








—estimates of patronage and revenue effects of alternative fare scales from
the business development section;

—extensions to the system from new development or modified service levels
after area schemes reviews,

The total budget will normally be constrained by the imposition of financial
objectives set by the WMCC.

12.127. Expenditure estimates The expenditure budgets are zero based in
the sense that they derive naturally from the service schedules, but the sche-
dules are not reassessed annually from scratch. Thus the output volume is
not determined from a zero base annually. The determination of operational
expenditure is outlined below.

(a) For each garage separately the numbers of bus miles operated and crews
needed are derived from the bus and crew schedules. The final costs
are then determined from the mileage operated and the manpower re-
quirement from the complementing formuia.

(b) The PVR is determined from the bus schedules. From this and the
knowledge of the current fleet level and spare cover, the engineering
throughput is estimated. Historic trend of costs is used to establish
manpower and material requirements.

(¢) The total expenditure budget is then derived centrally by aggregating
garage costs for traffic and engineering. The costs are estimated at the
November level of costs for the service level pertaining in November.
The costs are adjusted for the assumed inflation and wage awards when
these are known.

12.128. Revenue estimate

(@) Revenue estimates are first made division by division from patronage
estimates and fares levels for on-bus fares, and a PTE-wide estimate
is made for total off-bus revenue. The Executive has developed a com-
puter mode! to estimate revenuc by taking the current level of revenue
and patronage and using elasticity estimates to adjust for new fare levels.
Revenue is adjusted for seasonal effects and special events such as the
Motor Show.

(b) The total revenue is then allocated to individual garages using informa-
tion from the continuous on-bus survey. ‘

12.129. The annual budget is disaggregated into actual estimates of expendi-
ture and revenue phased over 13 four week periods. A financial model has
been built which allows the sensitivity of the budget to changes in the inflation
- and wage settlement assumptions to be tested.

12.130. A four weekly return showing projected against actual budget is
produced and distributed to Directors, Divisional Managers and garages. The
formal options to bring the budget back to plan after deviation are:

—to raise a supplementary estimate in advance;
—to reallocate across garages by approved virement;
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—to reallocate across divisions by approved virement;

—to contain an adverse variance by deferred expenditure in building main-
tenance, reduction in duplications, reduced cleaning schedules;

—reduce level of service.

Any proposal to reallocate across divisions would be initially considered by
the Operations Committee. There is currently no system of formal stewardship
reviews for budget holders, but WMPTE has told us that it is developing
a system to be implemented by 1983-84.

CCT

12.131. The budget system in CCT is integrated into the city council system.
The City Treasurer issues budget guidelines setting out the expected rates
of inflation and level of wage awards.

12.132. The budgets are collated centrally by the Chief Administrative
Officer on an incremental basis, as follows:

(a) divisonal heads submit changes in resource needs in the budget year
relative to the last budget year:
Traffic—changes in mileage, staff, PVR;
Engineering—changes in materials, staff, and vehicles;

{b) last year’s budget expenditure is inflated to November prices using either
the last recorded unit price, or a specific external price index, or RPI,
whichever is available or appropriate;

{c) the volume changes in staff, materials, fuel etc submitted in step (@)
are added in to last year’s revalued budget, and expenditure is then
itemised under budget heads;

(d) a contingency provision to cover anticipated inflation and wage awards
is calculated using the guidelines assumptions;

{e) revenue is estimated by taking current level of income, adjusted for
seasonal effects, to produce an annual rate. The annual rate is then
adjusted for projected changes in fares levels. The estimation of
passenger and revenue response to changes in fare structure is unsophis-
ticated and is based on a judgment relating to experience rather than
a formal analysis using demand elasticities.

The budgeted expenditure is not phased for seasonal effects, but summaries
are produced showing actual expenditure and income against expected propor-
tionate expenditure and income to date, and projected year end outturn.

12.133. In addition to the budgetary process each function head is required
to produce an annual action plan setting out the activities for the coming
year under three headings:

—divisional activities;
—joint activities with other functions;
—policy activities.
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The action plans do not contain quantitative objectives and they are not asso-
ciated with the specific consequential resource costs but the aggregate. effects
are linked to the estimated expenditure for that year. Progress on these plans
is discussed at regular management team meetings.

BOC and TMT

12.134. The NBC company budgets are zero based in the same sense as
those of WMPTE and are derived directly from the first year of the corporate
plan. Expenditures are derived from the number of scheduled miles required
to run the services in terms of crew, vehicle and fuel costs. Engineering costs
are now derived using the cost point model described earlier and in this respect
are more refined than the WMPTE process. The budgets are produced and
managed centrally by chief officers in TMT, but it is proposed that in BOC
budgets should be ‘disaggregated and devolved to area traffic and engineering
managers. This is to be achieved in two phases:

(a) budget developed centrally and held locally;

(») budget developed and held locally, and then aggregated to produce the
company-wide budget.

12.135. Neither BOC nor TMT have refined methods of projecting revenue
income. Both make use of the NBC passenger demand model for predicting
on bus revenue, through changes in passenger numbers and historic revenue
trends.

12.136. Neither company has a formal process of annual stewardship
reviews for budget holders. The general managers present a four weekly mana-
gement report showing company performance and budget variances to NBC
and TMT has developed a system of stewardship meetings in engineering.
The proposed system in Bristol may pose problems of accountability because
the budget for some units is constructed as a joint traffic and engineering
budget with joint responsibility between two budget holders.

12.137. The budget is phased over 13 four week periods and is adjusted
for actual estimated expenditure for each period.

12.138. In none of the undertakings is there a formal system for setting
and monitoring comprehensive operational targets for all managers down to
depot level, nor associated procedures for formal stewardship reviews. The
universal monitoring instrument is financial and derives from the budget. In
each undertaking some financial and some physical targets are set for some
managers, for example bus availability targets for the engineering functions
but these do not usually extend to depot level. BOC and WMPTE are extend-
ing their budgetary system to depot level. Some performance measures are
formally monitored in each undertaking, for example lost mileage is monitored
in all undertakings, cleaning performance is monitored comprehensively depot
by depot in WMPTE and partially or not at all in the other three, and unused
staff time is monitored in TMT. No undertaking monitors punctuality of
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buses as routine management information. It is feasible however that compre-
hensive depot level targets could be set for appropriate managers in both
financial and physical terms, for example:

—route specific revenue ;
—Qdepot costs;
—manpower costs;
—engineering throughput;
—staff attendance levels;
—Tlost mileage;
—punctuality of buses;
—accident reduction.

Operational Control

12.139. By operational control we mean the day-to-day management of
available resources to carry out as closely as possible the operational plan.
All four undertakings use similar procedures for day-to-day control summar-
ised by two basic control elements:

—-allocation;
—inspection.

Allocation

12.140. The planned schedules require a given number of buses and a given
number of crews to be available at any particular time of day. In the event
there may be a shortfall of vehicles or crews or both. The available resources
must then be reallocated between services, against some priority criteria, to
minimise the effect of the shortfall.

12.141. Bus allocation The provision of buses is the responsibility of the
engineering function. One night before operations the night engineer assesses
the buses available for the following day at all garages. The available number
is the total less those required for routine maintenance, less those required
for MOT examinations, less accident repairs, less those unserviceable awaiting
spares, less those on drivers’ defect sheets. If the number available is less
than the PVR then he must take some action to cover the shortfall. There
are a number of alternatives:

—defer some minor maintenance ;

—apply extra manpower to bring vehicles on stream earlier;
—reallocate available vehicles between depots;
—recommend to traffic to cut services.

The available buses are allocated to services and routes by fleet number ready
for the drivers in the morning: '

12.142. Crew allocation The allocation of crew is the responsibility of the
traffic function. The duty rosters which include spare duties are prepared
many weeks in advance and posied for union inspection. About one week
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before operation the crew availability is reviewed and compared with require-
ments. A shortfall on requirements may arise for a number of reasons:

—garage below complement;
—staff holidays;
-—additional duties;

—staff long-term sickness;

and result in some duties being left uncovered. Action is then taken to allocate
new crews to the uncovered duties in the following order of priority:

—spare duties;

—on duty spare (for short cover periods);
——rest day working (if agreed);
—overtime or extra duties;

—transfer between garage (if agreed).

In Bristol there is a formal procedure for applying for extra duties. If there
is still a shortfall then the uncovered duties are left open until the day of
operation. The amended roster is posted 48 hours prior to operation for in-
spection by the crews.

12.143, If on the day of operation there is still a shortfall of vehicles or
of crew because of sickness or failure to arrive for duty or because of late
running of a previous service, then further action is taken to minimise the
effects. The possible alternatives are:

—to deploy spare crew;
—to assign some overtime;
—to cut service schedules and reallocate duties.

12.144. The decision to cut some of the planned services is clearly a last
resort but has to be taken if no additional resources can be found. It does
not follow that the cut will necessarily fall on that part of the schedule coinci-
dent with the resource shortfall, for it may be possible to reallocate the
resources across subsequent services to allow the cut to occur at some predeter-
mined point. This ability to ‘push up’ shortfalls of crews or buses gives room
to minimise the effect of the cut with respect to some performance criteria,
for example:

—minimise revenue loss;
—minimise social loss;
-—minimise loss of patronage;
—maximise cost reduction;
-—maximise net revenue.

These decisions are left to the judgment of the superviser on the spot and
none of the undertakings except TMT appears to have a formal system of
priority or guidance. However, in general we have found that operators try
to maintain schools services and contracts and infrequent rural services and
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make the cuts if possible in the peaks. In TMT the District Traffic Superinten-
dent’s Instruction manual sets out the priority order as contract, stage carriage,
_ private hire, express, excursions, but does not set out priority for categories
of stage carriage services.

12.145. These decisions are made every day at depot level and clearly have
cost, revenue and patronage consequences but none of the undertakings regu-
larly monitors the value of the decisions made in quantitative terms or has
developed a post mortem procedure for making the evaluations. In TMT
each District Traffic Superintendent makes a weekly detailed report to the
Traffic Manager reporting on use of staff and reasons for deviations from
the schedules.

Inspection

12.146. Inspectors perform three functions: quality control, which is con-
cerned with the state and condition of the bus and street furniture, crew
appearance and destination board ; audit and fraud prevention ; and the regula-
tion and timekeeping of buses. In all these fields a balance must be struck
between the cost of inspectorial provisions and the attainment of desired
results. The inspectorial function is discussed in more detail in Chapter 5.

12.147. Their duties are performed either by travelling at random on buses
or in special vehicles, or by regulating the progress of buses at terminals
or at set points along the route or from a central position by radio.

12.148. With respect to operational control the inspectors deal with three
conditions:

(a) late running;

(h) cancellations;

(¢) excess demand.

The alternatives in the event of late running are to reroute the bus to bring
it back on schedule further along the route, or to stop it short and substitute
a spare bus at some other point further along the route, or allow it to continue
off schedule. In the event of a cancellation or breakdown the alternatives
are to reroute another service or hold passengers until the arrival of a following
vehicle or run a spare.

12.149. In the urban areas of BOC, Cardiff and WMPTE the short-term
inspection functions are assisted by a centralised radic control system. The
operation of the systems are similar having separate radio channels for com-
munications with buses and with inspectors.

Management information systems

12.150. A management information system is normally designed as an
element in a management control system. As with all control systems manage-
ment control requires procedures to provide the following elements:

—preset targets on output performance to be achieved;
—a means of monitoring the actual output achieved;
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—feedback of information to the controller on the level of deviation of
output from target;

—means of taking actions to correct the deviation.

In this context it is normal for a MIS to serve three purposes: firstly, to
assist planning, which is the process of setting targets and acquiring the
resources to achieve them; secondly, to assist management control, which
is the process of ensuring the best use of existing resources and setting rules
and guidelines for their use; and thirdly, to assist operational control, which
is the planning of the consumption of resources by carrying out the task
according to rules devised by managers.

12.151. In large scale industries with a high degree of technological input
the MIS systems usually evolve from the operational control systems within
functions, to company-wide management control in the form of a budgetary
control and financial information system. Then follows the addition of systems
set up for long and medium term planning, and finally a totally integrated
system with common data bases to help managers make commercial decisions
across functions.

12.152. Judged by these observations the MIS systems in the bus industry
are at a very early stage of development. None of the undertakings has yet
developed an integrated system and the main emphasis is still on the control
within functions. It may be that the incentive to develop refined systems is
inhibited by the slow development of the medium-term planning procedures.

12.153. We are in general satisfied that management and operational con-
trol information in the traffic functions of all undertakings is adequate with
the possible exception of bus punctuality. Traffic operations are carried out
effectively, although there is still room for development of systems to monitor
fuel consumption and mileage analysis by route and service.

12.154. Information in the engineering function is dealt with in detail in
Chapter 6 on Maintenance but it is clear that there is a lack of proper systems
for the prediction of maintenance costs and the planning of maintenance oper-
ations. Only the NBC companies have developed a vehicle maintenance cos-
ting system and an extension into the cost point model. But even this system
does not allow an analysis of the cause of costs and indications of priorities
for cost reduction. In both WMPTE and CCT there are defects in the informa-
tion available for job costing and engineering throughput control.

12.155. WMPTE and the NBC companies have adequate financial informa-
tion systems based on the budgetary control systems. That used in CCT has
a number of defects of presentation and preparation.

12.156. For medium-term planning purposes a bus undertaking needs infor-
mation on passenger travel demands and patterns, on passenger behaviour
to changes in fares and service structure, and on route costs and service costs
in the peak, inter-peak and off-peak. In addition, to make properly balanced
decisions between social and commercial needs, information on attitudes and
route load profiles is needed.
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12.157. In the area of planning information systems all undertakings have
developed route costing to the CIPFA specification. However, none has yet
extended this to peak/off-peak costing. WMPTE and the NBC companies
‘have well developed systems for obtaining passenger information about travel
patterns and travel demands in the Area Studies (housechoid surveys), COBS
and MAP procedures. COBS has the advantage that it is continuous whereas
the MAP procedure is discrete. CCT has no regular passenger monitoring
information system.

12,158, WMPTE is developing or experimenting with a number of com-
puter models for checking budget sensitivity, predicting revenue income for
different fare structures and for network planning.

12.159. In the rest of this section we outline the historical development
in each of the undertakings. Detailed descriptions of the budgetary control,
maintenance costing and the MAP and COBS system will be found in Chapters
2 and 8.

WMPTE :

12.160. In 1977 WMPTE undertook a review of its MIS systems and set
up a project team to remedy some apparent defects in the financial and asset
control procedures, and also to improve the degree of achievement of budgets.
The result of the review was a recommendation to give priority to the installa-
tion of an FIS system.

12.161. The FIS system is under development and the plan is to introduce
it in three phases as follows: '

Phase I:  (a) income and expenditure recording to be allocated at route
and garage level;

(b) bills to be signed off by responsible budget holder who also
allocates the budget code;

(¢) the budget holder also allocates codes for orders;
(d) facility for engineering data to be incorporated.

Phase II:  System to be computerised with allocation of time profiles and
thresholds for exception reporting.

Phase III: To incorporate actual mileage rather than scheduled mileage.

The system is designed to take data direct from waybills and bus running
boards.

12.162. The FIS system has now been implemented to phase II level and
is likely to be further developed as the core of an integrated MIS system.
Currently WMPTE has no engineering project control on vehicle maintenance
systems implemented but a number of other systems have been computerised:

—engineering productivity scheme;
—waybills;
—stores;
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—payroll;
—market research;
—off bus sales.

CcCT

12.163. The control of program development and computing facilities rests
with the Cardiff City Council, and the development of MIS systems had been
frustrated until 1979 by the lack of systems analysis and programming support.

12.164. In 1974 a route costing system was introduced which allocates
revenue, variable, semi-variable and fixed costs to individual routes. Since
waybills in CCT are aggregated over routes it is not currently possible to
extend the system to allocate costs and revenues to individual trips.

12.165. In 1979 a proposal was made for a system which would produce
life cycle costs by individual vehicle using data derived from the standard
accounting package. The achievable specification was not considered appro-
priate by the engineers and a specification for an entirely new suite of programs
is being developed.

12.166. The payroll, stores and ledger systems are already in use on the
City mainframe. Recently three micro-computers have been installed to under-
take waybill analysis and a. pilot study is under way with a package that
is designed to provide up to the minute operational data and to provide
management with information on operational performance, miles operated
by route and by bus.

12.167. CCT is currently developing a computer-based system for obtaining
passenger information in conjunction with South Glamorgan County Council.

The NBC companies

12.168. The NBC companies now rely on the central NBC computing com-
pany for new developments and systems support. Computing is now carried
out at a number of regional centres, and they are developing a company-wide
facility and MIS package. The proposal is for two large mainframes based
at Birmingham and Preston to be linked to mini-computers in each company.
Some computing and data preparation will be carried out locally on the mini
and in other cases data will be sent down the link to the mainframe for
processing. It is proposed that the MIS package will cover the following:

—wapges, salaries and payroll;
—accounting cost and budget;
—stores accounting;

—inventory control;

—management accounts and reports.

In the future it is expected that the system will be extended to include inter-
active financial modelling. This would allow managers to test the sensitivity
of the corporate plans to changes in inflation assumptions and fares elasticity.
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They are currently developing a programme to analyse the trends in the four
weekly management reports on a visual display unit and to make comparisons
across companies.

BOC

12.169. Prior to 1976 all systems had been developed separately within each
function for operational control purposes. The costing system was manual
and operated at a highly aggregated level. In 1976 a new costing system was
proposed, developed and implemented in four stages as follows:

Phase I:  Manual operational costing by route to the specification of
CIPFA.

Phase II: Development of integrated ledger to allocate other costs—cen-
tral repair costs, Head Office costs and cost attributable to
NBC.

Phase III: Traffic and engineering budgets produced at depot level but
managed centrally by chief officers.

Phase IV: Detailed budgets issued to Area Managers and depots but
managed at area level.

12.170. BOC has made no development of traffic systems or engineering
systems for fuel consumption statistics or for maintenance costing, but a
number of other systems are computerised for routine management informa-
tion:

—payroll;

—stores;

—scholars’ passes;

—fare tables;

—mileage system—allocates miles run to buses and routes;
—Iledger system;

—sales system.

TMT

12,171, There has been no recent review of the management information
structure in TMT, and most of the present systems were developed separately
within the functions for operational control purposes. The following systems
have been computerised and produce routine management information:

—payroll;
—waybill analysis;
—route revenue (from waybill);
—route mileage revenue analysis;
—engineering records and statistics;
—vehicle maintenance costing;
—purchase ledger;
—nominal ledger.
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Relative computer use

12.172. Table 12.3 sets out the ratio of the 1981 computing budget to total
turnover for each of the undertakings. For a typical commercial organisation
the computing effort would be about 1-2 per cent of turnover.

TasLE 12.3 Computer expenditure for each of the undertakings as a percentage of total revenue

for 1981
WMPTE CcCT BOC TMT
Computer budget % % Ya 7
Total revenue 0-60 0-44 0-82 0-34

Source: MMC study.

12.173. These figures suggest that computer expenditure in the four under-
takings is on the low side of the range common in other industries. The value
for BOC is apparently inflated because there was development work on new
systems taking place during the year. The relatively low use of the computer
confirms to some extent the early development stage of the MIS.

Good housekeeping

12.174. Under this heading we looked at such matters as conditions of
service, use of cars, the provision of canteens, standards of accommodation,
entertainment and attendance at conferences. In general we found that the
undertakings have satisfactory policies which have due regard to economy
in these matters. There are, however, two aspects—the use of cars in WMPTE
and BOC and the operation of canteens in WMPTE-——about which we feel
comment is warranted.

Use of cars

12.175. WMPTE. At present 67 employees of WMPTE, the nature of whose
duties require them to have a car constantly available for use on official duty,
are paid an Essential Car User Allowance, which varies somewhat from the
national scheme promulgated for PTEs. The latter is an orthodox scheme,
providing for a lump sum and mileage payments related to engine capacity
and mileage levels. The WMPTE scheme has four categories of mileage for
essential users:

Category I 2,400 miles 30 users
Category Il 3,400 miles 24 users
Category 111 4,500 miles 13 users
Category IV 7,200 miles Nit

Users are paid the full mileage related to their category (and the appropriate
lump sum} without being required to keep detailed mileage records. Should
a user claim excess mileage, he has to support the claim with precise records
of all his mileage. Another feature of the scheme is that officers who were
designated as essential users on or before 31 December 1980 are, as a retained
condition of service, paid at the rate for a 1451-1750cc car, regardless of
the actual engine capacity of the vehicle. Other essential users are paid at
the rate for the actual engine capacity of the car.

295



12.176. The Executive considers that the scheme is cost effective and that
it avoids the generation of unnecessary mileage by staff. Nevertheless, follow-
ing advice from its auditors it proposes to review the scheme and intends
from 1 April 1982 to institute a systematic sample of Essential Car Users’
mileage. The returns to be submitted by different users from year to year
will show detailed records of their mileage.

12.177. BOC. Eighteen cars are provided on a personal basis for staff
required to be on call and there are four pool cars. Petrol is provided from
a company pump and against four accounts with local garages. Petrol issued
and miles run are recorded by vehicle but there is no monitoring of the one
against the other. Following NBC’s standard practice, there is no reimburse-
ment in respect of private use. We expressed our concern to NBC about
the lack of monitoring in BOC between petrol issues and usage which we
felt was open to criticism. We received an assurance from NBC that the matter
would be put right and we now understand that a monitoring system is being
implemented.

Canteens

12.178. WMPTE. 1t has been the Executive’s policy since it was formed
in 1969 to provide a canteen and refreshment service for all its employees
and to pay the overhead costs from Executive funds. There are 30 canteens
at out stations, 22 of them being run by social clubs and the balance directly
by the Executive.

12.179. During the year 1980-81 the Executive incurred expenditure of £1+4
million on the provision of canteen facilities for its staff. The average cost
per employee was £165-£170, much higher than in the other undertakings.
The Executive told us that it did not consider its canteen subsidy unduly
high.

12.180. We noted that canteen expenditure included nearly £900,000 for
the labour costs and certain other expenses of the 22 canteens operated by
staff social clubs, which are allowed to retain, and apply to their own social,
sports and welfare purposes, any profit on the sales of food and from other
sources such as the operation of gaming machines. The clubs are also seen
as a means of overcoming some of the disadvantages experienced by employees
who work unsocial hours.

12.181. The Executive also told us that catering consultants had recom-
mended the setting of clearer policy objectives on quality, cost and the extent
to which canteens should be subsidised, and the establishment of effective
budgetary control and accounting systems; and steps have been taken to im-
plement these recommendations.

Conclusions

12.182. Largely because of its size, the organisational structure of WMPTE
is far more complex than the other three undertakings and reflects a different
approach in a number of respects, particularty engineering and labour rela-
tions. Since 1974 WMPTE has been subject to continual reorganisations and
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it is not clear whether the best form has yet been achieved. However, we
recommend that after completing the present organisational changes, WMPTE
should for a time limit organisational changes to those necessary to secure
specific efficiency improvements.

12.183. The organisational structures of CCT, BOC and TMT are relatively
simple and straightforward, reflecting the needs of the undertakings and clearly
understood by management and staff,

12.184. Our terms of reference ((i) (f)) drew particular attention to the rele-
vance for the efficiency of BOC and TMT of their positions as subsidiaries
of NBC. We have discussed the effects of this relationship on particular aspects
in earlier chapters of this report (2 and 4 to 9 inclusive). Overall we conclude
that the relationship is both relevant and beneficial to the efficiency of BOC
and TMT.

12.185. Only BOC and TMT, following NBC directives, have implemented
a formal corporate planning system covering the next four to five years.
WMPTE is developing a corporate planning system but operating managers
do not contribute a significant input. CCT has nc planning system beyond
the one year. Neither the NBC procedure nor the proposed WMPTE proce-
dure includes formal targets agreed and tested for feasibility by the operating
units.

12.186. None of the undertakings sets targets as part of a formal unit cost
reduction programme aimed at reducing cost whilst maintaining the same
level of service. Most of the cost reductions which have been secured in recent
years, with the notable exception of those arising from the introduction of
OMO, have resulted from reductions in the level of service.

12.187. We recognise that it may be helpful to produce a corporate plan
over a time horizon of five years or more, setting out a capital programme
and marketing strategy in response to forecast travel demand. However, it
seems to us that an appropriate detailed planning horizon for the bus industry
is three years. This time scale corresponds to the statutory provisions for
three-year revenue support agreements, the lead time for bus procurement
and allows sufficient time for a cycle of time table and schedule revisions.
We, therefore, recommend that each undertaking should adapt its procedures
to produce annually a three-year operational plan, )

12.188. We are conscious of the difficulties which arise in the absence of
three-year agreements with local authorities and the consequent uncertainties
about the level of future revenue support. Nevertheless, the undertakings
should, in co-operation with local authorities, be able to make progress tow-
ards introducing the procedure we recommend below.
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12.189. The procedure for producing the operational plans should have
the basic features set out below, but the degree of detail should be appropriate
to the size of the undertaking and its management resource:

(i) It should set specific three-year targets for service and costs, which
should be consistent with a parallel three-year programme of feasible
unit cost reduction. These should be set in consultation with the appro-
priate local authorities and should work towards a commitment to
a provisional statement of the three-year revenue support programme.

(ii) The plan should provide for a firm one year ahead budget, a provisional
two-year ahead budget and a third year ahead budget in outline.

(i) It should include specific targets in physical and financial terms for
managers in Administration and in Traffic and Engineering down to
depot and garage level. The feasibility of the targets and the consequen-
tial resources required should be agreed with the appropriate manager.

(iv) Each manager should produce an active plan setting out the tasks and
resources needed to achieve his target.

(v) The plan should be monitored annually against outturn and rolled
on for one additional year. Managers should be subject to formal stew-
ardship reviews.

(vi) The future development of Management Information Systems should
be compatible with the operational planning procedures:

(a) It should provide each manager with the information needed to
produce his active plans and set targets.

{(b) 1t should provide each manager with monthly reports with which
to monitor his outturn against his particular plans.

12.190. WMPTE and NBC centrally have seen the need for a review of
the Management Information Systems and have plans for producing a more
integrated system which will improve the precision of the planning and finan-
cial information. CCT systems are relatively less refined and their development
is dependent upon adequate resources being made available for systems analy-
sis and programming from the appropriate City Council department.

12.191. Improvement of the management and operational control informa-
tion in the engineering function is needed in all undertakings but particularly
in CCT and WMPTE (see also paragraph 6.167). In the area of commercial
planning there is scope for improved information systems relating the sensiti-
vity of passenger reaction to fare and service level changes and the precision
with which avoidable costs are known for service level changes.

12.192. The General Manager of CCT does not enjoy the same autonomy
as the Director General of WMPTE or the General Managers of BOC and
TMT. Many matters relating to the undertaking can only be decided after
submission to one or more committees of the City Council with ensuing delays.
The efficiency for CCT is consequently reduced and we recommend that the
City Council should consider how these matters might be improved.
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12.193. It is quite natural that WMCC councillors should take an interest
in the operations of WMPTE and this can promote a healthy questioning
of the services provided. However, if this interest is carried to the stage of
intervention in day-to-day matters as the evidence presented to us shows,
efficiency is adversely affected.

12.194. We regret that WMCC does not use its powers to set efficiency
targets for WMPTE. However, we do not think that it would be an improve-
ment for the PTE to become part of the county council.

12.195. The arrangements imposed by statute on a PTE and its county
council do not make for easy relationships between those bodies. Nevertheless,
key individuals in WMCC and WMPTE have succeeded in making the ar-
rangements work satisfactorily.
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CHAPTER 13

Comparative performance of the undertakings

Introduction

13.1. The terms of reference ask the Commission to comment in particular
upon:
‘the relevance for the efficiency of each of the said bodies of its size’;
and
‘whether any significant conclusions can be drawn from the differences
between the efficiency and costs of each of the said bodies and each
of the others’.

To obtain some understanding of these areas it would seem necessary to com-
pare the relative efficiencies of the four undertakings. However, we recognise
that this is a very difficult process and that the outcome requires careful and
cautious interpretation.

13.2. The difficulties arise from two sources. First, there is no commonly
used single aggregate measure of efficiency, and secondly, there are a number
of factors, which are beyond the direct control of management, which signifi-
cantly influence the measures of efficiency. We would strongly expect efficiency
to be influenced by the following groups of factors:

(a) the level of revenue achievable which depends upon the response of
the passenger market to service and fares policy especially the con-
straints of external policies of local authorities and general rate and
revenue suppori,

(b) the socio-geographic environment in which the undertaking operates,
including the travel demand pattern, geographically and temporally,
and the road network, terrain and level of other road users;

(¢) the management efficiency with which the appropriate mix of resources
is adopted and controlled.

Only factors in group (¢) can be said to be totally within the control of
managers, those within group (b) are almost certainly outside their control,
whilst in group (a) there may be some scope for management influence.

13.3. During our investigations we asked each undertaking formally about
the validity of comparisons. They told us that there was no satisfactory method
currently available. They all agreed that to use ‘cost/mile’ as an indicator
would be misleading for the reasons discussed above. WMPTE suggested that
‘cost per hour’ may be a better indicator, this is equivalent to adjusting total
costs for differences in vehicle speed, and also suggested that “passenger miles
achieved’ could be used for comparisons. TMT suggested that ‘net revenue
per mile’ would be the best indicator.

13.4. We have selected two performance indicators which we believe meas-
ure social efficiency and commercial efficiency in terms of the conflicting objec-
tives placed upon them by the present system of financial support for public
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transport. We have set these measures in a logical framework which shows
their relationship to those suggested by the undertakings, to the code of prac-
tice suggested by DoT and to a number of other partial measures used by
the industry.

13.5. NBC on behalf of BOC and TMT has told us that it thinks the meas-
ures we have chosen are inappropriate. It has also told us that it believes
the method of analysis we have used to investigate the likely magnitude of
the influence of external factors on operations ‘does not correspond in any
way to the pattern of mainly radial services operated as urban, suburban,
rural and inter-urban networks’. It has also told us that some of the data,
which we believe is important in understanding these effects, are not used
by their companies “in the direct control or planning of bus services’ and
therefore the information supplied by BOC and TMT are estimates only.

13.6. Nevertheless we are required to make the comparisons. Because we
found that the operators had no generally agreed methods of quantifying
the influence of external factors on operational efficiency we had to develop
our own methods of analysis and these are set out in the following sections.

13.7. In the rest of this section we discuss in turn:

—the framework of comparison;

—trends in performance indicators;

-—the influence of socio-geographic factors on cost;

—the influence of market behaviour on policy effectiveness.

