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APPENDIX 11.1 

Constraints in the absence of head-to-head competition 

1. In this appendix we assess the evidence on the constraints that act on local bus 
operators when they do not face head-to-head competition. 

2. Economic theory suggests that a firm will set the price of its products so as to 
maximize its profits. In the absence of new entry by other firms the profit maximizing 
price will depend on how customers react to prices. Firms will maximize their profits 
by pricing at the point where customers start to switch away in large numbers. At this 
price point further price rises are not profitable because customers start switching 
away in greater numbers. Consequently, when observing the elasticity of demand 
faced by a monopolist, we would normally expect to see an elasticity of demand 
greater than –1.1 

3. However, the available estimates of price elasticities of demand faced by bus 
operators that do not face head-to-head competition do not appear to follow this 
pattern. Specifically, in paragraphs 7.17, 7.26 and 7.28 we noted that the estimates 
of the market price elasticity of demand for local bus operators are very low and in 
most cases are lower in magnitude than –1. In particular, the CC survey provided a 
direct estimate of the elasticity of demand faced by operators on corridors that faced 
no head-to-head competition from other operators. On these corridors we would 
expect operators to set higher fares to maximize their profits and consequently we 
would expect to find higher elasticities of demand. However, we found that the 
elasticity of demand faced by operators on non-competitive corridors was also less 
than –1 in magnitude.2 

4. These estimates suggest that a monopolist of local bus services could profitably raise 
fares (or increase its margins in another way such as cutting services) above existing 
levels. We would expect bus operators over time to adjust fares if it would be a 
profitable long-term strategy to do so, and consequently this suggests that bus 
operators which do not face head-to-head competition are constrained in their 
behaviour in some way by other factors. 

5. There are a number of candidate explanations for this apparent inconsistency. These 
candidate explanations are as follows and we discuss each of them in turn below: 

• bus operators’ pricing and output decisions are more complex than the single 
product monopolist case set out in theory; 

• the long-run elasticity of demand is higher than the short-run estimates; 

• bus operators moderate their prices to a level below the monopoly price because 
of the threat that other operators might begin supplying directly-competing 
services; 

 
 
1 This is sometimes referred to as the Lerner condition. A single product monopolist will maximize its profits by setting a price 
which satisfies the following equation: 

𝑃 − 𝑐
𝑃

=
−1
𝜀

 

where P is price, c is the marginal cost faced by the firm and ε is the elasticity of demand faced by the firm. Because a firm’s 
costs cannot be lower than zero, and consequently the Lerner index (ie the first term (P–c)/P) cannot be greater than 1, the 
elasticity of demand faced by the firm cannot be smaller in magnitude than –1 for a profit-maximizing single product monopolist. 
2 www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/survey_final_report_221210_for_publication.pdf, 
Table 13.4. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/survey_final_report_221210_for_publication.pdf�
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• bus operators moderate their prices because of the effects of adverse publicity; 
and 

• bus operators moderate their fares because of their need to maintain good 
relations with local transport authorities and other local stakeholders. 

6. A number of candidate explanations for the very low demand elasticities that we 
observe were put forward by the operators. Arriva said that the CC’s finding that local 
bus operators do not behave in the manner of unconstrained monopolists or 
oligopolists was difficult to square with its finding that local bus operators are not 
constrained by the private car. Stagecoach said that it was not a profitable long-term 
strategy to raise prices because of potential competition and the threat of switching to 
the car. FirstGroup said that the CC had significantly underestimated the effective 
constraint posed by competition. Go-Ahead said that operators’ prices and 
frequencies in highly concentrated areas were nonetheless constrained due to the 
threat of potential competition and new entry. National Express said that the most 
obvious explanations were that multi modal competition acted as a binding constraint 
on local bus operators even in the absence of head-to-head competition; the risk of 
losing passengers in the long term posed a significant constraint and that barriers to 
entry and expansion were low which meant that bus operators were constrained by 
the constraint threat of entry and expansion by rival operators. 

Bus operators’ pricing and output decisions are more complex than the single 
product monopolist case set out in theory 

7. It is important to note that the ‘Lerner condition’, set out in the footnote to paragraph 
2, rests on a number of assumptions. One of these assumptions is that the firm in 
question supplies a single product. However, where a monopolist produces two or 
more complementary products, it will maximize its overall profits by setting prices at a 
lower level than a monopolist of a single product.3 We discuss in paragraphs 8.54 
and 8.55 that bus services can be characterized by within-route and between-route 
network effects. Bus services can therefore be considered complements. For 
example, operators may find it profitable overall to run an evening service, which is 
not profitable in its own right, because the possibility of a return service late at night 
will increase demand at other times of the day. 

8. The evidence in Section 5 (paragraphs 5.53 to 5.62) shows that a substantial propor-
tion of revenue and trips is accounted for by non-single tickets and that a substantial 
proportion of passengers make at least two trips per day as they buy return or 
season tickets. The evidence also suggests that a smaller but still significant propor-
tion of customers use more than one route in a network. This evidence suggests that 
network effects are an important factor in the supply of local bus services although 
the extent of network effects may vary by local area. 

9. Bus operators often choose simple fare structures rather than adopting complex 
pricing reflecting different circumstances on different routes. However, this would not 
explain why average fares were not set so as to increase profits where possible.  

 
 
3 This is sometimes referred to as the ‘Cournot effect’ and the converse is sometimes referred to as ‘double marginalization’. 
Where products A and B are complements, then a decrease in the price of A will affect increase sales both of product A and of 
its complementary product B. Where one firm supplies both products together, it will take these externalities into account and 
set lower prices than would be the case with two separate firms. 
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The long-run elasticity of demand is higher than short-run estimates 

10. A number of the parties said that demand for bus services may be more responsive 
to fares in the longer term and it was the longer-term response that would determine 
their profitability. For example, National Express told us that it took time for changes 
in fares (and changes to other parameters of competition) to impact on passenger 
numbers in full.4 It was also the long-run impact of fare changes (and changes to 
other parameters of competition) that was important to the profitability and long-term 
viability of a bus operator, and the key factor taken into account in National Express’s 
strategic planning. 

11. As set out in paragraph 6 a number of the operators said that substitution to the 
private car was a constraint on their behaviour. Substitution to the car, other 
alternative methods of travel and customers choosing not to travel at all will all be 
reflected in the elasticity of demand; which measures the cumulative impact of 
substitution to all alternatives. 

12. We discuss this issue in detail in paragraphs 7.29 to 7.32 and Appendix 5.2. Many of 
the elasticity estimates reported in existing studies of demand for local bus services 
as ‘short run’ refer in fact to periods of more than a year. We also cover substitution 
to the private car in particular in paragraphs 7.42 to 7.51. 

13. The econometric demand study commissioned by the CC exploits variation in prices 
and other characteristics of travel options across individuals. This may be contrasted 
with time series approaches which exploit variation in fares and other characteristics 
over time. The estimates provided by the demand study are ‘short run’ in the sense 
that they treat an individual’s car ownership, residential address and job location as 
fixed. 

14. A ‘long-run’ estimate would therefore include any additional substitution that would 
occur if individuals move house, change jobs or purchase a car in response to an 
increase in the cost of travel by bus. We would expect instances of individuals choos-
ing to move house, change job location or purchase a car in response to a small but 
significant increase in bus fares to be rare and as such we consider that the 
econometric demand study provides an accurate indication of longer-term 
substitution and that it is unlikely that the elasticity estimates presented in the 
econometric demand study materially understate the elasticity of demand in the 
longer term.5 

15. In addition to this, as discussed in paragraph 7.17 the available long-run estimates of 
the elasticity of demand are also low. 

16. Because of this, we do not consider that additional long-run substitution to other 
modes of transport, including the private car, acts as a significant constraint on 
incumbent bus operators that do not face head-to-head competition from another 
operator. Therefore substitution to other modes in the longer term does not explain 
why operators do not increase fares to a level that would satisfy the ‘Lerner’ equation 
set out in 1. 

 
 
4 National Express’s submission of 4 March 2010, paragraph 2.4. 
5 See also Appendix 6.1, paragraph 29. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/national_express_group_plc.pdf�
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Bus operators moderate their prices to a level below the monopoly price 
because of the threat that other operators might supply directly competing 
services 

17. Another implicit assumption that underpins the ‘Lerner condition’ set out in paragraph 
1 is that the firm is a monopolist and that raising prices, at least to the point where its 
profits are maximized, will not result in new firms entering the market. The firm can 
then raise prices to the ‘monopolist’s profit maximising price’. At this higher price 
point further price rises are not profitable because customers start switching away 
from local bus services in greater numbers. 

18. However, it is possible that, before this point is reached, other firms might react to 
increased prices and enter into head-to-head competition. If this is the case then the 
profit-maximizing strategy for the incumbent operators is to increase fares or reduce 
services by a lesser degree so as to avoid triggering entry. The extent to which the 
firm can exploit its monopoly in this case is therefore determined by barriers to entry 
rather than customer substitution. 

19. We set out why bus operators might moderate their prices in advance of entry 
because of the threat that other operators might begin supplying directly-competing 
services in paragraphs 8.106 to 8.152. As set out in that section, there is some 
evidence that incumbent operators take actions in advance of entry in certain circum-
stances. However, the degree to which potential entrants, or potential competitors, 
impose a competitive constraint on incumbent operators depends on a number of 
factors and consequently the constraint imposed is variable.  

20. We discuss barriers to entry in Section 9. We find that barriers to entry and 
expansion exist and that the size of the barriers we have found can vary. We also 
find that some barriers to entry and expansion apply to some extent in every area. 
However, the barriers to entry we have found are not insurmountable and entry may 
still occur where an opportunity, sufficiently profitable to overcome the barriers, 
presents itself.6 

21. This is supported by the available evidence on the overall scale of barriers to entry. 
In particular our performance concentration analysis at the route level showed that 
frequency was, on average, 12 to 15 per cent lower where there was one fewer 
competitor on a route. Our profitability analysis showed that across the reference 
area the Large Operators made profits in excess of their cost of capital of 
approximately £70 million which represents 2.8 per cent of total revenue. Together 
these sources of evidence suggest that barriers to entry are material but not 
insurmountable. 

