on the
subsequent lake-over by FirstBus. More recent axamples are Tayside Bus
(£23,000) and Contro {£6,000). (&) Theso paymenis gonarally could bo taken
in cash of by in the acquiding company. Employees loking the sharo
alternative have again soen a growth in value o3 sharo prices have rsen, However,
in that instance any realisable valuation is dopendant on the mevement In prce on @
day o day basls,

A notable feature has beon the abilty of omployeos to separale tholr role as
sharehoiders from the braditional role within the Trade Unlon movement, both beling
folowed actively through dilfarent mechanisms.

w




It fs not possible to generalise as to the overall effect of these individual gains due
I3 the diverse spread of arcumstancs and value which has ansen. Il is anothers
example of the 18835 Act producing benalits for some bul not for others, even within
the same_gfakeholding group.

?72 The Local Authority as a Stakeholdar

Tha 1885 Tyansport Acl restricted local authorty support lo unprofitable “socially
necessary s, Slalistics compled by the Depariment of Transport show a
dacline in the level of suppod since the mid 1880s. Local authority support for
publit ransport fell by almost T0% in real lerms boabween 1083784 and 1902794 but
the raduction in support has been much more severe in England than in Scotland.
I is nol clear to whal axtent the reducad suppon has been achiaved by savings
introguced through the compelitive lendering of subsidised routes or by local
autharity palicy or budgetary decisions. (9] ;

Concassionary fane reimbursemant had remained relatively constant in real terms
for Great Britain as a whole but has deciined in Scoland. ARer deregulation it
increased in Britain by 11% fo s peak in 1590/81 befora declining lo pre-
deregulation in lavels by 1993094, [10)

Scotish Offics commizsionad research “The Effects of Privatization of the Scotiish
Bus Group and Dereguiation’, reported that all Scottish Regional Councils managed
to almost wholly maintsin tha 1985 level of buz szervica provision lollowing
deragulation by enhancing the commercial netwark by means of subsidised sendces
procured by competitive tender. (11)

The report adds that further commercial withdrawals are increasing and that thera
may ba a need for councils lo proritise servicas for support since their budgets will
not alow the subsidised networks 1o grow indefinitely. With light capping limils
being imposed on local authorty budgets we can anticipate reduced spending on
suppovted bus services and concassicnary travel. Thay ara non statulory services
and therelors maote susceptible o being cut In timaes of budgel culs,

It was reporiad further that ‘mos! regional councils have made substantial savings in
both money and real terms In the provision of supported services ... howaver,

With regard lo concessionary fare schemes In Scotland, only File, Demires and
Galoway and Tayside Regional Councll have incroased expenditura sinca

5

e case of the former local suthodty bus companies, they oporated a low laros
policy which is now being mel by the fare paying passenger. Moreover, lecal
authority bus companies also cared the costs of chidren's travel, bus stops, bus
shelters and transpori co-ordination, Today, these are separate cost contres In
kocal authordties and are not shown against local service budgets,

10 -
234 ThaPa ras ar

be & substantial
Superficially, in a deregulated environmant the passenger should
gainer 25 undar compatiicn these have baon:

« New sanvicas;
» Additional frequency of similaricopycal services;
» Price compatition

in some areas the threat of compeliion encouraged operalors to
mwsmtwewmmmﬁm, Many of these changes
ware based on minibus networks. Whether they wers intreducad lo achleve lower
opasating cosls per  improve accassibility with greater access 1o housing areas
or 1o provige & more Mammﬂurmmdummmhmu
1o the passenger.

mmﬁ&ﬁmulmunﬂmmm“wﬂm“mmﬂm
same time or just bafore the existing service brought litle benefil except short lerm
price competiton. The reputation of the industry was damaged by images of bus
ws‘u-dmﬂgnﬁﬁdudmdwﬁun:mﬂulnmm Sheffield.
Similar instances were reporled in local media across the country. Significant
damaga MMMH:WWMHMMmmgMbl&hh
service as cheap compatition or as a means of the incumbent operator retaining
enough vehicles to combal attacks on the netwark.