The framework of comparison

13.8. It seems to us that it would not be feasible to assess and compare
directly the contribution of management efficiency to differences in the perfor-
mance indicator in other than qualitative terms. We propose therefore to
attempt to assess the probable contribution of the factors in group (a) pas-
senger behaviour and in group () socio-geographic factors to the differences
and then to discuss the significance of any residual difference. Significant
residual differences may not be totally unambiguous, for they may result from
the level of management efficiency or from an additional external factor or
a combination of both.

Primary measures of efficiency

13.9. The notion of efficiency refers to the conversion of resources into
useful output. The usual measure of efficiency is the ratio of the useful volume
or value of the product produced to the volume or value of the associated
resources consumed. The ratio is meaningful only in so far as the units chosen
for the output and input are such that a change in the volume of input has
a direct effect on the volume of output, and that the output is useful and
related to the objectives of the system. In this respect the immediate difficulty
is in defining a primary measure for the bus industry. This arises in part
from the division of responsibility between the local authorities who are
required to serve the transport needs of their area which includes a large
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element of social objective and the undertakings who are required to break
even on operations which relates clearly to a commercial objective. However,
particularly in the case of BOC and TMT break-even may be considered
more of a constraint that limits the achievement of other objectives. WMPTE
with its close association with WMCC may be considered as having responsi-
bility in both areas.

13.10. We shall consider two primary measures, the one concerned with
social efficiency and the other with commercial efficiency. It is unlikely that
the operating point for maximum efficiency in each case will be the same.

13.11. There are a number of ways of viewing the level of social output
and perhaps the best single measure is ‘passenger miles” although the pursuit
of this measure by the undertakings would not be without regard to those
without access to private transport and for route patterns serving hospitals
etc. In terms of commercial output, the level of return on capital is probably’
inappropriate because of the relatively low capital requirements. A better
measure, more in line with statutory objectives, is the level of net revenue.
Taking these outputs together with total associated cost as a measure of
resource input provides our two primary measures of performance:

Number of passenger miles

(i) Level of social efficiency = -
Associated total cost

Net revenue

(i} Level of commercial efficiency = -
Associated total cost

13.12. Passenger miles as a statistic is tabulated only by WMPTE among
the four undertakings but it can be represented as equivalent to—Passenger
journeys x Average journey length—so that passenger journeys can also be
used in the primary measure as a substitute, provided that the average journey
lengths are similar in the four undertakings. The estimates that we have suggest
that they are within about 25 per cent across the four undertakings.

13.13. The definition of net revenue is made difficult because of the nature
of revenue support which is treated rather differently in the NBC companies
from WMPTE and CCT where the support is calculated on the basis of the
deficit. We shall therefore split it into two components so that net revenue
is—

{[Fare paying revenue—Cost] + Revenue Support}

and in the performance measures the first terms will indicate commercial viabi-
lity and the second the network subsidy per mile.

Component measures

13.14. When considering differences in the measures, over time or between
undertakings, it is helpful to represent them in terms of a series of component
measures.
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A Secondary measures

13.15. By introducing vehicle miles as an intermediate output the primary
measures can be expressed in terms of secondary measures:

Passenger miles  Passenger miles y Vehicle miles

Total cost Vehicle miles Total cost
Net revenue _ Net revenue . Vehicle miles
Total cost Vehicle miles Total cost

13.16. The first term of the components, passenger miles/vehicle miles and
net revenue/vehicle miles, will be strongly influenced by the market behaviour
of the potential passengers, and also gives an indication of the matching of
supply and demand. The second term, vehicle miles/total cost, is the commonly
used measure equivalent to cost per mile and will be strongly influenced by
the socio-geographic factors. The secondary factors therefore provide some
degree of separation of the main external factors.

B. Tertiary measures

13.17. By introducing vehicle number and employee number as intermediate
inputs the secondary measures can be expressed in terms of resource utilisa-
tion:

Vehicle miles

Total cost
Vehicle miles y Vehicle no g Employee no g Employee cost
Vehicle no Employee no Employee cost Total cost

13.18. The first term is the vehicle utilisation which is influenced by socio-
geographic factors and also by bus scheduling efficiency. The second term
concerns manpower utilisation and depends on crew, maintenance and
administrative efficiency. The third and fourth terms will be greatly influenced
by the socio-geographic environment.

13.19. The rest of this chapter sets out the trends and relative values of
the various measures described above, and attempts to assess how they may
be influenced by factors outside the control of management.

Trends in the efficiency measures

13.20. In the framework discussed above we have set out a number of
measures to indicate the level of efficiency in a number of areas. Recently
the Secretary of State issued a Code of Practice calling for operators to publish
a set of performance indicators. Some of these are identical to those set out
above and others are equivalent variations.
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13.21. Tables 13.1, 13.2, 13.3 and 13.4 set out the trend for the performance
indicators for the four undertakings together with those required for the Code
of Practice. In the table some of the measures have been inverted to give
unit cost measures which are more familiar,

TaBLE 13.1 Trends in performance indicators for WMPTE

1976- 1977 1978 1979 1980

77 78 79 80 81
Primary measures
Total cost/pass miles P 76
Total cost/pass journeys p 175 17-8 18-8 198 211
Net pass rev/total cost* ~0184  —0:064 —0043 —0095 —0-096
Rev supt/total cost* 0-285 0-188 0-156 0-148 0-147
Secondary measures
Pass miles/veh miles 188
Pass journeys/veh miles 7-58 730 710 7-20 6-81
Net pass rev/veh miles £ —0244 —0-083 —-0057 —-0135 —0-138
Rev supt/veh miles £ 0-378 0-245 0-208 0212 0-212
Total cost/veh milest £ 1:33 1-30 1:33 1-43 1-44
Tertiary measures
Vehicle miles/vehiclest 28+78 2843 28412 2927 28-79
Employees/vehicles 3-40 336 332 338 3-23
Employees/employee cost {emp/£'000) 0117 0119 0116 0110 0-108
Emp cost/total cost 0-762 0-767 0+765 0-739 0722
Other measures
Pass miles/vehicles *000s 578 569 546 572 553
Pass miles/employees '000s 174 170 160 165 163
Pass journey/vehiclest '000s 2183 2074 199-8 2107 196+2
Pass journey/employeest  °000s 64-28 61-82 6015 62:25 60-67
Net pass rev/vehicles £°000s —704 —2-36 -~ 1+61 -394 —397
Rev supt/vehicles £°000s 10-88 6-95 5-86 619 6:10
Net pass reviemployees  £000s —2:07 —-071 —0-49 —117 —1-23
Rev supt/emplovees £°000s 320 207 1-76 1-83 1-88
Vehicle miles/employeest  *000s §-48 8-47 8-46 865 890
Lost miles %+ 240 223 2-4 3-8 19
Ave fare/pass journey* p 14-27 16°64 1796 17-92 19-09

Source: MMC study.

Passenger revenue includes concessionary fare grant.
All prices at 198] level.

* Measure similar to that of code of practice.
* Required for code of practice.

Notes:
1. No. of buses has been taken as No. owned on 31 QOctober ¢ach year.
2. No. of employees has been taken as the actual No. of full-time employees in post on 31 December each year.
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TABLE 13.2 Trends in performance indicators for CCT

1976- 1977~ 1978— 1979--
77 78 79 80
Primary measures
Total cost/pass miles P
Total cost/pass journeys p 246 2340 22:9 242
Net pass rev/total cost* —00508 —0-0046 —0-0008 —0-0573
Rev supt/total cost* 0-118 0:086 0077 0146

Secondary measures
Pass miles/veh miles
Pass journeys/veh miles - 6-34 641 651 644

Net pass rev/veh miles £ —0:073 —0006 —0001 —0-057
Rev supt/veh miles £ 0-171 0117 0107 0210
Total cost/veh milest £ 1-45 1-36 1-38 1-45
Tertiary measures
Vehicle miles/vehiclest 32-12 29:02 271 273
Employees/vehicles 4-51 3-79 337 346
Employees/employee cost (emp/£°000)  0-125 0-126 0-119 0-118
Emp cost/total cost 0778 0-761 0-759 0-743
Other measures
Pass miles/vehicles *000s
Pass miles/femployees "000s
Pass journeys/vehiclest *000s 188-9 172-4 163-4 163-1
Pass journeys/employeest  *000s 41-88 45-39 48-54 47-20
Net pass rev/vehicles £°000s —2:37 —0-18 —0:03 -~ 226
Rev supt/vehicles £000s 11-53 9:32 813 10-91
Net pass reviemployees  £'000s ~0-524 —0-048 —0-008 —0-655
Rev supt/employees £°000s 1218 0-896 0-857 1+663
Vehicle miles/employeest  *000s 712 7-64 8:05 791
Lost miles %, 4-40 4:21 9-73 972
Ave fares/pass journey® p 22:39 22-86 22-87 22+83

Source: MMC study.

Passenger revenue includes concessionary fare grant.
All prices at 198t Jevel.

* Measure similar to that of code of practice.
+ Required for code of practice.
¢ The passenger mile estimate for CCT is subject to a very large margin of error.

Notes.
1. No. of buses has been taken as No. owned on 31 March each year.

2. No. of employed has been taken as the actual No. of full-time employed in post on 31 December euch year.
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TanLE 13.3 Trends in performance indicators for BOC

1977 1978 1979 1980 1981

Primary measures

Total cost/pass miles p 18-8

Total cost/pass journeys p 33-1 32+8 33:5 386 393

Net pass rev/total cost* —0:037 +0013 —-0065 —0135 —0-154

Rev supt/total cost* 0-064 0-056 0-083 0-061 0-077
Seconday measures

Pass miles/Veh miles —55

Pass journeys/veh miles 271 2478 294 2-68 2:67

Net pass rev/veh miles £ —0033 —00!11 —0064 —0140 —0-160

Rev supt/veh miles £ 0-057 0-051 0-082 0063 0-080

Total cost/veh milest £ 0-90 091 0-99 1-04 1-04
Tertiary measures

Vehicle miles/vehiclest 34-32 34-83 3343 33:41 31-90

Employees/vehicles 3-81 375 3-71 3:56 3:31

Employees/employee cost (emp/£'000s) 0-170 0164 0-159 0-148 0-143

Emp cost/total cost 0-728 0720 0707 0-710 0-697
Other measures :

Pass miles/vehicles *000s 173

Pass miles/employees *000s 50-6

Pass journeys/vehiclest "000s 93-02 96-7 98:2 84-1

Pass journeys/employeest '000s 2440 2581 2645 2465 25+41

Net pass rev/vehicles £7000s —1-13 +040 —2:-143 —4-39 —510

Rev supt/vehicles £7000s 1-96 1-78 2:73 199 2:26

Net pass rev/employees  £°000s —0-30 +0-11 — 058 —129 —1:54

Rev supt/employees £°000s 0-51 0-48 073 0-58 077

Vehicle miles/employees  "000s 300 9:30 9-00 9-20 - 9-64

Lost miles %+ i 0-30 119 2:64 2:36 1-92

Ave fare/pass journeyt p 31-87 33-18 31-36 3342 3333

Source: MMC study.

Passenger revenue includes concessionary fare grant.
All prices at 1981 level.

* Measure similar to that of code of practice.
+ Required for code of practice.

Notes:
t. No. of buses has been taken as No. owned on 31 March each year,
2. No. of employees has been taken as the actual No. of full-time employees in post on ¢l December each year.
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TaBLE 13.4 Trends in performance indicators for TMT

1977 1978 1979 1980 1981
Primary measures

Total cost/pass miles P 13+5
Total cost/pass journeys p 30-3 302 31-8 36 39-35
Net pass rev/total cost* —0-058 -0014 0045 —0-037 —0-000
Rev Supt/total cost* 0-074 0-079 0072 0-058 0068
Secondary measures
Pass miles/veh miles 643
Pass journeys/veh miles 2:72 277 2:76 2-53 222
Net pass rev/veh miles £ —-0-048 —0012 —0:040 —0'034 —0-000
Rev supt/veh miles £ 0-062 0-066 0-063 0-054 0-060
Total cost/veh miles™ £ 083 0-84 0-88 092 0-87
Tertiary measures
Vehicle miles/vehicles? 42-73 45-64 4436 4899 46-12
Employees/vehicles 3-970 4034 4067 4353 3-792
Employees/employee cost (emp/£'000s) 0-153 0-148 0149 0140 Q144
Emp cost/total cost 0-733 0712 0-703 0-689 0654
Other measures
Pass miles/vehicles '000s 296-5
Pass milesfemployees 000s 7818
Pass journeys/vehiclest *000s 1163 1267 122:3 124-0 1624
Pass journeys/femployeest  ’000s 2929 3142 30-13 2848 27-01
Net pass rev/vehicles £°000s —2:034 ~0544 —1-764 —1-658 0-014
Rev supt/vehicles £000s 2-617 3-020 2-790 2:635 2-753
Net pass revfemployees  £7000s —0-512  —-0135 -—0434 —-0-381 —0013
Rev supt/employees £000s 0659 0-749 0-686 0603 0726
Vehicle milesjemployees  '000s - 10-76 11-33 1091 11-25 12-16
Lost miles %t 1-80 1-18 275 339 034
Ave fare/journey’® P 28-58 29-84 30-37 3501 39-33

Source: MMC study.

Passenger revenue includes concessionary fare grnat.
All prices at 1981 level.

* Measure similar 1o that of code of practice.
+ Required for code of practice.

Nortes:
1. No. of buses has been taken as No. owned on 31 March each year.
2. No. of employed has been taken as the actual No. of full-time employees in post on 31 December each year.

13.22. The procedure for accounting for capital charges and depreciation
varies between the undertakings. To provide a greater degree of comparability
the costs used in the tables are total costs, less depreciation, less interest,
less leasing charges. Also for reasons of comparability we have used operated
miles rather than scheduled miles and revenue obtained in the course of carry-
ing passengers rather than total revenue minus revenue support. The decision,
whether or not to include the income from LA concessionary fares payments
in passenger revenue, depends on whether any additional revenue could be
obtained from users of the concessions if the LA support were withdrawn.
For the purpose of this chapter we have included it in passenger revenue
because it is probable that at least some additional revenue could be obtained
direct from the current users of the concessions.

13.23. To include the concessionary fare payments as part of the fare paying
revenue provides an optimistic or upper limit to the commercial performance
indicator, to exclude it provides a pessimistic or lower limit. In the event of
the concessions being withdrawn the actual performance would lie between
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the two. For the purpose of our comparisons we shall consider the upper
limit in detail. WMPTE has told us that the amount of concessionary fare
payment it receives is based on an estimate of the revenue loss from that
proportion of users who would be expected to have paid full fare in the absence
of a concession. The lower limit may therefore be over pessimistic for
WMPTE.

13.24. Table 13.5 sets out the values of the primary performance indicators
and the relationship with the value of the component ratios. The greater the
value of the primary indicator the better the performance. The greater the
value of a component ratio the greater the contribution to total performance.
However, it is noticeable that the highest ranking components do not appear
consistently in the highest ranking primary indicators. For example; in
1980-81 WMPTE had the best performance for the primary social efficiency
indicator, but in terms of the components only performed best with respect
to passenger miles/vehicle miles, vehicles/employee and employee cost/total
cost in the same period. TMT had the best value of vehicle miles/vehicle,
BOC the best value of cost per employee.

13.25. Figure 13.1 shows the trend in the primary social performance indi-
cator and Figure 13.2 the trend in the primary commercial performance indi-
cator in terms of the optimistic value including concessionary fares payment.
To indicate the sensitivity of the commercial performance to the level of con-
cessionary payment we set out the performance trend excluding this element
in Figure 13.3.

13.26. The social performance indicator seems to be a fairly stable indicator,
and the use of passenger journeys as a substitute for passenger miles gives
the same ranking order. WMPTE performs best of the four whilst BOC per-
forms least well but all show a worsening trend in social performance. The
secondary measures show that the urban operators tend to have high levels
of passenger loadings per mile operated, but high running costs. per mile,
whilst the inter-urban operators have low running costs and low average pas-
senger loadings.

13.27. The commercial performance indicator appears to be less stable. The
variability from year to year prevents great confidence in a rank order and
it may be that the pursuit of a break-even position imposes a cyclic pattern
on this measure. Currently TMT and CCT perform better than BOC and
WMPTE if one includes the concessionary payments; TMT is very close to
break-even. However, CCT and WMPTE are more sensitive to these conces-
sions than BOC or TMT. The relatively good performance of CCT depends
upon the assumption that if the concession payments were withdrawn then
CCT would retrieve a large proportion of revenue directly from the users
of the concessions. In the case of WMPTE if the concessionary payments
were to be withdrawn and revenue could not be retrieved from the users
then they would appear to have the worst commercial performance of the
four. However, this may be too pessimistic (see paragraph 13.23). The position
of TMT as the best commercial performer would not be altered if one excluded
the concessionary payment from the definition of passenger revenue.
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FIGURE 13.1 Trend in social performance
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FiGURE 13.2 Trend in commercial performance, including concessionary fare grants.
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FiGURE 13.3 Trend in commercial performance, excluding concessionary fare grants.
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WMPTE

13.28. The adverse trend in the social performance results from a steady
decrease in the oumber of passengers carried for each mile operated over
the whole period. WMPTE has told us that there was a temporary improve-
ment in 1981--82. Despite this, net passenger revenue per mile improved until
1979 and then worsened. This has been reinforced by an upturn in costs per
mile over the last three years.

13.29. From the tertiary measures we can see that vehicle utilisation has
tended to improve slightly over the period 1977-79 with manpower utilisation
improving slightly in the last year. However, the employment cost has been
rising steadily but other costs have not fallen relatively to compensate.

CcCTr

13.30. The adverse trend in social performance in the case of CCT has
not extended over the whole period. There was some improvement in the
first three years, since when there has been a reduction in the number of
passengers carried per mile. However, net revenue per mile improved in the
years 1977-78 and 1978-79. Costs per mile have been variable over the period
but achieved a minimum in 1979-80 which contributed to the peak in net
passenger revenue.

13.31. The tertiary measures show a complex variation, with vehicle utilisa-
tion improving in the middle years but worsening in the last year, manpower
utilisation improving in the early period and then remaining steady. CCT
manpower costs have been rising over the period but other costs have not
been falling relatively to compensate.

BOC

13.32. The adverse trend in social performance in BOC has resulted less
from loss of passengers per mile operated and more from a steady increase
in costs per mile. Indeed, the passenger loadings were improving in the early
years. However, net passenger revenue per mile has been falling at a greater
rate than passenger numbers.

13.33. The tertiary measures show that vehicle utilisation in BOC is substan-
tially higher than for WMPTE or CCT and has been declining over the last
three years. There has been a steady improvement in manpower utilisation
but an increase in manpower costs which is rather more than that for WMPTE
and CCT. BOC had a comparatively high level of OMO at the beginning
of the period so improvement from this source would probably be small.
The increased manpower costs have not been compensated by reduced costs
elsewhere.

TMT

13.34. The adverse trend in TMT social performance indicator results
mainly from a substantial drop in passengers carried per mile operated in
the later period before which the loadings appeared to be stable. This may
be partly due to the effect of increased linking of services which may result
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in some journeys being currently counted as one but previously counted as
two. Net revenue per mile operated is currently the highest of the four and
improving steadily against the trend of passenger loss. Costs per mile operated
in TMT worsened slightly in the early part of the period but in 1981 a real
reduction in unit costs was achieved over the 1980 value.

13.35. The tertiary measures show that vehicle utilisation is highest of the
four undertakings and generally improving. Manpower utilisation improved
significantly in 1981 and manpower costs are increasing. However, in the
period 1980 to 1981 there was compensating relative reduction in other costs.
The relatively good performance in cost per mile results from an increasingly
high level of vehicle utilisation and since 1980 an increasing level of manpower
utilisation. '

The Influence of Socio-Economic Factors on Cost

13.36. However, comparing these indicators at their face value may not
be entirely valid because of the influence of external factors. A better compari-
son could be made be estimating the best possible value in the specific circum-
stances of each undertaking and comparing the degree of achievement. An
equivalent procedure is to adjust the values of the indicator to simulate the -
values they would have under common circumstances. The following sections
discuss the probable level of adjustments that should be made.

13.37. The two efficiency measures outlined in the framework both have
the ratio, vehicle miles/cost as a component measure. The cost element will
certainly be related to the level of service provided in terms of frequency
and accessibility. It will also be affected by a number of external factors:

—road speed ; because many costs are incurred on a time basis;
—the peak to off-peak ratio and the balance of passenger flow: because
these factors influence the level of PVR;

—the average passenger trip length in terms of time: because this will set
the occupancy rate and hence required capacity;

—population density and level of car ownership: because these parameters
determine the level of demand.

13.38. We have constructed a simple simulation model to indicate the
nature of the relationship between cost and the parameters discussed above.
The mode! is based on a simple uniform grid network, from which the number
of bus hours, bus miles and a number of buses can be determined to provide
a given level of frequency and accessibility.

13.39. The cost of running the system can then be estimated from the fol-
lowing relationship:
Total cost = bus hours x unit cost component per bus hour
+ bus miles x unit cost component per bus mile
+ PVR x unit cost component per bus per year
The definition of the three unit cost components are set out in Table 13.6
and can be estimated from the CIPFA cost allocation procedure. Table 13.7

sets out the values of these unit costs for the four undertakings. The mathe-
matical formulation of the model is given in Appendix 13.1.
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13.40. The breakdown of costs in Table 13.7 demonstrates a reasonable
degree of uniformity in the unit costs. Some variation is introduced as the
result of accounting differences. In particular, CCT has no depreciation or
interest charges on capital, so the semi-variable and fixed cost components
allocated by PVR are shown with and wihout the financial and leasing charges.
There also appears to be a difference in accounting with respect to fixed
costs allocated by time.

TaBLE 13.6 Cost categories and allocation with CIPFA convention

Categories of cost relating to time of response to a
change of service level

Allocation
parameter Variable costs Semi-varigble costs Fixed costs
Time
Drivers” hours Crew costs Traffic supervision staff Administration
PSV servicing Traffic expenses Welfare
PSV maintenance
RTITB
Distance Fuel
Miles operated Tyres
PSV hire
Insurance claims
Peak no of Publicity Buildings
vehicles PSV licences Cars, vans, etc
PSV insurance Communications
PSV leasing Interest
PSV depreciation
Notes:

(1) The unit costs are obtained by summing the variable, semi-variable and fixed costs, for each allocation parameter and
then dividing the total obtained by the annual value of the same parameter.

(2) The CIPFA code allocates by drivers’ hours but this can be converted to bus heurs by dividing by the observed scheduling
efficiency.

TaBLE 13.7 A comparison of unit costs under CIPFA convention

Cost category

Unit Unit Unit Total
Allocation variable semi-variable fixed unit
parameler cost cost cost cost
Time WMPTE 421 317 1-57 8-95
Cost in £ per CCT 4-64 2:58 1-69 8:91
driver hr BOC 523 3-36 0-76 9-35
TMT 551 277 0-98 926
Distance WMPTE 011 011
Cost in £ per CCT 0-135 0-135
vehicle mile BOC 0097 0-097
T™MT 0-106 0-106
Without Without Without
capital  Total  capital  Total  capital  Total
charges charges charges
PVR WMPTE 649 4,102 4,266 4,669 4,915 8,771
Costin £ per CCT 566 689 3,454 3,454 4,020 4,143
peak vehicte  BOC 506 2,808 3,678 5,418 4,184 8,226
per year T™T 521 3,742 4,991 5,828 5,512 9,570

Source: MMC study.
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13.41. The most significant determinant of cost is the number of hours
of bus time involved and for a given mileage this is inversely proportional
to the average speed. The simulation model for a simple grid network set
out in Appendix -13.1 gives some indication of how cost per mile may vary
with speed, population density, peak to off-peak ratio, unidirectional flow
and frequency. These variations are shown in Figures 3, 4, 5, 6 and 7 of
the appendix. Table 13.8 lists the values of a number of socio-geographic
factors for each of the undertakings.

TABLE 13'8  Average socio-geographic operating environment for each undertaking

Parameter WMPTE CCT BoC TMT
Geographical factors
Population: millions 2-86 0-27 1770 1-123
Asga: miles 355 463 2,136 1,062
Average speed: mph 1031 107 137 16-8
Passenger travel pattern :

Peak to off-peak passenger } 2. o4 <. 21
Flﬂowlgate:ratio ' 1-8:1 2:04:1 1-54:1 1-33:1
ow of passengers in <. < . .

max direction to minimum: ratio } 3511 1-5:1 2:0:1 0.1
Average trip length: miles 29 24 23 30
Duration of peak: hrs 3-5 375 35 35
Ratio of non-car owners to

car owners } 2:46:1* 2:7:1% 2:06:1* 2:96:1*

Service level

Length of service day: hrs 19-5 186 180 11-3
Average frequency: bus/hr 4-2* 3-3* 1-29% 1-27*
Average accessibility: miles 0-29 0-33* 1:3* 0-65*
Average vehicle capacity 66 a5 56 61

Source: MMC study.

Notes:
(1) Figures indicated by * have been estimated by MMC.

(2) The length of service day is taken in to include 95 per cent of services.

(3) Average frequency was estimated from the annual frequency, the length of the service day and assuming 365 operational
days in the year.

{4) Average speed has been calculated as bus miles/bus hours.

13.42. Table 13.9 sets out the composition of the cost/mile value in terms
of the component of cost due to mileage, the component of cost due to time
and the component of cost due to peak vehicle requirement for the year
198182 in current prices. We have used the concepts of the model to indicate
how the cost components might change if all the undertakings operated under
the same conditions as WMPTE with respect to the following geographic
and passenger factors:

—same average speed;

—same peak to off-peak ratio;
—same balance of passenger flow;
—same average trip length.

13.43. The model assumes that changes in the number of passengers carried
on buses at peak times will directly affect the number of buses required at
the peak. The costs in the model depend on this assumption and are therefore
sensitive to variations in the estimate of the size and direction of peak flow.
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The model may tend to over-estimate the increase in the frequency of service
required in the peak in absolute terms. We have therefore used the model
to compare only relative cost changes between the undertakings by adjusting
the actual observed unit costs for each undertaking relative to the difference
between their actual environment and the standard. The adjusted components
are shown in Table 13.10 in the columns headed ‘condition a’. We are inter-
ested only in whether adjusting for these factors reduces the variation in cost
per mile between undertakings. Because of the uncertainty of the data and
the nature of the model no significance should be given to the order of ranking
in Table 13.10.

TaBLE 13.9 The components of total cost/mile for the year ending 31 December 1981 for the
four undertakings {excluding financing costs etc)

Components of total cost/mile

Cost due Cost due Cost due
to mileage to time to PVR Total cost/mile
£/mile £/mile £/mile £lmile
WMPTE 0-110 1-145 0-129 1-384
CCT 0-135 1-045 0-096 1-276
BOC 0097 0:338 0-098 1033
T™MT 0-106 0-673 0-095 0-874

Source: MMC study.

Note:
The data for this table were prepared by a special exercise of the undertakings and because of rounding and averaging the
total costs are slightly different from those quoted earlier in the chapter.

TaBLE 13.10 The components of total cost/mile for the four undertakings adjusted to illustrate
the probable value if each undertaking worked in the same socio-geographic environ-
ment as WMPTE

Adjusted components of total costimile

Adjusted cost Adjusted cost Adjusted cost Adjusted total
due 1o mileage due to time due 1o PVR costimile
£fmile £imile £/mile £imile
condition condition condition condition
a b a
WMPTE 0:110 1-145 0129 0-129 1-384  1-384
CCT 0135 14084 0143 0-142 1-362 1361
BOC 0-097 1-113 0182 0219 1-392 14429
T™T 0-106 1097 0193 0142 1:396  1-345

Souwrce; MMC study.

13.44. Cost changes occur in the time component when adjusting for differ-
ences in average speed because for the same number of miles operated, the
time spent and hence the driver wage cost etc, depend on the speed. Cost
changes occur to the PVR component when adjusting for differences in the
other factors because they change the peak passenger flow that must be catered
for.

13.45. The speed adjustment has the effect of substantially increasing the
unit cost of the time component in BOC and TMT and the other factors
produce substantial increases in the unit cost of the PVR component in CCT,
BOC and TMT.
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13.46. In principle it is possible to adjust for differences in population den-
sity and level of service. These will influence simultaneously the PVR and
the number of miles operated. The combined effect may produce unit cost
changes in the PVR component in either direction depending upon which
effect dominates. We have used the model to adjust also for variations in
the following factors:

—population;

—Ilength of service day;

—frequency;

—accessibility;
to estimate the cost/mile if all undertakings had the same value as WMPTE
for their factors. The results are shown in Table 13.10 in the columns headed

‘condition b’. The results should be regarded with some caution because of
the uncertainty in the elasticity to changes in frequency and accessibility.

13.47. It must be recognised that the model is very simple and the para-
meters used have been averaged over the whole activities of each undertaking.
In some cases they could be estimated only subjectively and subject to a wide
range of error which may differ between the undertakings, and may in some
cases include the difference between undertakings. Also the CIPFA system
is based on an attribution of costs which necessarily involves some arbitrary
allocations which may not quite match the implied demand relationships.

13.48. Nevertheless, when allowance has been made for these consider-
ations, the analyses based on the figures supplied to us by the undertakings
do suggest that a large part of the difference between undertakings in terms
of cost per mile is due to the difference in the impact of external factors.
This is consistent with the emphasis which all the undertakings placed in
the evidence to us on the importance of these external factors.

The influence of changes in the national economy

13.49. The unit cost of resources change over time depending to some extent
on the changes in the economy nationally. Also the relative cost between
resources may change. Managements react to these changes by cost reduction
programmes and by changing the resource mix by substituting less expensive
or more productive resources.

13.50. We have investigated how the undertakings have reacted to trends
in the external economy, that is to trends in the unit cost of resources, and
to what extent they have been able to absorb the changes in real costs of
inputs.

13.51. We have tried to simulate what would have happened to their unit
cost, in terms of cost/mile, with a ‘hands-off’ policy since 1974, ie had they
taken no action to offset cost increases but had accepted the unit cost trends
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which prevailed in the economy as a whole. The assumptions of a ‘hands-off’
policy were:

—no change in operating procedures;

—no change in labour productivity;

—rno change in fuel efficiency;

—no change in quality of service;

—that cost component trends followed those in the economy as a whole.

13.52. We considered the following components of cost in terms of resource
inputs, labour, materials, fuel, tyres and all other costs excluding financing
charges such as interest and depreciation. Figure 13.4 shows the national
trends for these components relative to RPI, indexed to 100 in 1974. For
the purpose of simulating the expected unit costs under the ‘hands-off’ policy
the following indexes of national trends were used:

—Earnings —Average annual earnings for whole economy, all
employees. ,

—Materials  —Average annual price of materials purchased by manufac-
turing industry.

—Tyres —National index of the price of rubber tyres and tubes.

—Fuel —National index of the price of derv.

—Other costs —Assumed to follow RPI.