22. As set out in paragraphs 11.9 to 11.18 and 11.25, we find that head-to-head 
competition is a significantly more effective constraint than potential competition and 
new entry. However, the evidence suggests that attempts by incumbent operators, 
that do not face head-to-head competition, to increase fares and reduce service to 
the point where customers start switching away from the local bus in greater 
numbers could result in entry by a potential competitor or new entrant. The situation 
described in paragraph 18 would therefore appear to apply to some extent in the 
local bus industry. 

23. Where an operator does not face head-to-head competition, potential competition 
and new entry will represent the next best constraint. The strength of potential 

 
 
6 See paragraphs 6.74 to 6.104. 



A11(1)-5 

competition and new entry will therefore affect the extent to which an incumbent 
operator, that does not face head-to-head competition, can increase its fares and/or 
reduce its service without triggering entry. However, we note in paragraphs 8.162 to 
8.165 that the constraint from potential competition and new entry can vary between 
local areas. In particular, these constraints will be weak where there are no potential 
competitors nearby, and where barriers to entry are high. Such a constraint will be 
reduced or eliminated where operators engage in geographic segregation.  

Bus operators moderate their prices because of the effects of adverse 
publicity 

24. Some bus operators told us that their fare-setting behaviour was constrained by 
perception issues, as fare increases tended to generate adverse publicity. We found 
some examples of operators monitoring local media reaction to their fares policy (and 
other aspects of their offering). However, the negative effect of adverse publicity on 
an operator’s performance would be likely to manifest itself as passengers switching 
away from the bus and therefore this does not seem to be a separate effect over and 
above the responses to fare changes which we have already considered as reflected 
in changes in bus use. 

25. Local bus operators might attract adverse publicity if their fares are seen to be out of 
line with their ticket prices in other, more competitive, areas, or out of line with rivals’ 
ticket prices in the same or other areas. We saw no evidence that this was an 
important factor influencing operator behaviour in our review of internal documents. 

Bus operators moderate their fares because of their need to maintain good 
relations with local transport authorities and other local stakeholders 

26. There are a number of reasons why it is important for an incumbent operator to main-
tain good relations with the LTAs in the areas in which it operates. LTAs have control 
over a number of factors that can have significant effects on a bus operator’s cost of 
operating and the demand for its services. For example, LTAs can institute bus-
favouring measures such as bus lanes, in many areas they control the level of 
parking charges and they also pay directly for supported services and operate con-
cessionary fare reimbursement schemes. Consequently, the profitability of a local 
bus operator could depend to a relatively large degree on the actions of the LTA. 

27. We observe some evidence that the operational behaviour of non-municipal local bus 
operators is affected by their relationship with the LTA. The examples we have seen 
of local bus operators improving their service because of their relationship with the 
LTA are set out in paragraph 6.47. We observed several examples of operators 
upgrading their fleets and also examples of improvements in service delivery. 
However, we have not seen examples of operators moderating their fares because of 
direct pressure from an LTA or in order to maintain good relations with an LTA. 
Municipal bus operators often have service objectives which do not emphasize 
profitability and may include some degree of restraint on fares. 

28. We also saw examples of operators taking steps on specific services, at a local level, 
in response to customer feedback or customer satisfaction surveys. Examples 
included changes in frequency to improve punctuality or reliability of a particular 
service, or changes to the routing of a service. Other measures included: increasing 
vehicle capacity on the route; measures to improve information provision on bus and 
at bus stops; measures to improve cleanliness standards; alterations to driver 
training; measures to improve safety and security; and changes to ticket types or 
fares. 



A11(1)-6 

The implications of other constraints for our analysis 

29. In summary, there is no single explanation for the low elasticity of demand for local 
bus services. In practice, there are a number of reasons why bus operators, that do 
not face head-to-head competition, might find it profitable to set prices at a lower 
level than would be suggested by the simple economic theory outlined in 
paragraph 2. 

30. The evidence suggests that some of these reasons are a larger part of that explan-
ation than others. In particular, such evidence as we have seen does not point to 
long-run substitution to other modes of transport (including the private car) or the 
prospect of adverse publicity as being major contributors to this effect.  

31. The evidence suggests that, where operators do not face head-to-head competition, 
the extent to which they can increase their profits by raising fares of cutting service 
levels may be limited by the following factors in combination: 

(a) We found that network effects apply to some extent to most operators’ services 
but that the strength of network effects will also vary to some extent across routes 
and Urban Areas (see paragraphs 7 to 9).  

(b) We found evidence that the threat of entry can act as a constraint on operators 
that do not face head-to-head competition (see paragraphs 17 to 23).  

(c) There is also some evidence that certain aspects of operator behaviour, such as 
levels of service, are affected by operators’ relationship with the LTA (see 
paragraphs 26 to 28).  

32. Having found that there are additional constraints on operators’ behaviour in addition 
to head-to-head competition, it is important to take this into account when assessing 
the effects of competition on the supply of local bus services, and in particular when 
considering the effects on consumers. It would clearly be inappropriate to base our 
finding exclusively on simple models of competition, as set out in paragraph 2, and 
infer from high levels of concentration that passengers are harmed. 

33. It is for this reason that we focus instead on empirical observation of the effect of 
competition on market outcomes in practice, with all of the constraints on operators’ 
behaviour taken into account. We base our assessments of customer detriment (see 
paragraphs 14.23 to 14.40) on the empirical evidence of outcomes provided by the 
profitability analysis and the performance concentration analysis. 

34. The available empirical evidence shows that notwithstanding the constraints listed in 
paragraph 31, operators that do not face head-to-head competition, can still exploit 
their position to some extent. For example, the profitability analysis set out in section 
10 shows that, notwithstanding other constraints on their behaviour, Large Operators 
are able to make profits in excess of their cost of capital. Our performance-
concentration analysis set out in Appendix 7.1 shows that, taking into account other 
constraints on their behaviour, local bus operators are able to reduce the frequency 
of their services where they face fewer competitors. The constraints listed in 
paragraph 31 therefore limit, but do not eradicate, the detriment to consumers as a 
result of restrictions in head-to-head competition. 
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APPENDIX 11.2 

Assessment of the extent to which rail and tram services 
overlap with local bus services 

Introduction 

1. In our report we acknowledged the possibility that, under certain circumstances, 
some fixed modes of transport, such as rail and tram services, might provide a viable 
alternative for users of local bus services, see paragraphs 7.62 and 7.63. 

2. In this appendix, we set out a method whereby we filter out those local bus services 
where there is little prospect of an overlap with a rail or tram service. We use 
Traveline data on the location of local bus, rail and tram1

3. The set of remaining local bus routes (overlapped routes) will contain three separate 
groups of routes, some of which will face effective competition and some of which will 
not face effective competition: 

 services to identify local bus 
routes where there is little prospect that a rail or tram service offers a service on a 
material proportion of the passenger flows served by that route. These routes are 
classified as ‘not constrained by rail or tram’. 

(a) First, our data does not allow us to observe individual passenger journeys with 
precision. As a result, we can only indentify some of the routes that do not face 
an effective constraint from rail or tram services (see paragraphs 5 and 6). The 
set of ‘overlapped’ routes will therefore include some routes that do not face 
effective competition but which we cannot identify because of measurement 
problems. 

(b) Second, our analysis does not assess the other characteristics of rail or tram 
services, namely frequencies, timetable and journey speed. The set of ‘over-
lapped’ routes will therefore include routes which do not face effective compe-
tition from rail or tram because the rail or tram service has higher fares, operates 
a different timetable or does not provide a comparable journey time. 

(c) The remaining bus routes in the ‘overlapped’ category will face a rail or tram 
service which provides an alternative for a significant proportion of the flows 
served by the bus route, with a sufficiently similar fare, timetable and journey time 
to provide an effective competitive constraint. 

4. We find that ‘overlaps’ with rail and tram services are relatively rare and only a small 
proportion of local bus routes in the reference area can be classified as having a rail 
or tram overlap. We find that of the 17,976 routes in the reference area, only 3,513 
(19.5 per cent of routes, representing 27 per cent of services) has a rail or tram 
overlap. The remaining 14,463 routes in the reference area can be identified as ‘not 
constrained by rail or tram’. 

 
 
1 The Traveline database classifies some light rail schemes such as the Tyne and Wear Metro as tram services. In this paper 
we use the term ‘tram’ to refer to both tram services and other light rail or metro services classified as tram services by the 
Traveline. 
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Using Traveline data to identify routes without a rail or tram overlap 

5. As when considering overlap between buses, it is difficult to determine definitively 
which routes will face a strong constraint from a rival tram or rail service, as we do 
not observe individual passenger journeys.2 Furthermore, in the case of tram and rail 
our information is limited to the location of stops and stations, and we do not observe 
timetables or whether the network is such that journeys between these stops and 
stations are possible.3

6. Consequently, we are able to use our data on the location of bus and tram stops in 
order to identify some of the bus routes where it is very unlikely that the local bus 
operator will be constrained by a rival tram, metro or rail service but we are not able 
to identify all the routes where the local bus operator does not face a constraint from 
rival tram, metro or rail operator. The proportion of routes that are ‘identified’ by our 
tests will therefore understate the proportion of routes that are ‘not constrained’ by 
rail or tram services. 

 As with head-to-head competition between buses, this un-
certainty limits our ability to assess fully the constraint from rail and tram for all of the 
routes in the reference area. 

Identifying non-constrained routes 

7. We use three separate filters to identify routes in the reference area that are highly 
unlikely to face an effective competitive constraint from an alternative tram, metro or 
rail service. 