mwwmmmummmwmmmummahﬁldmm
and ba more customer odentaled lo encourage passenger loyalty. Now liveries
blassomed as did the “friendly face® of calchy names such as Hoppa, Sheopper,
Your Bus and olher mavas away rom tha formal traditional fleet namas. Motably,
such embelishments were steadfasty resisted by the market leader al the lima
wmmmw.wmmmmm-m
In both instances cuslomer service was to order of the day - in theary if rol always
In practica. i

In areas of no compelition, tha stalus quo applied. The same operator was the
servica provider and tharalare few changes occurred bayend whal could reascnabily
have baon expacied. However, tha Acl did introduca a greatar patantlal for higher
fasas to maximise profits or cross-subsidise othor areas.

In & low patronagaringe area (ha passengor was not dsadvantaged as the power
remainad with lecal autharities lo secure, by tender, edditional servicas nol provided
by tha markel mmﬂmmmmwmmmm
additonal lovel of service within an existing commercial network without causing
abstraction and hence damage Lo thal network.

Herwavar!
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mﬁm:mwmmmmhw.
B"ﬂﬂﬂmﬁwmmmmmmumhmm
gyslem as an aliractive altomative 1o privals ransporl. Thass Inchuda:

. me«mmmwwmnmm
mmmwwmm:m.wmmmwm
unprofitable areas or tenders for other operators. This is
compounced by lactical deregistrations simed 2t making replacemant Gifficult
mwﬂmmﬂmumhm&msw
tander.

. mmmw:hmsmmswiﬂewﬁm{m
Sm:n.latuvm.mwﬂmmm:m}. Some guthodtias take thy
w;muraMHMNMﬂmwwmmu
:mmwammmrwmmmmﬂmwm This ks bacoming
mlumml::hnﬂlmwmmmwwm:mm
priority on discrationary funcions, ¢

. am«hlmmmm.mwm-md
continual change. mmmmnﬂmnhmﬁum:mﬂpa
mwmpamngmhmmhuhmpmmmmmmgm
stabdity of the network.

. Dﬁ:ﬂnmﬁﬁ:mmmmmmmmu and ba customer
mum-tmdhd:ﬂmmmmmmmmﬂ
all that matiers,

24  The Company as Stakeholder

WMMMMMWMMMHW
1o decision making. Twmmnmwmummnmm
fit commercially. There Is more market evaluation and testing. In addition the
power to decide not to run @ service is very much overdooked, Even tha remaining
public sector munitipals are stand alono companies mnd work on commercial
pﬁﬂﬂu{ﬂmhmmwwmmmmmw.
Mmmltmmmmlmmmhmmmmwmm
@nled than %

2=

mnmmmmawmqmm:manbemammn!mmhcn
maw‘malp-aﬂmmvdmammlnmhmmpolmwm
commercial business acuman. Cmnpmshawahigmmmmﬂqm
mwuuwwu-mswwunmumumwm'
cosis® of unprofitable routes. This has led 10 & greater fexibdity on fares B
subsidisation.

Th«uh.hnmm.mmrwmumbaawawdlnﬂnm
rather than high standards or quality outpuls which is seen as (he MEs
achioving geod fnancial results rather than as end in itsell, But, quality In @
the key areas in the wholg debate,

As companies have repaid the original purchasing costs and achiavad ge
profitabiity, the level of investmant in new vehicles has incroazed significantty,
aids selfing a cimate of quality and changing image. For axampla low Moot vl
are now manutactured s standard and need to be accepled as such. The (]
price premium had reduced markedly as the size of orders has incroased,

The intervention into the market by other agencies, such as OFT, MMQ, L
tendaring precadures and arsing inconsistencies maans that ane MAan's comi
initiative is sometimes another's predatory actionll This confusion alone 1)
resolution and clarity if the aims of a more stable environmont are 16 be Bohleye

The discussion to date has centred around the need o mave away from the oy
pasition fo a more ordedy structure, Various ideas including the Rala of (e |
Authodlies, Franchises, Network Protection, a farger number of (Pame
Transport Autharities, Area Transport Boards and Quality Partnatahips have
put forward but all imply one common cbjective:- a greater degree of co-opar
belween the vadous stakehalders combinad with o greator degras of stabibiy,