13.53. The expected cost trends have been estimated by taking the cost
structure of each undertaking in 1974-75 and projecting each component into
subsequent years assuming the trends in Figure 13.4. It is then possible to
compare the expected with actual unit cost in total and the proportion of
the difference accounted for by each component.

13.54. The choice of base year is important because any atypical behaviour
of the cost structure will be carried through to other years when calculating
the expected unit cost. When considering four undertakings it is difficult to
select a base year which is neutral in this respect for all of them. We have
selected 1974 to provide a sufficiently long time span over which trends may
be evident. In the case of BOC and TMT we understand that in 1974 their
wage awards were somewhat below the rest of the industry, and in 1975 were
somewhat higher. This should be borne in mind when considering the analysis.

13.55. Figure 13.5 shows the expected and actual unit costs for each under-
taking in terms of absolute cost/mile. Figures 13.6-13.9 show the actual and
expected trends for each undertaking indexed to 100 in 1974 together with
the proportion of the difference accounted for by each component alsc indexed
to 100 in 1974.

13.56. The analysis suggests that none of the undertakings has been able
to hold unit cost increases in line with the real changes in individual cost
of resources experienced in the national economy as a whole over the years
1974-81. The main areas of divergence have been in labour costs and materials
presumably associated with the increasing complexity of the maintenance task.
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FiGurs 13.4 National trends in the input cost elements of operational expenditure, 1974-1980
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Figure 13.5 The four bus undertakings: Comparison in real terms of trends for actual end expected
costs per Bus Mile, 1974-1981, at 1974 prices
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FiGURE 13.6 West Midlands PTE: Comparison in real terms of trends for actual and expected
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Figure 13.7 City of Cardiff Transport: Comparison in real terms for actual and expected costs
per mile operated, showing the proportion of difference attributable to the component

resource costs. All costs deflated by RPI
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FiGURE 13.8 BOC: Comparison in real terms of trends for actual and expected costs per mile
operated, showing the proportion of difference attributable to the component resource
cost. All costs deflated by RPIL
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Ficurs 13.9 TMT Co Ltd: Comparison in real terms of frends for actual and expected costs
per mile operated, showing the proportion of difference attributable to the component
resource costs. All costs deflated by RPI
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WMPTE

13.57. Over the last seven years the cost per mile for WMPTE has increased
by some 5 per cent in real terms above that expected from the change in
resource costs. Most of this increase resulted from increase in material costs.
In the early period there appears to have been a decline in labour cost com-
pared with the economy as a whole. This advantage was lost in the middle
period but appears to have been regained currently.

cCcT

13.58. The actual costs per mile for CCT have been kept within about
2-5 per cent of those expected from changes in resource cost. This has occurred
despite significant increases in material costs and has been achieved by in-
creased labour utilisation. Over the year 1980-81 CCT appears to have
achieved a reduction in unit costs to the point where they are almost equivalent
to those in 1974.

BOC

13.59. Over the period analysed the cost per mile of BOC has increased
by about 15 per cent more than one would have expected from the real change
in resource cost in the national economy. However, taking the more recent
years a more stable relationship is indicated. The overall trend is a result
of increased material costs and manpower cost increases mostly incurred in
1974-75 with some smaller increases between 1978 and 1980. There is some
evidence that control has now been regained. The rise in total unit cost now
appears to have levelled out.

T™T

13.60.. TMT appears to have performed least well of the four over the period
with unit costs some 20 per cent above that expected from changes of resource
costs. This mostly resulted from substantial increases in manpower costs rela-
tive to the rest of the economy of about 12 per cent between 1974 and 1976
referred to in paragraph 13.54. In more recent years manpower productivity
has steadily improved. In common with all the other undertakings TMT has
suffered continuing real term increases in material costs. However, recalling
the good steady performance of TMT in terms of the commercial efficiency
indicator (see Figures 13.2 and 13.3) it should be noted that TMT has per-
formed well in absolute total cost terms.

The influence of size on unit cost

13.61. It may be expected that some economy of scale would be derived
from geographical size or from mileage run or from size of fleet. The econo-
mies would be expected from network planning in that the larger the enterprise
the relatively less would be the distorting effects of boundaries. In respect
of maintenance and procurement of materials economies may well be expected
as the size of fleet increases.

13.62. Table 13.11 sets out the cost per mile of the undertakings against
geographic size, mileage, fleet size, together with maintenance costs per bus
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against fleet size for the year equivalent to 1980-81. The table also shows
the 1980-81 cost per mile adjusted to the WMPTE socio-geographic condi-
tions.

13.63. With only four examples it is not possible to draw reliable conclu-
sions. Table 13.11, however, suggests that there is no strong relationship
between unit costs and any of the measures of size. This conclusion is rein-
forced to some extent by the simple grid network simulation which suggests
that population density rather than geographic size is the dominant factor.

TABLE 13.11 The influence of size on unit cost in 1980-81. units

Unit costs measures Measures of size
Total costimile in £ Maintenance
Adjusted Costf Vehicle
Jor bus in Area miles Size of
Actual  socio-geography £/year sq miles operated fleet

T™MT 0-92 1-42 1,176 1,062 18-2m 384*
BOC 104 1-44 1,010 2,136 33 1m 989
CCT 1-46 1-56 1,087 46 623m . 213
WMPTE 1-44 1-44 1,335 355 72:6m 2,478

Source: MMC study.

* Includes 29 vehicles awaiting disposal.

13.64. A further area in which economies of scale might be expected is
in the size of depot, or the number of rota lines on a schedule. It might
be thought that the scheduler would have greater flexibility in scheduling large
rather than smail schedules; thus the scheduling efficiency of crew allocation
may be expected to increase with the number of rota lines. Figure 13.10 shows
the relationship between the scheduling efficiency achieved and the size of
the schedules taken over all four organisations. Since we are only here inter-
ested in trends it was necessary to adjust for the average level of efficiency
between undertakings and divisions because the average level may be set by
a number of other factors such as the skill of the scheduler and the industrial
relations scheduling constraints.

13.65. The results do not suggest that there is any strong relationship
between scheduling efficiency and size of schedule. In any event the variation
introduced by other factors is overwheiming.

The influence of market behaviour on policy effectiveness

13.66. In the two efficiency measures outlined in paragraph 13.11 one con-
tains the ratio, passenger journeys/vehicle miles, and the other contains the
ratio, net passenger revenue/vehicle miles. The values of these ratios will
depend on the influence of population density and car ownership and also
on the reaction of potential passengers to the level of service and fare structure.
Management action to improve the commercial measure—for example in-
creasing fares or reducing service levels—will have an adverse effect on the
other measure, since passengers may decide not to take the bus, or if they
do, reduce their journey length to minimise the increased fare which they
paid.
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The influence of population density and car ownership

13.67. It is a reasonable proposition that for the same network miles and,
if there is spare capacity, for the same bus miles, passenger revenue and pas-
senger numbers will increase with population density and decrease with a
higher proportion of car ownership. Table 13.12 sets out the relative popula-
tion density and level of car ownership for the four areas.

TaBLE 13.12  Comparisons of population density, car ownership and estimated averaged local factors
for the undertakings

Car ownership

Density of
Density of non-car owning  Estimate of current
poptilation in Car ownership population in load factor on
peaple{sq mile  per 1000 population  people/sq mile buses
WMPTE 8,069 264-2 5,738 0-27
CCT 5,908 2458 4,456 0-17
BOC 829 310:7 571 0-08
T™MT 1,057 236-1 808 0-10

Source: MMC study.

pass miles 3
veh. miles ave. bus capacity

Note: Average load factor was estimated as

13.68. The non-car owning population density of WMPTE and CCT is
considerably higher on average than for BOC or TMT and this is reflected
in the high level of the secondary performance measures passenger miles/
vehicle miles and passenger journeys/vehicle miles. It should be possible to
adjust the measures for the difference in population density and to simulate
the value they would be expected to have if all operated with the same value
as WMPTE.

13.69. This is not a simple calculation, for unless there is sufficient spare
capacity there would also be an increase in operating mileage. The effect
of population on operating cost per mile, which resulits from changes in PVR,
has been discussed earlier.

13.70. An indication of the order of magnitude influence of pepulation
size can be obtained by adjusting the actual value in proportion to density,
provided that the implied average load factors do not exceed say 30 per cent
at which point extra mileage would be incurred through increased frequency.

13.71. Table 13.13 sets out the 1980-81 value for passenger journeys per
vehicle mile, and the estimated value for the undertakings if they operated
in the same population size as WMPTE.

TABLE 13.13 Extimated level of social performance indicator for each undertaking operating in
a non-car owning population density similar to WMPTE

Passenger journeys
vehicle mile Estimate of
Estimated value implied load factor
Actual value adjusted for with change of service
in 1980-81 population difference level
WMPTE 681 681 027
CCT 5-68 7-31 0-22
BOC 2:68 269 0-80
T™T 2:53 179 071

Source: MMC study.
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'13.72. The procedure for normalising the commercial performance is more
difficult since it involves adjusting the revenue and cost/vehicle mile simul-
taneously and has not been attempted.

13.73. It would appear that all undertakings could achieve levels of perfor-
mance comparable to WMPTE in terms of passenger journeys/mile given the
denser population in which to operate. In CCT this could possibly be done
without adjusting mileage, whereas in TMT and BOC the implied load factors
are far too high and additional mileage would be scheduled.

The influence of market behaviour

13.74. In attempting to compare the four undertakings it is important to
know whether the effects of the same policy carried out in each undertaking
could be expected to achieve the same success. If there are differences between
undertakings in the relative effect on revenue and patronage for changes in
fares or service levels this will be reflected in the relative difficulty with which
they can raise the performance level of one indicator without adversely affect-
ing the other.

13.75. To help in assessing the passenger sensitivity to policy we have
attempted to construct a financial model of each undertaking within the con-
text of a common structure reflecting passenger behaviour. We were assisted
in this endeavour by the four undertakings in the form of a steering group
with representatives of each undertaking and the Commission staff. The steer-
ing group advised on the most significant factors likely to influence passenger
behaviour and supplied data relating each of these factors to revenue and
passenger numbers for the past five to seven years. Regression analysis was
carried out to estimate the co-efficient of sensitivity of revenue and passenger
journeys to cach of the factors for each undertaking. We were interested in
establishing whether these co-efficients differed between undertakings.

13.76. It has been suggested within the industry that the average passenger
behaviour would not vary very much from area to area. However, our analysis
suggests that the responsiveness of revenue and passenger demand to changes
in fares, scheduled mileage and service reliability may differ appreciably
between the four undertakings. We acknowledge, however, that because of
the quality of the data available, statistical levels of confidence were not
reached.

13.77. The ability to estimate the likely effects of policy changes is very
important to the commercial planning of future operations within the under-
takings. No precise method is yet available to any of the undertakings. We
have made the detailed results of our analysis available to them as we consider
it important that they are better informed about the effects of policy changes.
We hope that in future such effects will be carefully monitored.
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Conclusions
Comparative performance of the undertakings

13.78. In this chapter we have tried to compare the performance of the
undertakings in total one with another by using aggregate measures. In other
parts of the report we have made comparisons of activities such as engineering
and traffic operations which represent only part of the business activities.
A more complete understanding will be obtained by considering the following
conclusions together with those of previous chapters concerned with particular
activities.

13.79. We have not felt it possible to define a single measure of performance -
by which to compare the undertakings. At least two aggregate measures are
necessary, one for social performance and one for commercial performance.
There is a wide variation in the level of these indicators between undertakings
and over time in the case of the commercial performance.

13.80. Management action to improve one measure is almost certain to
affect the other adversely. Currently WMPTE performs best from the social
standpoint as measured by the ratio of passenger miles or passenger journeys
to total cost, and CCT and TMT perform best from the commercial standpoint
as measured by the ratio of net passenger revenue to total cost.

13.81. It is possible to represent the performance measures in terms of a
number of component measures. The best overall performer does not necessar-
ily perform best in all components. The elements which show most variation
are the number of passengers who board per vehicle mile and the vehicle
utilisation.

13.82. Whilst the performance of an undertaking clearly depends on effi-
cient management, our analysis, based on data supplied by the undertakings,
confirms that the level of performance which can be achieved by management
is also to a considerable extent influenced by external factors such as density
of population and traffic congestion.

13.83. We have not been able to demonstrate any strong influence of size
of the whole undertaking on unit costs nor of size of depot on scheduling
efficiency.

13.84. In the areas of fares and service levels there is some indication that
the same policies implemented in different undertakings would achieve differ-
ent levels of success because of variations in market behaviour.

13.85. Tabulations of costs in the form of unit costs derived from the
CIPFA allocation convention (see Table 13.7) may provide possible means
of direct comparisons between undertakings which may be relatively insensit-
ive to the socio-geographic operating environment. We recommend that all
bus undertakings should prepare annually this tabulation of unit costs in a
common form and under common definition of cost categories to be prescribed
by the Department of Transport and submitted to the Department for disse-
mination within the industry. We believe that exploration of the reasons for
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differences in the unit cost categories will not only help the comparison
between undertakings but may also be used within an undertaking to monitor
trends over time.

13.86. In view of the large influence of external factors on the absolute level
of performance we believe that the most helpful current method of comparison
is by means of the trend in improvement over time. In terms of trends all
undertakings show a worsening of social performance of about the same mag-
nitude since 1979. Only in WMPTE was that trend evident before that time.
In terms of the trend of commercial performance BOC and to a lesser extent
WMPTE appear to be in decline whilst CCT and TMT are improving. TMT
in particular has had a good level of performance since 1977.

13.87. We have investigated the abilities of the undertakings to absorb the
trend in external increase in the unit cost of resources. CCT has consistently
had the best performance since 1974-75 followed by WMPTE. With respect
to the two NBC companies TMT appears to have regained control of unit
costs since 1977 but this has yet to occur in BOC.

13.88. We believe that the development of models such as that described
in Chapter 13 would be valuable in helping to assess the likely effects of
proposed policy changes. We therefore recommend that the undertakings con-
sider how they might build on the experience referred to in paragraphs
13.75-13.77.
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CHAPTER 14

Conclusions

14.1 Our terms of reference require us to report whether Bristol Omnibus
Company Limited, Cheltenham District Traction Company, City of Cardiff
District Council, Trent Motor Traction Company Limited and West Midlands
Passenger Transport Executive could in supplying stage carriage services, with-
out significantly affecting the level of services provided, improve their effi-
ciency and thereby reduce their costs. We have to consider this question with
particular reference to the flexibility of working practices and the efficiency
with which manpower and vehicles are used; procedures for maintenance of
vehicles; methods for determining the nature, amount and timing of capital
expenditure and the effect on costs; the way in which efficiency is affected
by local authority policy and the way such policy is communicated to and
within and implemented by the undertakings; the relevance for the efficiency
of the undertakings of their size; and in the case of BOC and TMT, the
relevance for their efficiency of their being subsidiaries of the National Bus
Company. As explained in paragraph 1.5 the Cheltenham company is effecti-
vely part of BOC. We therefore make no separate reference to the Cheltenham
company in this chapter.

14.2. We are also required to report whether any significant conclusions.
can be drawn from the differences between the efficiency and costs of each
of the undertakings and those of the others; whether any of the undertakings
is abusing any monopoly situation, with particular reference to the way it
responds to competition and uses public funds; and whether, in relation to
any matter falling within the terms of reference, any of the undertakings is
pursuing a course of conduct which operates against the public interest.

14.3. We are conscious that we have looked at four only out of many
bus undertakings in England and Wales. It follows that we are unable to
make general recommendations applicable to the whole industry but we feel
that we have been able to identify a number of common problems. As
explained in Chapter 8, the demand for stage carriage services has for a
number of reasons been falling since the 1950s and is expected to continue
to fall. Most services are unprofitable. Some make heavy losses but it is not
possible to abandon them on a wide scale except at considerable social cost.
Financing unprofitable services is difficult and expensive and likely to become
more so as demand declines, particularly in rural areas. When looking at
the performance of the undertakings it is necessary to bear in mind that they
are all performing under these constraints.

14.4, We have found it a very complex matter to judge the degree of effi-
ciency and economy with which each of the undertakings has been carrying
on its business and to compare one with another. There are many different
measures of efficiency and there is no single agreed measure of performance
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for purposes of overall comparison. As indicated in Chapter 13, there is inevi-
table conflict between the objectives of social performance and commercial
performance. The difficulty is increased because some of the undertakings
do not assemble the material needed for applying certain criteria. For example,
only WMPTE of the four undertakings estimates passenger miles and calcu-
lates cost per passenger mile.

14.5. Furthermore, the undertakings are very different. WMPTE, unlike
the others, has a duty to secure or promote the provision of a properly inte-
grated and efficient system of public passenger transport to meet the needs
of its area. From time to time, it is necessary on grounds of overall efficiency
for the Executive to subordinate the efficiency of the bus service to that of
the rail business; one example is the provision of unprofitable rail feeder
services. It is perhaps more important that WMPTE operates in the difficult
environment of a large conurbation, with high wear and tear on its buses
but with the benefit of relatively high load factors. CCT is a department
of a district council and draws on the council’s common services. Relatively
small and compact, it is in terms of resources about one-tenth of the size
of WMPTE. It has one garage and one workshop and neither needs nor
could sustain the range of sophisticated controls necessary in larger undertak-
ings. BOC and TMT are subsidiaries of NBC and benefit substantially from
group services. BOC’s resources are about one-third of WMPTE’s. It provides
services over a wide area but draws 60 per cent of its revenue from urban
operations. TMT .also has a wide geographical spread of services but only
around half BOC’s resources; the main element in its services is inter-urban.

14.6. Finally, efficiency is affected by the policies of the local authorities
involved with each of the undertakings. We comment on this aspect in para-
graphs 14.9 to 14.11 below.

14.7. Manpower represents a high proportion of the undertakings’ total
costs. All the undertakings have achieved a considerable measure of success
in controlling the level of manpower and have generally coped well with
change, particularly in the case of platform staff who in recent years have
had to face both a contraction in services and the cenversion of nearly all
services to one-man operation (OMO). We have expressed reservations about
the extent of financial savings from OMO but its smooth implementation
and acceptance by the workforces reflect much credit on management, union
representatives and employees in all four undertakings.

14.8. Nevertheless, we have identified two areas in which further substantial
savings should be made. These are vehicle maintenance in WMPTE and CCT
and non-manual staff in WMPTE.

14.9. We have already mentioned that local authority policy has affected
the efficiency of the undertakings. First, there is the general effect of changes
in political control and secondly, particular effects related to the different
relationships of the undertakings with local authorities. There is no doubt
of the difficulties which can be caused to the undertakings by radical changes
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of policy following change of political control of local authorities, although
sometimes a change may be seen by an undertaking to be beneficial. These
difficulties are inevitable so long as transport policy continues to be the subject
of strong political disagreement.

14.10. As to particular effects on efficiency, we note that WMPTE occupies
an ambivalent position in relation to West Midlands County Council. In its
capacity as the public transport authority, the county has wide powers to
direct and supervise the Executive but the latter nevertheless has in practice
a good deal of freedom in the day-to-day management of the business. The
county feels that efficiency would be improved if the PTE were simply
absorbed into its own organisation. The Executive feels that it would benefit
from less intervention by the county. With the existing statutory background,
there is always the possibility of friction between a PTE and its county council.
We believe, however, that on the whole the system has worked reasonably
well in the West Midlands, thanks to the good sense of key individuals on
both sides.

14.11. The policies of non-metropolitan counties affect mainly BOC and
TMT. These counties have extensive responsibilities in the field of public trans-
port and the extent of the companies’ network very much depends on the
financial support the counties provide. We noted that their resources and
expertise in matters of public transport varied markedly from county to county
but saw no evidence that they have been unreasonably inquisitive or interfer-
ing. In fact, as indicated in our recommendations, we should like to see the
existing relationship between the counties and the undertakings supplemented
by more formal arrangements, particularly in the direction of three year agree-
ments which we believe would have a stabilising effect on the provision of
public transport. The agreements should be coupled with the setting and moni-
toring of performance targets for the undertakings which would need to reflect
and support the Secretary of State’s target for NBC as a whole. Subject to
an adequate level of performance by the undertakings, it is important that
the counties should meet the whole loss (after any cross subsidy) on unecono-
mic services which they wish to retain on social grounds, if a reasonable
standard of public transport is to be maintained in the long term. The com-
panies should be less ready than they have sometimes been to supply such
services without adequate reimbursement.

14.12, Qur final major concern is the apparent conflict in the public interest
between the existing institutional and financial framework for the provision
of stage carriage services and the liberalisation of stage carriage licensing
brought about by the Transport Act 1980. It is too early to judge the operation
of the 1980 Act but, as explained in some detail in Chapter 11, experience
so far in the areas of the four undertakings suggests that there are considerable
difficulties in its implementation. We return to this matter in our discussion
of the public interest.

14.13. Qur detailed conclusions and recommendations are summarised
below. '
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Financial
framework

Summary of conclusions and recommendations

Recommendation
Number

Although there are, as would be expected, dif-
ferences in the scale, quality and complexity
of the financial and accounting systems of the
undertakings they all appear to be generally
satisfactory except for those aspects of CCT’s
methods to which we refer more specifically
below.

We recommend that the undertakings should
review the manner in which their budgets are pre-
pared. We accept that past performance is a
useful starting point for setting budgets for the
future but this should be accompanied, particu-
larty in the case of CCT, by a more rigorous
examination in quantitative terms of the
resources required to achieve a planned level
of service.

CCT and TMT shonid investigate the possibility
of a more formal delegation to budget holders
at cost centres of responsibility for both the set-
ting of and compliance with budgets. In the case
of WMPTE, and to a lesser extent BOC, dele-
gation already takes place but we recommend,
particularly in the case of BOC, the greatest
practicable participation by their budget holders
in the setting of the budgets for which they are
responsible.

CCT’s methods of presenting accounting and sta-
tistical information for mamagement purposes
fall short of best practice and should be reviewed
as & matter of urgency with a view to making
such information more readily understandable to
recipients, CCT should also make greater efforts
to produce route costing statements regularly, at
least once a quarter (see recommendation 33).
The Cardiff City Treasurer’s Department should
take steps to expedite the changes in its compu-
terised accounting system which have been under
consideration for some considerable time.

It is possible to express the unit costs of bus
operations in a number of ways. The three
methods to which we have referred in Chapter
2, namely by reference to vehicle miles (the
method commonly adopted throughout the in-
dustry), to vehicle hours and to passenger
miles, are all defective in one or more respects.
We consider, however, that each of these statis-
tics can provide useful management informa-
tion and that all the undertakings should know
their unit costs per vehicle mile, per vehicle
hour and per passenger mile. We recommend
that, to the extent that they are not already doing
50, they should take steps to collect the necessary
statistics to enable these unit costs to be mea-
sured.
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Recommendation
Number

10.

The costs of making up and paying out cash
wages ecach week, together with the attendant
costs of security, are a significant expense. CCT
has made good progress in converting its
salaries and wages payments to non-cash
methods, with nearly 60 per cent of payments
made either by cheque or credit transfer. We
recommend that the other three undertakings
should aim to make similar progress in this direc-
tion.

Appendix 2.1 describes the cash collection and
contrel procedures used by each undertaking
for cash collected on the bus. These systems
give rise to some loss of individual driver ac-
countability for the cash that he has collected,
and we note that no system has been devised
which combines the merits of a secure cash
vault with those of individual driver account-
ability for cash collected.

WMPTE and CCT have both made significant
efforts to collect more of their revenue off the
bus, to the extent that this now provides over
50 per cent and 40 per cent respectively of their
total traffic receipts. This not only improves
the security of traffic receipts but, also of im-
portance, helps to reduce fare collection delays
at bus stops. For these reasons we consider it
important that all the wundertakings shounid
endeavour to increase the proportion of traffic
revenue collected off the bus (see conclusion at
8.157 below).

In the cases of WMPTE and CCT, where the
auditors accept that they have a duty to exam-
ine the economy, effectiveness and efficiency
with which the undertakings conduct their
business, we welcome the assurances given to
us that value-for-money work receives the
maximum attention possible within the
resources that can properly be made available
for the audit.

Because the statutory auditors of the two NBC
companies, which are companies incorporated
under the Companies Acts, have no duty to
involve themselves in value-for-money investi-
gations except to the extent that these affect
their statutory responsibilities, we recommend
that NBC include ‘value-for-money” investiga-
tions within the terms of reference of their group
internal auditors.

We have also considered the question of the
value-for-money of the management account-
ing systems. In the case of CCT and the two
NBC companies we consider that these operate
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Quality of
service

Recommendation
Number

11.

12

economically. These operators rely for manage-
ment accounting information primarily on in-
formation that would in any event be produced
in the ordinary course of business. WMPTE,
however, has established a considerably more
complex and elaborate system with provision
for a large number of cost centres. This may
be justified by its large size compared with the
other three undertakings but we recommend it
should ensure that its management accounting
and costing systems are not further refined at
a cost exceeding the additional benefits to be
obtained.

It will be apparent from the data given in
Chapter 2 that, depending on the assumptions
made as to the basis of evaluating and compar-
ing costs, the ranking of the four undertakings
in terms of their unit costs of operation can
vary widely. Although we find the various com-
parisons useful in establishing profiles of the
undertakings we do not think it possible to
draw firm conclusions from comparisons of
unit costs about the undertakings’ relative effi-
ciency in general (as distinct from their relative
efficiency in carrying out particular functions).
Neither do we think it possible to draw from
comparisons of unit costs general conclusions
about the relative efficiency of PTEs, municipal
transport departments and NBC companies.
Even if consistent trends or patterns could be
identified, unit costs are not the only criteria
by which efficiency should be assessed. Any
comparison of efficiency would involve consid-
eration of other factors, such as the level of
service provided.

There has been a tendency among non-metro-
politan counties and in WMPTE to adopt stan-
dards- of accessibility as a basis upon which
revenue support is given. BOC and TMT have
also paid attention to similar matters in the
course of MAP studies. If more counties and
operators were to use such an approach, gener-
ally accepted standards for support might even-
tually emerge.

We should like to see improved and continuous
monitoring of cleaning schedules at manage-
ment level. However, we recognise that this
may have significant cost implications. We
recommend, therefore, that each undertaking
should devise a system of periodic sampling
which forms part of the monthly management
information received by the responsible manager
and that minimum operational achievement
levels should be set.
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Manpower
and
industrial
relations

Recommendation
Number

13.

14,

15.

16.

The extent to which punctuality is monitored
varies considerably between the undertakings.
They should all consider whether some more
regular check on punctuality could be maintained
for a modest cost, at the very least for less fre-
quent services in rural areas.

It is clearly necessary for the needs of the tra-
velling public and especially those who do not
have access to a private motor vehicle, to be
taken into account when bus routes are being
planned. We believe that it is the duty of elected
members of local authorities te perform this
task, and that there is no need for additional
consuitative machinery to assist the process.

Whilst we are aware of the limitations in mak-
ing comparisons for sickness absence, we
recommend a closer monitoring of the reasons
for absence of those categories of mamual
employees in CCT whose rates of sickness
absence are significantly above those in the other
three undertakings.

WMPTE proposes to require its drivers to have
their first five yearly medical examination at
the age of 40 and to undergo annual examina-
tions from the age of 60. We recommend that
all the undertakings adopt a practice at least as
rigorous as this.

The degree of sophistication of the personnel
function varies with the size and structure of
the undertakings. We are satisfied that ade-
quate resources are provided in each case.

We are satisfied with the level of provision of
training in the undertakings and hope this will
continue despite the removal of the Road Pas-
senger Transport section from the RTITB.

Despite the nature of the job and the element
of unsocial hours, the earnings of OMO drivers
in the undertakings are attracting and retaining
adequate manpower in the current ecenomic
climate.

We note that strikes in WMPTE have taken
place before the disputes procedures have been
exhausted. If the procedures are unsatisfactory
they should be renegotiated; if not they should
be observed.

The decentralisation of part of the industrial
relations function in WMPTE is justified but
we see the need for care to be taken that the
authority of line management is not under-
mined.
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Recommendation
Number

17.

18.

19.

20.

21,

We consider that the overall industrial relations
structure in WMPTE is satisfactory.

We recommend that the Transport Department
Consultative Committee in CCT be re-activated
with the scope of its authority clearly established.

If discussions with local full-time officials of
the trade unions do not result in the election
of a smaller committee of shop stewards to
attend meetings with enginnering management,
we recommend that CCT takes the issue of the
committee’s size to the NJC whose national
agreement for craftsmen provides for the election
of ane representative from each craft trade union
to form a local committee.

In the engineering department of CCT work
involving the use of hand tools cannot be
devolved to semi-skilled workers. It is clearly
necessary for any organisation to match its
workforce to the work required to be done. In
CCT this would be better achieved by either
employing a greater proportion of craftsmen
or by negotiating to allow semi-skilled workers
{o take on some of the less skilled tasks at pre-
sent reserved for craftsmen.

The continuation of the agreement restricting
the circulation of non-manual staff vacancies
in CCT, in present circumstances, tends to be
discriminatory and inequitable and we recom-
mend that it be reviewed to allow manual
employees equal opportunity with their non-
mamal colleagues.

Industrial relations between CCT management
and the traffic and salaried staffs are good. In-
dustrial relations within the engineering depart-
ment, however, are in need of improvement.
We recommend that management exercise more
effective supervision of the engineering manual
workforce and improve its direct communication
with the shep floor.

Industrial relations within the engineering and
white collar areas of BOC are good, and are
largely so in the country traffic services. We
are satisfied that the less satisfactory situation
in the Bristol City traffic services is improving
as a result of action being taken by the newly
appointed General Manager.

We consider industrial relations in TMT to be
good but recommend that management and the
trade unions review the local engineering pay
agreement to remove the anomalies resmlting
from the outdated basis of payment of the Local
Supplementary Rates.
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Efficiency in
the use of
manpower in
traffic
operations

Recommendation
Number

22,

23.

Although very different in size and character-
istics, all four undertakings use very similar sys-
tems and procedures for the control of plat-
form staff. Indeed, these seem to be in common
use throughout the bus industry.

Both WMPTE and CCT operate 100 per cent
OMO while BOC and TMT are both over 90
per cent OMO. TMT expects to achieve 100
per cent within the next year while BOC intends
to retain some conducter manned services in
the City of Bristol for the foreseeable future

Manning levels in the four undertakings range
from 2:2 drivers per peak vehicle required in
WMPTE to 2-7 per peak vehicle in BOC. Both
WMPTE and CCT limit spare drivers to 15
per cent of the minimum required to man the
rosters and rely on overtime working to cover
any shortage. In BOC overtime for platform
staff is deliberately kept as low as possible and
the spare drivers level is 20 per cent. Platform
staff manning levels are particularly well con-
trolled in WMPTE and, given their differing
circumstances, are reasonable in the other three
undertakings.