Filter 1: Routes with less than two tram stops or rail stations 

8. It is very unlikely that passengers will have a choice between bus and other modes 
on routes which have no or only one tram stop or railway station in the vicinity. For 
example, if there is only one rail stop within walking distance of the bus route in 
question, then it will be possible for some passengers along that route to use the 
train, but they will not be able to use the train as an alternative to the bus because 
the train will not go to any of the destinations served by the local bus service. We 
therefore calculated, for each route, the number of tram stops and railway stations 
within 500m of the route. Routes which had fewer than two rail or tram stops within 
500m were marked as not being constrained by these modes. 

Filter 2: Routes with tram and rail stops that are very close together 

9. Some bus routes in the reference area have more than one rail or tram stop within 
500m of the route. However, these tram or rail stations are very close together and 
are likely to provide very few bus passengers on the route with a viable alternative for 
their journey. As we set out in paragraphs 26 to 28 of Appendix 8.1, most bus 
passengers’ journeys are greater than 3.2 km. Therefore, if the maximum distance 
between those tram stops and railway stations in the vicinity of the route is less than 
3.2 km, then it is unlikely that rail or tram will offer many passengers an alternative to 

 
 
2 Bus companies often record where passengers get on to a bus service; however, they do not record where passengers get off 
the bus. Because of this it is not possible to observe individual passenger journeys and it is not possible to attribute passenger 
volumes and revenue to individual flows. Consequently, it is not possible to identify the relative importance of individual passen-
ger flows in terms of the revenue generated or number of passengers served, nor is it possible to measure precisely the propor-
tion of revenue or patronage on a particular bus route that is associated with ‘overlapped’ flows. 
3 For example, a bus route may pass two different rail lines that do not connect with each other. In this case, even though the 
bus service might pass two or more rail stations, bus passengers cannot use rail to make their journeys. Our data does not 
enable us to distinguish between this example and one where a bus route passes rail stations that are connected by a rail ser-
vice and so might provide an alternative for the bus passengers on the route. 
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taking the bus, irrespective of which part of the route is covered by the stations. We 
therefore calculated, for each route, the maximum distance between each pair of 
tram stops or each pair of railway stations within 500m of that route. Routes with two 
or more rail or tram stops, where this maximum distance was less than 3.2 km, were 
marked as not being constrained by tram and rail. 

10. This process is illustrated in Figure 1. This shows a route in Hastings. The route, 
coloured red, has two railway stations within 500m of the bus route. The distance 
between these railway stations is just under 1.5 km. As such, the route is marked as 
not being constrained by rail, as most passengers on the route are likely to want to 
make journeys that are longer than the distance between the two stations. 

FIGURE 1 

Example route in Hastings 

 

Source:  CC analysis of Traveline data for October 2009. 
Note:  Red line shows the route, grey shaded area shows a 500m buffer around the route, blue dots show 
railway stations, yellow dots show bus stops. 

Filter 3: Routes where the proportion of passengers and revenue contested by rail or 
tram is likely to be very low 

11. Those routes which are not identified by filters 1 and 2 above as ‘not constrained by 
rail or tram’ may, or may not, be constrained by a rival rail or tram service. In many 

1.5km 
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instances there may be no, or only a small, constraint if the tram or rail service pro-
vides an alternative for only a very small proportion of the flows that make up the bus 
route.  

12. We therefore calculated, for each route, the proportion of bus stops along the route 
that had a railway station or a tram stop within 500m. If this proportion is very low, 
then it is unlikely that the tram or rail will offer many passengers a choice of mode, 
and so provide much of a constraint on how the bus operator sets its fares, service 
frequency and other aspects of the service. 

13. In previous CC merger inquiries, it has been argued that it is only worthwhile for 
operators to adjust fares or reconfigure routes following a merger if the overlap flows 
on a route account for a significant proportion of total route revenue. Therefore routes 
where overlap flows account for a small proportion of revenue could be filtered out of 
the analysis.4 The CC has, in many cases, chosen to exclude from initial analysis 
those routes for which overlaps account for less than 10 per cent of passengers and 
revenue.5

14. We are not able to observe passenger numbers or revenue associated with different 
overlaps between bus routes and rail and tram. However, the proportion of bus stops 
with a tram stop or railway station within 500m gives us an indication of the propor-
tion of revenue on a route that could be subject to competition as a result of the 
overlap. In particular, only those flows between bus stops which have a nearby tram 
stop or railway station are likely to be subject to competition and so the lower this 
proportion, the lower the number of flows (and therefore proportion of revenue) that 
will be subject to competition. 

 

15. If less than 10 per cent of bus stops have a tram stop or railway station within 500m, 
then it is unlikely that more than 10 per cent of revenues will be subject to compe-
tition, as this would require (a) a disproportionately high proportion of revenues being 
taken from passengers boarding the bus at these stops than at other stops on the 
route and (b) that a very high proportion of these passengers are travelling to the 
other stops on the route with a tram stop or railway station within 500m (despite 
these stops only making up 10 per cent of all stops on the route). Given this, we 
consider that where less than 10 per cent of the bus stops on a route have a rail or 
tram service within 500m, it is unlikely that the operator of the route will be fully 
constrained by competition from rail or tram services.6

 
 
4 The fact that overlaps on a route account for more than 10 per cent of passengers and revenue is not sufficient to establish 
that the route is competitively constrained. 

 

5 See CC occasional paper, Review of methodologies in transport inquiries, by Kate Collyer, Anthony Felet and Tom Kitchen, 
1997, paragraph 26(a):  

www.competition-commission.org.uk/our_role/analysis/review_of_methodologies_in_transport_inquiries.pdf. 
6 By way of illustration, consider a bus route with four bus stops A, B, C and D. On this route stops A and D are both within 
500m of a tram stop, whereas B and C are not. The ratio of bus stops near to a tram stop over all bus stops on the route is 
therefore 2:4 or 50 per cent. There are six separate passenger flows on this bus route—AB, AC, AD, BC, BD and CD—of which 
there is one—AD—where the journey can also be made by tram. If we assume that passenger demand and revenue is evenly 
split between each passenger flow, then one-sixth (17 per cent) of passengers and revenue will be subject to competition from 
the tram and five-sixths (83 per cent) of passenger demand and revenue will not be subject to competition. Of course, we would 
not necessarily expect demand for bus travel to be evenly split between all flows. Indeed, we would expect rail services to be 
positioned to provide journeys for which there is a large demand for travel. Similarly we would expect bus services to be 
arranged to provide services where there is a large demand for travel. However, we would not necessarily expect bus services 
to be positioned to provide services where there is a large demand for travel and for which there is already a rail or tram 
service. Indeed, we might expect bus services to be set up to complement rather than compete with the rail and tram networks. 
The existence of the plus bus ticketing scheme would seem to indicate that it is relatively common for bus and rail services to 
be complementary. There is therefore no reason to suspect that rail or tram overlap flows are systematically and significantly 
larger generators of passengers and revenue. 

http://www.competition-commission.org.uk/our_role/analysis/review_of_methodologies_in_transport_inquiries.pdf�
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Results 

The extent of overlap between bus services and fixed modes across the 
reference area 

16. Table 1 gives an overview of the proportion of bus routes within the reference area 
that are classified as ‘unconstrained’ by rail or tram using filter 1. A very small propor-
tion of routes in the reference area have two or more tram stops within the 500m 
route buffer. A larger proportion of routes in the reference area have two or more rail 
stations within the 500m route buffer. Overall filter 1 results in 60.3 per cent of routes 
in the reference area being marked as ‘not constrained by rail or tram’ because they 
have neither two or more rail stations nor two or more tram stops within their 500m 
route buffer. 

TABLE 1   Results of filter 1 

 

Fewer than two rail 
stations in route buffer 

Fewer than two tram 
stops in route buffer Filter 1 

    Proportion of routes classified ‘not constrained’ (%) 63.7 92.8 60.3 
Number of routes classified ‘not constrained’ (no) 11,454 16,682 10,845 

Source:  CC analysis of Traveline data for October 2009. 
 

 
17. The results of filter 2 are set out in Table 2. If we use filter 2 in addition to filter 1, then 

a further 13.5 per cent of routes in the reference area are marked as ‘not constrained 
by rail or tram’. 

TABLE 2   Results of filter 2 

 

Rail stations no more 
than 3.2 km apart 

Tram stops no more 
than 3.2 km apart 

Added 
by filter 2 

    Proportion of routes classified ‘not constrained’ (%) 13.4 4.2 13.5 
Number of routes classified ‘not constrained’ (no) 2,411 762 2,429 

Source:  CC analysis of Traveline data for October 2009. 
 

 
18. For filter 3, we measure the number of bus stops on a route that are within 500m of a 

rail station or within 500m of a tram stop. This gives us a relative measure of the 
likely constraint from rail or tram services. For example, for bus routes where the 
proportion of the bus stops along a route that are within walking distance of a rail 
stop is lower, then it is likely that the proportion of bus passengers on that route that 
could substitute to rail for their journey is also lower. Consequently, it is likely that the 
competitive constraint on the bus operator from the overlapping rail service is likely to 
be lower.  

19. Figure 2 shows the distribution of routes within the reference area by the proportion 
of bus stops along the route that are within 500m of a rail station.  
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FIGURE 2 

The distribution of bus routes in the reference area by the proportion 
of bus stops on the route within 500m of a rail station 

 

Source:  CC analysis of Traveline data for October 2009. 

20. Figure 2 shows that, for more than 30 per cent of the bus routes in the reference 
area, the ratio of bus stops with a rail station nearby to the number of bus stops on 
the route as a whole is zero. These bus routes are not overlapped by rail services at 
all and so there is clearly no competitive constraint from rail. For the remaining routes 
there is some overlap but in most cases the overlap is modest, which shows that in 
general the constraint from rail, on the majority of bus routes, is likely to be very 
small. Only 272 of the 17,976 bus routes in the reference area (1.5 per cent) have a 
train station within 500m of more than half of the bus stops they serve. 