Thare is a consensus amerging that a more co-operative approach I8 fesdd
maximise overall benefits 15 society rather than one group In the stakely
analysls. For example & key recommendation of the Charlered Inathul
Transport is thal the rolo of the bus Industry ks “to perform as the musn sllem
mﬂhﬂlMmewﬂmﬁmm,lanMuw.
&wﬂhmmm%ﬁmmwmammumwlm
should negoliale quatly parinecships relating to commaercial sorvices® (13)

The debate shodld therefore ba abaul tha mechaniims of achleving ihis snd
far along the dereguiation/planned approach hies the point for maximising bana
sociely as a whole,
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SECTION 3

The Way Forward
While it is open to debate whather do-regulation has accantualod the dociing In bus

dependency on the motor ear. This has become & siatulory obligation lollowing the
passage of the Read Traffic Reduction Act eader in 1837,

» Improved Bus Journgy Timos

Tralfic congestion has led to deterioration in bus joumney times and has played
havos with Umeotables and reliabity. Bus prodly measures such
"Gresnways® system in Ecinburgh and "Red Routes” in London giving buses prorty
and stricter parking conirods on the main anersl routes inlo the
examples of how bus [sumey tUmes can be significantly improved,
*Greenways" scheme should be more effective in achioving a modal switch away
mmwmilwmmenmwmmmqmmnlm
ciiy and road space will be realiocated away from the motonist lowards buses. This
will make the joumey tme by car less atiractive than the joumey Bme by bus on
ractial roules into the city centre.

:
I

While the capital costs of intreducing bus priordly measures are manageable -
around £12m in Edinburgh for 4 roules and the new upgraded green road surfaca
(14). It is the ongoing enforcament costs involving exdra baffic wardens and
cameras on buses which will prove to be 8 more significant financial hurdie. With
local authodties’ budgels being Increasingly constrained, bus companies will ba
axpécied to coniribute financially towards the extra costs,

The Govemment works 16 the principle that, whoever benefits from new transpon
investmant) should pay for it When new Eght rapid transit system is budd the user
benefits should be paid ler by the passenger through 8 pramum on fares, while the
public sector will pay for the non-user benafits, such as reduction in tralfic
congestion, peliution and accidents through section S8 payments., With bus pricrity
measures it ks impossible under existing logistation to capiure the user benefils -
improved journey tmes and reliabilty - because the 1985 Transpor Act stipulalos
that there must be free competiion for buses on the public highway. Why should
ong enlightened bus operalor make a financial contribyution towards the cost of bus
priodty enforcement, when if's compatitors make no such contribution and there is
ng mechanism in place to lorce them to do 507

14
E Eassenger Infermation

This has been a major failing of the 1985 Transport Acl The fraquant changes o
the commascial nebwork have made It impossizie for local authoriies o kaep the
public adoqualely informed, An agreement betwoos lscal autheritios and oparalon
to cover o periad of yaars would provide the stabiity required,

= Vehicle Quality

]
Whan motorists in panicular ar asked why thay don't iravel by bus, comfon Is lsted
as a key factor. mhuhamﬁﬂuﬂ:mmﬁemmwﬂiﬂhmw
different bus companies - and by the same bus companies in different paris of tha
counlry - the everall slandard is poor,

Thie prapenents of a de-regulated bus market falled to take sccount of the fact thal
many passengers tend o get on board the first bus that arives ot tha stop
regardiess of tho qualty of tha vehicle, This is a genorafisation and thore are &
number of instances where passengers will wait for the better quality vahicls
especially i the journey time is lenger. However, this has meant that bus oparatory,
where there Is stll on the road competiion, competa more on frequency and fares,
than thay do on the quality of the sondce.