Scheduling constraints and allowances vary
both between the undertakings and, within
them, between garages, areas and divisions. We
recommend that each undertaking should seek
to standardise such constraints and allowances
across its own garages at the lowest acceptable
level.

The effect of such constraints and allowances,
including restrictions on split shift working, is
most onerous in BOC city services and is detri-
mental both to manning levels and scheduling
efficiency. To a lesser extent the constraints are
also onerous in CCT where the scheduler’s flex-
ibility is further constrained by the small size
of many of the rosters at present in use. This
constraint will be eased on completion of the
conversion to ‘fast fare’ by late 1982.

While none of the four undertakings reached
the notional maximum scheduling efficiency,
averaged across the undertaking, WMPTE
and TMT came closest and in individual
garages exceeded it. In WMPTE and TMT
scheduling efficiency averaged over 81 per cent,
in CCT 79 per cent and in BOC city services
72 per cent. The low level in BOC reflects the
constraints and allowances; and we recommend
BOC should continue to give attention to these
matters.
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Efficiency of
maintenance
of vehicles

Recommendation
Number

24,

25.

26.

Only WMPTE has recently started monitoring
scheduling efficiency, none of the others do so
and only BOC monitored operating efficiency.
We recommend that all four undertakings should
regularly use both measures in monitoring effi-
ciency.

The extent to which the undertakings moni-
tored the use of spare staff varied, with only
TMT regularly monitoring unused time. We
recommend that all four undertakings should
regularly monitor the use made of spare staff
and the level of unused time.

Subject to the agreed constraints and local
practices, we conclude that traffic operations
and platform staff were generally well managed
and controlied in all four undertakings.

In all four undertakings engineering main-
tenance of vehicles takes place at two levels.
Routine servicing and maintenance, including
limited repair work and unit changes, are dealt
with at operating garages. Major repair work,
vehicle overhauls and unit and component
reconditioning are undertaken at central work-
shops. This represents a logical and efficient
separation of routine and specialised work.

In CCT and the twe NBC companies all main-
tenance activities are directly controlled by the
Chief Engineer. It is too early to assess the
effectiveness of the WMPTE approach of plac-
ing maintenance work at garages under the
control of operations management.

The undertakings all operate time based vehicle
inspection and servicing programmes at the
garages, but, subject to safety considerations,
give priority to having the required number of
vehicles available for service. This may result
in some deviation from the planned pro-
gramme. Planned work in the garages repre-
sents about 40 per cent of the total workload,
the balance being defect rectification and
repairs.

With the exception of CCT much of the work
in the central workshops is pre-planned in ac-
cordance with vehicle and stores requirements.
WMPTE with a formal production control
activity plans the majority of work in its three
workshops. However, performance against
plan is very variable. Both NBC companies had
some weaknesses in production planning in
their workshops. We recommend that all four
undertakings-take steps to strengthen and im-
prove production planning and contrel in their
workshops.
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Recommendation
Number

27.

28.

29,

Only WMPTE operates a premium payment
scheme related to the performance of its
engineering workforce. This scheme, the EPPS,
was successful in helping to overcome very ser-
ious shortfalls in performance in 1978 and to
restore output to nearer the 1974 levels. How-
ever, the EPPS is deficient in a number of im-
portant respects. Attempts to negotiate an im-
provement on EPPS using a supplementary
output index scheme have so far failed. We
recommend that in accordance with the terms
of the EPPS agreement WMPTE gives notice
of intention to terminate the scheme and seeks
to negotiate more satisfactory arrangements
paying particular attention to the need for work
recording and control information,

In spite of currently paying 33 per cent above
the naticnal basic rate CCT has not yet made
effective use of the productivity and flexibility
provisions of the 1974 agreement. Given the
present inadequate level of management con-
trol information we recommend that CCT takes
steps to secure accurate work time recording on
job cards and introduces work study techniques
to provide standards for planning and control in
the engineering workshop.

Both BOC and TMT terminated incentive pay-
ment schemes in 1979, replacing them by very
similar flexibility agreements. These agree-
ments have generally worked satisfactorily in
practice subject to our conclusion on the TMT
local supplementary rates (see recommendation
21).

Vehicle reserve levels in WMPTE and BOC are
appropriate to the nature of operations in the
two undertakings. However, the level of
reserves in CCT and TMT is high. TMT is tak-
irig steps to reduce the level, but CCT with an
average of 6 vehicles daily (3-7 per cent of PVR)
available for contingencies is taking no such
action. We recommend that CCT re-examines
its reserve vehicle requirements.

Servicing and maintenance costs per vehicle
mile are significantly higher in WMPTE than
in the other undertakings, nearly double those in
TMT and 11 per cent higher than CCT, the next
highest. While substantial differences in operat-
ing conditions and average vehicle speeds will
account for some of the gap between WMPTE
and TMT, this is not the case in relation to
WMPTE and CCT. In BOC where such costs
are less than two-thirds those of WMPTE,
some 60 per cent of operations are in similar
urban conditions. We conclude therefore that
the high level of servicing and maintenance
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Recommendation Paragraph
Number Number
costs in WMPTE are attributable in no small
part to weaknesses in planning, control and
labour utilisation. A reduction of such costs
to the CCT level would reduce total costs by
£2:5 million in a full year, and to the BOC level

by £8-7 million. 6.170

In spite of higher maintenance costs WMPTE
also has the highest percentage of scheduled
mileage lost due to breakdown, nearly seven
times that in CCT and three times and five
times respectively the level in BOC and TMT.
However, the absolute level is very low in all
four ranging from 0-03 per cent to 022 per
eent. 6.171

Stock control systems and stock levels are satis-
factory in three of the undertakings. However,
in CCT the annual rate of stock turn is less
than half that of the other three indicating

scope for a reduction in the value of holdings. 6.172
Non-mameal Between 1976 and 1980 WMPTE had an in-
and crease of nearly 20 per cent in the major cate-
administrative gories of non-manual staff. This increase took
staff place when business was declining. Since late
1980 there has been an overall reduction in
non-manual staff of nearly 6 per cent. 7.49

Since 1976 the other three undertakings have
all reduced non-manual staff numbers year by
year, apart from a temporary increase in one
year in TMT. The decreases range from about
9 per cent in CCT to 22 per cent in BOC. 7.50

Non-manual staff levels expressed as a percent-
age of the total workforce are very similar in
CCT and the NBC companies, when account
is taken of TMT staff engaged on work for
other companies. However, the 16-5 per cent
in CCT does not include administrative sup-
port received from other departments of the
city council. 7.51

WMPTE has a higher level of non-manuat staff
at 17-8 per cent of the total workforce. While
WMPTE is more self-sufficient in a2 number of
respects, advantage has not been taken of the
potential for economies of scale. In particular
non-manual staff levels in the engineering func-
tion are high compared with CCT and the NBC
30. companies. We recommend that WMPTE un-
dertakes a further and more stringent review of
non-manual staff requirements with particular
emphasis on the engineering function. 7.52
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31

32.

Compared with the other undertakings,
WMPTE has a larger proportion of its non-
manual staff in the higher grades. We recom-
mend that WMPTE should carefully review the
application of its staff grading structure.

Non-manual staff levels and the grading struc-
ture in CCT and the NBC companies are gener-
ally reasonable.

County councils have an important role t6 play
in determining the needs of their areas for bus
services and thus in determining the size and
shape of the bus network. It is clearly desirable
that in performing this role they are well in-
formed about passenger preferences in relation
to bus services and the cost of providing these
services,

Minor revisions in services are continually
made on the basis of comments made by pas-
sengers, local businesses, elected representa-
tives and other interested parties. However, we
believe that it is also necessary from time to
time to conduct major reviews of networks
which may demonstrate the need for more radi-
cal changes in order to adjust to changes in
needs and market conditions.

In WMPTE these major reviews have taken the
form of Area Studies which will have covered
the whole of the operating area by 1986. In
BOC and TMT the MAP exercises, which in-
clude information on passenger demand, were
a response to severe financial problems. Both
companies intend to introduce new marketing
techniques as a follow-up to MAP. CCT has
not conducted a major network review since
the 1972 review.

We approve of WMPTE’s, BOC’s and TMT's
decision to extend and improve these major
reviews.

We recommend that CCT should, as a maiter
of urgency, develop and apply technigues along
the lines of WMPTE’s Area Studies or the
NBC’s MAP exercises. The data from such an
exercise are an important aid to those whose
task it is to adjust supply to demand, and ex-
perience of the other three undertakings sug-
gests that it may lead to significant savings.

It is also important that local authorities, as
well as the bus undertakings, are well informed
about the extent to which services are used and
the cost of supplying these services. Such infor-
mation is supplied by load factors and operat-
ing ratios.
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33.

WMPTE collects data on load factors and
operating ratios on a monthly basis. It has set
itself load factor targets so that management
becomes aware of variations from those targets
and has an incentive to examine the reasons
for the variations. BOC and TMT have no
regular system of collecting load factor data
for all their routes. CCT rundertakes, at the
request of South Glamorgan County Council,
regular autumn cordon counts. BOC, TMT
and CCT have all produced operating ratios
for individual routes but CCT has produced
this information on a less regular basis than
the two NBC companies. We recommend that
all four undertakings should produce data show-
ing operating ratios and load factors of individual
services or, if more meaningful, groups of ser-
vices, and that this data should be made available
on, at least, a quarterly basis.

We accept that decisions about bus services
cannot, and should not, be made simply on the
basis of load factors. Nevertheless target load
factors are a useful management tool, and
actual load factors should be known by county
councils. The latter should also be aware of
the cost involved in providing unremunerative,
low load factor services, which are required to
meet social needs.

Average fares have increased in real terms in
all four undertakings over the period since
1974. The operators told us that a major cause
of this increase had been the growth in labour
costs.

Counties generally have policies limiting the
size and/or frequency of fare increases. Many
of them make compliance with these policies
a condition of revenue support.

Season tickets impose costs on bus undertak-
ings as well as conferring benefits on them. An
analysis of WMPTE’s Travelcard and CCT’s
Multiride suggests that both these schemes
have produced at least a net social benefit.
BOC, however, recognises that the discount
which it has given to season ticket holders has
been excessive. The BOC experience demon-
strates the danger of underpricing season
tickets. Subject to this warning, however, we
would want to encourage the undertakings in
their efforts to increase the proportion of
off-bus revenue (see recommendation 9).

A number of fare experiments have been tried
out by the undertakings. We are sympathetic
to the attempts which have been made to
attract passengers particularly by charging
lower fares at off-peak periods. However, CCT
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3s,

36.

37.

and BOC can be criticised for introducing their
off-peak fares experiments and, in CCT’s cass,
for making it an integrat part of the fare struc-
ture, without sufficient attention being paid to
the relative costs of peak and off-peak services.
We recommend that all four undertakings carry
out peak/off-peak costing exercises annually.

The common fare policy together with substan-
tial cost variation across routes means that
some bus services are heavily subsidised by
others. Recommendation 33 concerning the
provision of route operating ratios should go
some way towards dealing with this problem.
It should enable authorities to scrutinise the
performance of each route. We recommend that
the level of cross-subsidy between services, and
between time periods should be clearly identified
in order to provide local authorities with a
rational basis for the decision on the levels of
subsidy to be provided via revenue support and
through cross-subsidy.

We have concentrated on bus replacement poli-
cies in view of the very high proportion of capi-
tal expenditure spent on purchase of buses in
each of the undertakings.

The undertakings fixed retirement ages of buses
to coincide with the expiry of certificates of fit-
ness when recertification required a major over-
haul; to that extent basing retirement policy
upon judgment rather than quantification of
costs was understandable.

During the last decade real maintenance costs
have risen very substantially. The withdrawal
of new bus grant and the new requirement for
annual testing are making an impact. The eva-
luation of the benefits and costs of alternative
replacement policies must now become more
scientific. We therefore recommend that quanti-
tative evaluation be used.

Although the task of choosing between new
models is more difficult, the scepticism of the
bus industry about the value of estimates of
future running costs of new vehicles must be
contrasted with other industries which have
coped with new developments of familiar tech-
nology. We recommend that further steps are
taken by the undertakings to quantify in broad
terms the running costs of different vehicle types.

We believe that in general effective competition
between suppliers is the best safeguard of the
interest of purchasers and that dependence on
a single supplier’s designs is to take significant
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39,

and. avoidable risks. We recommend that the
purchasing policy of the undertakings should be
determined by them (or in the case of BOC and
TMT, jointly with NBC) on the basis of effi-
ciency considerations, and should have due
regard to the general desirability of securing at
least dual sources of supply.

The extent (if any) to which decisions on the
nature, amount and timing of capital expendi-
ture have increased efficiency or reduced costs
can be assessed only by reference to the conse-
quences of alternative strategies that could
have been pursued. During the last decade sub-
stantial capital expenditure on new vehicles was
assoctated with increases in real maintenance
costs, However, available alternatives were
severely restricted by the development of new
mechanical features, by "the requirement that
new vehicles be sunitable for OMO and by tech-
nical and safety regulations. Thus we are un-
able to quantify the consequences for efficiency
of discretionary decisions as to the design of
vehicles purchased.

We have examined the implications for costs
of the change to OMO in Appendix 2.6. The
difficulty of isolating the financial effects of
OMO from those of other changes is such that
we cannot say what effect its introduction had
on efficiency and costs. Moreover we ate un-
able to identify with any precision other design
changes not a consequence of the change to
OMO or a necessary response to changing
operating conditions.

Many of the vehicles purchased during the last
few years by BCC and TMT had leyland
engines, but there is now a considerable weight
of evidence that Gardner engines have substan-
tial fuel and maintenance cost advantages for
stage carriage services. BOC, TMT and NBC,
which undertakes purchasing arrangements on
their behalf, have told us that Gardner engines
have periodically been in short supply. While
Gardner ‘engines retain their overall cost advan-
tages the undertakings should seek to increase
the proportions of their fleets fitted with them.

The return on capital expenditure of the under-
takings during the recent past has been lower
than that it might have been because the deli-
very and performance of the vehicles supplied
have not met the reasonable expectations of the
purchasers. It would be surprising if suppliers
always succeeded in meeting such standards,

but even after making due allowances we-

regard the experiences of CCT in particular as
so unfortunate that they are beyond chance
explanation. We conclude that as a conse-
quence CCT’s costs were increased.
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The process of arriving at the amount of
revenue support to be paid by a non-metropoli-
tan county to a bus operator has to be a joint
process between the parties. We believe that
the operator should first consider his routes
very carefully and identify separately those
which contribute to overheads and those which
do not. The county council should then see the
detailed outcome of this examination. It is to
be expected that as a result of this some profi-
table routes would have to subsidise unprofi-
table routes and a bargain be struck by negotia-
tion.

The present mechanism by which revenue sup-
port is paid by non-metropolitan counties to
operators does indeed involve a detailed exam-
ination by the former of the latter’s costs and
considerable pressure from time to time for
their reduction, usually through service cuts.
The tension between the parties which this pro-
duces can be creative and promote the attain-
ment of value for money. There are, however,
some defects in the process. In particular where
support is given on condition that revenues and
costs should break even it is likely to prevent
NBC companies from achieving on their stage
carriage services, an adequate proportion of the
financial target set by the Secretary of State
for NBC as a whole.

We think that the experimental system pro-
posed by Cheshire County Council for the
Warrington area should be watched by other
local authorities. Although it is obviously too
early to judge its potential, it may in the end
offer a way of retaining within a system of
revenue support some incentive to profit earn-
ing by operators, whilst enabling the county
council to achieve value for money. We believe
that all agreements made under the Transport
Act 1978 should include proper provision for
monitoring operators’ costs.

Many non-metropolitan counties allow NBC
companies fares increases which are based on
a lower rate of inflation than that given as guid-
ance to these companies by NBC centrally.
This confiict does not make for realism in plan-
ning. DTp have a role to play in avoiding this
conflict since they give general guidance to
NBC on the treatment of inflation.

BOC and TMT have complained about the un-
certainties which they experience over the
amount of the revenue support which they
receive from the counties and in particular of
inadequate advance warning of changes. This
can at times have an adverse effect on their
efficiency. Counties in their turn point out the
uncertainty over the level of Transport Supple-
mentary Grant.
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We believe that three year agreements under
section 3 of the Transport Act 1978 should
have a stabilising effect on the provision of bus
services. However, there are difficulties for
counties entering into such agreements when
they themselves have no commitment from cen-
tral government on the level of financial sup-
port in future years. Nevertheless, it appears
that more counties are now proposing to enter
into such agreements and it is encouraging that
DTp told us that the Secretary of State would
take an agreement into account when deciding
what levels of expenditure to accept for the pur-
poses of TSG.

Under the Transport Act 1978 non-metropoli-
tan counties have a duty “to develop policies
which will promote the provision of a co-
ordinated and efficient system of public pas-
senger transport to meet the county’s needs’.

_Public passenger transport service operators

and county and district councils are given a duty
to ‘co-operate with one another . . . for the pur-
pose of co-ordinating public passenger trans-
port services within the county’. Since county
councils are given no powers to enforce co-
ordination if an undertaking operates without
a subsidy from them, effective co-ordination
depends upon the voluntary co-operation of
local authorities with operators and with each
other.

The tripartite agreement between Derbyshire
County Council, Derby City Council and TMT
shows what can be done when there is a will
to find a solution to problems of co-ordination.

Since different county councii administrations

not infrequently have different transport poli- -

cies, operators may experience sudden changes
in the level of services they are asked to pro-
vide. When this occurs there may well be some
adverse effect on the efficiency of the operators.

In general the mechanisms for communicating
the policies of local authorities to and within
the bus undertakings studied are satisfactory.
However, in the case of BOC communications
in the reverse direction could be improved by
BOC’s giving more advance warning to coun-
cils of action which it intends to take, especially
any which might increase the revenue support
required.

As a result of the Transport Act 1980 a conflict
arises between two aspects of the public inter-
est. To the extent that a competitor reduces
the return derived by the established undertak-
ing from a profitable part of the network, ser-
vices which are non-profitable, though socially
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necessary, are likely to be curtailed. To the
extent that the established undertaking, with
the support of local authorities, protects the
network by defeating competition, the benefits
of competitive stimulus are likely to be lost.

This conflict makes the questions before us very
difficult to answer. It must also be emphasised
that they have to be answered against the back-
ground of the existing institutional and finan-
cial framework. It is possible to envisage bus
services provided upon quite a different basis.
They might be provided with much less reliance
on cross-subsidisation and much greater
reliance on public funds for the support of loss-
making services. Such altered circumstances
might well affect the decision of what could
be justified as response to competition.

We have to judge the responses of CCT and
TMT in the circumstances actually prevailing.
It is clear that they have used their superior
financial strength in an attempt to drive off
small competitors. CCT increased the fre-
quency of its Llanrumney service although it
was already in its view an adequate service, and
was much more frequent than the increased ser-
vice offered by its competitor. TMT lowered
its fares selectively to, or below, the levels of
competitors. One of these undertakings is part
of a municipal authority and the other is part
of a nationalised industry; both are in receipt
of subsidies from public funds. We do not con-
done or approve their conduct, but we recog-
nise that the alternative to eliminating competi-
tion on profitable routes would be to curtail
or abandon services on some unprofitable
routes unless an increased subsidy could be
obtained from the local authority. In all the
circumstances we do not conclude that the
actions of any of the undertakings have
amounted to abuse of any monopoly situation
or to conduct operating against the public in-
terest.

Largely because of its size, the organisational
structure of WMPTE is far more complex than
the other three undertakings and reflects a dif-
ferent approach in a number of respects, par-
ticularly engineering and labour relations.
Since 1974 WMPTE has been subject to con-
tinual reorganisations and it is not clear
whether the best form has vet been achieved.
However, we recommend that after completing
the present organisational changes, WMPTE
should, for a time, limit organisational changes
to those necessary to secure specific efficiency
improvements.
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41.

The organisational structures of CCT, BOC
and TMT are relatively simple and straightfor-
ward, reflecting the needs of the undertakings
and clearly understood by management and
staff.

BOC’s and TMT’s relationship with NBC is
both relevant and beneficial to their efficiency.

Only BOC and TMT, following NBC direc-
tives, have implemented a formal corporate
planning system covering the next four or five
years. WMPTE is developing a corporate plan-
ning system but operating managers do not
make a significant contribution. CCT has no
planning system beyond the one year. Neither
the NBC procedure nor the proposed WMPTE
procedure includes formal targets agreed and
tested for feasibility by the operating units.

None of the undertakings sets targets as part
of a formal unit cost reduction programme
aimed at reducing cost whilst maintaining the
same level of service. Most of the cost reduc-
tions which have been secured in recent years,
with the notable exception of those arising
from the introduction of OMO, have resulted
from reductions in the level of service.

An appropriate detailed planning horizon for
the bus industry is three years. This time scale
corresponds to the statutory provisions for
three years revenue support agreements, the
lead time for bus procurement and allows suffi-
cient time for a cycle of timetable and schedule
revisions. We therefore recommend that each
undertaking should adapt its procedures to pro-
duce annually a three year operational plan.

We are conscious of the difficulties which arise
in the absence of three year agreements with
local authorities and the consequent uncer-
ties about the level of future revenue support.
Nevertheless, the undertakings should, in
co-operation with local authorities, be able to
make progress towards introducing the proce-
dure we recommend.

The procedure for producing the operational
plans should have the basic features set out in
paragraph 12.189 but the degree of detail
should be appropriate to the size of the under-
taking and its management resource.

WMPTE and NBC centrally have seen the need
for a review of the Management Information
Systems and have plans for producing more in-
tegrated systems which will improve the preci-
sion of financial and planning information.

‘CCT systems are less sophisticated and their
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development is dependent upon adequate
resources being made available for systems
analysis and programming from the appropri-
ate city council department (see recommenda-

tions 4, 5 and 6). 12.190

The General Manager of CCT does not enjoy
the same autonomy as the heads of the other
three undertakings. Many matters relating to
the undertaking can only be decided after
submission to one or more committees of the
city council with ensuing delays. The efficiency
42. of CCT is consequently reduced and we recom-
mend that the city council should consider how
these matters might be improved. i2.192

It is quite natural that WMCC councillors
should take an interest in the operations of
WMPTE and this can promote a healthy ques-
tioning of the services provided. However, if
this interest is carried to the stage of interven-
tion in day-to-day management as the evidence
presented to us shows it sometimes has been,
efficiency is adversely affected. 12.193

We regret that WMCC does not use its powers
to set efficiency targets for WMPTE. However,
we do not think that it would be an improve-
ment for the PTE to become part of the county
council. 12.194

The arrangements imposed by statute on a PTE
and its county council do not make for easy
relationships between those bodies. Neverthe-
less key individuals in WMCC and WMPTE
have succeeded in making the arrangements

work satisfactorily. 12.195
Comparative We have not felt it possibl'e to define a single
performance measure of performance by which to compare
of the the undertakings. At least two aggregate meas-
undertakings ures are necessary, one for social performance

and one for commercial performance. There is
a wide variation in the level of these indicators
between undertakings and over time in the case
of the commercial performance. 13.79

Management action to improve one measure
is almost certain to affect the other adversely.
Currently WMPTE performs best from the
social standpoint as measured by the ratio of
passenger miles or passenger journeys to total
cost, and CCT and TMT perform best from
the commercial standpoint as measured by the
ratio of net passenger revenue to total cost. 13.80

Whilst the performance of an undertaking
clearly depends on efficient management, our
analysis, based on data supplied by the under-
takings, confirms that the level of performance
which can be achieved by management is also

353



Recommendation
Number

43.

to a considerable extent influenced by external
factors such as density of population and traffic
congestion._

We have not been able to demonstrate any
strong influence of size of the whole undertak-
ing on unit costs nor of size of depot con
scheduling efficiency.

In the areas of fares and service levels there
is some indication that the same policies imple-
mented in different undertakings would achieve
different levels of success because of variations
in market behaviour.

Tabulations of costs in the form of unit costs
derived from the CIPFA allocation convention
(see Table 13.7) may provide possible means
of direct comparisons between undertakings
which may be relatively insensitive to the socio-
geographic operating environment. We recom-
mend that all bus undertakings should prepare
annually this tabulation of unit costs in a com-
mon form and under common definition of cost
categories to be prescribed by the Department
of Transport and submitted to the Department
for dissemination within the industry. We believe
that exploration of the reasons for differences
in the unit cost categories will not only help
the comparison between undertakings but may
also be used within an undertaking to monitor
trends over time.

In view of the large influence of external factors
on the absolute level of performance we believe
that the most helpful current method of com-
parison is by means of the trend in performance
over time. In terms of trends all undertakings
show a worsening of social performance of
about the same magnitude since 1979. Cnly in
WMPTE was that trend evident before 1979
In terms of the trend of commercial perfor-
mance BOC and to a lesser extent WMPTE
appear to be in decline whilst CCT and TMT
are improving. TMT in particular has had a
good level of performance since 1977.

We have investigated the abilities of the under-
takings to absorb the trend in external increase
in the unit cost of resources. CCT has consis-
tently had the best performance since 1974-75
followed by WMPTE. With respect to the two
NBC companies TMT appears to have
regained control of unit costs since 1977 but
this has yet to occur in BOC.

We believe that the development of models
such as that described in Chapter 13 would be
valuable in helping to assess the likely effects
of proposed policy changes. We therefore
recommend that the undertakings consider
how they might build on the experience
referred to in paragraphs 13.75-13.77.
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Priorities

14.14. All these recommendations are important, but among them there
are a few which appear to us to demand the prior attention of the undertak-
ings. Five of these particularly important recommendations apply to all four
undertakings. They are:

24 They should regularly monitor both scheduling efficiency and operating
efficiency as indications of their effective employment of platform staff.

26 They should take steps to strengthen and improve production planning
and control in their workshops.

33 They should produce, at least quarterly, data showing operating ratios
and load factors of individual services or groups of services.

36 They should use quantitative evaluation of the benefits and costs of
alternative bus replacement policies.

41 They should adapt their planning procedures to produce annually a
three year operational plan.

14.15. For two of the undertakings, however, there are particular recom-
mendations of still more urgent importance.

14.16. WMPTE should give special priority to the following:
giving notice to terminate the engineering premium payment scheme and
seeking to negotiate more satisfactory arrangements with particular atten-
tion to the need for work recording and control information (recommen-
dation 27);

undertaking a more stringent review of non-manual staff requirements
with particular emphasis on the engineering function (recommendation
30).

14.17. CCT should give special priority to the following four matters:

reviewing its methods of presenting accounting and statistical information
for management purposes (recommendation 4);

exercising more effective supervision of the engineering manual workforce
and improving direct communication with the shop floor {recommenda-
tion 20);

securing accurate work time recording on job cards and introducing work
study techniques to provide standards for planning and control in the
engineering workshop (recommendation 28);

developing and applying techniques for assessing supply and demand on
the lines of WMPTE’s area studies or the NBC’s MAP exercises (recom-
mendation 32).

The public interest

14.18. We have not found that any of the undertakings is abusing any
monopoly situation exisiting in its favour, nor that in any matter falling within
the questions referred to us any of the undertakings is pursuing a course
of conduct which operates against the public interest. Before coming to these
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conclusions, we gave particularly careful consideration to the actions taken
by CCT and TMT in response to competition from independent operators
which we describe and discuss in Chapter 11.

14.19. The terms of reference require us to say whether the efficiency of
the undertakings can be improved. Necessarily, therefore, we have concen-
trated on possible criticisms, but we have also found much te commend.
We appreciate the level of efficiency and service which the undertakings have
managed to achieve, but we believe the efficiency can be increased and the
service improved. We make our recommendations in the hope that they will
lead to that result.

J. G. Le QUESNE { Chairman)
K D GEORGE

D G Goyper

E A B HAMMOND

H H Hunt

N L SaLmoN

N E D BURTON ( Secretary)
7 June 1982
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APpPENDIX 1.1
(referred to in paragraph 1.18)

Licensing of operators, drivers and services

1. The system of licensing and control is administered by the Traffic Com-
missioners and the Department of Transport. There are eleven traffic areas
in Great Britain; cach area has three Traffic Commissioners, one of whom
acts as Chairman, and a number of Deputy Commissioners. Traffic areas
and Traffic Commissioners were originally established by the Road Traffic
Act 1930; current provisions for their appointment are contained in the Public
Passenger Vehicles Act 1981 (the Act). Traffic Commissioners are appointed
by the Secretary of State. The Chairman is permanent and acts in a full-time
capacity; the two other Commissioners are selected by the Secretary of State
from a panel of persons nominated by county councils.and district councils
and are appointed for a period of three years.

Public service vehicle operators’ licences

2. A person wishing to operate public service vehicles (PSVs) must first
obtain from the Traffic Commissioners a PSV Operator’s Licence in accord-
ance with section 12 of the Act. This system of operator licensing was intro-
duced on 1 April 1981, and replaces the previous system of licensing each
vehicle. It specifies the maximum number of vehicles that can be operated
at any one time. Transitional provisions allow the two systems to operate
side-by-side until 1 October 1982. The Commissioners are required to be satis-
fied before issuing a licence that the applicant is, among other things, of
good repute, of appropriate financial standing and professionally competent.

PSV drivers’ licences

3. The driver of a PSV is required by section 22 of the Act to hold a
PSV driver’s licence in addition to an ordinary driving licence.

Road service licence

4. Road service licences are required for stage carriage services; all other
types of service such as scheduled express services (where no passenger is
carried less than 30 miles in a straight line) and long-distance excursions and
tours are exempt from road service licensing,! as are coniract carriage services
on which separate fares are not paid. If certain conditions are met, however,
separate fares can be paid and the service nevertheless treated as a contract
carriage service. This allows, for example, certain types of works services to
gain exemption from road service licensing.

! Although scheduled express services are exempt from road service licensing, details of services
have to be notified to the Traffic Commissioners not less than 21 days before they are due
to begin.
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5. Traffic Commissioners are required under section 31 of the Act to grant
aroad service licence, unless they are satisfied that to do so would be against
the interests of the public. They have to have regard to:

‘(@) the transport requirements of the arca as a whole and of particular
communities in the area;

(b) any transport policies or plans which have been made by the local auth-
orities concerned and have been drawn to the Commissioners’ attention
by those authorities;

(¢) any objections or other representations made to the Commissioners in
the prescribed manner which in their opinion are relevant.

Notices of applications are published by the Traffic Commissioners and they
may at their discretion (and generally do) hold a public sitting to hear any
objections and other representations.

6. Under section 50 of the Act, applicants and holders of road service
licences have rights of appeal to the Secretary of State against decisions of
the Traffic Commissioners in respect of licences. In addition, local authorities
in whose area the service is being provided, and other people providing trans-
port facilities along or near the route in question, have rights of appeal against
a decision of the Commissioners provided they have made objections or other
representations to the Commissioners in the course of the proceedings result-
ing in that decision.