21. Figure 3 shows the distribution of routes within the reference area by the proportion 
of bus stops along the route that are within 500m of a tram stop.  
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FIGURE 3 

The distribution of bus routes in the reference area by the proportion 
of bus stops on the route within 500m of a tram stop 

 

Source:  CC analysis of Traveline data for October 2009. 

22. Figure 3 shows that for more than 90 per cent of routes in the reference area, there 
are no bus stops along the route that are within 500m of a tram stop. Again we find 
that where there is an overlap with a tram service, this overlap is nearly always 
modest, indicating that the constraint from tram services is weak for most of the 
routes that do face an overlap. Only 66 of the 17,976 bus routes in the reference 
area (0.4 per cent) have a tram stop within 500m of more than half of the bus stops 
served by the route. 

23. Under filter 3, we identify a route as ‘not constrained by rail or tram’ if the ratio of bus 
stops on the route within 500m of a rail station and the ratio of bus stops along the 
route within 500m of a tram stop are both below 10 per cent. The results of filter 3 are 
provided in Table 3. A very high percentage of routes in the reference area are 
marked as ‘not constrained by tram’ because less than 10 per cent of the bus stops 
on the route are within 500m of a tram stop. This reflects the relative rarity of tram 
networks across the reference area. Overlaps with rail are more common but the 
majority of bus routes are marked as ‘not constrained by rail’. If we use filter 3 in 
addition to filters 1 and 2, then a further 6.6 per cent of routes in the reference area 
are marked as ‘not constrained by rail or tram’.7

 
 
7 This relatively low figure is because many routes that meet the criteria for filter 3 have already been identified as ‘not con-
strained by rail or tram’ using filters 1 and 2. 
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TABLE 3   Results of filter 3 

 

Less than 10% of 
bus stops have a rail 
station within 500m 

Less than 10% of bus 
stops have a tram 
stop within 500m 

Added by 
filter 3 

    Proportion of routes classified ‘not constrained’ (%) 56.1 94.8 6.6 
Number of routes classified ‘not constrained’ (no) 10,093 17,043 1,189 

Source:  CC analysis of Traveline data for October 2009. 
 

 
24. Table 4 summarizes the results of the filtering exercise as a whole. Each of the filters 

is additive in that a route is marked as ‘not constrained by rail or tram’ if it meets the 
criteria of at least one of the three filters. Overall, 14,463 bus routes (80.5 per cent of 
the routes within the reference area, accounting for 73.0 per cent of weekly services 
within the reference area) are marked as ‘not constrained by rail or tram’.  

TABLE 4   Results of filtering exercise 

 

Number 
of routes 

Proportion 
of routes 

% 

Proportion of 
weekly services 

% 

   
 

Filter 1 10,845 60.3 47.8 
Filters 1 & 2 13,274 73.8 66.2 
Filters 1, 2 & 3  14,463 80.5 73.0 
All routes 17,976 100.0 100.0 

Source:  CC analysis of Traveline data for October 2009. 
 

 
25. For the remaining 3,513 bus routes in the reference area (19.5 per cent), there is an 

overlap with either a rail or a tram service. However, this does not necessarily mean 
that these routes are competitively constrained by that rail or tram service. Further 
information regarding passenger flows and further analysis of fares, frequencies, 
timetable and journey speed is necessary to show that the rail or tram service pro-
vides a competitive constraint. Figures 1 and 2 above show that where an overlap 
exists, it is typically modest and covers only a small proportion of the passenger 
flows served by the route. It is therefore likely that only a small proportion of the 
3,513 routes on which there is an overlap are competitively constrained by 
competition from rail or tram services.  

The extent of rail or tram overlap within individual Urban Areas 

26. We can use the results of our filtering exercise to assess the extent to which rail and 
tram services are likely to provide a constraint on bus operators within individual 
Urban Areas. Table 5 provides a summary of the results of the filtering exercise and 
the results of our relative measure of the constraint from rail and tram services on a 
route, for the largest Urban Areas. 
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TABLE 5   Rail and tram overlaps for largest Urban Areas 

Urban Area 

Population 
(2001 

Census) 
No 

Proportion of 
routes 

classified as 
‘not con-

strained by 
rail or tram’ 

% 

Proportion of 
weekly services 

on routes 
classified as ‘not 

constrained by rail 
or tram’ 

% 

Mean 
proportion of 

bus stops 
within 500m 

of a rail 
station (1) 

% 

Mean 
proportion of 

bus stops 
within 500m of 
a tram stop (2) 

% 

Highest 
value of 
measure 
(1) or (2) 

% 

   
 

   Birmingham 1,846,211 66.7 56.1 15.0 4.3 15.0 
Manchester 1,622,279 51.7 36.8 18.8 8.4 18.8 
Glasgow 1,032,877 35.8 32.8 29.2 7.5 29.2 
Liverpool 894,297 48.0 40.0 20.8 0.2 20.8 
Leeds 827,220 73.4 74.2 10.5 0.0 10.5 
Newcastle upon 

Tyne 775,019 71.7 48.4 5.0 13.5 13.5 
Nottingham 666,318 88.5 85.4 6.4 13.0 13.0 
Bristol 577,098 83.5 82.8 9.3 0.0 9.3 
Sheffield 531,027 75.4 61.2 6.6 17.4 17.4 
Leicester 475,359 95.7 96.1 4.7 0.0 4.7 
Edinburgh 461,456 62.7 60.5 10.3 0.0 10.3 
Bournemouth 431,040 92.1 79.4 9.4 0.0 9.4 
Southampton 410,842 80.3 73.0 11.6 0.0 11.6 
Bradford 408,817 68.9 72.6 14.7 0.0 14.7 
Stoke-on-Trent 389,516 93.2 95.1 5.2 0.0 5.2 
Birkenhead 377,661 46.8 27.6 21.8 0.0 21.8 
Coventry 377,239 89.9 85.2 5.2 0.0 5.2 
Cardiff 335,748 56.9 64.6 23.2 0.0 23.2 
Portsmouth 334,818 70.8 54.6 19.7 0.0 19.7 
Kingston upon 

Hull 319,482 86.0 87.6 9.3 0.0 9.3 
Reading 318,858 79.6 82.9 14.5 0.0 14.5 
Southend-on-Sea 318,192 47.4 24.0 14.4 0.0 14.4 
Aldershot 289,537 61.3 40.5 13.2 0.0 13.2 
Bolton 284,906 74.8 63.6 13.2 1.6 13.2 
Wolverhampton 282,167 76.2 68.1 7.8 12.1 12.1 
Blackpool 271,671 53.3 11.1 11.4 12.4 12.4 
Plymouth 268,331 93.9 93.8 8.1 0.0 8.1 
Sunderland 266,959 83.5 78.6 7.8 12.2 12.2 
Brighton 258,884 63.8 57.4 15.3 0.0 15.3 
Preston 250,411 84.8 80.6 6.9 0.5 6.9 

Source:  CC analysis of Traveline data for October 2009. 
 

 
27. There are 30 Urban Areas within the reference are which have a population in 

excess of 250,000. Table 5 shows that in 26 of these Urban Areas, more than half of 
the routes that pass through the Urban Area are classified as ‘not constrained by rail 
or tram’. For the remaining 4 Urban Areas, less than half of the routes are classified 
as ‘not constrained by rail or tram’. 

28. The average proportion of bus stops on a route that are within 500m of a rail or tram 
stop is typically low, with a simple average across the large Urban Areas of 13.5 per 
cent. Bus routes that pass through Glasgow have the highest average proportion of 
bus stops within 500m of a rail station. On average, 29.2 per cent of bus stops 
served by a route in the Glasgow Urban Area are within 500m of a rail station. 
Birkenhead, Cardiff and Liverpool also exhibit relatively high values, with average 
proportions above 20 per cent. 

29. Blackpool, Newcastle, Nottingham, Sheffield, Sunderland and Wolverhampton have 
the most extensive tram or metro networks. However, the degree of overlap is 
typically low with less than 20 per cent of bus stops served by bus routes in these 
areas within 500m of a tram stop. 

30. A complete set of results for all Urban Areas is provided in Table 6. 
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TABLE 6   Rail and tram overlaps by Urban Area 

Urban Area 
 

Proportion of 
routes classified as 
not constrained by 

rail or tram 
% 

Proportion of 
weekly services 

on routes 
classified as not 
constrained by 

rail or tram 
% 

Mean proportion 
of bus stops 

within 500m of a 
rail station 

% 

Mean proportion 
of bus stops 

within 500m of a 
tram stop 

% 

Total 
number of 
routes in 

Urban 
Area 

 