Low foor buses o accessibiity, air conditioning and more comionable
seating, cleaner diesdl engines and gas powered or elactric buses for clty cariire
cperations in particular are all important improvements that need to ba made In
vahicle quality. There is insufficient incentive in the current compobitive framework
for cperalors o make the investment levels required to achieve the Nacosiary
improvements in quality. The prosent low minimum standards for oniry into iha
industry exacerate this problem,

= Eares

Faras are 160 high and act as a disincentive for pecpie to use buses. Over the lasl
decade there has been a 24% increase in real terms in fares. (15)  Thare are A
rumber of faclors to explain this- changes to the fuel duty rogulations have
wma;mmhmwm:mmnmnmnrmﬁmm
the apporunity for monopoly prcing and excessive provision of seals compared
with demand has meand that the passenger has had to pay higher fares to cavar tha
cosis for running with emply seats, Compatiticn ¢an ba seon as the guag of
excess seat provision with this baing reducad aftar maergers.

¥ Ticketing and Integrated Macketng

Tha (hreat of intervention by the Offica of Fair Trading on greunds of colluslon of
snt-compobtive praclica has projudiced development of schemes 1o promote
interavailabllity of ticketing, joint imetabling and better interchange batwean

modas. This requires to bo rectified possibly by seaking biock exemption undar EL
Compatition Law,
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The desire of some companies to profect marke! share and commercial
confidentialty has had a similar effect

With regard to this parbcular item the increased concentration in the bus industey
has heiped to achieve this objective as has the winning of rail franchises by bus
opergiors.
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SECTION 4

Euture Policy Options

As discussed, there are many ways_in which bus usage could be increased and
made more alfractive as an altemative to car use. One Imporant aren whare
change needs to be considared is that conceming travel awarenass issues and e
abdity of local authorities to take full advantage of existing (and potential) powars
with respect to land uses, parking, tralfic management and pricing. MNaverthasloss, it
s unikely that such powers could be used to maximum advaniage uniess

also take piace within the weak regulatory position established by the 16008 Al
The remainder of the discussion in this paper therefore concenirates on the cass for
modifying the 1985 framewgric,

Retuming the Industry to the Pre 1985 pasition is not a realistic oplion. Mot of [he
induslry has been privatised with enly 18 municipal bus companies remaining. If Il
is important that the relevant local authodties are allowed to retain thess bus
companies then they must be aliowed to compete on equal terms with peivale sacisl
compatitors.  This must meen a relaxation in treasury contrel which imits thase
companles to borowing via local authority capital allocation, Thoy should be
allownd to bormow extemally if the Board of Directors believe thera is a justifiealion
for doing so and can generate the additional finance required in normal commarclal
tarms.

This effactively leaves 2 realistic options:

1. Franchising
2 Bus Contracte/Stakeholding Partnershing

1. Emnochising

Tamunmmnlmw-pmpenltammmmhummﬁmm
and in particular as in oparation in London. In terms of the stakehalder analyals It s
difficult 1o see this as a viabla national solution,

I is true thal franchising praserves an established network but It s not markel
fesponsive o innovalive perpetuating historie movements and not reflecling
changes in demand. The system has provided for the retontion of Network wide
information, through ticketing and travel cards but the lavel of contract compliance,
operational monitoring and revenue allocaton batween companies is significantly in
exCass of those outside Londan, highly beawrscratic and contralised, This requiies
a substantial staffing element both at the franchising authority side and al the
eperating company o collate information and respond,

This reduces the rescurces avadable at both onds which could bo redirected Inta
improved senvice levels or ensure the sama servico provision ot lower cost In althar
case a betler alocation of resourcas would bo achieved.
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Tha lower costs of provision have been achieved as cosl culling under the
competitve bid structure. This is the only area over which operating companias
have direct control, Staff heve therefore experenced the same adverse changes in
circumstances and conditions as the deseguialed area. As the process is cost
driven on the supply side there is a risk thal quality will also be driven down,
aspecially in relation to staffing. In the longer term, a3 the economy improves, it will
be difficult 1o competa in the labour market for stalf, as contracis will be based on
pre-sel labour rates.

i
The cost of improving quality falis directly on the lendering authorties. New
vehiches and higher slandards are merely reflected in the tender prices as there is
no commencial incentive for operators to inves! as the senvice provision is supply led
gnd not demand led by the markal This has the significant effact of quality