7. The Traffic Commissioners are empowered by section 32 of the Act to
attach conditions, other than fares conditions, to licences and to remove or
vary conditions in licences. Under section 33 the Commissioners have a reserve
power to attach fares conditions to licences; this power, however, is to be
exercised only when the Commissioners are satisfied that it is essential to
protect the public from unreasonable use of his position by the licence holder,
or to regulate the terms of competition on any route or routes. Licence holders
can apply to have existing conditions varied or removed and on any such
application the Traffic Commissioners are required to remove all fares condi-
tions unless they are satisfied that their retention is essential. Where there
are no conditions, or they have been removed, licence holders must notify
the Traffic Commissioners of fare changes before they are put into effect.

8. Under the Act the Secretary of State may make orders designating an
area in Great Britain (outside Greater London) as a Trial Area in which
road service licences are not required for stage carriage services.

Fitness of PSV

9. Under section 6 of the Act each PSV adapted to carry more than eight
passengers requires a certificate of initial fitness before it can be used on
the road. There are also powers to inspect vehicles and prohibit their use
if they are thought to be unfit for service or do not comply with regulations.
A formal system of annual inspection was instituted on 1 January 1982 to
comply with EEC requirements; all PSVs that are more than one year old
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are required to have had their first test by January 1983. Previously buses
received an initial certificate of fitness for a period of seven years, after which
a second certificate was issued for five or six years with subsequent certificates
for shorter periods; informal arrangements also operated, however, whereby
vehicles were inspected at approximately yearly intervals,
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APPENDIX 1.2
(referred to in paragraphs 1.19 and 10.29)

Extract from the Transport Act 1978

County transport planning (England and Wales)

1.—(1) In each non-metropolitan county of England and Wales,
it shall be the duty—

(a) of the county council, acting in consultation with public
passenger transport service operators and district councils
within the county—

(i) to develop policies which will promote the provi-
sion of a co-ordinated and efficient system of public
passenger transport to meet the county’s needs, and

(it) for that purpose to take such steps as the council
think appropriate for promoting the co-ordination,
amalgamation and re-organisation of road passenger
transport undertakings in the county;

{(b) of each of the district councils in the county who provide
any public passenger transport service to operate the ser-
vice in accordance with policies developed by the county
council as mentioned in paragraph (a) above; and

(¢) of public passenger transport service operators, and the
county and district councils—

(i) to co-operate with one another in the exercise
and performance of their respective functions for the
purpose of co-ordinating public passenger transport
services within the county, and

(i) to afford to one another such information as
may be reasonably required for that purpose.

(2) In this section and sections 2 and 4 below, “‘public passenger
transport services” means all those services (whether publicly or
privately operated) on which members of the public rely for getting
from place to place, when not relying on private facilities of their
own, including school transport but not—

(a) services provided in accordance with permits under the
Minibus Act 1977 (carriage of passengers by bodies con-
cerned with education, social welfare etc.); or

(b) excursions or tours within the meaning of the 1968 Act.

(3) For the purpose of such co-operation as is referred to in
subsection (1)(¢) above, all those mentioned in that subsection shall
have power to enter into such arrangements with one another with
respect to the exercise and performance of their respective functions
on such terms as may appear to them to be expedient,
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{4) Those who provide public passenger transport services may
under subsection (3) enter into arrangements between themselves
for the establishment under the Companies Acts of companies con-
trolled (jointly or severally) by the parties to the arrangements and
for—

() the transfer of assets to such companies; and
(h) facilitating the voluntary transfer of employees.

(5) The council of a non-metropolitan county or non-metropoli-
tan district may make grants towards any costs incurred by persons
carrying on public passenger transport undertakings wholly or
partly in the county or district, as the case may be, and may also
make grants—

(a) to persons providing community bus services; and

(h) in cases where local authorities and traffic commissioners
have consented, under paragraph 5 of Schedule 12 to the
1960 Act, to the advertisement of facilities as being pro-
vided under a social car scheme, to persons arranging
those facilities.

(6) Where, in. carrying out their duty under subsection (1)5)
above, a district council incur ¢xpenditure which they would not
otherwise have incurred or reccive less revenue than they would
otherwise have done, the district council may, by notice to the
county council, require the county council to reimburse the amount
of that expenditure or of that reduction in revenue.

(7 ¥ any amount which, in accordance with the notice under
subsection (6) above, a county councii are required to reimburse
to a district council is not determined by agreement between those
councils within 6 months of the receipt of the notice or such longer
period as may be agreed between them, the amount shall be deter-
mined by an arbitrator appointed either by agreement between
those councils or, in default of such agreement, by the President
of the Chartered Institute of Public Finance and Accountancy.

2.—(1) Every non-metropolitan county council shall—

(a) not later than 31st March 1979, prepare and publish a
public passenger transport plan for the succeeding period
of 5 years; and

(b) revise and re-publish the plan every 12 months {which
means not later than 31st March in each year after 1979),
relating its contents always to the next 5 years after re-
publication.

(2) The plan shall contain—

(a) areview of the county’s needs, and the needs of communi-
ties comprised in it, in respect of public passenger trans-
port services, and the extent to which those needs are
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met by existing services (this review to be accompanied
by an account of the criteria applied to determine need);

(b) a description of—

(i) the council’s policies and objectives for publje
passenger transport, and the services and facilities they
consider to be needed by the county; and

(ii) the measures proposed for securing them in the
short, and also in the longer, term;

(c) estimates of the financial resources required for the realisa.
tion of those policies and objectives, with proposals for
obtaining such resources; and

(d) an account of how far forecasts in earlier plans have been,
and are being, realised as regards the availability and use
of such resources.

(3) When preparing or revising the plan, and when considering
from time to time the way in which they are to discharge their
responsibilities under section 1 above, the council shall enter into
consultations with—

(a) public passenger transport service operators in the county,
or their representatives;

() district councils in the county; and
(¢) the following, if they or their areas may be affected by
the policies described in the plan—
(i) other county councils,
(ii) the Greater London Council, and

(iii) joint planning boards set up under section 1 of
1971 c. 78. the Town and Country Planning Act 1971.

(4) To all those mentioned in paragraphs (a) to (¢) of subsection
(3), and also to—
(a) the county’s parish and (in Wales) community councils;
and

() trade unions, transport user organisations and others
appearing to the county council to be especially con-
cerned with public passenger transport matters,

there shall be afforded an opportunity of commenting on a prelim-
inary draft of the plan, and of making representations with respect
to its contents.

(5) Particulars shall be given in the plan of the county council’s
consultations entered into in compliance with subsection (3) and
of the consideration which has been given to views expressed in
the consultations.
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(6) When the plan or revised plan has been published, the county
council shall cause it be be made available for inspection (at all
reasonable hours)—

(a) at the council offices; and

(b) at the offices of each of the district councils in the county;
and

(¢) at such other places as are considered suitable, having
regard to the convenience of members of the public.

(7) The council shall give notice, by such means as they think
expedient for bringing it to the attention of the public, about where
the plans can be inspected, and as to the way in which copies
of the plan (and if practicable, parts of it) can be purchased or
otherwise obtained.

3.—(1) A non-metropolitan county council shall from time to
time, with a view to implementation of their public passenger trans-
port plan, enter into agreements with persons carrying on public
passenger transport undertakings wholly or partly in the county
for the provision or retention and financing of services and facilities
which are required by the plan but would not, apart from such
agreements, be available.

(2) The council may enter into similar agreements with persons
within section 1(5)(@) and (b) above.

(3) Agreements under subsection (1) above shall be made so as
to remain in force for period of 3 years, except in cases where,
having regard to the nature of the services and facilities to be pro-
vided, a longer or shorter period is determined by the parties to
be expedient.

{4) Whenever the public passenger transport plan is published
or re-published, it shall include particulars of such agreements
made by the council as are referred to in subsections (1) and (2)
above and are then in force or to be in force during the period
of 12 months immediately following.

(5) When preparing or revising their plan and deciding whether
any, and if so what, agreements should be made under this section,
the council may require any of the persons referred to in section
1(5) above to furnish such information concerning their services
(including the cost of providing them) as is reasonably required
by the council for those purposes; and—

(a) the information shall be formulated in such a manner as
may be specified in the council’s requirement ; and

(b) the council shall, when framing the requirement, have
regard to any directions given by the Secretary of State
to county councils about the form and content of the
information which ought to be obtained by them from
persons qualifying for grant under section 1(5).
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(6) Any requirements under subsection (5) above shall be com-
plied with by the persons to whom it is addressed, subject to the
council giving, and complying with, such written undertakings of
confidentiality as may be requested by those persons as a condition
of the information being furnished; but nothing in subsection (4)
or (5) above requires or authorises the council to include anything
in their plan whose disclosure may adversely affect the business
interests or commercial security of any person.

Concessionary  4~—(1) All those county councils who have under this Act to

fare schemes. prepare and publish an annual public passenger transport plan shall
include in the plan, whenever it is published or re-published, the
following matters relating to travel concession schemes (meaning
schemes for the reduction or waiver of fares or charges on public
passenger transport services in favour of special categories of per-
sons).

(2) The matters to be included in the plan are-—

(@) an account of what (if any) travel concession schemes are
operative in the county or planned for early introduction,
being schemes which are wholly or partly financed, or
the subject of financial contribution, by the council them-
selves or by any of the district councils in the county;

() the nature and extent of the concessions available under
those schemes;

(¢) proposals for introducing new travel concession schemes
such as are mentioned in paragraph (a) above, or for
extending or improving existing schemes; and

(d) the reasons why (if it be the case) in any part of the county
either no such schemes are operative or existing schemes
are inadequate.
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APPENDIX 1.3
(referred to in paragraph 1.24)

West Midlands Passenger Transport Executive

Background

‘1. West Midlands is one of six English Passenger Transport Areas. It was
designated by the Secretary of State under section 9 of the Transport Act
1968. (There is one, Strathclyde, in Scotland). The 1968 Act (as modified
by the Local Government Acts of 1972 and 1974) provides for a Passenger
Transport Authority (PTA) and a Passenger Transport Executive (PTE) in
each designated area. The PTA appoints the Directors of the PTE, and has
budgetary and policy control. The PTE is responsible for planning and running
bus services, either directly or through agreements with other operators, and
also for entering with the approval of the PTA into agreements with British
Rail for the provision of local rail services, in order to provide a properly-
integrated and efficient system of public passenger transport to meet the needs
of the area.

2. The first PTAs, set up before the 1974 local government reorganisation,
consisted of representatives of constituent local authorities in the area,
together with Ministerial appointees. Under section 202 of the Local Govern-
ment Act 1972, the new metropolitan counties themselves became the PTAs.
The West Midlands County Council became the West Midlands Authority
on 1 April 1974.

3. WMPTE was formed in September 1969. On 1 October 1969 four munici-
pal transport undertakings (Birmingham, West Bromwich, Walsall and Wol-
verhampton) were transferred to the control of the Executive. By April 1974
the Executive had expanded further. In December 1973 it purchased with
the approval of the WMCC the then Midland Red stage carriage operations
within the county. The Coventry municipal undertaking was vested in the
Executive under the Local Government Act 1972 on 1 April 1974

TaBLeE |  Numbers of buses and employees transferred to WMI'TE

No of No of
Undertaking buses employces
Birmingham 1,420 5,221
Walsall 261 ; 915
West Bromwich 119 521
‘Wolverhampton 293 1,565
Midland Red 413 ‘ 1,396
Coventry 300 1,400
Total 2,806 11,018

Source: WMPTE.
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The structure

4. The members of the Executive are appointed by the WMCC. At present
the Executive comprises the Director General, three full-time Directors with
responsibilities for Operations, Labour Relations and Planning and Engineer-
ing; the County Treasurer acts as part-time Director of Finance and the Chief
Executive of the WMCC is also a part-time member with no line management
responsibility.

5. The Executive has developed a formal committee structure comprising
four committees. The senior committee is the Management Committee (a deci-
sion-making body with clearly defined powers) consisting of all the Executive
Directors and attended by most principal budget holders (Chief and Senior
Officers). The other three committees are a Business Development Committee,
an Operations Committee and an Engineering Committee.

6. The overall objectives of these committees are summarised below:

Business Development Committee

Objective—To formulate and market the most commercially and cost effec-
tive, integrated passenger transport network and fares structure consistent
with the development of the long-term infrastructure and corporate objectives,
taking account of customer needs and financial and manpower resources.

Operations Committee

Objective—To organise the operation of the Executive’s services in accord-
ance with the requirements of the Executive and on the most economical
basis.

Engineering Committee

Objectives—To recommend policies on technical engineering matters to the
Executive, and to implement Executive decisions on these policies. To control
the maintenance of premises.

All three of these committees have detailed and extensive terms of reference
and objectives which include some executive powers and responsibilities.

Links with WMCC

7. In its contacts with the WMCC the Executive reports monthly directly
to the Passenger Transport Committee of the county council and to the
Finance, and Policy and Resources Committees as well as to the Highways
and full council as and when necessary. It is represented at other committee
meetings when appropriate. The Executive’s Directors and Officers also join
in activities involving WMCC departments such as the Strategic Planning
Group which is responsible for developing and monitoring the Structure Plan
on which the transportation policy of the county council is based. Transpor-
tation planning work is partly carried out by the WMCC/WMPTE Joint
Transportation Planning Unit on which appropriate disciplines are repre-
sented.
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County council’s passenger transport policy

8. The county council is responsible for establishing a comprehensive trans-
portation policy. The passenger transport component of this policy is based
on the 1972 Development Plan adopted by the county council in 1974 and
updated annually by the TPPs; this provides the policy which the PTE is
required to implement. Since 1974 WMPTE has in discharging this policy:

(1) established standard fares for bus and rail and comprehensive Travel-
card bus/rail season ticketing;

(2) introduced uniform passenger-carrying prineiples;

(3) developed extensive market research;

(4) developed five local rail lines including the building of four new stations;
(5) provided co-ordinated bus/rail facilities at stations;

(6) provided free car parking at local rail stations;

(7) designed and published comprehensive timetables and service network
information; )

(8) co-ordinated bus services throughout its operating area;
(9) established agreed policies for employment and training;

(10) progressed the rationalisation of equipment (buses, street furniture, fare
collection machines, two-way radio etc).
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APPENDIX 1.4
(referred to in paragraph 1.29)

City of Cardiff Council

Legislation

1. The City of Cardiff derives its power to run a bus service from two
local Acts of Parliament—the Cardiff Corporation Act 1920 and the Cardiff
Corporation Act 1930. The basic legislative provisions governing bus opera-
tions in Cardiff are contained in sections 64-90 of the 1920 Act. A later
provision in section 46 of the 1930 Act restricted the running of buses in
competition with services provided by the corporation. This restriction was
removed by the Cardiff (Revocation of Restrictions) Order 1981, made under
section 43(2) of the Transport Act 1980 following an application by a resident
of Cardiff.

The public transport undertaking

2. The power to run the transport undertaking is a statutory function of
the city council and the undertaking is subject to the constitutional rules which
bind a local authority. The day-to-day operations of Cardiff’s bus services
is undertaken by the Transport Department (CCT) headed by a General
Manager, who is a Chief Officer responsible to the council’s Chief Executive.

3. The council has a Transport Committee to deal with the detailed affairs
of the undertaking and to report to it with recommendations at monthly
intervals on matters concerning the undertaking. The Transport Committee
consists of 15 elected city councillors and one co-opted county councillor.
Like virtually all the council’s committees, the Transport Committee reflects
the political composition of the council; the majority party normally provides
the Chairman and Vice-Chairman of the committee and a majority of its
members.

4. Co-ordination of policies and strategies of the council is undertaken by
a Policy Committee. Some matters dealt with by the Transport Committee—
for example, finance, personnel or land—fall to be considered by sub-commit-
tees of the Policy Committee. There is also some cross-membership of com-
mittees between the city council and South Glamorgan County Council; the
county council has a member on the city’s Transport Committee (see para-
graph 3) and the city has a member on the county’s Environment and Planning
Committee and on its Traffic Public Transport Sub-Committees.

5. A chart showing the links between the city council and its committees,
and the Transport Department is at Figure 1.
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CCT

6. Under the General Manager there is a Deputy General Manager with
particular responsibility for project co-ordination, recruitment and training,
and three heads of functional divisions—traffic, engineering and administ-
ration. Details of the responsibilities of the divisional heads are set out 1n
Figure 2.

The City Treasurer’s Department

7. Overall responsibility for the preparation of the city council’s budget
is undertaken by the City Treasurer on the basis of data prepared by the
individual council departments—including CCT. The City Treasurer’s Depart-
ment is also responsible for the apportionment of central establishment
charges for administrative work undertaken by the council on behalf of
individual departments.

8. Throughout council the day-to-day management of departments rests with
the individual Chief Officers who act within the various nationally and locally
agreed rules and procedures in relation to appointments, discipline, training
and other appropriate matters. In order to avoid undue comsideration of
detailed personnel matters by committees three levels of delegation operate:

(i) to the City Personnel Officer in consultation with the Chairman of
the Policy (Personnel) Sub-Committee;

(i) to the City Personnel Officer; and

(iii) to individual Chief Officers in respect of their own departments.
Matters which cannot be dealt with under delegated powers are referred to
the appropriate council committee. Normally, this is first to the Employing
Committee which makes a recommendation to the Policy (Personnel) Sub-
Committee. Matters having financial implications also require consideration
by the Policy (Finance) Sub-Committee before being passed to the Policy
Committee and the city council.
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APPENDIX 1.5
(referred to in paragraph 1.31)

National Bus Company

1. The National Bus Company (NBC) was created by the Transport Act
1968 to take over the various bus and coach companies in England and Wales
then in public ownership. NBC’s operating companies are concerned with
the operation of stage carriage services in England and Wales, and also with
scheduled express services, excursions and day tours, coach holiday tours, and
private hire and contract operations. National marketing of the express services
and holiday tours is carried out by the National Express Division and the
National Holidays Divison of NBC. The Chairman and directors of NBC
are appointed by the Secretary of State and it is effectively part of the nationa-
lised industry sector.

2. The subsidiary companies are expected to conform to NBC’s general
policies and statutory financial duties but they each have their own General
Manager and Board of Directors with a wide measure of delegation to manage
their businesses to suit local circumstances, including the policies of local
authorities. Co-ordination between operating companies and implementation
of NBC policy is achieved by a system of regional direction in which a
Regional Director has overall responsibility for the companies in each of
NBC’s four regions and chairs their Boards of Directors. Regional Directors
take part in the formulation of group policy through membership of the Board
of National Bus Management Ltd and the NBC Chief Executive’s Committee.

3. NBC companics are generally treated by central and local Government
in the same way as other operators of bus services. Thus they receive a grant
(now being phased out) towards the purchase of new buses, obtain rebates
of road fuel duty used on stage carriage services and receive grants under
section 1 of the Transport Act 1978. In total in 1980 the support to NBC
from these sources was about £80 million. This is equivalent to about 15
per cent of the revenue needed to cover the costs of NBC’s stage operations.

4. In 1981 some 1,511 million passenger journeys were made on the group’s
14,712 buses and coaches, which operated 607 million miles on urban, rural,
local and long distance services. In 1980 the group operated 23 per cent of
ali buses and coaches in Great Britain and provided for about 25 per cent
of passenger journeys by operating some 31 per cent of total bus and coach
miles.

5. The NBC companies are major operators in Greater London and the
metropolitan counties running substantial mileages on cross-boundary and
internal services within the areas of these authorities in accordance with finan-
cial and operating agreements with the London Transport Executive and the
PTEs. In the non-metropolitan counties NBC subsidiaries are respomsible for
the urban bus networks in Bristol and many other towns and cities. In those
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towns and cities in non-metropolitan counties where there are municipal un-
dertakings, NBC subsidiaries contribute to the local networks by operating
cross-boundary services linking the centre with peripheral suburbs, and they
sometimes run a proportion of the internal services. In most casés municipal
"and NBC urban operations are covered by agreements of some kind between
the districts and NBC undertakings, designed to secure the best service
network at best cost in resources. In some cases there are comprehensive
agreements incorporating financial arrangements; in others there are no such
agreements but only arrangements restrictive of the NBC undertakings.

6. NBC buses, crews and other staff based at urban depots are normally
involved not only in the operation of the urban networks but also in the
local suburban, inter-urban and rural services. Those scrvices operated from
rural depets similarly may feed into the urban networks. In many cases the
rural depots share with the urban depots the operations of inter-urban stage
carriage routes of considerable length, which provide better frequencies for
intermediate villages than are normally practicable for scattered and remote
communities.

7. Most of the urban and rural depots provide regular contract services,
notably for the carriage of school children; they also provide vehicles for
local private hire and excursions. Many of the depots take part in group
National Express coach services and in group National Holidays programmes.
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APPENDIX 2.1
(referred to in paragraph 2.149)

Fare collection and control procedures

1. Of the four operators under inquiry, WMPTE uses for fare collection
on its buses an automatic system (the Autofare system) of the type describeg
below. CCT is in the process of converting to a similar system {the Almex
system). The two NBC companies, BOC and TMT, do not use any form
of automatic fare collection system at present.

WMPTE
On-bus fares

2. The Autofare system used by WMPTE works as follows. The passenger
inserts the exact fare (no change is given) into a slot on the top of the ticket
issuing equipment. The cash is held in a viewer until the driver has verified
that the correct money has been inserted. He then issues a ticket to the pas-
senger. The action of doing so releases the cash into a locked cash vault
at the base of the equipment.

3. The earlier machines installed in the Autofare conversion programme
are fitted with numerators, which record only the number of tickets issued.
Later machines are fitted with totalisors, which record both the number and
value of tickets issued. WMPTE is at present engaged in fitting totalisor
equipment to all its bus fleet.

4. If the passenger does not have the exact fare available, the driver
either provides change or issues an unpaid fare voucher which is payable at
one of the Executive’s offices or to any of the Executive’s inspectors. Likewise,
any non-payment or underpayment of fares discovered by a travelling inspec-
tor which cannot be collected on the spot is the subject of an unpaid fares
voucher. Any cases of non-payment of an unpaid fares voucher are followed
up by a personal visit by an inspector.

5. If a driver is required to change the route of his bus, or to change from
one bus to another while away from his depot, he enters the number of tickets
issued and/or the value total of tickets issued, as shown by the ticket equip-
ment, on the waybill which is maintained for each cash vault.

6. At the end of each service run, the driver delivers the locked cash vault .
to the duty inspector at the depot and deposits the relevant waybill, duly
completed for his service duty or duties, in a secure letter box at the depot.

7. Cash counting and bagging equipment is used to count and bag simul-
taneously the cash in each vault. The totals are then entered in a cash counting
book. When the contents of all the vaults in respect of a particular day’s

374



service have been counted, the total cash is agreed with the total shown by
the cash counting equipment and the cash counting book. The cash is then
prepared for banking. About 130 tons of cash per week are handled in this
way at an estimated cost of £600,000 per annum.

8. The route waybills are collected from each garage by ticket audit staff
together with the relevant copies of the cash counting book. The total value
of ticket sales is calculated for each waybill, using the totalisor or the numera-
tor readings entered thereon, as the case may be, and compared with the-
total recorded on the copy of the cash counting book. Material discrepancics
are reported on for further action by garage staff, plain clothes inspectors,
internal audit or divisional management as appropriate.

CCT
On-bus fares

9. The Almex farebox system used by CCT is in principle the same system
as the Autofare system used by WMPTE, but was chosen by CCT because
the equipment conversion costs are only about £350 per vehicle compared
with a current cost of about £1,800 per vehicle for the new equipment pur-
chased by WMPTE. (WMPTE told us, however, that the two systems are
not strictly comparable.)

10. CCT operates an ‘exact fare only’ policy on its farebox buses with
drivers instructed not to handle passenger revenue. Change vouchers are pro-
vided for overpayments and these are redeemable at CCT’s City office. CCT
adopts a strict attitude to cases of non-payment or underpayment of fares.
In such cases inspectors, and occasionally drivers, require an additional pay-
ment of a standard fare. This is currently 60p for adults and 30p for children.
(WMPTE told us that this standard fare system is experimental and that
DTp and the Home Office are not yet prepared to allow its use outside certain
specified areas.)

11. As a part of its conversion to the farebox system, CCT has built a
new cash office, making extensive use of conveyors, at its operating garage.
The area provides for the safe deposit of vaults and, when cash office staff
are on duty, simultaneous counting and bagging facilities within the same
security area. Revenue from each bus vault is recorded and is set against
ticket sales for that bus. CCT estimates that once fully operational it will
handle approximately 12 tons of cash per week. As a part of its on-bus revenue
accounting procedure CCT has also introduced micro-computers to handle
its waybill records and reconciliations, and to provide various management
statistical reports.

12. Until July 1982 CCT will operate a combination of farebox and ‘pay-
ment to the driver’ systems, Its system for driver accounting is as described
below for BOC and TMT. Irrespective of which system is in use, however,
CCT requires drivers to record ticket machine readings at each terminus and
to complete the summary of total ticket sales, etc, before returning their ticket
machines.
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Off-bus fares

13. WMPTE’s procedures for dealing with travel card sales, which are made
through its own offices or through agencies, are similar to those for dealing
with on-bus fare receipts. A daily waybill is prepared for each sales outlet.
In the case of a travel card office, for example, this would be for each sales
window. Sales of tickets are controlled by a system of serial numbering with
stocks of unsold tickets remaining under the control of the office manager
or agent. Travel card sales are subject to regular scrutiny by ticket checkers
and alsoc by internal audit.

14. CCT deals with its sales of multi-ride tickets in a similar way to that
in which WMPTE deals with travel card sales, except that the checking work
carried out by separate ticket checkers in the case of WMPTE is performed
in the case of CCT by inspectors.

BOC and TMT
On-bus fares

15. Neither BOC nor TMT uses any form of automatic fare collection sys-
tem. Drivers use a Setright machine, suitably medified for OMO operation,
to issue tickets as required. The fares collected are deposited in a container.
Although passengers are encouraged to tender the exact fare, a ‘no change’
policy is not enforced and if necessary change is given by drivers from their
personal change machine. TMT (but not BOC) issues a small change float
of about £1 but this is not always adequate and on occasion drivers may
either use their own money or the day’s takings to give the required change.
Change can be a problem, particularly at the beginning of a duty.

16. In contrast to the practice with the automatic fare collection systems,
the ticket machines and change machines normally remain with the driver
throughout his tour of duty. If he changes buses during the day, he cashes
up, enters the readings shown by his ticket machine on to a waybill and
takes the cash takings, ticket machine and change maching with him to the
new bus. Likewise, if he changes route during the day without a change of
bus, he also enters the totals shown by his ticket machine on to the waybili.
(There are exceptions at BOC’s Bristol City and Gloucester depots, which
use a ‘one machine per bus’ system.)

17. At the end of his day’s duty, the driver completes the waybill, counts
the cash taken and enters this total on to the waybill. He pays the cash in
at his garage accompanied by the waybill and deposits the ticket machine
for the night, (There are also facilities for cash to be paid in on account
during a duty.) At the garage, the ticket machine readings are checked with
the waybill, the cash is recounted by a cash clerk and the cash total is also
checked to the waybill. Cash is then banked through the Post Office or private
security services or by the use of escorted personnel.

18. In addition, in the case of BOC a headquarters revenue officer also
periodically spot-checks the amount of cash paid in with the corresponding
waybill totals. Internal audit also verifics that the ticket machine totals are
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regularly compared with those on the waybill. Continuity is checked on a
daily basis. As part of the computer systems, audit checks are carried out
on a weekly basis together with spot checks by inspectors and checked by
cash clerks on a daily basis.

19. TMT has recently installed on a trial basis cash counting equipment
at its Nottingham garage. It told us that this equipment will pay for itself
within 12 months through staff savings. Provided that it continues to give
satisfactory service, it is intended to extend its use and also to concentrate
cash counting into fewer locations.

20. BOC, on the other hand, has used semi-automatic cash counting equip-
ment for two years at-its Stroud, Cheltenham and Gloucester depots. It has
recently introduced an automatic cash counting and bagging machine at head-
quarters to cope with the requirements of all its Bristol depots. Future plans
envisage the installation of cash counting equipment at Bath, Swindon and
Weston-super-Mare depots. BOC considers that the intreduction of cash
counting equipment will have a neutral effect on staffing levels but that there
will be benefits by way of a reduction in bank charges.

Off-bus fares

21. Season ticket, Rover card and express coach, holiday and private hire
sales are dealt with by BOC and TMT through their sales offices. Waybills
are completed daily for each clerk detailing the sales made for each type
of ticket, listed by serial number and value. Cash is counted daily and entered
on to a waybill and the cash is then banked along with traffic receipts in
the manner described above.
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APPENDIX 2.6
(referred to in paragraph 2.142)

Effects of OMO on costs and revenues

1. Introduction
1.1. The objectives of the study are as follows:
(1) to identify the potential effects on costs and revenues of OMO;
(2) where possible, to quantify these effects financially; and

(3) using the outcome of the first two stages, to identify the circumstances
in which OMO may have an adverse financial effect.

1.2. These somewhat circumspect objectives are necessary because for a
number of reasons it is difficult to isolate all the benefits and costs of OMQ
with any degree of certainty. First, a number of other factors have been chang-
ing at the same time as the conversion to OMO which have had the same
type of effect. For example, increased traffic congestion has reduced running
speeds and has thus increased fuel and maintenance costs. These factors have
also been affected by OMO. Thus, isolating the precise effects of OMO is
difficult. Second, the circumstances of OMO conversion differ from operator
to operator and any definitive study must be on a case study approach, the
results of which may not be generally applicable.

1.3. Unfortunately there is no way completely to surmount the first problem
although a judgment can be made, and has been made, usually after discussion
with relevant people in the bus industry. The second problem has been over-
come (and the first to some extent lessened) by basing estimates on WMPTE
data without necessarily implying that all the factors have affected that par-
ticular operator. This allows, on what is thought to be a consistent basis,
estimates of the relative magnitudes of each potential effect to be made and
a number of conclusions to be drawn.

1.4. The general conclusions are set out in Section 4 but can be summarised
as follows:

(1) The effects of OMO conversion on costs are diffuse and a relatively
complex calculation is needed to isolate them. They are not confined
to the effects on wage-related costs.

(2) Two potential cost increases are sufficiently large, relative to the savings
in wage-related costs, to eliminate in some circumstances these primary
savings. These are the costs of any additional vehicles and crews needed
because of slower running times and the effects on fuel, engineering
spares and maintenance. The former should in principle be identifiable
in a specific case. The latter is less easy to identify but would warrant
further study.
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1.5. In considering these conclusions, however, a number of other factors
must be kept in mind. The most important of these is that most OMO conver-
sions took place at the time when the bus industry was short of labour and
was often failing to run advertised services in consequence. Whilst it is true
that higher wages were paid to one-man drivers and that productivity bonuses
were earned by all crews, it is possible that some of these would have been
granted in any case in an attempt to attract sufficient labour. Thus, the initial
or primary cost savings from OMO conversion may have been under-
estimated.