      Aberdare 61.1 62.1 27.6 0.0 36 
Aberdeen 89.2 93.4 8.6 0.0 74 
Abergele/Rhyl/Prestatyn 78.8 49.0 11.7 0.0 33 
Abingdon 100.0 100.0 2.8 0.0 20 
Accrington 63.8 43.4 21.4 0.4 69 
Aldershot 61.3 40.5 13.2 0.0 75 
Alfreton Urban Area 91.8 75.9 2.7 1.8 49 
Amersham/Chesham 75.0 64.5 7.2 0.0 28 
Andover 97.7 98.6 5.4 0.0 44 
Ardrossan 33.3 29.5 27.5 1.4 12 
Ashford 83.8 86.8 9.2 0.0 37 
Aylesbury 77.4 80.3 11.0 0.0 53 
Ayr 52.8 60.7 21.3 0.5 36 
Banbury 90.2 96.4 9.4 0.0 41 
Barnsley 75.8 66.4 9.7 0.0 99 
Barnstaple 98.2 99.6 2.5 0.0 55 
Barrow-in-Furness 57.1 67.4 15.9 0.0 28 
Barry 45.5 32.8 22.0 0.0 22 
Basildon 42.9 34.9 13.5 0.0 63 
Basingstoke 81.6 79.4 13.5 0.0 38 
Bath 91.8 94.9 9.7 0.0 85 
Bedford 87.1 91.9 8.8 0.0 70 
Bicester 84.2 69.7 14.6 0.0 19 
Birkenhead 46.8 27.6 21.8 0.0 139 
Birmingham 66.7 56.1 15.0 4.3 543 
Bishop’s Stortford 53.3 16.0 15.1 0.0 30 
Blackburn 60.0 45.1 15.7 0.4 120 
Blackpool 53.3 11.1 11.4 12.4 75 
Blyth 82.4 64.6 0.6 4.1 34 
Bognor Regis 51.9 45.3 14.1 0.0 27 
Bolton 74.8 63.6 13.2 1.6 107 
Borehamwood 57.1 54.0 19.9 0.0 21 
Boston 78.3 76.1 8.2 0.0 46 
Bournemouth 92.1 79.4 9.4 0.0 164 
Bracknell 79.3 69.6 13.5 0.0 29 
Bradford 68.9 72.6 14.7 0.0 90 
Braintree 83.3 84.2 9.3 0.0 24 
Brentwood 85.3 86.5 8.2 0.0 34 
Bridgend 52.3 48.0 19.9 0.0 44 
Bridgwater 100.0 100.0 5.9 0.0 32 
Bridlington 68.2 69.2 19.3 0.0 22 
Brighton 63.8 57.4 15.3 0.0 116 
Bristol 83.5 82.8 9.3 0.0 212 
Brynmawr/Ebbw Vale 64.0 40.0 11.6 0.0 25 
Burnley 60.0 45.4 18.6 0.6 95 
Burton Upon Trent 81.6 82.4 6.8 0.1 38 
Bury 73.7 57.4 4.4 9.4 57 
Bury St Edmunds 87.5 90.4 6.1 0.0 72 
Caerphilly 50.0 45.3 21.9 0.0 26 
Camborne/Redruth 31.8 20.3 13.9 0.0 22 
Cambridge/Milton 91.7 98.6 3.0 0.0 60 
Cannock 79.4 73.9 10.1 1.4 34 
Canterbury 59.6 64.9 14.9 0.0 94 
Cardiff 56.9 64.6 23.2 0.0 130 
Carlisle 63.5 81.7 11.3 0.0 52 
Castleford 54.8 55.7 19.3 0.0 31 
Caterham & Warlingham 26.3 19.7 23.2 2.0 19 
Chatham 73.7 82.8 17.7 0.0 99 
Chelmsford 67.1 75.1 11.3 0.0 70 
Cheltenham 91.4 82.3 4.0 0.0 70 
Cheshunt 54.1 52.5 19.1 0.0 37 
Chester 80.2 80.5 9.2 0.0 81 
Chesterfield 89.7 93.5 4.2 1.2 107 
Chippenham 97.1 95.0 10.1 0.0 34 
Chipping Sodbury 87.0 90.6 4.1 0.0 23 
Chorley 74.6 59.1 13.2 0.2 67 
Clacton-on-Sea 63.0 62.0 14.5 0.0 27 
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Urban Area 
 

Proportion of 
routes classified as 
not constrained by 

rail or tram 
% 

Proportion of 
weekly services 

on routes 
classified as not 
constrained by 

rail or tram 
% 

Mean proportion 
of bus stops 

within 500m of a 
rail station 

% 

Mean proportion 
of bus stops 

within 500m of a 
tram stop 

% 

Total 
number of 
routes in 

Urban 
Area 

 

      Coalville 100.0 100.0 0.1 0.0 18 
Coatbridge 61.4 40.7 31.7 1.9 44 
Colchester 70.2 74.4 15.6 0.0 84 
Colwyn Bay 33.3 14.3 17.4 0.0 12 
Connah’s Quay/Shotton 77.8 73.3 8.8 0.0 45 
Corby 94.4 96.5 5.7 0.0 18 
Coventry 89.9 85.2 5.2 0.0 149 
Crawley 56.8 54.3 17.1 5.9 74 
Crewe 97.5 97.5 5.9 0.0 40 
Cumbernauld 51.1 56.4 14.0 3.0 47 
Cwmbran 89.8 87.9 9.7 0.0 49 
Dalkeith 100.0 100.0 4.4 0.0 32 
Darlington 96.2 98.4 8.6 0.1 53 
Dartford 39.0 42.7 18.5 0.0 41 
Derby 94.3 95.2 5.5 0.9 141 
Doncaster 85.7 81.9 9.2 0.0 119 
Dover 58.1 80.1 19.4 0.0 31 
Dumbarton 46.4 29.5 42.9 1.6 28 
Dumfries 85.4 86.9 9.6 0.1 48 
Dundee 65.9 77.7 13.2 0.1 132 
Dunfermline 57.7 49.5 12.8 0.1 71 
Durham 87.0 86.0 8.7 1.1 69 
Eastbourne 48.7 57.3 13.3 0.0 39 
Edinburgh 62.7 60.5 10.3 0.0 166 
Epsom and Ewell 29.3 31.9 22.1 0.3 41 
Esher/Molesey 35.3 43.4 19.7 0.0 17 
Exeter 72.4 73.8 20.5 0.0 87 
Exmouth 69.2 54.9 12.9 0.0 13 
Falkirk 60.7 60.2 16.3 0.6 61 
Fareham/Portchester 77.2 77.1 7.2 0.0 57 
Folkestone 80.6 88.3 14.3 0.0 31 
Glasgow 35.8 32.8 29.2 7.5 332 
Glenrothes 78.7 78.8 7.9 0.1 47 
Glossop/Hollingworth 45.0 11.6 23.9 0.1 20 
Gloucester 89.0 76.7 6.5 0.0 73 
Grantham 85.4 87.0 9.7 0.0 41 
Gravesend 30.0 30.6 19.1 0.0 30 
Grays 44.0 50.7 14.9 0.0 25 
Great Malvern 53.3 36.0 12.5 0.0 15 
Great Yarmouth 86.8 92.4 8.2 0.0 38 
Greenock 42.2 51.6 49.1 1.3 45 
Grimsby 71.8 84.4 12.0 0.0 39 
Guildford 63.5 65.8 16.6 0.0 74 
Halifax 93.7 88.6 7.4 0.0 79 
Hamilton 39.5 27.8 25.0 1.7 43 
Harlow/Sawbridgeworth 87.8 85.1 6.9 0.0 49 
Harrogate/ 

Knaresborough 85.1 93.1 17.7 0.0 47 
Hartlepool 92.5 74.8 6.7 0.5 40 
Hastings 74.6 71.3 22.4 0.0 71 
Hatfield 61.2 57.9 16.9 0.0 85 
Hemel Hempstead 71.4 44.7 8.0 0.0 63 
Hereford 94.2 78.3 9.7 0.0 86 
Herne Bay 53.8 19.0 10.4 0.0 39 
Hertford/Ware 42.9 30.1 25.6 0.0 35 
High Wycombe 76.4 80.8 8.0 0.0 72 
Higham Ferrers/Rushden 100.0 100.0 0.2 0.0 15 
Hinckley 95.5 100.0 11.3 0.0 22 
Hitchin 65.5 62.6 12.1 0.0 29 
Horsham 79.1 51.9 8.6 0.1 43 
Huddersfield 75.2 64.9 14.9 0.3 121 
Inverness 73.1 78.9 13.3 0.0 67 
Ipswich 83.6 96.6 8.7 0.0 122 
Irvine 48.0 52.2 16.4 1.1 25 
Islwyn Urban Area 48.1 37.9 18.8 0.0 54 
Keighley 78.7 62.5 11.9 0.0 47 
Kettering 95.2 96.3 3.6 0.0 21 
Kidderminster 80.0 88.3 6.3 0.1 45 
Kilmarnock 41.0 34.7 27.1 2.4 39 
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Urban Area 
 

Proportion of 
routes classified as 
not constrained by 

rail or tram 
% 

Proportion of 
weekly services 

on routes 
classified as not 
constrained by 

rail or tram 
% 

Mean proportion 
of bus stops 

within 500m of a 
rail station 

% 

Mean proportion 
of bus stops 

within 500m of a 
tram stop 

% 

Total 
number of 
routes in 

Urban 
Area 

 