If a franchise is of sufficient length the award of the conlracl gives a guaranteed
pradictable income withoul compettion from similar bus services. However, Ea
Compelitive Cosl Tendering, this stability only lasis for the length of the franchising
mdmlmmutpmtmhrmm:_mmwhu
which undermines long lemm planning and developmanl The major laling of the
system is that there is no recognition of, or incentive for, good performance as
histosically alimos! all decizions afe basod on tha financisl of the
received, The long term effect of this is to undamine overall qualily as
pressures force prces down, A similar siluation slready prevals in the provision of
schogls transporation where the use of older vehicles and part tme labour is
common as the rates achieved do not warant a high level of investment. A recant
axampla is tha failure of a large PTA 10 attract any bids for 32 school contracls dua
to & combination of high vehicle specification, low rales of retum and vandalism.
(1€) Thao dislocation eMects of large scale changes in franchise oporators may bo
tolerable where a very large supply model is appropriate. such as London, whane
there are several rounds of tenders each year. The same argumeont could ba
advanced for the largest metropolitan areas bul it is not a model
sustainable on a nation-wide scale. The London experence shows a
supply of eligible bidders in & close endugh geographical proximity 1o
compelitive tendering - this Is not necessarily the case in other paris of the country
where quasiiocs! monopoBes are prevenied from axcess by, the threa
competiten

i

:

i

e

In addition, the major groups have a tuly national coverage and, tharefore, they
have the scale and abiity to tender for new franchises while nol being damaged
significantly it parts of their existing empire disappear. Tho advaniage of scalo
referred to eadier wil reinforce the ability of the major playoers to compalo
eifectively. In the debate ower the pro's and con's of deregulation it 5 olten
cwgriooked that many areas stll have good local networks and officiont servicos
However, franchising will net protect the exisling operalor Bo it over ont rouls, ono
afed of ono town as il is simpler for & compelilor 10 pul i an attractive low lranchise
Eu %-I.I'I improve markel share by on the rond compeblion under the axtling
gislation,
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Furthermare, a realistic case can be made lor increasing market share by a low
franchise bid rather than paying the present market value to acquire markel share
by take-owver. If franchising is to be adopled on a nalicn-wide basis tha low rsk
mmmmﬁmﬂmﬂﬂmmum_

The common thread of many of the downsides of Ihe deregulated/competitive
environmenl has been a lack of stabdity for all stakeholders. This suggests that any
positve ellemative way forward is dependent on a greater level of stability in onder
ihat the stakeholdars, for ther own particular reasons, can have a greater loval of
confidence and be sure that thair part in the system is not dependent on short-term
compalithve needs.

In summany each stakeholder group will receive a substantive benefit from a more
stable system.

* The Company: a more secure envirenment in which to plan for the long lerm
viabity of the business;

+ Tha Authority: a chancs 1o implement mone comprehensive public transporn
policies and tand use sirategies;

+ The Employses: a greater sonse of job security, improved remurerabion, and a
chance 10 enhance the professionalism of the industry;

+ The Passenger: the knowledge that his enforced or chosen option is ikely to
remain relatively unchanged with through ticketing, faster jourmay times and
Quakty improvements which will all make the tus a mona attractive oplion.

Al present there appears o be 8 consensus emarging that, al the very least, tha
present system needs to ba fine tuned to efiminate the “excesses™ of compatition
and the inherant instabiity of deregulation,

The new parinership between local government, bus operators, bus employees and
passengers should be shaped by the local transport plan then specified by a bus
contract.  Wao have in oparation in Britain at present a radl users consultative
commitiee but there is no such body for bus passengers, Various proposals have
been macde for Bus User Consullative Committees but, within the spidt of an
ntegrated approach o iranspor, it would ba preferable to conlempiale a new range
of Local Transport Users Commitines ablo 1o considar all aspects of local trangpont
and interchange to olher services.  Season ticket holders could bo Invited to atiend
an annual meeting lo elect spokespersons and it would al1o bae dasirabla if the local
old age pansioner, disabled and women's associations were reprasented given tha
high number of senior cllizens thal make frequent use of bus servicas,

Iluiummmhhmnlwm;uﬁmmnmrmunm
individual pressure groups. The main function should be lo promote aspecis of
public transport rather than suceumb fo the lomplation o act os a body
sutomaticaly opposed to change and commarcial inftiathve,

Thes




The four stakehoiding groups would bry and reach agreement on a local transport
plan which would then ba specified in a bus contracl Bus conlracls would roflect
local conditicns and it would therefore be healthy if there wene variations in different
pants of the counlry.