1.6. The second qualification concerns the productivity bonus itself. In
WMPTE at least, the bonus was not increased as wage rates increased gener-
ally during the conversion period. At the end of the conversion period this
ceased to be so but until then the proportion of savings being retained by
the operator was, in effect, increasing as conductors” wages rose. Thus in
the past the savings to the operator may have been higher than they are
DOW.

1.7. Finally, it must also be recognised that where OMO conversion is com-
plete the costs of reverting to crew (or conventional) operation may not be
the mirror image of the costs of one-man conversion. For example, there
could be staff pressure to retain current wage rates. Vehicles, although more
complex as a result of OMO, could not be simplified overnight. Thus a fairly
long transitional stage would be needed before the full effects on costs of
reverting to two-man operation were felt.

1.8. The analysis has largely been based on information supplied to the
Commission for other parts of its inquirics. WMPTE was, however, extremely
co-operative in providing additional data at relatively short notice. Where
data were not available it was either the result of the time constraint on
the study or the fact that it was not kept in a readily accessible form.

1.9. Section 2 identifies the main financial effects of OMQO whilst Section
3 quantifies them. Section 4 contains the general conclusions and an opinion
on the effects on WMPTE.

2 Identifying the effects of OMO

2.1. For the purpose of analysis it is helpful to divide the effects of OMO
into primary and secondary effects. The primary effects are the savings in
wages and other wage-related costs of conductors, less the additional payments
to drivers and the general bonus distributed to all staff. In the case of WMPTE
this has been estimated at £8-4 million a year on an assumed staff saving
of 4,023 conductors.

2.2. Secondary effects comprise the other financial effects of OMO includ-
ing those which may not be apparent at the time of conversion. Not all second-
ary effects are likely to be present in any particular undertaking and, indeed,
there is often scope for trading off some of these effects. For example, expendi-
ture on automatic fare collection equipment can be traded against expenditure
on additional buses in a schedule. The list below, though comprehensive,
would not therefore apply in its entirety to any particular undertaking,
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2.3. The main secondary effects comprise:

(1) cost savings (other than wages and wage-related costs) associated with
a reduction in total staff requirements, primarily uniforms, personal
equipment and canteen costs;

(2) cost savings associated with a reduction in the numbers of new staff
recruited, mainly training costs. In most circumstances OMO leads to
a once for all reduction in recruitment and may also result in a longer-
term change in recruitment as labour turnover is affected;

(3) the costs of additional buses and crews if OMO conversion leads,
through an increase in running times, to a higher vehicle requirement
on a service; '

(4) the costs of additional or more sophisticated ticket equipment needed
to maintain running times with OMO. These may comprise initial pur-
chase costs, maintenance costs and any associated costs in cash count-
ing, ticket issuing departments, etc;

(5) the change in inspectorate costs if the supervision of either crews or
passengers needs alteration;

(6) the change in maintenance costs resulting from the lower average speed
of OMQ;

(7) the change in fuel costs arising from the same cause;

(8) the increase in the initial purchase price and the continuing main-
tenance costs of the more sophisticated buses incorporating devices
to ease the strain on one-man drivers, eg fully automatic transmission,
power steering, etc;

(9) the increase in costs resulting from a higher spare vehicle requirement,
arising either directly from OMO or from the greater sophistication
of the vehicles;

(10) the costs of introducing off-bus ticket sales in order to reduce boarding
times;

(11) any loss of revenue from a lower quality of service due to OMO;

(12) the improvement in revenue resulting from greater staff availability
with OMO;

(13) changes in overtime costs if OMQ affects recruitment and absenteeism;
and

(14) the costs of vehicle conversion.

3 Quantification of the secondary effects

Initroduction

3.1. The objectives of this section of the report are two-fold. First, it is
intended to explain in more detail the processes by which the secondary effects
may arise. Second, it will attempt to quantify their potential magnitude using,
wherever possible, data for WMPTE. This does not imply, however, that
OMO necessarily had these effects on WMPTE. Rather, it is intended to

" identify on a consistent basis the relative magnitudes of the different factors.
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Cost savings associated with a reduction in total staff regquirements

3.2, A number of items of expenditure are directly related to the number of
employees. The most obvious of these are the on costs attributable to wage
or salary payvment, such as pension contributions, national insurance, etc.
These have been taken into account in the estimates of primary cost savings.
Other expenditure items are:

(1) uniforms and personal equipment (eg lockers, cash boxes etc);
(2) any net expenditure on canteens; and
(3) expenditure on employee welfare.

In the case of WMPTE, costs of uniforms did enter the OMO bonus calcula-
tions. In March 1978, the last conversion in the South Division, an annual
cost of £41 per man was estimated which would be about £66 at current
prices. Canteen costs have been estimated at approximately £170 per employee
per annum and a reasonable estimate of welfare expenditure would be in
the region of £10-£20 per year. In total, therefore, savings amount to about
£225 per man per year (allowing for the life of uniforms), equivalent to
£905,000 per year for the 4,023 conductors no longer employed because of
OMO. :

Cost savings resulting from changes in the number of staff recruited

3.3. In the short-term OMO will normally reduce turnover amongst crews.
During most of the 1970s, when staff shortage was a problem, the effect
of OMO was to reduce the shortage and therefore to make recruitment less
necessary. Indeed many operators deliberately barred recruitment prior to
OMO in order to avoid potential redundancy problems.

3.4. OMO may have an effect on recruitment costs in two other ways.
First, even if labour turnover rates remain the same, the total number of
staff is reduced and therefore the absolute level of recruitment will fail. Second,
it might also be argued that OMO will affect turnover amongst drivers in
two different ways: because the rate of pay is higher and because the job
is more arduous. If these two factors are not in equilibrium then there will
be a change in turnover rates. Unfortunately, relatively little is known about
the causes of labour turnover and whilst it would be feasible to compare
turnover rates between one-man operators and conventional drivers it would
not necessarily be reasonable to ascribe any differences to OMO. In these
circumstances the latter point has not been quantified.

3.5. Costs associated with recruitment are:
(1) the issue of uniforms;
(2) training costs.

Estimates of the cost per man are £200 a year. The number of men affected
in a year has been estimated at between 10 per cent and 20 per cent of
total conductor requirements based on the experience of most major operators
over the years since 1974-75. Taking 15 per cent of WMPTE’s former 4,023
conductors indicates a saving of about £121,000 a year.
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Additional buses and crews if one-man operation leads to an increase in rinning
time and vehicle requirements

3.6. This is potentially the greatest hidden cost of OMO. Its extent in prac.
tice will vary enormously from case to case and will depend initially on the
effect on passenger boarding times; and hence on the running time requireg
to travel from terminus to terminus. If an increase in running time is necessary
as a result of OMO, additional resources may only be needed if this canngt
be absorbed by a reduction in the time spent at the terminus before the next
trip. (The fact that this is possible does not necessarily indicate inefficiency.
For example a service may need 50 minutes running time and operate hourly
so that 10 minutes is spent at each terminus, in order to produce the hourly
frequency. If converted to OMO an extension of running time to say 355
minutes would be feasible.)

3.7. WMPTE has, in fact, taken a number of steps to minimise the impact
on pasenger boarding times of OMO. First, its use of Travelcards means
that there is no cash transaction on the bus for a proportion of its passengers.
Free off-peak travel for pensioners (although a county council rather than
a WMPTE policy) also has this effect. In total only 53 per cent of passengers
pay on the bus. Passengers paying cash place their fares in a farebox and
no change is given. Ticket issue is automatic and requires relatively little work
on the part of the driver. In consequence, the increase in passenger boarding
times has been relatively small.

3.8. WMPTE has therefore been able to convert most of its services to
OMO without increasing its vehicle requirements. Where increased running
times have been necessary they have either been caused by other factors like
route extensions or have been accommodated by reducing standing time at
termini. Data have been produced for Coventry comparing two-man running
times with those for OMO using, first, normal ticket issuing equipment and,
second, Autofare. These indicate that while additional running times are some-
times necessary, with Autofare the increases are generally negligible.

3.9. However, WMPTE may not be a typical case and other operators
have had to concede additional running times and use extra vehicles. One
measure of the extent of this is shown by the statistics of vehicle miles per
vehicle hour in service. If a route is converted to OMO and the running
time increase needs more vehicles while vehicle mileage will remain unchanged,
the number of vehicle hours needed to provide this mileage will increase and
vehicle miles per vehicle hour will fall.

3.10. Data assembled by another major operator over a number of years
has shown a steady decline in vehicle miles per vehicle hour and a steady
increase in the proportion of OMO. For example, over a period when an
extra 20 per cent of bus-mileage was converted to OMQ there was a 2 per
cent fall in vehicle miles per vehicle hour. However, OMOQ conversion is not
the only factor affecting this statistic. Increased traffic congestion and increases
in the number of traffic signals and pedestrian crossings have also contributed.
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3.11. To obtain an estimate of the potential order of magnitude of this
effect, estimates were based on a 2-5 per cent and a 50 per cent increase
in vehicle hours as a result of OMO. Had this happened in WMPTE and
had costs increased in direct proportion, the additional costs at 1981 prices
would have been in the region of £3+6 million to £7-2 million a year. It must
be recognised that the cost assumption used may be somewhat extreme and
a more reasonable estimate might be about 80 per cent of the above figures,
ie £2-9 million to £5-8 million.

Costs of ticket equipment

3:12. It would be possible to have OMO using the same ticket equipment
as conductors use although normally some kind of fitment for the vehicle would
be needed. In urban areas this is likely to produce unacceptably high boarding
times and more sophisticated equipment is required. Experience throughout
the industry has been that the no-change Autofare system used by WMPTE
and several other major operators does give boarding times per passenger
which are probably the fastest feasible. The equipment itself cost about £600
per set in 1978 prices which is equivalent to £930 in 1981 prices. As an annual
charge on 2,433 buses this amounts to £150,000 a year over a 15 vear life.

3.13. Offsetting this is the saving from a reduced requirement for clerical
staff who no longer have to reconcile waybills and cash. At the same time
it could be argued that part of the cost of routine data collection by WMPTE’s
Field Survey Unit (FSU) should be offset against this saving as this activity
is needed to replace data which was previously obtained from ticket sales
records. However, the FSU data collection activity would probably have been
necessary on some scale as a result of the pensioners’ fares scheme and the
Travelcard and it is doubtful whether the quality of data obtained from ticket
machines would have been sufficiently high for modern service management
to match supply and demand.

3.14. No estimate of staff savings could be made in the time available.
However, an outline estimate based on one clerk per WMPTE garage would
give a saving of 25 posts. If as much as half of this were offset by additional
FSU costs there would still be a saving of some 12 posts which at £7,500
each give annual savings of £90,000. Overall, therefore, the effect of changing
the method of ticket issue for OMO is a net cost of £60,000 pa. which may,
in fact, be an over-estimate.

Inspectorate costs

3.15. Inspectorate costs are affected in two ways. First, fewer inspectors
are likely to be needed at garages to supervise signing on and duty allocation.
The main reasons for this are that there are fewer men to supervise and that
the problems caused by a mismatch between driver and conductor availability
are eliminated. The latter is important, as with two-man operation both crew
members obviously have to be available if the bus is to run. If the driver
is unavailable for duty A and the conductor unavailable for duty B then
it is possible that both buses will fail to run if there are no spare staff and
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the available crew members insist on claiming their scheduled duties. Clearly,
avoiding this situation requires more resources than simply matching vehicles
and drivers.

3.16. The second effect on the number of inspectors results from changing
requirements for supervising crews and for revenue protection. There seems
little feason to expect that OMO will materially affect the amount of super-
vision of the running of the services. Revenue protection supervision is likely
to change from an emphasis on non-payment, which is more common with
two-man operation, to overriding which is more common with OMQ. Gener-
ally, a higher level of inspectorate activity may be needed but this is difficult
to estimate.

3.17. Overall, however, WMPTE has reduced the number of inspectors by
40 partly as a result of OMO and partly as a result of the use of radio for
vehicle supervision. If 50 per cent of this were the result of OMO the cost
saving would be about £150,000 a year.

Maintenance, fuel costs, vehicle modification and spare buses

3.18. These items are best treated together as they all ultimately stem from
the fact that a bus today is more complex than a bus of 20 years ago. The latter
was, typically, a front engined bus with an open platform at the rear, with
manual transmission and no power steering. (London Transport’s Routemas-
ter bus conforms to this general layout but does, in fact, have some of the
technical improvements, such as automatic transmission, which are common
on modern buses.) In the early 1960s this type of bus began to be superseded
by vehicles with a transverse rear engine which minimised the intrusion of
the engine into the passenger carrying area. Because the engine was at the
rear, and therefore out of earshot of the driver, semi-automatic or automatic
transmission was necessary. A further difference was that with this type of
bus the front axle was moved further back so that a relatively flat front plat-
form was possible directly opposite the driver.

3.19. The main advantage of this design was its large seating capacity. It
could seat up to 78 passengers compared to a maximum of 73 in a traditional
design vehicle of similar size and compared with 56 to 65 in the traditional
design vehicle typical at the time. Although this imposed a higher work-load
on the conductor, the driver was now able directly to supervise loading and
unloading to offset this. It should be stressed that most major operators were
purchasing this type of vehicle, which is, of course, suitable for OMOQ, before
OMO of double-deck buses was either legally possible or had been accepted
by the trade unions.

3.20. One consequence of this change in bus design was that maintenance
became more expensive and a higher proportion of spare vehicles was needed.
These consequences were not, however, the result of OMO.

3.21. Since OMO of double-deck buses became possible in 1967 the trend
towards this type of bus accelerated and was encouraged by the fact that
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the more traditional bus was ineligible for New Bus Grants under the Trans-
port Act 1968. Further modifications have been introduced including more
widespread use of automatic transmission, power steering, power assisted hand
brakes, etc. While it is true that OMO would be extremely difficult without
such aids it is equally true that other factors like increasing traffic congestion,
problems of parked vehicles, health and safety requirements and the recruit-
ment of women drivers might have made them essential in any case, and
changed driving conditions would have led to increased fuel and maintenance
costs.

3.22. In response to these problems it is only possible to provide a range
of the estimated costs of these effects and then to consider what proportion
may be attributable to OMO. A starting point is the vehicle itself. A modern
double-deck bus currently costs in the region of £60,000. Whilst there is no
comparable simpler vehicle on the market a broad estimate of the additional
cost of this vehicle compared with a less complex one is about £10,000, which
is 17 per cent less. If a similar proportion of maintenance and fuel costs
were also attributable to this complexity then estimates for these items can
be made. Spare vehicles present a more complex problem because even as
far back as the late 1960s some urban fleets were operating with 20 per cent
spare vehicles on traffic requirements. A figure of 10 per cent is often quoted
as a reasonable figure for a fleet consisting entirely of the simpler type of
bus but no detailed data to substantiate this could be found. If this figure
is accepted, however, additional spare vehicles of 10 per cent of traffic require-
ments can be attributed to more complex rear-engined buses.

3.23. Using data for WMPTE gives the following estimates of increased
costs.

£ million
per ganum
Additional capital cost of vehicles
2,391 at £10,000 over 15 years 1-594
179 of fuel cost 0961
179 of maintenance cost 4-665
10%, spare vehicles. 190 buses at £50,000
depreciated over 15 years 0-633
7-853

It cannot be too strongly emphasised, however, that these figures are only
very broad estimates, although they obviously allow estimates to be made
on other assumptions.

3.24. Given the arguments above concerning other factors it would not
be reasonable to attribute all of this to OMO. Twenty-five per cent of the
figure of increased costs set out above would amount to £1-96 million a year.

Off-bus ticket sales

3.25. This is a good example of an area in which an operator can trade off
increased running times and consequent higher operating costs against the
costs of off-bus ticket sales. It must again be emphasised, however, that off-bus
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ticket sales may be introduced for other reasons. In particular, the Travelcard
type of ticket has advantages in reducing the cost penalty associated with
changing buses and may in consequence give the operator greater flexibility
in matching supply and demand by use of feeder services and interchanges.

3.26. As part of its work for the inquiry WMPTE has produced estimates
of the costs of printing and selling its Travelcards. Other financial effects
include the gain in interest receipts and the change in revenue resulting from
Travelcard. As far as the latter is concerned WMPTE has argued that the
long-term effect of Travelcards on revenue has been almost neutral, the short-
term losses having been compensated by long-term retention of traffic. A
range of estimated revenue effects has been made based on the extremes of
no long-term retention and the long-term retention claimed by WMPTE.

3.27. Costs of issue and distribution have been estimated at £0:334 million
a year which is partly offset by interest gains of £0°076 million leaving a
net figure of £0-258 million a year. Revenue loss would be £5-5 million annually
if no traffic had been retained in the long term. If the figures claimed by
WMPTE for traffic retention are correct there has been a revenue gain of
£0-5 million from Travelcard. Taking the mean of these two estimates gives
arevenue loss of £2-5 million and a total effect of Travelcard of £2:758 million.
Attributing 50 per cent to OMO gives a cost of £1:379 million per year.

Effects on revenue

3.28. Regardless of whether it affects boarding times OMO can be held to
reduce service quality because the conductor is no longer available to assist with
luggage, prams or to help less agile passengers on and off the bus. However,
the major measurable effect of OMO is the increase in boarding times resulting
from the fare transaction with the driver. As already pointed out this is in-
fluenced by the fare system and the nature of the fare collection method used.

3.29. It is, however, possible to estimate the likely effects on a passenger’s
total journey resulting from the increased boarding times. An average urban
bus journey is about 2+5 miles long. In the West Midlands the average number
of boardings per vehicle-mile in 1981 was seven. Thus during a 2-5 mile journey
17-5 other passengers will board. Some of this, however, will be at route
termint or other points at which boarding time and total time spent at a
stop are unrelated. No information exists on this but an estimate of 25 per
cent would seem reasonable. Thus the additional delay per passenger journey
would be about 13 times the average additional boarding time per passenger.

3.30. If the additional boarding time per passenger were two seconds, then
the effect on a full journey would be an extra 26 seconds. As a proportion
of the total time and money cost of a bus journey (including walking and
waiting times) this is negligible. The net loss of revenue, on WMPTE figures,
would be about £300,000 a year.
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Revenue effects of greater staff availability

3.31. OMO conversion can have two effects on staff availability. First, it
eliminates the mismatch between driver and conductor availability referred
to in paragraph 3.15. Second, it may have long-term effects on staff avail-
ability.

3.32. Again, however, it is almost impossible to isolate these effects from
those of other causal factors. However, it is possible to estimate the effects
on revenue of changes to the level of lost mileage. Using an elasticity of
—0-5 (which means that each 1 per cent change in mileage operated will
lead to an 05 per cent change in patronage) each 1 per cent reduction in
lost mileage would increase WMPTE’s traffic receipts of £83-0 million in
1980-81 by about £400,000 a year.

3.33. Given that total lost mileage has in recent years been in the range
1 per cent to 4 per cent, of which about 20 per cent results from breakdowns,
the impact of one-man operation is likely to be relatively small.

Change in overtime costs

3.34. When OMO was first introduced on a large scale, staff shortage was
a considerable problem in the industry. To meet it extensive overtime was
worked at enhanced rates of pay. Over the years, however, regulations govern-
ing drivers’ hours were gradually made more restrictive, particularly as a result
of the Transport Act 1968 and the application of EEC Regulations. Whilst
at this time overtime was probably considerably more expensive than recruit-
ing additional drivers (assuming the latter could be done without raising wage
rates generally), OMO conversion by reducing overtime would have been con-
tributing to cost reductions. As time has gone on, however, the non-wage
costs of employment have increased to the point at which there is often little
difference between meeting a staff shortage through overtime or through extra
recruitment. This benefit of OMO, whilst at one time significant, is no longer
so important. -

3.35. Evidence on the effects of OMO on job stress and absenteeism has
proved impossible to find in the time available. In principle most operators
would agree that one-man driving is more stressful than driving with a conduc-
tor. A one-man driver is working continuously during the journey whilst a
two-man driver can relax momentarily at stops. In addition there is the added
responsibility of ticket issue and cash reconciliation in most cases.

3.36. WMPTE does not, however, have readily available data on the inci-
dence of absence over time split down amongst one-man drivers, two-man
drivers and conductors. Whilst this information is available at source it is
not summarised in this way. It also points out that other factors are known
to influeiice the incidence of absenteeism and therefore a more complex analy-
sis would be needed to isolate the effects of OMO alone.

3.37. Discussions with senior operating management also indicated that
changes in the payment system have a much more marked effect on absenteeism.
For example, in November 1978 absenteeism due to sickness averaged 873
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days per week out of 2,300 drivers (7+6 per cent). By November 1980 this
had been reduced to 368 days per week. with 2,200 drivers (3:3 per cent).
The main cause of the change was that in November 1978 the OMO producti-
vity bonus was paid to men whilst they were absent sick whilst by November
1980 this practice no longer applied.

3.38. In these circumstances, however, it has not been possible even to
produce an estimated quantification of these effects.

Vehicle conversion costs

3.39. During the 1970s many operators had to modify their buses in order
to make them suitable for OMO. This generally comprised installing fittings
for the ticket machines and change holders, and a mirror system which allowed
the driver to see the upper deck. New buses ordered during this period were,
of course, already fitted for OMO and conversion costs have now been
absorbed in new vehicle costs. When they were incurred they were probably
of the order of £120 per vehicle at current prices.

4. TFactors affecting the overall assessment of OMO

4.1. From the analysis and estimates made in Section 3 it is clear that
there are a large number of factors which have to be taken into consideration
in determining the actual financial cost of conversion to OMO. It is unlikely
that a simple case of the saving comprising conductors’ costs less the additional
payments to drivers would ever be found. At the same time considerable
uncertainty must surround the estimation of the effect of OMO conversion
on certain costs because other factors have been having a similar effect.

4.2, In order to form a view about whether any of them, either alone or
in combination with others, would significantly erode the primary cost savings,
the relationship between each of the secondary factors and the primary cost
saving has been examined using WMPTE data for consistency. The results
are presented in Table 1.

TaBLE 1 Relationship between primary and secondary effects of OMO

Cost saving {+) or Percentage
increase (—) per annum of primary cost
Cost heading (£ million) A
Primary effect
WMPTE’s share of wage cost savings +8-40 100-0
Secondary effects
(1) Reduced staff requirement +0-90 +10+7
(2) Reduced labour turnover +012 + 14
(3) Additional vehicles due to reduced i
speeds —29to —58 —-34:5 to 69-0
(4) Ticket equipment —0-06 — 07
(5) Inspectorate +0-15 + 18
(6) to (9) Fuel, maintenance, etc —1-96 —233
(10) Off-bus ticket sales including discount - 138 —16-4
(11) Revenue loss —0-50* — 56
(12) Reduced lost mileage + 040 + 48
13) Overtime :
%143 Vehicle conversion } not quantified

* Per two second increase in average boarding time.
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4.3. Several conclusions can be drawn from this analysis:

(1) There is a wide range of effects which must be quantified and, if necess-
ary, taken into account, besides the primary effect of conversion.

(2) There are a number of cost savings which are almost certain to be
realised because they result from the reduction in the total staff require-
ment which is achieved. In particular the non-wage related costs of
employment and the effects of reduced labour turnover add about 12
per cent to primary cost savings.

(3) There are a number of factors which may have a significant adverse
financial effect. In particular, reductions in operating speeds which result
in additional vehicles baving to be provided to produce a given number
of vehicle-miles on a service can very quickly absorb a substantial
proportion. of the primary cost savings.

(4) Although considerable uncertainty surrounds the estimated effects on
engineering costs, spare vehicles etc, the analysis does show that these
two are potentially large relative to the primary cost savings.

(5) Given the relative magnitudes of the potential effects of increased run-
ning times (on both costs (3) and revenues (11)) and the costs of off-bus
ticket sales and automated ticket equipment, the trade-off in the case
of any major urban route appears to be in favour of expenditure on
increasing off-bus ticket sales and installing automated ticket equip-
ment.

(6) Considering WMPTE itself, whilst it is impossible to be definite there
are a number of factors which point clearly towards the conclusion
that OMO has resuited in a net reduction in costs. Besides the primary
cost saving of £84 million a year there are cests savings from reduced
staff requirements of just over £1 million a year. Effects on revenue
are probably neutral with any reductions from increased boarding times
being offset by reductions in lost mileage. Likewise, additional ticket
equipment costs are substantially offset by reduced inspectorate costs.
This leaves the effects on engineering costs, of additional vehicles and
crews, and of off-bus sales. Given WMPTE’s policy on running times,
it seems unlikely that the costs of additional buses and crews will be
very high. This therefore leaves the costs of off-bus sales and the
engineering effects. If the figures in Table 1 applied to WMPTE this
would amount to just over £3 million a year, leaving a substantial net
surplus. Another way of looking at this is that these additional costs
could be almost three times their estimated levels before WMPTE'’s
OMO conversion resulted in a net overall cost.

393



APPENDIX 3.1
(referred to in paragraph 3.11)

Vehicle cleaning procedures in the undertakings

1. Set out below are cleaning standards and monitoring procedures for
the four undertakings.

WMPTE
2. The same standards and schedules apply in all divisions:
(1) Sweep off: Daily; sweep off upper and lower saloons, empty ticket
boxes, disinfect floors and driver’s compartment.

(i) External wash: Three times a week ; wash outside of vehicle and brush
wash wheels.

“(iii) Interior clean: Weekly; clean exterior of windscreen, interior clean all
windows, wipe down ledges, clean ceilings of top and Jower saloon
and driver’s cab.

(iv) Seat clean: Twice weekly; dry vacuum clean cushions and seat of
moquette seats.

Annually; wash vinyl seats, wet vacuum clean moquette seats.

(v) Special clean: Four weekly; soap wash exterior and interior walls and
ceilings, clean interior windows, clean seat legs.

These standards were set up for a particular type of bus and working condi-
tions which prevented much nightwork. It is envisaged that they may now
need reviewing.

3. All cleaning is monitored and recorded for the premium payment scheme
and the average rate of achievement is presented in a management report
at divisional level. Special, weekly and annual cleans are planned into a main-
tenance programme and, therefore, the cleaning history of each bus known
by fleet number. Bus exterior wash is not monitored individually and each
depot is responsible for installing an appropriate procedure to ensure that
all buses are washed regularly.

CCT

4. All vehicles are garaged in a single depot which assists general quality
control. There are formal cleaning standards operated by the engineering func-
tion:

(i) Interior sweep: Daily; manual sweep of upper and lower saloon, empty

ticket boxes, dust ledges, etc, clean driver’s windscreen if labour avail-
able.

(il) External wash: Daily.
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(ili) Special clean: Six to eight weekly; detergent clean exterior, scrub and
disinfect floors, clean all interior windows, walls, ceilings, skirt panels
and seat frames, detergent wash seats.

{iv) Non-routine clean: ¢clean driver’s cab, in preparation for private hire.

(v) Annually: a special spring clean of the whole fleet following the winter
period.

5. The daily wash and sweep are carried out partly in the day but mostly
at night depending on the time buses run in. The special cleans are pro-
grammed to coincide with the planned routine maintenance. There is no
monitoring system to supply routine management information for the daily
‘wash and sweep schedules, The day-to-day responsibility rests with the charge
hands. The record appears against flect number on the job card. Special cleans
are monitored at garage only and if missed on one occasion wouild be given
priority at the next. The only management level indication is the budgetary
return.

BOC

6. The same standards and schedules apply in both North and South
engineering divisions:

(i} Interior sweep: Daily; manual sweep of upper and lower saloons,
empty ticket box, and sweep driver compartment.

(ii) External wash: Daily; after vehicles are fuelled at night.

(iii) Special clean: Monthly; clean windows, detergent wash ceilings, walls
and seat frames, vacuum clean floor and seats.

(iv) Annually: special clean to coincide with MOT including a vacuum
wash.

7. There is no monitoring procedure for cleaning; no records are kept of
exterior washing. Interior cleans are left to night staff to complete a target
number each night. This sometimes results in vehicles not being cleaned and
these will be swept during the following day. Quality control is by spot checks
by engineering staff and by a driver’s check before taking the bus out. Monthly
and annual cleans are more systematic because they take place during the
day under supervision and must be planned to a schedule by fleet number.
However, the only records are the engineering job cards; each garage is respon-
sible for maintaining quality systems.

T™T

8. Trent has well-documented standard cleaning schedules. They set out
in detail what equipment must be used, what must be done and how often:

(i) Sweep out interior: Daily; sweep out upper and lower saloons and
driver’s compartment, dust all ledges and seats, ciean interior windows,
disinfecting as necessary.

(ii) External wash: Daily; includes hosing down with detergent of driver’s
windows and passenger doors, front and rear of vehicle.
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(iii) Weekly clean: clean all interior windows and mirrors, special cleaning
of cab including windows, seats and instruments, sweep interior of
vehicle.

(iv) Special interior clean; Six or seven weekly; vacuum clean all seats and
beat cushions, wet clean with detergent all interior surfaces (such as
ceilings, walls, seat supports and backs, stair wells and luggage lockers,
sweep and mop floor) and clean all interior windows and hand rails.

9. There is no monitoring of daily washes or weekly cleans at management
level although the special interior cleans are monitored and form part of a
management report. Quality control is the responsibility of the depot super-
visor. A cleaning foreman plans the weekly cleans by fleet number and the
plan is left for the day foreman to execute. There is no night supervision
and productivity and quality control of night cleaning is by spot checks during
the day. Special cleans are pre-planned by fleet number and monitored at
senior level by a routine management return.
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APPENDIX 3.2
(referred to in paragraph 3.14)

Trend in level of service provided by the four undertakings

1. Figure ! shows the trend for the four undertakings of the ratio of operat-
ing area to network miles operated. This gives an indication of accessibility
in terms of an estimate of the average distance to a bus route from any point
in the undertaking. It should be noted that this simple measure is not weighted
by population density and, therefore, does not necessarily represent the aver-
age walking distance for travellers.

2. Clearly there is a difference between the largely urban and largely inter-
urban undertakings. In WMPTE and CCT the average distance to a bus route
is approximately one-third of a mile, in TMT about two-thirds of a mile,
and greater than a mile in BOC.

3. Data is not available for WMPTE before 1979 but the indications from
the other undertakings are that the network structure has remained fairly
stable.