      King’s Lynn 95.6 98.8 8.8 0.0 45 
Kingston upon Hull 86.0 87.6 9.3 0.0 107 
Kirkcaldy 62.7 62.0 12.1 0.2 51 
Lancaster 91.5 87.0 7.4 0.1 71 
Leeds 73.4 74.2 10.5 0.0 184 
Leicester 95.7 96.1 4.7 0.0 116 
Leigh 86.2 76.5 7.9 1.4 65 
Leighton Buzzard 77.3 72.8 11.3 0.0 22 
Letchworth 59.3 36.9 15.1 0.0 27 
Lincoln 86.2 91.3 7.4 0.1 123 
Liverpool 48.0 40.0 20.8 0.2 321 
Livingston 61.4 52.0 11.9 0.3 101 
Llanelli 72.4 52.0 10.0 0.0 29 
Loughborough 80.0 85.9 6.8 1.3 25 
Loughton 100.0 100.0 3.4 0.0 12 
Lowestoft 69.0 91.5 13.0 0.0 29 
Luton 77.0 76.8 11.6 0.0 74 
Macclesfield 62.8 70.5 17.4 0.1 43 
Maidenhead 55.0 62.2 13.5 0.0 20 
Maidstone 58.2 61.3 15.7 0.0 79 
Manchester 51.7 36.8 18.8 8.4 408 
Mansfield 97.3 96.2 7.3 1.7 73 
Margate 51.1 52.7 17.1 0.0 47 
Merthyr Tydfil 66.7 67.5 19.6 0.0 39 
Middlesbrough 73.6 59.2 9.2 0.7 110 
Motherwell 35.0 18.0 23.4 2.0 60 
NO URBAN AREA 89.6 84.7 9.1 0.1 4,374 
Neath 70.0 79.5 15.6 0.0 50 
Newark-on-Trent 76.9 80.4 12.4 0.4 52 
Newbury 75.8 65.6 17.6 0.0 33 
Newcastle upon Tyne 71.7 48.4 5.0 13.5 515 
Newport 79.8 76.0 17.3 0.0 99 
Northampton 97.1 99.5 3.6 0.0 68 
Northwich 77.3 90.2 10.8 0.2 22 
Norwich 89.8 96.7 4.9 0.0 118 
Nottingham 88.5 85.4 6.4 13.0 260 
Nuneaton 90.9 96.9 8.7 0.0 44 
Oxford 99.1 99.8 2.9 0.0 109 
Perth 69.1 88.7 13.4 0.4 81 
Peterborough 89.1 95.5 6.2 0.0 46 
Plymouth 93.9 93.8 8.1 0.0 163 
Pontypridd Urban Area 52.5 48.4 20.3 0.0 40 
Port Talbot 39.3 47.6 15.6 0.0 28 
Portsmouth 70.8 54.6 19.7 0.0 89 
Preston 84.8 80.6 6.9 0.5 184 
Reading 79.6 82.9 14.5 0.0 108 
Redditch 71.9 86.8 13.7 0.0 57 
Reigate/Redhill 19.4 19.4 19.6 0.7 31 
Rhondda 66.7 43.8 27.1 0.0 30 
Rochdale 79.4 62.3 11.5 1.6 63 
Rossendale Urban Area 94.3 86.1 2.5 1.3 53 
Rotherham 84.9 81.7 8.3 4.2 93 
Royal Leamington Spa 78.1 66.9 10.9 0.0 32 
Royal Tunbridge Wells 67.1 61.3 14.9 0.0 73 
Rugby 97.3 99.7 2.2 0.0 37 
Salisbury 93.9 95.4 4.3 0.0 98 
Scarborough 77.4 82.4 18.9 0.0 31 
Scunthorpe 75.5 80.9 11.6 0.0 49 
Sheffield 75.4 61.2 6.6 17.4 232 
Shrewsbury 93.4 95.4 8.1 0.0 61 
Sittingbourne 42.9 71.6 19.3 0.0 35 
Skelmersdale 71.0 40.0 10.3 0.0 31 
Slough 50.0 66.0 15.5 0.0 32 
South Shields 54.4 33.4 4.9 26.5 68 
Southampton 80.3 73.0 11.6 0.0 147 
Southend-on-Sea 47.4 24.0 14.4 0.0 76 
Southport 71.2 56.5 17.2 0.0 52 
St Helens 54.8 50.1 19.4 0.0 73 
Stafford 77.8 69.6 10.5 0.2 36 
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Urban Area 
 

Proportion of 
routes classified as 
not constrained by 

rail or tram 
% 

Proportion of 
weekly services 

on routes 
classified as not 
constrained by 

rail or tram 
% 

Mean proportion 
of bus stops 

within 500m of a 
rail station 

% 

Mean proportion 
of bus stops 

within 500m of a 
tram stop 

% 

Total 
number of 
routes in 

Urban 
Area 

 

      Staines 33.3 36.5 20.3 0.0 36 
Stevenage 57.1 62.3 13.7 0.0 49 
Stirling 60.5 69.2 14.7 0.4 86 
Stockton-on-Tees 78.9 73.9 11.0 1.1 71 
Stoke-on-Trent 93.2 95.1 5.2 0.0 146 
Stroud 95.8 79.4 8.7 0.0 48 
Sunderland 83.5 78.6 7.8 12.2 133 
Swadlincote 100.0 100.0 1.9 0.0 26 
Swansea 80.9 83.7 8.7 0.0 141 
Swindon 97.1 99.1 7.1 0.0 68 
Tamworth 75.8 75.9 11.7 0.3 33 
Taunton 93.3 92.5 5.0 0.0 60 
Telford Dawley 86.8 59.2 8.0 0.2 53 
Tonbridge 70.6 58.7 11.1 0.0 51 
Torquay 86.7 71.6 8.2 0.0 60 
Trowbridge 80.4 67.4 13.3 0.0 56 
Wakefield 63.5 60.8 11.6 0.0 63 
Walsall 81.6 66.8 11.0 4.2 141 
Walton and Weybridge 37.5 19.4 16.3 0.0 16 
Warrington 79.7 74.2 16.9 1.2 79 
Watford 56.8 24.8 19.4 0.0 88 
Wellingborough 100.0 100.0 3.4 0.0 16 
Weston-super-Mare 92.7 96.0 13.2 0.0 41 
Weymouth 82.5 80.9 11.1 0.0 40 
Wigan 69.5 64.0 12.5 0.6 82 
Winchester 76.7 77.5 11.0 0.0 43 
Windsor/Eton 28.6 43.3 20.9 0.0 14 
Woking/Byfleet 63.0 49.7 13.2 0.0 54 
Wolverhampton 76.2 68.1 7.8 12.1 143 
Wolverton/Stony Stratford 86.0 78.9 7.9 0.0 86 
Worcester 78.1 76.1 16.8 0.0 64 
Worksop 91.4 86.6 8.5 0.8 35 
Worthing 59.3 33.1 14.9 0.0 54 
Wrexham 73.3 78.4 15.7 0.0 75 
Yeovil 79.4 81.2 7.5 0.0 63 
York 85.3 96.6 9.4 0.0 75 

Source:  CC analysis. 
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APPENDIX 11.3 

Analysis of the incidence of tendered services in a selection of LTAs 

1. In paragraph 2.9, we observed that 23 per cent of all bus kilometres are accounted 
for by tendered services. In this appendix, we seek to improve our understanding of 
the profile of tendered services and, in particular, the distribution of tendered services 
between the route categories set out in Table 11.1. Of particular interest is whether 
routes on which there is little head-to-head competition are likely to be tendered. 

2. We use data provided by 12 LTAs to identify tendered routes which were in operation 
in October 2009. By matching this to data from the Traveline database, which pro-
vides information on all routes in operation in October 2009, we can then observe 
which local bus services in the 12 LTA areas were tendered and which were not. 

3. We found that within all categories of route, the majority of services (more than 
76 per cent of services in each category) were identified as not tendered. Within the 
category of routes classified as likely to face competition for all or nearly all flows on 
the route (category 5), a very small proportion were found to be tendered (only 
1.3 per cent of services identified as partly or fully tendered). Within the category of 
routes classified as highly unlikely to face meaningful competition (category 1), a 
relatively high proportion of services were found to be part tendered (19.2 per cent 
identified as partly tendered). For routes where we were unable to dismiss the 
possibility that the route was operated by a single vehicle (categories 2 and 3), a 
relatively high proportion of services were found to be fully tendered (between 13 and 
18 per cent of services identified as fully tendered). 

Method 

4. Our main data set, derived from the Traveline database, contains comprehensive 
information on the geographic location and timetables of all the bus routes that ran 
within the reference area in October 2009. However, this data set does not contain 
information which would allow us to distinguish those routes that have been tendered 
by the LTA from the remaining routes in the data set. 

5. We received data on route tenders conducted within the past five years from 75 LTAs 
(of a total of 132 LTAs in the reference area).1 Of these, we selected 12 LTAs from 
the tender data set with complete information on route numbers, route origin and 
destination, winning operator information as well as contract dates and details. We 
selected LTAs for our sample to cover all three nations and selected LTAs that con-
tained both urban and rural areas. Other than these conditions regarding coverage, 
the 12 LTAs were selected at random.2 For each of the LTAs in the sample, we then 
undertook a matching exercise, linking routes in the LTA data set to the information 
in the Traveline database.3

 
 
1 This data set was used to undertake our empirical assessment of tendered services as set out in Appendix 13.2. 

 This matching exercise allows us to observe which routes 

2 The LTAs chosen were Angus, Bath and North East Somerset, Cornwall, Edinburgh, Luton, Nexus, Rhondda Cynon Taf, 
Strathclyde Partnership for Transport, South Yorkshire PTE, Stoke-on-Trent, Suffolk and West Sussex. 
3 We matched routes within the tender database which were awarded and active in October 2009 to their equivalent record in 
the Traveline database using route number and operator names. 
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are tendered and which are operated commercially for routes that pass through the 
12 LTAs in our sample.4

6. However, whilst we can identify routes that were formally tendered by the LTA in 
these areas, no such information exists for routes that were classified as ‘de minimis’ 
for which no formal tender process was undertaken. 

 

Results 

7. There are 3,376 routes that passed through the 12 LTA areas selected for this 
exercise. Of these, 350 (10.4 per cent) were identified as fully tendered, 297 (8.8 per 
cent) were identified as part-tendered and the remaining 2,729 (80.8 per cent) classi-
fied as not-tendered in our matching exercise. 

8. We observe similar results when we look at the proportion of weekly services in the 
12 LTA areas accounted for by routes that are fully, part or not tendered. 4.9 per cent 
of services were on routes identified as fully tendered, 14.3 per cent of services were 
on routes identified as part-tendered and the remaining 80.8 per cent on routes 
classified as not tendered in our matching exercise. 

9. Table 1 shows the percentage of routes within each category of route that are fully 
tendered, part-tendered and not tendered respectively. 

TABLE 1 For each route category, the percentage of routes in our sample of LTAs that are fully tendered, part-
tendered and not tendered 

 

Percentage of routes in that category which are fully tendered, 
part-tendered and not tendered (%) 

  
 

Category 1 Category 2 Category 3 Category 4 Category 5 All 

       Not tendered 73.3 83.5 78.7 83.1 91.2 80.8 
Part-tendered 17.4 3.2 8.2 9.0 5.5 8.8 
Fully tendered 9.3 13.4 13.1 7.9 3.2 10.4 

Source:  CC analysis of LTA and Traveline data. 
 