After consulting the stakeholders the local transport planning authority would specily
@ bus contract for areasiroutes, the length of the bus contract would be determined
locally. It may be that it falis into ine with seven year rall franchises, but longer
contracts would be possible if they are required to achieve higher investment in naw
wehicles. For examgple it may be that the local consultasion process highlights the
importance of low fioer buses and more envinmentally friendly vehicles (gas
powerntd busezbattery powered buses eic) It should relain the opporiunity o
respond lo changes in demand and change in circumstancas.

It may be that the conlract involves & mix of commercial and non-commencial
services. This will be up 1o the local decision makers who will delermine priorities
for their particular area, each of the stakeholders can offer somathing in retum for
something eise in the bus confract. Local authorities could confiom monopoly rights
on sn operatodoperators for a specified peried to protect tham from compaetition and
invest a cerain amount in bus priorty, bus stations, bus stop Infermation elc. In
ratum the bus cperator could agree 10 run some non-commercial services, offer
fevenue suppor 1o contrbule towards enforcement of bus prodty, meast vehicla
specification slandards o ensure that quality is higher and satisly the local authority
on frequancy lavels,

Bus contracls must nol necessary be agreed on the lowest cost basis, although
they will be expected 1o represent good value for money. Fares charged would be
pant of the agreement and would reflect the lavel of investment that bus opersiors
are expecied to make. There would be some flexibiity bullt into the conltract for fare
increases o refiec! unforesesn increéases in cosls. W Is crucial that the bus
oparatos aré responadla for revenue generalion o encoOUage Inovalive
markeling moasunes.

hhﬂﬂmuhplmmﬁpﬂﬂrtmpﬂwuﬂﬂhd“lmmﬂl
their custom is valued. This is whore the employoas have a crucial rolo,
Employeas need 1o be heavily involved in this parinership, they must benefit from
afficiancy and progductivity gains thal result from bus pradly in barms of improved
conditons of gervice. It has been mentoned earlar on n this paper how drastic the
reductions in real pay have been for bus employees - espocially drivers - over the
past cecade. This tend must be reversed il wo are 1o have a motivatad stall who
are going 0 play a significan! pan In improving the quality of servico to the
passenger.

What is the passengers’ role in this partnership? Thair rele is to use the bus in evar
increasing numbaers to increase the revenue Now in the industry for more invesiment
in vehicles and bus prodty measures and achigve the high ullisation rate that aro
neceEsary o reduce fares.
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SECTION 5

CONCLUSIONS

Tha hypothesis that bus deregulation, per se, is responsible for the cagoing
decling in bus usage cannol be substantiated for many reasons bul principally
the continued increase in car ownership and use. Equally the affects of the 1985
Act have been unsuccossiul in reversing these established trends.

The different stakeheiders have nol emerged equally across the peried. A recant
review stated “Dereguiation has produced major savings in operational costs and
public expenditure, bul significant changes in the quality and image of tha bus
ara neaded if it is to fulfill its potental future role” [17).

The companies and Local Autherities have genaerally benefited, aspacially when
measured in financial terms. The former have established successful and mainly
profitable businesses, the later experenced an aggregate net reduction in
expenditura to largely achiove the same notworks.

Employees have generally not saen any benefits, with both a reduction in total
stafl employed (paniculadty maintenance and olthes suppord stalf) and a
deterioration in the relative rates of pay to other employment sactars.

The effects on passengers have been mixed and localised - soma areas
benafited from competition (If only shor berm price compeblion), SOme saw no
change at all. Stll others expedenced al the side effects of high level on-the-
road-compatiion. Owverall, there has been an erosion of customer confidence by
the frequent changes lo services, confusion of publicity and a perception of a
lack of stability in service provision due to the competitive environment.

The industry has consolidated rapidly to a small number of majar groups,
retuming in struchural terms 1o a private sector version of the pre-privatisation
model, where 4 large publicly owned groups dominated. Cwnership is not
relevant 1o the neads of requirements 15 créale an operating environmant fo
reverse the continuing deciing in bus patronage.