4. Figure 2 provides a measure of the trend in average daily frequency
of buses over the network. The measure which is the ratio of bus miles oper-
ated to network miles represents an average over the whole undertaking in-
cluding weekdays and weekends, peak and off-peak. It will hide many varia-
tions beiween services and between times of day. Since the average is taken
over a 24 hour day, the effective frequency during the operational day will
depend on the times of first and last buses. If the operating day is not signifi-
cantly different between operators (WMPTE has a small all night service)
the measure can be used for comparisons.

5. Again it is clear than the urban undertakings provide a higher level
of service compared with that in the inter-urban companies. This is to be
expected since the frequency that can be maintained will depend upon demand
and load factors. This relationship is discussed in more detail in Chapter
8§ on Matching supply and demand. It also appears that frequency has been
declining in all undertakings.

6. These trends should be considered together with the trend in fares to
obtain an indication of value for money. Figure 3 shows the trend in average
fare per passenger journey in real terms for the four undertakings. Average
fare has been calculated from total passenger revenue not including revenue
support. The figure cannot be used to compare absolute levels because travel
patterns, especially in terms of journey length, may vary between undertakings.
However it provides a reasonable comparison of rates of change. A complete
understanding can only be obtained by a detailed analysis of the split between
on-bus, off-bus and concessionary fares. This is dealt with in detail in Chapter
8 on fare structure.
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FiGuRE 1 Trends in average accessibility to bus routes 1975-81
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FiGure 2 Trends in average daily service frequency, 1975-81
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FIGURE 3 The trend in average fare per passenger journey for the four bus undertakings (1981
prices), 1974-81
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7. Real fares per journey have been increasing in all undertakings over
the whole period but have remained nearly constant in BOC since 1976. The
average annual increase is shown in Table 3.1 in Chapter 3.

8. A test of the guality of service and the value for money obtained by
potential customers is the extent to which they use the services provided.
Figure 4 shows the trend in passenger journeys per member of the population
in the area served by each undertaking. A more critical test perhaps is the
use of buses by those members of the population who cannot easily undertake
their journeys by car. This is not an easy statistic to obtain but an estimate
can be made from the number of private cars and vans in use in each area
estimated from the county registrations of motor vehicles. Figure 5 shows
the trend in the estimated number of passenger journeys per unit of population
not owning a car. We have assumed that car availability is such that one
member of the population is associated with each car registered.

9. It is clear from Figure 4 that there is a general trend away from bus
transport in WMPTE, BOC and TMT, which did not appear to be the case
in CCT until 1978 since when the same trends may be developing. This trend
is still evident in WMPTE, BOC and TMT even where the potential users
have been adjusted for car ownership, but not in CCT. It would appear that
these three undertakings are losing the custom of non-car owners, WMPTE
told us that some of the apparent loss of passengers on buses results from
increased use of their local train network. In the case of TMT some of the
apparent loss may result from the increased amount of linked services, where
some linked journeys would previously have been counted as two journeys.

Quality of services from the view of the individual traveller

10. The measures discussed above are aggregates and attempt to represent
the position in the undertaking as a whole. Average measures naturally hide
the inherent variations which will certainly be experienced by the customer.
To obtain some understanding of the way changes have affected the individual
user we have looked at the detailed service trends for some specific services
in each undertaking which represent the following typical journeys undertaken
by an individual over the past 15 years:

—journey from a residential area to place of work;

—journey from a residential area to a central shopping area;

—journey from a residential area to a local school;

—journey from a rural (village) area to the centre for shopping, leisure,

etc.

11. For each journey, representing a specific origin and destination, we
have looked at the following indicators for weekdays, Saturday and Sunday:

—type of bus used;

—peak service frequency;

—off peak service frequency;

—time of first bus of the day;

—time of last bus of the day;

—the journey time;

—the fare charged.
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FIGURE 4 Passenger journeys per member of the population per year between 1974 and 1981
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The particular routes and services were chosen because they represented
real journeys taken by a substantial number of people. They are representative
in a qualitative sense that there are other journeys similar to them in the
undertakings but are not a representative sample in the statistical sense.

12. Tables 1-4 show the trends in these indicators for the four typical jour-
neys in WMPTE, CCT, BOC and TMT over the period 1967-82.

13. The general structure of the network has remained remarkably stable
and the services have remained recognisably similar over many years. How-
ever, the level of service offered by the undertakings has been slowly declining.
This has been manifested by a reduction of frequency of service rather than
a decline in the network size. Generally speaking they are serving the same
areas but less frequently. The tendency towards reduced frequency is reflected
in our sample of particular journeys, with the exception of the trunk route
expansion in WMPTE.

14. From the detailed journeys it would appear that journey times are rela-
tively stable, with changes occurring during the conversion to one-man opera-
tion. The time of the first and last bus of the day may have changed in detail
but in the journeys selected there is no strong evidence that the length of

“service day has been cut back significantly except for Sunday services.

15. Against a background of reducing frequency levels, the value of fares
in real terms have increased in WMPTE and TMT by about 8-9 per cent
per year, and in CCT by 65 per cent. The equivalent rate in BOC is only
of the order of 15 per cent per year. It can be argued therefore that potential
bus users have seen a reduction in value for money since the mid-1970s. This
is reflected in reduced use of buses per head of population even for those
members of the population without direct access to a car, except in CCT
where there would appear to be a slight increase in use when car ownership
is taken into account.

403



FIGURE 5
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APPENDIX 3.3
(referred to in paragraphs 3.9 and 3.14)

Trends in the causes of lost mileage

1. Figure 1 shows the trend in the proportion of scheduled miles lost in
each undertaking over the period 1974 to 1981. Between 1975 and 1980 there
was a general increasing trend. Some of this was due to engineering problems
associated with a new generation of buses of increasing technical complexity.
This is discussed in detail in Chapter 6 on Planning and control of main-
tenance. The exceptionally bad performance of Cardiff was almost entirely
the result of staff problems in the engineering function. Since 1979 all under-
takings appear to have regained control and reduced lost mileage to below
2 per cent, with TMT having achieved the very low figure of 0-5 per cent.
CCT has told us that in 1981-82 it achieved a level of lost mileage similar
to that of TMT.

2. Table 1 gives the detailed breakdown of causes of lost mileage, and
Figures 2-5 show trends in the components from 1974-75 to 1981 where data
is available.

TasLe | A comparative breakdown of the causes of lost mileage in 1981*

Percentage of scheduled miles
lost due to cause

WMPTE
South

Cause Division cCcT TMT BOC
Staff shortage 028 0-06 0-04 023
Vehicle shortage 1-53 143 008 013
Industrial disputes 0-61 — 0-14 1-43

Traffic congestion 013 0-10
Weather conditions — — 0-08 009

Other causes — 002
Total 2-55 1+61 0-34 1-88

Source: MMC study.

* 198081 for CCT.

WMPTE

3. It was not possible for us to obtain a detailed breakdown of the trend
in the causes of lost mileage for all divisions of WMPTE. Figure 2 shows
the trend in the components for South Division. Since 1977-78 the major
loss has resulted from vehicle shortages and industrial disputes. Staff shortages
resulted in a significant lost mileage between 1976 and 1980 since when the
position in this respect has improved.
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CCT

4. The major loss in 1978-80 resulted from a shortfall in available vehicles
due to engineering difficulties. Staff shortfalls are less of a problem but traffic
congestion in Cardiff had contributed significantly. Cardiff has a number of
traffic management schemes and these appear to be having a positive effect.

BOC

5. Staff shortage has been a major contributor to lost mileage. This has
been a traditional problem in Bristol where there is a concentration of high
skill, high pay industries.

T™MT

6. In the past Trent lost a major part of scheduled mileage as a result
of staff shortages. Some of this resulted from the need for higher calibre
staff on OMO operations. The 1979 figures were distorted as the result of
lack of fuel because of a tanker drivers’ strike.
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APPENDIX 34
(referred to in paragraph 3.14)

Punctuality

1. It has been difficuit to obtain data on punctuality because none of the
‘undertakings monitors this routinely at management level. Table 3.1 (para-
graph 3.16 of the main text) shows some sample data for 1981 for WMPTE
and BOC. Arrivals represent the positions at the end of the journey and depar-
tures those at or near the beginning. One would expect the arrival pattern
to have a higher proportion of late running than the departure pattern and
for early starts at departure to be negligible. This is true for WMPTE. The
percentage of early starts in BOC may be exaggerated because the timing
points are not at the terminals.

2. The WMPTE data comes from a sample survey conducted by inspectors
at a number of terminals within a sampling scheme associated with the ‘Con-
tinuous On Bus Survey’ system. The BOC data is derived from a loading
survey undertaken in November and December 1981 and January 1982 in
connection with a fares experiment. Checks were made during the morning
and evening peak periods and at off-peak periods where in some cases the
effect of the peak traffic was still apparent. The sample analysed by us was
not necessarily statistically representative of the whole of the operating day;
it will probably be biased towards conditions in the peak when traffic conges-
tion in the city is at its worst. Departure times represent times of outgoing
buses passing a survey point close to the city centre or ingoing buses at a
timing point remote from the centre and vice versa for arrival times.

3. We have no information on punctuality in CCT. We have seen a sample
of inspectors’ reports for TMT for the last quarter of 1981, which show some
incidence of late departures from bus stations and early running en route,
but we have no way of assessing the numbers involved or the subsequent
timekeeping en route.
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APPENDIX 3.5
(referred to in paragraph 3.24)

Passenger attitude surveys

WMPTE

1. Since late in 1974 WMPTE has been carrying out market research surveys
on an area basis. These surveys have sampled households to establish existing
and potential travel patterns and also customer preferences and attitudes.
The results from these surveys have shown some variation in preferences from
arca to area. Overall the main priorities are: keeping fares down, greater
reliability, cleaner buses, greater frequency and more bus shelters. Factors
that do not feature so strongly are: later/more evening services, more Sunday
services, better publicity, faster services, more direct routes, nearer bus services
or more helpful staff.

2. Because the area surveys only give details of preferences and attitudes
in a particular area of the West Midlands, in 1981 the PTE embarked on
a twice-yearly survey covering the whole of the West Midlands. The first
such survey was in October 1981.

3. Table | shows the result of an attitude survey undertaken in 1981. It
included a sample of 1,203 adults who were asked questions and indicated
the degree of agreement on a five-point scale (+ 2 to —2 for strong agreement
or disagreement, respectively).

4. WMPTE passengers apparently feel that fares are reasonable, the bus
stops convenient and that inspectors are helpful. However, they feel that the
buses are dirty outside and indifferently clean inside. Buses are seen as reliable
but not necessarily good timekeepers.

TABLE 1  Results of attitude survey in WMPTE

) Degree of

Statement agreement
WMPTE buses are usually dirty outside +09
There is usually plenty of room on a WMPTE bus +0-3
Fares are reasonable +0-8
WMPTE buses used by me are reliable +06
It is awkward to get off or on a WMPTE bus —05
The buses are modern and comfortable +06

One does not know what time the buses will really leave

the stop or arrive at their destination -0
WMPTE buses are kept clean inside +01
The drivers are normally pleasant and polite +05
The inspectors are helpful and informative +08
The stops at this centre are convenient for me +1-1

Source: WMPTE.
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CCT

5. The CCT survey included a sample of 895 passengers interviewed by
inspectors on a cross-section of routes, times of day and areas of the city.
A central objective of the survey was to provide information to assist the
formulation of future fares policy. The results are shown in Table 2.

6. Passengers in Cardiff would like off-peak fares continued. In order to
cover increasing costs they just preferred an overall increase in fares to reduc-
ing or withdrawing lightly loaded services, and to a combination of these.
Despite alternative services provided by competition they would prefer CCT
to continue to serve all parts of the city.

TaBLE 2 Results of CCT passenger survey

Questions Answer No
YesS, No% answer
1. Do you or your family use cheap off-peak fares? 67 33
2. Do you or your family use family tickets? 48 52
3. Would you like cheap off-peak fares continued permanently? 97 3
4. If fares had to be increased would you prefer:
(1} an increase on all fares; 30 -
(i} an increase on some but not others; 17 —
(1ii} reduce or withdraw lightly loaded services; 27 —
(iv) a combination of the above alternatives? 26 —

S. If lightly loaded services were to be reduced which
would you prefer:

(1) withdraw heavy loss-making routes only; 19
(i1} withdraw selected light load journeys from all routes; 56 14
(iii) withdraw total services from all routes at selected times? 11

6. In view of the competition facing CCT would you prefer:

(i) a continued service to all parts of the city; 35
(i) continue to operate loss-making routes; 16
(1ii) concentrate on the busiest routes; 8
(iv) combination of (i) and (ii); 17
{v) combination of (i) and (ji1); 8
{vi) combination of (i), (ii). and (iii)? 6

Source: CCT.
BOC

7. In the Bristol survey which took the form of household questionnaires
people were asked their attitude to a number of areas for improving the service
and also to alternative policies for covering financial losses. The results are
shown in Table 3.

8. The results show some variation in priorities from area to area, but
generally high on the priority list for improvement are: keeping fares down,
bus shelters, timekeeping, and easy to read timetables, and low priorities given
to ticket issue and convenience of bus stops. There is less variation in the
preferred method of covering financial loss, with increased town centre car
park charges and subsidies high on the list, and attempts to increase efficiency
given lowest priority.
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TaBLe 3 Results of the BOC attitude survey

Areas of improvement

Keeping down fares

Making buses run to time

Availability of bus shelters

Traffic management schemes

Understanding timetable

Frequency of services

Public behaviour on buses

Luggage capacity

Timetables to suite work and
school journeys

Ease of getting on or off buses

Bus comfort

Simplifying ticket issued

Convenience of bus stop at
destination

Convenience of bus stop to home

Covering financial loss

Increase town centre car park
charges

Increase rates/taxes to
increase subsidy

Cut back services

Lower fares

Increase fares

Increase efficiency

Source: BOC.
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APPENDIX 3.6
(referred to in paragraph 3.27)

Customer complaints

Analysis of customer complaints

1. Figure 1 shows the trend in customer complaints for the four undertak-
ings in terms of complaints per million passenger journeys per vear. Table
1 shows the proportion of complaints by cause, for each of the undertakings,
under the following headings:

—complaints concerning staff;
—complaints concerning services;
—complaints concerning equipment;

and gives a more detailed breakdown of the complaints for 1981. In the case
of WMPTE data are available only for the South Division.

2. The total level of complaints does not appear to be excessive, being
only about one per 100,000 journeys for WMPTE and TMT. For someone
who travels to work each day on a bus, this is equivalent to about 025 com-
plaints in the whole of a working life. The relatively high volume of complaints
in CCT in the period 1979-80 corresponds with the period of a high level
of lost mileage. The volume of complaints in BOC is over five times that -
in TMT per journey and is continuing to rise and seems to indicate a growing
dissatisfaction with the BOC services. This appears to have been reinforced
by the 1981 restructuring of services.

3. In all undertakings, the majority of complaints in 1981 concerned the
behaviour of staff rather than service or equipment. The three main categories
of complaint in descending order were:

WMPTE-—timetabling, staff discourtesy, fare irregularities;
CCT—fares, not stopping and discourtesy;
BOC—timetabling, fares, timekeeping;

TMT-—fares, discourtesy, not stopping.

4. Figures 2-5 show the trend in the causes of complaint. For WMPTE
data is available for the South Division only.
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FiGURE 1. Total complaints received by the undertakings per million passenger journeys between
1975 and 1981* -
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* Figures for CCT are in fiscal years.
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TaBLE 1 Analysis of complaints received by the four bus operators during 1981*—percentages

of total complaints

Staff complaints

Not stopping
Discourtasy

Fares, change, passes etc
Driving

Premature starting
Early departs/lateness
Miscellaneous

Sub-total

Service complaints

Non-operation
Late operation
Timetable etc

Sub-total

Equipment complaints
Cleanliness

Design

Street furniture
Publicity
Miscellaneous

Sub-total
Other (uncategorised)

Total

Source: The four operators.

WMPTE cCcT T™T BOC+
11-63 24+62 12:24 760
1514 14-20 12-24 977
11-01 27-64 13-41 11-41

558 704 2492 —
5:00 2-39 0-29 —
707 7-04 9-04 11-32
615 741 11-66 —
61-58 90-84 61-80 40-10
3-56 314 1137 —
1-11 1-38 875 —
21-06 1-63 1166 3821
2573 615 31-78 38-21
0-53 025 1-17 0-55
0-72 0-25 2-33 —
846 0-63 0-58 0-87
1:20 012 2+04 1-28
1-78 176 0-29 —
12-69 301 641 270
— — — 1899
100-00 100-00 99-99 160-00

* CCT analysis is for 1980-81.
+ BOC pereentages are for 1980,

Note; Duifferences are due to rounding errors.
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FIGURE 2 A cumaulative breakdown of complaints received by WMPTE (South division) per one
million passenger journeys, 1975-81.
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FIGURE 3 A cumulative breakdown of complaints received by CCT. per one million passenger'. jour-
' neys, 1976-7 to 1980-81.
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FIGURE 4: A cumulative breakdown of complaints received by BOC, per one million passenger
journeys 1977-81,
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APPENDIX £.1
(referred to in paragraph 8.145)

Cross-subsidisation by time of day, and day of week

1. A pronounced feature of bus services are the morning and evening peaks
in demand which arise from travel to and from work and school. As the
peaks determine the maximum quantity of resources which wilt be employed,
it is important for an undertaking to know to what extent its revenues meet
the costs which arise through peak and non-peak operation, and in particular
for week-end services. A development of the CIPFA route costing methodo-
logy can be used to give an understanding of how revenues and costs are
influenced by the peaks, and thus how cross-subsidisation can arise during
the day, and between days of the week.

2. For each of the undertakings we have carried out computations on the
two bases deriving from the suggested CIPFA methodology. The first is the
full peak allocation basis and assumes that the objective of the undertaking
is to provide a peak service, so these carry the whole of the vehicle costs
and a substantial proportion of crew costs. Off-peak services are thus provided
at marginal cost. The second is the excess peak allocation basis and assumes
that the objective is to provide an all-day service, so only the additional costs
of vehicles brought in to meet the peak (above the all-day level) are charged
to the peak. Tables 1 and 2 set out the results for WMPTE.

TasLe | WMPTE peak off-peak costing (full peak basis) £°000 November 1981

Weekdays

Peak  Off-peak  Total Saturday Sunday Total
Revenue 1,872 2,809 4,681 580 208 5,469
Crew and mileage costs 1,277 1,458 2,735 559 199 3,493
Other time related costs 1,561 1,579 3,140 606 203 3,949
Specific vehicle costs 836 —_ 836 — — 836
Net contribution —1,802 —-228 —2,030 585 —-194  —2,809
Operating ratio %, 50-9 92-5 69-8 49-8 51-7 661
Source: WMPTE.
TaeLE 2 WMPTE peak off-peak costing (excess peak basis) £°000 November 1981

Weekdays

Peak  Off-peak  Toral Saturday Sunday Total
Revenne 1,872 2,809 4,681 580 208 5,469
Crew and mileage costs 650 326 976 559 199 1,734
Other time related costs 1,561 1,579 3,140 606 203 3,949
Specific vehicle cost 340 e 340 - — 340
Contribution to joint crew costs —679 +904 +225 — — -
Joint crew costs — — 1,759 — — 1,759
Contribution to joint vehicle costs  — — —1,534  —585 —194 —2,313
Joint vehicle costs — - — — — 496
Net contribution — — — — —2,809

Source: WMPTE.
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3. WMPTE has told us that it considers that its duty is to provide an
all-day service and it regards the CIPFA excess peak method of cost allocation
as being most appropriate for its services. On this basis Saturday and Sunday
services only just cover avoidable crew and mileage costs and when other
time related costs are taken into account these services make no contribution
towards joint vehicle costs. The weekday peak and off-peak services do not
cover their joint crew costs and hence make no coniribution to joint vehicle
costs.

4, WMPTE has told us that the period it took to carry out the analysis
was during the fares reduction and this would have depressed the revenue
figures considerably compared to current levels, whilst current costs are esti-
mated to be 8 per cent higher than those of November 1981.

5. Tables 3 and 4 set out the results of the peak off-peak costing for CCT.

TaBLE 3 CCT pesk off-peak costing (full peak basis) £°000 January to March 1981

Weekdays

Peak  Off-peak  Total Saturday Sunday  Total
Revenue 820-9 95744 1,7783 311-5 939 21837
Crew and mileage costs 3847 4507 8354 185-4 943 11151
Other time related costs 160-9 5099 670-8 82-4 557 808-9
Specific vehicle costs 4450 — 4450 — — 4450
Net contribution —169+7 —32 1729 4437 -561 —1853
Unallocated revenue — — — — — 18-5
Operating ratio %, 829 100 91-1 1140 62:6 92-2
Source: MMC study.
TaBLE 4 CCT peak off-peak costing (excess peak basis) £°000 January to March 1981

Weekdays

Peak  Off-peak  Tortal Saturday Sunday  Total
Revenue 8209 9574 11,7783 3115 939  2,183-7
Crew and mileage costs 115-0 146-5 261-5 185-4 94-3 5413
Other time related costs 160-9 509-9 670-8 82-4 557 808-9
Specific vehicle costs 91-4 —_— 91-4 — - 914
Contribution to joint crew costs +453:6  +301-0  +754:6 — — —
Joint crew costs — — 5738 — — 5738
Contribution to joint vehicle costs  — — +180-8 +437 —561 +1684
Joint vehicle costs - — — — — 353-6
Net contribution — -— — — e —1853
Unallocated revenue — — — — — 18-5

Source: MMC study.

6. On both bases the Sunday services did not provide sufficient revenue
to cover the avoidable crew and mileage costs, but Saturday services made
a net contribution of almost £44,000 after meeting all their costs. CCT has
agreed that Sunday services are unprofitable.

7. On the full peak basis the weekday peak made a contribution of only
£275,300 towards vehicle costs of £445,000, but off-peak services almost broke
even, On the excess peak basis the weekday peak and off-peak services covered
their specific and joint crew costs and made a net contribution to joint vehicle
costs.
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8. CCT has stated that it would not wish to be committed to either bases
of costing as being the most appropriate for their operations. It regards the
exercise as giving rise to two extremes. The data which was used for the
costing related to January-March 1981, ie prior to the introduction of the
reduced off-peak fare scheme, and the study would need to be repeated to
confirm the results.

9. The lessons CCT saw as following from this exercise would lic in the
future when such a study, if repeated, would help in planning the differential
between peak and off-peak fares. The General Manager had not thought that
the exercise could give any guidance in respect of over-provision of services
at one time of the week compared with another.

10. A similar exercise was carried out for the BOC services in Bristol City
and the results are shown in Tables 5 and 6. BOC regards the excess peak
basis of allocation as being most appropriate for its services.

TaBLE S BOC peak off-peak costing (full peak basis) Bristol City services November 1981 £7000

Weekdays

Peak  Offpeak  Total Saturday Sunday Total
Revenue 3176 402-7 72003 104-0 236 847-9
Crew and mileage costs 84-8 262:8 347-6 80-2 337 4613
Other time related costs 58-8 194-0 252-8 47-4 253 3255
Specific vehicle costs 167-2 — 167-2 — — —
Net contribution 468 ~541 —47-3 =236 —354 —1063
Operating ratio % 102-2 882 93-8 81-5 40-0 889

Source: MMC study.

TaBLE 6 BOC peak off-peak costing {excess peak basis) Bristol City services November 1981
£000

Weekdays

Peak  Off-peak  Total Saturday Sunday Total
Revenue 3176 402-7 720-3 104-0 236 8479
Crew and mileage costs 84-8 262-8 347-6 80-2 337 461-5
Other time related costs 58-8 194-0 252-8 47-4 253 3255
Specific vehicle costs 446 — 44-6 — - 44-6
Contribution to joint costs +129-4 —54-1 +753 =236 —354 16:3
Joint costs — — - — — 122:6
Net contribution - — — — — —106-3

Source: MMC study.

11. On this basis it can be seen that no period, other than the weekday
peak, contributes to joint costs. The surplus from the weekday peak is more
than sufficient to cover all the joint costs. Sunday operations incur a relatively
large loss and fail to cover avoidable crew and mileage costs.

12. BOC has told us that it was aware of the poor performance of Sunday
services and also of evening operations as a result of the MAP surveys. BOC
also pointed out that substantial reductions have already been made during
1981 but in the case of Bristol City and elsewhere in Avon many of the remain-
ing Sunday and evening services have been ‘brought back” by the County Council
on social grounds. These are being further reviewed as part of the post-MAP
monitoring exercise.
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13. Tables 7 and 8 show the results of the peak off-peak costing exercise
for TMT. TMT has told us that its primary objective is to meet peak demands
and hence the full peak cost allocation is most appropriate to the services
it supplies.

TasLE 7 TMT pesk off-peak costing (full peak basis) 1-20 November 1981 £°000

Weekdays

Peak  Off-peak  Total Saturday Sunday Total
Revenue 3768 5057 882-5 164-9 326 1,0800
Crew and mileage costs 127-4 3511 478-5 1152 34-1 6278
Other time related costs 93-8 24146 3354 576 21-8 414-8
Vehicle costs 220-9 — 2209 — — 2209
Net contribution —65-3 —870 —1523 -79 =233 —1834
Unallocated revenue — — — — — 67-2
Operating ratio % 85 835 85 95 58 91
Source: MMC study.
TaBLE 8 TMT peak off-peak costing (excess peak basis) 1-20 November 1981 £'000

Weekdays

Peak  Off-peak  Total Saturday Sunday Total
Revenue 3768 5057 882-5 164-9 326 1,080°0
Crew and mileage costs 50-9 90-8 141-7 1152 34-1 291-0
Other time related costs 93-8 24146 335-4 576 218 414-8
Specific vehicle costs 36-8 — 36-8 — — 36-8
Contribution to joint crew costs 195- 1733 3686 — - 3686
Joint crew costs — — 3367 — — 33647
Contribution to joint vehicle costs  — — 319 -79 =233 07
Joint vehicle costs — — — — — 184-1
Net contribution - — — —_— —  —1834
Unallocated revenue — — — — — 67-2

Source: MMC study

14. No period of the week for TMT is profitable, although Saturday
approaches break-even. On the full peak cost allocation the weekday peak
and off-peak periods have a similar performance; both have an operating
ratio of 85 per cent. In the case of the peak services these made a contribution
of £155,600 towards the vehicle costs of £220,900. Weekday off-peak made
a contribution of £154,600 towards the appropriate time related cost of
£241,600. Sunday services incur a relatively large loss, and the revenue from
these services does not cover avoidable crew and mileage costs.

I5. TMT has agreed that Sunday services perform poorly. When it dis-
covered this it had carried out the loading survey mentioned in paragraph
8.94. It intends to look again at Sunday and evening services, particularly
in its 10 per cent mileage cut exercise mentioned in the Corporate Plan. Adjust-
ments, however, would be subject to county council approval.

430



APPENDIX 10.1
(referred to in paragraphs 10.6 and 10.14)

Role of local authorities

Sources of evidence

1. We invited the county councils and district councils in the area of opera-
tion of WMPTE, CCT, BOC and TMT to give evidence, and we received
evidence from the following 14 county councils and 20 district councils:

County councils District councils

Avon Bath City Council .

Cheshire Bristol City Council

Derbyshire Broxtowe Borough Council
Gloucestershire Charnwood Borough Council

Greater Manchester Cheltenham Borough Council
Nottinghamshire Chesterfield Borough Council
Oxfordshire Coventry City Council

Somerset Derby City Council

South Glamorgan North Warwickshire Borough Council
Staffordshire North West Leicestershire District Council
Warwickshire Nottingham City Council

West Yorkshire Rushcliffe Borough Council

West Midlands Solihull Metropolitan Borough Council
Wiltshire South Staffordshire District Council

South Tyneside Borough Council
Stroud District Council

Thamesdown District Council

Yale of Glamorgan Borough Council
Walsall Metropolitan Borough Council
Wansdyke District Council

2. Detailed figures showing trends in revenue support are set out in the
following tables. Table 1 gives the amounts-of transport expenditure submitted
by selected counties for acceptance by the Secretary of State for Transport
for the purpose of calculating the amount of Transport Supplementary Grant
(TSGQG) they are to receive. Not all proposed expenditure is accepted as eligible
for grant. The table also shows total accepted expenditure and TSG received.
Full information is not available for all counties for all years.

3. Table 2 sets out a comparison between bids for revenue support made
by operators to non-metropolitan counties, the amount of support then agreed
by the county and the amount finally received for the year. It will be seen
that of the 32 year’s figures for which information was available from counties
support paid was the same as that agreed in approximately 50 per cent of
years, larger in 30 per cent and smaller in 20 per cent. Table 3 sets out the
revenue support paid to WMPTE from all sources. WMPTE told us that
the administration in power had a policy of reducing revenue support in the
early years shown in the table. Between 1976-77 and 1978-79 revenue support
as a percentage of turnover fell dramatically.
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TaBLE | Transport Supplementary Grant (£m) outturn prices?

See notes below 1976-77  1977-78 1978-79 1979-80 i980-8i 1981-82

S Glamorgan
(a) Total submission! — 8017 8197 10:347 21609 20-223
(b) Total accepted
expenditure — 7-401 8-453 10700 15-933 19-208
(¢) Total TSG
actualty granted — 2-393 3-023 4-286 7217 7652

Avon

(a) Total submission 14-814 14-485 13-543 16:509 19-638 20-773
(b) Total accepted ’

expenditure 14277 11-481 13-282 16-029 17-511 16-968
{¢) Total TSG

actually granted 1-923 0438 1+494 1:778 1-758 0357

Gloucestershire

(a) Total submission 6-053 — — — — e
(b) Total TSG
actually granted 1366 — — — — -

Wiltshire

(@) Total submission 602 7-10 1102 11-14 13-14 1376
(p) Total TSG

* actually granted 043 0-39 1-97 1-35 2:16 191

Derbyshire
(a) Total submission N/A 11-344 15:592 14-511 21262 22+897

(p) Total TSG
actually granted N/A 1:706 3-443 2-425 1-827 2-728

Nottingharmshire

(a) Total accepted

expenditure N/A 13712 12-297 15:660 12779 19-959
(#) Total TSG

actually granted 3-605 1-512 0-660 1-106 0-268 1-023

Source: Local authorities.

Nores

! The ‘submission’ figures supplied by South Glamorgan CC were based on price levels existing 12 months before those
on which the “accepted expenditure’ and the ‘TSG actually granted’ were based. For the presentation in these schedules,
therefore, the *submission’ figures have been inflated using the following series obtained from the Monthly Digest of Statistics.