 
10. Table 2 shows the percentage of services within each category of route that are fully 

tendered, part-tendered and not tendered respectively. 

 
 
4 We were unable to match some routes that appeared in the tender data set to equivalents in the Traveline database. On 
further investigation, we found that this was generally because the service did not appear in the Traveline database. School 
services and demand-responsive services which do not have a public timetable will not appear in the Traveline database. In 
addition, where a contract had been terminated early but this had not been noted by the LTA in the tender data set, we would 
not expect a matching record in the Traveline data set. These cases will not have an impact on our results. Nevertheless, we 
cannot dismiss the possibility that in some instances the inability to match a service may have been because it had a different 
name in the two databases, or the operator name in one of the databases was incorrect. In these instances, a tendered route 
will be incorrectly marked as non-tendered in the Traveline database. Given the care we have taken to select from LTAs with 
good-quality and complete data, we expect the proportion of routes that are incorrectly marked in this way to be small. How-
ever, to the extent that routes are incorrectly marked in this way, the proportion of routes in each overlap category that we esti-
mate to be tendered may be slightly higher in practice than the estimates provided by this method. 
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TABLE 2 For each route category, the percentage of weekly services on routes in our sample of LTAs that are fully 
tendered, part-tendered and not-tendered 

 

Percentage of weekly services on routes in that category which are 
fully tendered, part-tendered and not-tendered (%) 

 

 
Category 1 Category 2 Category 3 Category 4 Category 5 All 

       Not-tendered 76.8 76.2 76.3 85.8 98.7 80.8 
Part-tendered 19.2 5.8 10.8 10.5 0.8 14.3 
Fully tendered 4.0 18.0 13.0 3.7 0.5 4.9 

Source:  CC analysis of LTA and Traveline data. 
 

 
11. The majority of routes and services within each category of route are identified as 

not-tendered with more than 73 per cent of routes and more than 76 per cent of 
services in all categories classified as not-tendered. Part-tendered routes are rela-
tively more common within category 1 and fully-tendered routes are relatively more 
common within categories 2 and 3. Very few category 5 routes (1.3 per cent) are 
part- or fully-tendered. 
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APPENDIX 11.4 

Route classification exercise 

1. In this appendix we provide more detail on the route classification exercise 
summarized in paragraphs 11.53 to 11.79. We discuss our method for classifying 
routes in paragraphs 2 to 11. The results of the exercise are presented in paragraphs 
14 to 30 and Annexes A and B. 

Classifying routes into categories 

2. A full description of the methodology we used to assess head-to-head competition at 
the route level is provided in Appendix 8.1. We build on this analysis by assessing 
the extent of overlaps with rail and tram services (see paragraphs 11.65 and 11.66 
and Appendix 11.2 and routes on which we may not necessarily expect sustained 
head-to-head competition even in a well-functioning market (see paragraphs 11.67 to 
11.76 and Appendix 11.3). 

3. Each of the indicators of competition, in isolation, can provide only a partial picture of 
competitive conditions on a route. However, we can combine the results of our route-
level tests and provide a more complete understanding of competition on that route 
and the flows that make up the route. We can categorize routes into groups, 
depending on the statements we are able to make as a result of those tests. We 
have identified six categories of route, as set out below and summarized in Table 1. 
This methodology allows us to categorize every route in the reference area. 

4. Category 1 routes do not face an overlap of 90 per cent and also do not face an 
overlap of 3.2 km or more. Routes in this category have also been identified as ‘not 
constrained by rail or tram’ using the filters set out in Appendix 11.2. It is therefore 
highly unlikely that these routes face meaningful head-to-head competition. The 
routes in this category can therefore be said to be made up of highly concentrated 
flows. Because we have concluded that the barriers to entry and consumer conduct 
features apply to all relevant markets at least to some extent,1

5. Category 2 routes face an overlap of 3.2 km but do not face an overlap of 90 per cent 
or more. Routes in this category have also been identified as ‘not constrained by rail 
or tram’. It is possible that some of the passenger flows that make up these routes 
could face head-to-head competition from a rival bus service. In addition, we cannot 
dismiss the possibility that the route is operated using a single vehicle. For routes in 
this category, an AEC may or may not apply. 

 the three features 
which lead to a prevention, restriction or distortion of competition can be said to be 
present on these routes. Finally, our timetable data indicates that routes in this 
category are very likely currently to be operated by more than one vehicle. Routes 
within this category are therefore highly likely to be subject to an AEC. 

6. Category 3 routes do not face an overlap of 90 per cent and also do not face an 
overlap of 3.2 km or more. Routes in this category have also been identified as ‘not 
constrained by rail or tram’. These routes display similar characteristics to category 1 
and can therefore be said to be made up of highly concentrated flows. However, the 
timetable of these routes is such that we are not able to discount the possibility that 
the route is operated by a single vehicle. For routes in this category, an AEC may or 
may not apply. 

 
 
1 See paragraphs 11.54 & 11.55. 
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7. Category 4 routes face an overlap of 3.2 km but do not face an overlap of 90 per 
cent. Routes in this category have also been identified as ‘not constrained by rail or 
tram’. Finally, our timetable data indicates that routes in this category are very likely 
currently to be operated by more than one vehicle. It is possible that some of the 
passenger flows that make up these routes could face head-to-head competition 
from a rival bus service. For routes in this category, an AEC may or may not apply. 

8. Category 5 routes face an overlap of 90 per cent or more but are classified as ‘not 
constrained by rail or tram’ using the filters set out in Appendix 11.2. For these 
routes, there is a high likelihood that all, or nearly all, of the flows that make up the 
route face head-to-head competition from a rival local bus service. Consequently, 
most passengers along routes in this category are likely to face a choice of operator 
for their journey. Routes in this category cannot therefore be said to be made up of 
flows that exhibit ‘high concentration’, and we can conclude that no AEC applies. 

9. Category 6 routes cannot be identified as ‘not constrained by rail or tram’ using the 
filters set out in Appendix 11.2. It is possible that, on some of the flows that make up 
these routes, local bus passengers face a choice of an alternative rail, tram or metro 
service. For routes in this category an AEC may or may not apply. 

TABLE 11.1   Categories of routes by test result 

Category 
3.2 km 

overlap? 
90% 

overlap 

Can we dismiss 
possibility that 

this is a one-bus 
route? 

Is this route 
identified as ‘not 
constrained by 

rail or tram’ Notes 

    
 

 1  No  No  Yes  Yes AEC highly likely 

2  Yes  No  No  Yes Possible AEC—but may have some head-to-
head competition from a rival local bus service 
and/or be a ‘thin’ route 

3  No  No  No  Yes Possible AEC—but may be a ‘thin’ route  

4  Yes  No  Yes  Yes Possible AEC—but may have some head-to-
head competition from a rival local bus service 

5    Yes    Yes AEC unlikely—most flows are likely to face 
head-to-head competition from a rival local bus 
service 

6 N/A N/A N/A No Possible AEC—but may be constrained by a rail 
or tram service 

Source:  CC. 
 

Note:  N/A = not applicable. 

10. There are nearly 18,000 individual routes in the reference area. We therefore present 
our route-level results for individual Urban Areas (see Annex A). Urban Areas refer to 
cities or towns (or groups of nearby cities or towns) and their nearby suburbs which 
have a highly interconnected bus network that is in some sense distinct from the 
wider bus network. There are 239 such areas in the reference area. The full 
methodology used to construct these areas—setting out how groups of towns with a 
relatively distinct network of local bus services were identified—is set out in Appendix 
4.2. A full list of the names of the settlements contained within each Urban Area, and 
some illustrated examples of the areas, are given as annexes to that appendix. 

11. Around 92 per cent of all routes in the reference area, at some point, pass through 
one of these Urban Areas (after weighting routes by their total weekly frequency), 
and the Urban Areas which we have defined account for 70 per cent of the total 
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population of the reference area.2

12. FirstGroup said that the classification exercise summarized in Table 1 made no 
allowance for potential competition. FirstGroup provided an analysis which it said 
illustrated the impact of accounting for potential competition on the CC’s estimate of 
the detriment, and this showed that the overall scale of the detriment would be 
reduced by between 45 and 51 per cent if three filters

 However, the remaining 8 per cent of routes do not 
pass through an Urban Area. In Annex B we provide the results of or classification 
exercise for these routes by LTA. 

3

13. Stagecoach said that in order to determine the extent of AEC across Urban Areas, 
the proportion of Urban Areas where Category 1 routes account for more than 50 per 
cent of routes in the areas should be considered. Stagecoach said that calculations 
on this basis show only 30 per cent of Urban Areas are highly likely to be subject to 
an AEC. We did not agree that the approach suggested by Stagecoach was 
appropriate. We see no reason, having identified an AEC using the route 
categorization methodology, to then disregard it in the basis of an arbitrary threshold 
for the proportion of routes in an Urban Area that are subject to an AEC. 

 were applied to identify those 
services constrained by potential competition. In paragraph 11.25, we note that 
potential competition (and new entry) are weaker constraints than that provided by 
head-to-head competition. It is therefore inappropriate to assume that there is no 
AEC on routes that may be subject to potential competition. In addition, as set out in 
paragraph 11.25, there are other factors in addition to shares of supply which will 
affect the constraint from potential competition. The filters proposed by FirstGroup do 
not take these other factors into account. 

Results of the route classification exercise 

14. In Annex A, we present a table which shows the categorization of routes within each 
Urban Area. In the majority of areas, a significant number of routes fall into category 1. 
These routes typically account for a significant proportion of the total bus services in 
the Urban Area, as illustrated in Figure 1. 