As companies have repaid the onginal purchasing costs and achigved groater
profitabsity, the level of invastiment in new vehicles has increased significantly.
This aids setting a cimate of quality and changing the image,

Thare is a consensus emarging that a more co-operative approach is needed lo
maximise overall benafits to society rather than one group in the stakeholdar
analysis and thal this s bost achioved by some form of partnership bobtwoen
operators and local authontios.
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The form of words used 1o descrbe such a systemn can be &Escussed at length
but the way forward must indude:

A degree of discussionfagreement between the authority and operator (or
Operalons) in the given areas

A positve combined approach to improve standards / service levals /
investmant in a more siable mvkmmd-mmwlm

mwmmumthMﬂmmﬂmwm
mmwwmﬂmmhymmﬂy,

The abity of the systom itself to be flexible and not prescriptive i.e. it should
hw-::u.rbﬁmnmwmwmbrmmhdm.m

ammmmmﬂmﬁmmm

such an t
uﬁhhdmw.hdﬂmﬂmdnwivahw_mbuhbhdmw.

F

REFERENCES

(1)
(2)
{3

(4
(5)
(&)

(8}

(%)

(10)
(11)
(12)
(13)
(14)

(15)

118)

(an

Source - Facts '87. Confederation of Passenger Transport UK
Source data taken from - The Litlle Red Book 1995/55

Neil Rennilson, Stagecoach - paper delivered at Symposium
organised by Dauglas Harrison in Glasgow 1995,

Hugh W.iker *Trar- ort Facts and Figures® 1995

HM.S.0. *Transpor tatistics Great Britain” (1996)

New Eamings Survey |Department of Employment)

Source - Facis' 88, Cenfadaration of Passanger Transport UK.
Transit. Issues 15/5/96, 5/2/97 and 5/3/97.

H.M.8.0. *Transport Statistics Great Britain” (1995)

Opt Cit

The effects of privatisation of the Scaltish Bus Groups and Deregulalion,
Qmnibus for ANl Chanered Institule af Transport in the UK. Fab 1886
Opt Cit.

City of Edinburgh Gouncil, Capital Budge!, 1596-97

Department of Transport *Busdata 1996 Edition - A Compendium of Bus,
Coach and Taxi Statistics (19896)

Report - Coach and Bus Weekly 31/0/96

Dereguialion of local Bus Servicas in Greal Britain: an Introductory
Raeview. P, White. Transport Roviews 1995 Vol, 15




BIOGRAPHICAL DETAILS

Professor David Begg

Professor David Begg is the First Bus Chair of Transporl at The Roberl Gordon
University. He is an Adviser to the Deputy Prime Minister, John Prescolt, and the
Minister of Transport, Gavin Strang MP. He is also a Member of the Scollish
Office’s Nalional Transport Forum. Prolessor Begg is also a Non-Executive
Director of Brilish Railways Board. He is also Secretary of the Scotlish Transport
Studies Group.

Counciller Begg is Convener of Transportation on The City of Edinburgh Council
and is also Transport Spokesperson for the Convention of Scollish Local
Authorities,

Colin Smith

aninﬂm:uarmmnm:okuunndhﬁmmmwmm
Mattingham University. An economist with 25 years of experience in the ransport
industry, he has hald a range of posts in both operations and planning.

Inmalmwddnginmmwwsmm“mammﬂnuudgiw
leam which saw the ex-municipal Grampian Transport compary through
dereguiation, privatisation, fiotation and merger fo its present position, He was
the Group Operations Direclor of GRT Bus Group Pic and the Managing Director
of the Midland/SMT/Lewland companies in Central Scotland.

His last post.was as an Executive Director of FirsiBus plc and Regional Direclor
for that mn'lp}an-_.fs subsidiaries in Scotland, leaving in April 1995 lo develop fong
standing interests in academic and policy areas, along with other non-ransport
related projects,

Among his present roles he is an adviser o the Confederalion of Passenger
Transport and an Honorary Research Fellow at Aberdesn University.