Nov 75 Nov 76 Nov 77 Nov '78 Nov 79 Neov

144-2 1658 187:4 202-5 2377 2741
# Apart from the figures for South Glamorgan CC which are based upon the level of prices existing the November before

each financial year, all figures are outturn prices.
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TABLE 2 Revenue support to operators (£'000s) at eutturn prices

See notes below 1976-77 1977-78 1978-79 1979-80  1980-81 1981-82
S Glamorgan
(a) Original bid by CCT 2502 250 482 401 473 467
(b) Amount agreed by
dounty 250 250 375 395 473 467

() Amount actually
received by operator

at year end 250 250 337 395 473 467

Amount received from

Cardiff City Countil 330 204 96 568 349 475%
Avon

{a) Original bid by BOC?
(b) Amount agreed by

county 1,000 765 1,100 1,250 1,140 2,350
{c) Amount actually

received by operator

-at year end 850 650 843 1,050 1,260 —
Gloucestershire
{a) Original bid by BOC 500 377 546 493 839 466
(b) Amount agreed by
county 258 285 290 315 279 253

(¢) Amount actually
received by operator

at year end 258 285 290 247 279 253
Wiltshire
(a) Original bid by BOC 254 482 537 338 371 295
(Y Amount agreed by

county 92 247 249 330 307 250

{c) Amount actually
received by operator

at year end 247 253 375 304 400 —
Derbyshire
{a) Original bid by TMT* — 600 579 620 700 600
(b} Amount agreed by
county’® — 450 575 650 667 600

(¢} Amount actually
received by operator

at year end — 450 550 658 672 750
Nottinghamshire
() Original bid by TMT 250 303 350 604 725 606
(b) Amount agreed by
county 250 283-4 27t 306 328 —

{¢) Amount actually
received by operator
at year end 2587 2834 271 306 328 —

Source: Local authorities” TPPs.

* Estimated.

Notes -

! (South Glamorgan CC). Tn 1978-79, the revenue of the undertaking was greater than expected; the estimated eligible defieit
was not reached.

2 (South Glamorgan CC). The ‘original bid' figures represent the amount jointly agreed to be the eligible deficit for the
year in question. Ameunts actually received in 1974-75 and 1975-76 were £1,093,000 and £318,000 from the city council
and zero and £312,000 respectively from South Glamorgan CC.

3(Avon CC). Bristol Omnibus Company does not submit a bid as such but rather provides the county council with forecasts
of expenditure and income in relation to which the council’s revenue support policy and budget can be determined. It
should be noted that until 1979-80 the revenue support paid by the county council was sufficient to enable Bristol Omnibus
Company's operations to break even had it complied with Avon CC's criteria. The deterioration in the company's financial
situation in 1979-%0 prompted the MAP surveys, the purpose of which was to restore the bus company to a position of
financial viability.

+{Derbyshire CC). The figures shown for the ‘original bid" are in most cases, the bids made by the company after negotiations,
often three months after the start of the financial year.

5 {Derbyshire CC). The figures given for ‘support’ were also those which emerged some way into the year and apply only
1o support for those routes regarded as eligible by Derbyshire County Council and excludes any support given by Derby
City Couneil.
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TaBLE 3 WMPTE: revenue support from local authorities

1976-77 1977-78 1978-79  1979-80  1980-8! Total
£000 £000 £000 £600 £000 £600
Revenue support

From West Midlands County
In respect of bus

services! 15,117 11,201 10,325 11,492 13,477 61,612
In respect of rail
services 2,010 3,095 3,921 3,708 4,699 17,433

17,127 14,296 14,246 152002 18,176 79,045

From Staffordshire
In respect of bus
services 206 168 60 233 193 860

17,333 14,464 14,306 15,433 18,369 79,905

Revenue support as %, of

turnover
Total (26-6) (187) (16-6) (16:6) (l6-1) —
Bus 252 16-1 13-4 13-2 13:1 —

Source: WMPTE.

Notes:

* Includes support for integrated bus services (Midland Red, Mid-Warwickshire Motors eic).

21In 1979-80, after allowing for revenue support received from WMCC there was a deficit of £971,000. This deficit was covered
from PTE reserves. These reserves arose from surpluses produced prior to 1974,

4. Table 4 gives details, where available, of concessionary fares payments
made by selected authorities to operators.

TasLe 4 Concessionary fares payments (£°000s) (outturn priées)

Payments to operator 1976-77 1977-78 1978-79 - [979-80 1980-81 [981-82

CCT
1. From South

Glamorgan CC 60 64 73 © 80 30 1125
2. From Cardiff

City Council 714 752 736 745 944 1,030*

BCC

From authorities within
the county of Avon 514 407 494 786 625 —

BOC

From authorities within
Gloucestershire 91 44 84 103 133 —

BOC
From Wiltshire CC Nil Nil Nil Nil Nil Nil

Source: Local authorities.

* Estimate.
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5. Table 5 compares forecast costs and revenues for the operators by county
in which the services operate. ‘Revenue’ includes concessionary fares receipts
from both county and district councils. Outturn revenue for CCT includes
deficit payments from Cardiff City Council. These are set out in the fourth
line of Table 2. It will be seen that in many years BOC’s deficit was not
fully met by revenue support. The provision of revenue support by counties
is now examined in more detail operator by operator.

TABLE 5 Operators’ costs and revenmes (£°000s) (at outturn prices)

See notes below 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82

South Glamorgan

CcCT

(a) Forecast costs 4,940 5,728 6,255 6,762 8,587 9,850

{b) Forecast revenue 4,341 5,228 5,745 6,275 7,069 9,349

{¢) Actual outturn costs 5,268 5,744 6,073 7,239 8,689 9,850

(d) Actual outturn

revenue! 5,268 5,744 6,073 7,239 8,689 9,850

. Avon

BOC

(a) Forecast costs 15,013 13,721 15,335 17,129 20,651 21,060

(b) Forecast revenue 14,007 13,721 15,333 17,291 20,075 19,350

{¢) Actual outturn costs 13,301 14,029 15,301 17,762 22,092 —
(d} Actual outturn

revenue 13,301 13,929 15,301 17,078 18,231 —
Gloucestershire
BOC
(a) Forecast costs 4,121 4,307 4,917 5,252 6,302 5,622
(b) Forecast revenue 3,621 3,930 4,371 4,759 5,463 5,156
(¢) Actual outturn costs 4,091 4,350 4,814 5514 6,246 6,188
(d) Actual outturn
revenue 3,642 3,982 4,326 4,661 5,128 5,167
Wiltshire
BOC )
(a) Forecast costs 1,468 2,066 2,389 2,305 2,578 3,041
{b) Forecast revenue 1,306 1,231 2,099 2,297 2,514 2,990
(¢) Actual outturn costs 1,977 2,144 2,119 2,379 2,779 —
(d) Actual outturn
revenue 2,763 1,925 2,072 2,274 2,567 —
Derbyshire
TMT
(a) Forecast costs 11,243 11,820 12,975 13,728 15,638 16,734
() Forecast revenue 10,009 11,488 12,064 12,820 15,339 16,259

(¢) Actual outturn costs 11,055 12,092 12,417 13,786 15,911 —
(d) Actual outturn

revenue 10,438 11,218 12,305 13,145 15,190 —
Nottinghamshire
T™MT
(@) Forecast costs 3,725 4,100 4,427 4,766 5,926 6,164
(b) Forecast revenue 3,327 3,880 4,045 4,247 5,257 5,535
(¢} Actual outturn costs 3,357 4,054 4,370 5,273 5,718 —
{dy Actual outturn

revenue 3,367 3,698 3,910 4,527 5,031 —

Source: Local authorities.

All counties: "Forecast revenue’ and ‘Actual outturn revenue’ include revenue from all sources, including revenue support and
cancessionary fares scheme payments by county and district councils.

Note:
! Qutturn revenue includes deficit finance from Cardiff City Council to CCT as given in Table 2.
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WMPTE

6. WMCC was asked how it set about identifying the needs of the area
for public transport. It said that its first priority was to underpin the industrial
and commercial base of the West Midlands. Its second priority was to see
that there was available to all who needed it a public transport system to
assist them to enjoy the leisure activities they needed and in some cases had
paid to provide. '

7. The county council as strategic planning authority determined the overall
land use strategy paying attention to the possibilities and pressures of provid-
ing public transport and to the funds available. A five-year rolling programme
for transport was determined after due consideration of the economics and
alternative policies.

CCT

8. Individual route costing statements are prepared for South Glamorgan
CC as a condition of the binding agreement (see paragraph 10.29). South
Glamorgan CC has stated that the monitoring of the effectiveness of an indivi-
dual service is on a financial basis in the first instance. Where services are
performing badly a closer look may well involve examining loadings but to
assign a target load factor may well hide the social value of a service which
is often determined politically.

BOC

9. Table 6 shows the extent to which the revenue support provided by
the counties matched the operating deficit of BOC in the county areas.

TaBLe 6 BOC operating deficit covered by revenue support for each county avea

Avon Gloucestershire Wiltshire

Deficit %, covered Deficit % covered Deficit % covered

£°000 £000 £600
1976-77 850 100 N/A N/A 461 536
1977-78 750 867 437 652 442 572
1978-79 843 100 333 87-1 296 92:9
1979-80 1,734 60-6 668 37:0 403 754
1980-81 5,121 24-6 8950 330 617 648
1981-82 N/A N/A 1,021 247 487* 52-8*

Source: County councils

* Estimates

BOC’s relations over revenue support with each county are now considered
in turn.

Avon County Council

10. Avon CC provides the bulk of BOC’s revenue support. This is provided
on a network basis. In 1976 Avon CC sought to select a basic level of services
in the light of the ‘needs’ identified. The identification of need involved on-bus
interviews to examine current demand and meetings with district and parish
councils to assess needs including those not met by existing services. A com-
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mittee of councillors-was set up to develop a network compatible with the
needs identified. In 1979 Avon CC decided to continue the service reviews
in association with BOC’s MAP exercises. Avon insisted that the consultation
procedures adopted for the basic fabric review should be retained although
it was noted that in urban areas where no parish councils existed consultations
would involve the district councils and all relevant local organisations.

11. Avon CC told the Commission that financial support was given for
a ‘preferred network’ of services, ie a network derived from that initially
devised by BOC as the ‘break-even network’ but restructured as assessed to
be necessary by Avon CC, in order to provide the bus services within the
county for which a need had been shown to exist {but within the financial
constraints). The MAP studies conducted in Avon were paid for by the county
council. When constructing the preferred network the county council did not
employ any target load factors and when deciding frequencies the council
stated that it had regard to what was reasonable for the demand and the
needs of the passengers concerned, rather than to any pre-determined loading
criteria.

12. Given the inter-related network which existed the route costings (on
a CIPFA basis) were not regarded as of general applicability for planning
purposes when considering individual routes. In the light of this no formal
criteria were used to assess the level of revenue support on an individual
route by comparing the on-bus revenue and route costing.

13. BOC told us that Avon CC’s criteria for payment of revenue support
in 1982-83 were as follows:

‘(i) Current network and level of services to be maintained (subject to
agreed changes arising from post implementation reviews) throughout
1982-83 except by specific agreement between the Company and the

. County Council. This agreement may be varied if any material unfore-
seen circumstances jointly identified should arise.

(i) County Council policy in 1982-83 set out in the TPP and PTP with
regard to fares increases to be followed, both in terms of level of in-
crease and timing of increase ; again subject to variation should material
unforeseen circumstances arise which are jointly identified by both
parties

(ili) The Company to pursue economies including those identified in the
MAP studies, such as

(a) the implementation of double-deck vehicles on routes currently oper-
ated by saloons at a higher frequency than intended under the MAP
recommendations;

(b) the further co-ordination of City and County services, but the Com-
pany also to seek out new bus traffic and improve services wherever
this will make a financial contribution to the network;

(iv) The Company to review jointly with the County Council appropriate
findings of the Monopolies and Mergers Commission.

(v) The current monitoring exercise in respect of running, capacity and
complaints to be formalised and continued on a regular basis.’
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14. For 1982-83 Avon CC has set an upper limit on revenue support to
BOC of £2-84 million (November 1981 prices} excluding budgeted expenditure
for the ‘Avonfare’ experiment (see paragraph 8.130). BOC estimates that this
level of revenue support will give rise to a net deficit of £1-£1-5 million in
1982-83.

Gloucestershire County Council

15. The council paid revenue support annually in the past, without meeting
the full deficit. Support was for the network. The council hoped that this
would provide a spur to efficiency. BOC did not react to this in terms of
significant cuts in services until the MAP procedures were introduced.

16. Policy post-MAP is for ‘viable networks and additional services bought
back’. Policy is not to support urban routes in Cheltenham and Gloucester
since these are thought to be able to make a profit or at least break even.
However, they do make a loss; of BOC’s total deficit in Gloucestershire in
1980-81 of £890,000, urban routes accounted for £236,000. Cheltenham Dis-
trict Council has now agreed to make available in 1982-83 a sum of £45,000
to be spent on public transport, although as yet there are no identified objec-
tives or schemes towards which the money may be put. Having identified
needs for the retention of particular services not met by the break-even net-
work by consultation with district and parish councils, the county council
aims to satisfy these needs either by buy-back from BOC or by the introduction
of an independent operator. Selection of the operator is generally by negotia-
tion.

17. For the satisfaction of need unconventional modes of transport are
also considered, where stage carriage services do not meet travel needs w1thm
what is seen as an acceptable level of financial support.

18. Whilst Gloucestershire CC employs no formal criteria for assessing the
performance of individual routes, those where the revenue cost ratio falls
below 50 per cent are examined. Many services which cover less than 50
per cent of costs are supported in the light of the needs they meet.

19. A separate agreement exists with Gloucester City Council in respect
of urban services in Gloucester City (see paragraph 10.38). The costing basis
used for this agreement, prior to its renegotiation in 1980, was different to
the CIPFA basis employed in the rest of BOC. On a CIPFA costing basis
the Gloucester City services generated losses of £183,000 in 1979-80. On the
costing basis of the agreement BOC paid Gloucester City Council a half share
of ‘profits’ equal to £65,000 in 1979-80. The total loss to BOC on a CIPFA
basis on these services given the payment of these ‘profits’ was therefore
£248,000 in 1979-80. A similar calculation for the years 1977-78 and 1978-79
gives total ‘losses’ of £160,000 and £220,000 respectively. Changes to the Glou-
cester City services were made in 1981 and the Gloucester City MAP proposals
were introduced in January 1982. During the period January-November 1981
BOC incurred losses of £251,000 on the Gloucester City services and on aver-
age revenue was 79-8 per cent of costs during this period.

438



Wiltshire County Council

20. Wiltshire CC first defines a ‘Basic Network’, ie one which comprises
those services which will continue for the foreseeable future. MAP was the
starting point and Wiltshire contributed to its cost. There is no formal agree-
ment with BOC concerning BOC’s part of the basic network other than an
annual exchange of letters in which the council indicates the revenue support
it is willing to pay. BOC is then at liberty to decline and submit economy
proposals.

21. Once the basic network is defined, local groups, called ‘Parish Groups’,
are expected to ‘identify the areas of residual need left unsatisfied’, and the
council then takes shopping lists to each district council for approval in the
light of the recommendations of the parish groups. District councils may then
choose to subsidise certain services jointly with the county council. In this
way Wiltshire CC constructs its ‘Supplementary Network’. Services in this
network are obtained either by buying back the bus services from the existing
operator, by inviting a new operator, or by meeting the need in a less orthodox
way.

22. Wiltshire CC says that though ‘it is probable that a hard core of basic
services’ will eventually be reached, the basic network is diminishing and being
gradually replaced by the supplementary network. It regards it as a matter
for BOC to state whether the basic network can be provided within the stated
level of revenue support.

23. Bought back services are primarily assessed on an expectation that the
operating ratio will be at least 50 per cent. After an initial experimental period
services are unlikely to remain unaltered unless this criteria is satisfied.

™T

24. Table 7 shows details of revenue support and subvention payments
made to TMT by Derbyshire, Nottinghamshire and other authorities.

Derbyshire County Council

25. Derbyshire CC gives revenue support on a network basis. Derbyshire
CC’s aim is to promote a co-ordinated and efficient system of public passenger
transport to meet the country’s needs, in accordance with the requirements
of the Transport Act 1978. The overall objective is to ensure that a basic
level of mobility is maintained for people without access to their own personal
transport and to avoid hardship that would arise from undue lack of public
transport facilities.

26. The county council considers that requisite provision of school trans-
port is an integral element of public transport. Meanwhile it is pledged to
support the promotion of community transport where local needs cannot ade-
quately be met by normal stage carriage and allied facilities. The provision
of special works transport is encouraged but only in circumstances in which
associated demand cannot be readily accommodated by the stage carriage

439



TABLE 7

Authority 1976-77 1977--78 1978-79 1979-80 1980-81
£ £ £ £ £

(1) Revenue support
Derbyshire 417,998 450,000 490,284 536,970 409,367
Nottinghamshire 258,710 283,458 272,037 306,000 328,000
Leicestershire 136,350 159,868 90,404 106,994 78,000
Staffordshire 40,000 27,000 35,000 53,000 27,000
Peak Park 508 — 280 9,529 14,640

853,566 920,326 888,005 1,012,493 857,007

(i) Subvention

Derby City — — — 96,018 262,938
Derbyshire — — -— 163,698 288,472
Greater Manchester 11,277 4,798 6,217 3,644 991
South Yorkshire 8,592 1,920 9,516 10,900 19,100

19,869 6,718 15,733 274,260 571,501

Total (Revenue
support and
subvention) 873,435 927,004 902,738 1,286,753 1,423,508

Source: TMT

Notes:
{1) Revenue support is classed as financial payments rendered by local authorities to sustain continued operation of loss-making
services {or journeys on services) which are considered by those local authorities to be socially necessary. Certain services
such as works services are not eligible.

{2) Subvention is classed as financial payments made as a result of agreements whereby, in broad terms, TMT complies
with specified service levels and fares/conditions in return for cost-reimbursement of relevant operation.

- service network. Derbyshire CC also claims to ensure an adequate level of
service during summer weekends to and from the Peak Park, in accordance
with the requirements and provisions of the Peak Park Joint Planning Board.

27. The council has carried out a rural passenger transport study. This
specifies a set of guidelines for appropriate minimum levels of service in rural
communities. A corresponding urban study will be carried out when needed.
This will relate mainly to the urban areas of Chesterfield and Derby where
the county council to a large extent responds to the needs of the district
councils for advice and assistance. In Derby the city council and Trent are
establishing a joint exercise to look at schools and works services.

28. Derbyshire County Council considers that cross-subsidisation is a by-
product of policies and not a policy in itself. The county council’s policy
is to maximise the scale of service that can be provided for the amount of
money that is available and it is fully aware of the costs and revenues on
each route and it therefore accepts the extent of cross-subsidisation which
results.

Nottinghamshire County Council

29. Nottinghamshire CC sets out its policy towards providing public trans-
port to meet the needs of the county in its PTP for 1982-87, as follows:
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‘In consideration of the social needs of those dependent on public transport
the County Council takes the view that in all communities a reasonable
level of service should be provided to enable people to reach conveniently:

(a) major centres of employment and schools;
(b) local shopping and administrative centres;
(¢) health and pharmaceutical facilities;
(d) evening entertainment centres;

and for rural areas it is the general intention:

(a) to provide access to the main local employment centre on a daily
basis;

(h) to provide access to shopping facilities on at least one day each week ;
{(¢) to provide access to medical facilities;

(d) to provide access to the main local centres providing recreational
facilities on at least one evening each week.’

The council will also financially assist the early extension of selected services
into major new developments.

30. When there is a question of providing revenue support, the county
council believes that each service should be assessed in a way relevant to
the local circumstances, taking into account:

(a) the number of passengers involved;

(b) the cost of providing the service, it being necessary to determine the
cheapest way of providing a service, which would include considering
unconventional services and volunteer drivers;

(¢) the journey purpose, with work and school journeys the most important,
followed by shopping, business and health trips, with leisure trips being
the least important ;

(d) the type of area and location of facilities;

(e) the subsidy per passenger, as an indicator of value for money.

31. Nottinghamshire also sets out in the PTP for 1982-87 its detailed ideal
and accepted accessibility standards for both urban and rural areas. In the
present financial circumstances these vary from a maximum walk to a bus
stop of 200 metres in urban areas to 1,600 metres in rural areas.
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APPENDIX 131
(referred to in paragraph 13.39)

Relationship between cost and the socio-geographic environment

Introduction

1. It is well known that a number of socio-geographic factors influence
the cost structure of a bus company. The relationship between these factors
and cost is a complex one and not well understood in detail. The difficulty
of understanding the nature of the relationship is enhanced by the variation
of the socio-geographic environment within a single undertaking. Some in-
sights can be gained by making a number of simplifying assumptions. In
this appendix we outline the formulation of a simulation model based on
a simple uniform grid bus network. This is a simplification with respect to
many real networks where there may be an emphasis on radial routes.

Basic concept

2. The CIPFA code provides a procedure for allocating the total costs of
bus operations into variable, semi-variable and fixed costs, each sub-divided
by a second allocation depending on the way the costs are incurred, ie by
time, distance or peak vehicle requirements. Table 13.6 in Chapter 13 sets
out these cost categories. From this CIPFA allocation it is possible to deter-
mine for the bus undertakings the following unit costs.

—Unit cost of crew, plus servicing, plus maintenance, plus administration
per bus hour—we shall call this Uh.

—Unit cost of fuel, plus tyres, plus insurance claims etc per bus mile—we
shall call this Um.

—Unit cost of licenses, plus insurance, plus depreciation, plus garaging
costs etc per peak vehicle per year—we shall call this Up.

3. If for any given network we can determine the number of hours, miles
and PVR necessary to provide a given service level, then the total operating
cost can be estimated as follows:

Total cost/year = Number of bus hours/year x Uh
+ Number of bus miles/year x Um
+ Peak vehicle number x Up.

The basic simplifying assumption is that the unit costs Uh, Um and Up
will not vary significantly between operators and that bus hours, bus miles
and PVR will be determined by the service level and the socio-geographic
factors. The formulation which follows suggests how these factors will be
related for a simple uniform grid bus network.
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Definition of service level

4. The two attributes of service which are most directly controllable by

management are:

(@) Accessibility, which we shall define as the maximum distance of any

member of the population from a bus route; and

(b) Frequency, which we shall define as the number of buses per hour pass-

ing any point on the route in a given direction.

This definition of accessibility is slightly different from that commonly used
in the bus industry which is related to the average time for a member of

the population to get to a bus route.

Notation

5. The following notation is used.

Bm — Operational bus miles per day

Rm — Number of network route miles

Bh — Number of bus hours operated per day

A — Area of uniform grid in square miles

L Length of side of the uniform grid area in miles

f Average service frequency in buses/hour

a Maximum distance of any person from a bus route in miles

D Duration of the service day in hours

h Duration of morning and evening peak in hours

r Ratio of patronage rates peak to off-peak

p Ratio of passenger flow in maximum to minimum direction

Np Peak vehicle requirement

C Average passenger capacity per bus

t Average trip length per passenger

v Ratio of non-car users to car users in the population

Z Population density in people/square mile

P Total patronage per day

Gn Average number of public transport trips/day/non-car user under
reference conditions

Gce Average number of public transport trips/day/car user under
reference conditions

S Average speed per bus in miles/hour

Uh Unit cost per bus hour (defined previously)

Um Unit cost per bus mile (defined previously)

Up Unit cost per peak bus per year (defined previously)

Efn Frequency elasticity for non-car users

Ean Access elasticity for non-car users

Ern Fares elasticity for non-car users

Efc Frequency elasticity for car users

Eac Access elasticity for car users

Erc Fares elasticity for car users

R Fare rate/mile

T — Total cost/year
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Formulation

6. Consider a uniform grid bus network as in Figure 1, consisting of a
number of linear bus routes. Assume that the buses make journeys to and
fro with the same average frequency, travelling at the same constant speed,
during the whole of the working day. Assume also that the population density
is uniform with homogenous travel patterns. In using the model we shall use
averaged data for the parameters which will approximate the uniformity
assumption, but the model will not in this respect represent accurately the
variations in travel patterns and population density of a real bus undertaking.

Derivation of scheduled bus miles per day
7. For the uniform grid assumed, the network miles necessary to provide
an accessibility ‘a’ is given by:

Network miles = Number of routes x Average length of route

Rm=(2x}—)xL
2a

A

a

.Rm =

But the average frequency f is given by:
Bus miles operated

Average frequency = — -
Average round trip miles x length of service day

F o Bm’
2x Rm x D
...... (ii)
and substituting for Rm from (i) gives
r |
I Bm=2xfo><D |
I a |
L ]
...... (iii)



The uniform grid bus network illustrating the linear routes and definition of accessibility

FIGURE |

i — e o b ———— — 4 F——— -
i _
| “
_ _
| |
| _
| |
N | A B IS SR N IR § IS | I
Faasiaatniin & mleniesdentes BN il B ol sk -t -——— p————t—rN-q
i |
| |
[ |
! |
| _
| - |
Tllllll...uﬂhnu F——~—T——= E———h i © oh—rs

b B i o 1
” o _
_ “
|

'

| | |
_ b
t i
| _
| P N M — p—— — IR § SN [ SN U G P |
"I. llllllll ——— e ] e e e e -——— P———y—1rN T
| |
| "
m "
I i
] |
| |
[ [ S [ S I S |

Network miles 2= No. of routes x Length of route.

445



Derivation of bus hours run per day
Total distance travelled
Total time taken

8. Now average bus speed =

g — Bm
Bh
Bh = Bm
S
and substituting Bm from (iii) gives:
Bh — 2xfxAxD
a.$S

Derivation of peak vehicle requirements

9. The derivation of the peak vehicle requirement for our simple grid
network requires two stages of estimation, first the estimation of total daily
patronage, and secondly the estimation of peak patronage rate during the
day from which PVR is estimated.

(a) Estimation of patronage
If Gn and Ggc are the average number of trips per day for non-car
owners and car owners respectively under the reference conditions of
frequency f’, accessibility a’, and fare level R’, then the daily total
patronage will be given by:

v
Daily patronage = Total population « [ Gn + ! . Gc]
14+V 1+ V

P = Z.A[——V——.Gn-f——1~—~.Gc]
(1+V) a1+V)

And the patronage under the assumed conditions of fares ‘R’, frequency
‘f”, and accessibility ‘a’ will be given by:

( A\Y ) .Gn<i) Efn ] (a) -Ean i (B_) ~Ern
1+V f a’ R’
P = ZA.
Efc - Eac - Ere
IR
1+V f \a’ R’
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(b) Estimation of peak directional rate of passenger flow
We shall assume the simple two peak symmetric profile of patronage
rate shown in Figure 2. The proportion of total passengers travelling
in the two peaks is given by the ratio of the area under the peak to
the area under the total profile, which is:

2(r. h)
D.14+2.h(-1)

Hence the average peak hourly rate is:
_ P \: 2(r. h) ]
2h [ DA+ 2h(r-1)

And if the flow is asymmetric, the average hourly peak rate in the maxi-
mum direction of flow is given by:

_3[ 2.(c.h) ] p
"D+ 2me-nl @+

...... {(viy)
(c) Estimation of PVR
The maximum number of vehicles needed is given by:
Peak vehicle requirement =
Max no of passengers travelling at any time
Average vehicle capacity
= Max Patronage r?te_ x Average occupancy time
Capacity per vehicle
_ Max patronage rate o Average trip length
Capacity per vehicle Average vehicle speed
...... (viii)

Now since we have assumed round trips, in the event of any assymetry
of flow buses will be relatively full in one direction and empty in the other,
with the same number of buses in each direction. From the standpoint of
capacity the number of buses required is the same as if the peak directional
flow occurred in both directions simultaneously. Thus the effective peak hourly
patronage rate is twice the rate in the maximum flow direction. Thus the
peak vehicle requirement can be estimated by substituting (vii) in (viii) above,

to give:
_ P [ 2.(r.h) ] 2.p t
2h [D+2h(er-1] p+1 C.S

Np
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FIGURE 2 Profile of patronage rates through the day
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Derivation of total annual cost

10. The total annual cost for the simple grid network bus service can be
estimated from equations (iii), (iv) and (ix) as:

T = 365 .Bm.Um + 365.Bh. Uh + Np. Up

and the cost per mile also estimated by:

Bh Np .U
Cost per mile = Um + . Uh + ~p e VP
Bm 365+ Bm
T ym.URh, NeUp
365 « Bm S 365 « Bm

which can be evaluated by direct substitution of parameter values to provide
an indication of how the cost per mile may be expected to change with varia-
tions in the values of the socio-geographic factors.

Normalisation of costs per mile to a standard environment

11. Equation (x) can be used to estimate the expected operational cost for
any undertaking if it operated in some other socio-geographic environment.

12. If Cm, Ch and Cp are the components of total cost per mile associated
with costs incurred through distance, time and PVR respectively with
unprimed variables representing the actual working socio-geographic environ-
ment and primed variables representing a standard environment then the
following adjustments allow an estimate of cost per mile to be made for the
standard environment:

Cm’ = Cm
S
Ch = Ch.—
SI
Cp = Cp. Np
Np

and T = Cm" + Ch" + Cp’

The value of NP and NP’ being estimated from (ix). Since we need the
ratio Np/Np’ we need only evaluate (ix) for those parameters that change.
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13. Figures 3-7 illustrate how cost/mile for a bus undertaking would be
expected to vary with:

-—average speed

—population density

—peak to off-peak ratio

—net directional balance of passenger flow
—average frequency

It should be noted that cost per mile increases with population density
because of the higher fixed costs associated with increased PVR but reduces
with increase in average frequency because of the higher utilisation of the
bus fleet off-peak.

FIGURE 3  Variation of cost/mile with average speed for a simple uniform grid with constant service
level
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FIGURE 4 Variation of cost/mile with population density for a simple uniform grid with constant
service level
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FiGURE 5 Variation of cost/mile with balance of passenger flow at peak with constant average
service level for a simple uniform grid
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FIGURE 6 Variation of cost/mile with variations in peak to off peak passenger flow at constant
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Figure 7 Variation of cost/mile with service frequency for a simple uniform grid, all other factors
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14. Table 1 shows the parameter values used to generate the data for the
figures discussed above. The elasticity estimates were obtained from the TRRL
report “The Demand for Public Transport’.

TABLE | Parameter values used for model demonstration

Area—900 sq miles

Length of service day—12 hours

Average speed—14-7 miles/hour

Average bus capacity—35

Average trip length—6 miles

Duration of peak—1 hour

Ratio of peak to off-peak—1+5 : 1

Ratio of flow in peak direction—1-5 : 1
Trips per day non-car users—0-8 trips/day
Trips per day car users —0-3 trips/day
Effectsve population density—400 per sq mile
Ratio of non-car users—4 : 1

Frequency elasticity for non-car users—40+5

Frequency elasticity for car user —+1-7
Accessibility elasticity for non-car users——0-1
Accessibility elasticity for car owners ——0-3

Um—-£06-11/mile
Uh —£10-20/hour
Up —£11,000/bus/year
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