 
 
2 We would expect some people living in the areas surrounding Urban Areas to use local bus services which pass through the 
Urban Areas, and these individuals will not be included in this figure. 
3 These three filters are: all services in urban areas where the share of weekly services of the largest operator was below a set 
threshold, all services in urban areas where the second largest operator provided more than 25 per cent of weekly services; 
and all services run by smaller operators in urban areas where the largest operator provided a share of weekly services in 
excess of a threshold. 
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FIGURE 1 

The frequency-weighted proportion of routes 
identified as category 1 by Urban Area 

 
Source:  CC analysis of Traveline data for October 2009. 
Note:  This chart shows a bar for each of the 239 Urban Areas. However, only a selection of Urban Area 
names are shown on the horizontal axis, see Annex A for the results of all areas. 

15. There are seven Urban Areas4

16. The number of routes and the proportion of services accounted for by category 5 is 
typically very small. Only a few Urban Areas having a significant proportion of 
services accounted for by category 5 routes. The Urban Area with the highest propor-
tion of category 5 routes is Redditch with just under 56 per cent of its services in 
category 5, followed by Kings Lynn with 28 per cent and Amersham/Chesham with 
19 per cent. There are eight Urban Areas with more than 10 per cent of their total 
services accounted for by category 5 routes. The distribution of Urban Areas by the 
proportion of services in category 5 is illustrated in Figure 2. 

 in which no route falls into category 1 and there are a 
further 20 Urban Areas where the proportion of services identified as category 1 is 
less than 10 per cent. In the remaining 212 Urban Areas, more than 10 per cent of 
services are on category 1 routes.  

 
 
4 Bicester, Bishop’s Stortford, Caterham and Warlingham, Cumbernauld, Great Malvern, Letchworth and Livingston. 
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FIGURE 2 

The frequency weighted proportion of routes 
identified as category 5 by Urban Area 

 
Source:  CC analysis of Traveline data for October 2009. 
Note:  This chart shows a bar for each of the 239 Urban Areas. However, only a selection of Urban Area 
names are shown on the horizontal axis, see Annex A for the results of all areas. 

17. Our data does not allow us to determine whether or not those routes which do not fall 
into either category 1 or category 5 face effective head-to-head competition from a 
rival (or whether or not they are capable of supporting such competition). 

18. The largest share of these routes fall into category 6. These are routes that may 
potentially be constrained by a rail or tram service (making up around 48 per cent of 
all category 2, 3, 4 and 6 routes in the reference area, after weighting for frequency). 
As we set out in Appendix 11.2, although some of these routes may well be 
effectively constrained by a rival tram or rail service, many will not be. However, 
because of the limitations of the data available to us, we are unable to distinguish 
between those routes in this category which are likely to be effectively constrained, 
and those which are not.  

19. For routes in categories 2 and 3 (21 per cent of all category 2, 3, 4 and 6 routes in 
the reference area, after weighting by frequency), we cannot dismiss the possibility 
that the route is operated using a single vehicle. As set out in paragraphs 8.28 to 
8.32, the assumptions underpinning this assessment are conservative and we would 
expect the proportion of services operated using a single vehicle to be lower in 
practice than the proportion for which we cannot dismiss the possibility.5

 
 
5 For example, in the case of category 3 routes, if the service is or could be served by more than one vehicle then the 
conditions would apply to classify it as a category 1 route where an AEC is highly likely.  
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20. In addition, a substantial proportion of routes fall into category 4 (some 31 per cent of 
all category 2, 3, 4 and 6 routes in the reference area, after weighting for frequency). 
These are routes which have timetables which are sufficiently frequent that they are 
very unlikely to be served by a single vehicle. They face at least one overlap of 
3.2 km or more from a rival service with a regularly overlapping timetable, but no 
overlap covering 90 per cent or more of their length. As such, it is likely that some but 
not all passengers on these routes have a choice of operator. 

21. Because we do not know the importance of different flows along the length of a route, 
we are not able to determine definitively the extent of head-to-head competition on 
these routes. Nevertheless, in order to get a sense of the likelihood that the routes in 
this category face effective head-to-head competition, we considered the proportion 
of these routes that is overlapped by a rival’s service. If only a small proportion of a 
route’s length is overlapped, this would suggest that it only faces head-to-head 
competition for a small proportion of its passengers (and therefore revenues), all else 
equal. As such, if this is the case, it is unlikely that that route will face effective head-
to-head competition. 

22. Very short overlaps will not generally offer passengers a choice of operators, 
because in such cases the journeys passengers intend to make will be longer than 
the stretch of the route served by both operators (see Appendix 8.1 paragraphs 25 to 
29). Given this, rather than calculating the proportion of each route that faces any 
overlap from any rival service, we restrict our attention to rival services that overlap 
for a distance of at least 3.2 km in total, and calculate the proportion of each route 
that is overlapped by any such rival service. NTS data for the reference area as a 
whole shows that more than two-thirds of passengers make journeys that are 3.2 km 
or longer, and so on average we would expect that at least two-thirds of passengers 
travelling on that part of a route which does not face such overlap will not have a 
choice of operators for their journey. More detail on the methodology we have used 
to derive this measure of overlap is set out in detail in Appendix 8.1. 

23. Figure 3 shows the distribution of category 4 routes in the reference area according 
to the value of this overlap measure. It shows that the mean proportion of a category 
4 route that is overlapped by a rival operator’s service that in total overlaps that route 
for 3.2 km or more is 50.7 per cent, with a median of 47.5 per cent.  
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FIGURE 3 

The distribution of category 4 routes by the 
proportion of the route that is overlapped 

 
Source:  CC analysis of Traveline data for 2009. 

24. We do not know what proportion of passenger revenues are associated with the 
parts of the route which are and are not overlapped. Nevertheless, because we 
would expect at least some passenger journeys to begin or end from most points 
along a route, the figure suggests that for many category 4 routes a substantial 
proportion of passenger flows are unlikely to face head-to-head competition.  

25. Therefore we conclude that it is very unlikely that all the routes that lie outside 
categories 1 and 5 face effective head-to-head competition. In addition, our finding 
that the mean proportion of a category 4 route that is overlapped is 50.7 per cent, 
with a median of 47.5 per cent, indicates that on many of these routes a substantial 
proportion of passengers are likely to have no choice of operator. It is extremely 
unlikely that all passengers on these routes are subject to head-to-head competition. 

Routes that do not pass through an Urban Area 

26. As noted above in paragraph 11, 8 per cent of services in the reference area do not 
pass through an Urban Area and so will not be included in the analysis set out above. 
We refer to these routes as ‘non-urban’ routes. For these routes, we use the LTA as 
our geographic unit of aggregation to assess competitive conditions on individual 
non-urban routes. 

27. There are a number of LTAs for which there are very few non-urban routes. There 
are 15 LTAs in which there are no ‘non-urban’ routes at all. There are a further 
43 LTAs where the proportion of routes classified as non-urban is less than 10 per 
cent. However, there are also many LTAs where the proportion of routes in the non-
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urban category is very high, including six LTAs where all the routes within the LTA 
are classified as non-urban. 

28. Annex B provides a list of LTAs giving the proportion of routes that are classified as 
non-urban and the proportion of those routes that fall into each of the five categories 
set out in Table 1. 

29. Of 117 LTAs in the reference area that have at least one non-urban route, 29 LTAs 
have no category 1 non-urban routes. There are eight LTAs where more than one-
third of the non-urban routes in the LTA are within category 1. 

30. Of the 117 LTAs with at least one non-urban route, 52 LTAs have no category 5 non-
urban routes. There are two LTAs where one-third or more of the non-urban routes in 
the LTA are within category 5. 
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ANNEX A 

Results of the route classification exercise by Urban Area 

      

per cent 
 

Urban area Largest operator 
Share of 
supply 

Second largest 
operator 

Share of 
supply Proportion of routes (by category) 

Frequency weighted proportion of routes (by 
category) 

     
1 2 3 4 5 6 1 2 3 4 5 6 

                                  
Aberdare Stagecoach 50.1 Glamorgan Bus & 

Coach 
21.0 11.1 8.3 38.9 2.8 0.0 38.9 21.3 6.0 32.7 2.1 0.0 37.9 

Aberdeen FirstGroup 64.9 Stagecoach 34.3 33.8 13.5 13.5 25.7 2.7 10.8 72.0 0.7 1.2 19.3 0.2 6.6 
Abergele/Rhyl/ 

Prestatyn 
Arriva 79.5 P & O Lloyd 7.3 9.1 27.3 30.3 9.1 3.0 21.2 16.4 3.0 10.4 19.1 0.2 51.0 

Abingdon Go-Ahead 60.6 Stagecoach 12.1 20.0 25.0 25.0 30.0 0.0 0.0 42.2 1.4 7.6 48.8 0.0 0.0 
Accrington Transdev 54.4 Rossendale 

Transport 
18.3 4.3 24.6 27.5 4.3 2.9 36.2 16.1 1.9 8.8 15.2 1.6 56.6 

Aldershot Stagecoach 67.4 Fleet Buzz 18.0 13.3 25.3 13.3 5.3 4.0 38.7 25.8 1.9 4.5 7.5 0.8 59.5 
Alfreton Urban Area Wellglade 72.3 Doyles 11.2 10.2 38.8 12.2 24.5 6.1 8.2 18.2 4.4 6.0 46.8 0.5 24.1 
Amersham/Chesham Carousel Buses 40.9 Arriva 35.8 7.1 17.9 32.1 7.1 10.7 25.0 8.2 4.4 10.0 22.7 19.2 35.5 
Andover Stagecoach 84.6 Go-Ahead 7.8 18.2 15.9 45.5 15.9 2.3 2.3 46.6 6.2 20.5 18.9 6.5 1.4 
Ardrossan Stagecoach 99.1 Shuttlebus 0.9 16.7 0.0 16.7 0.0 0.0 66.7 25.5 0.0 4.0 0.0 0.0 70.5 
Ashford Stagecoach 85.1 Kent Top Travel 6.4 29.7 27.0 10.8 16.2 0.0 16.2 68.0 3.7 10.6 4.5 0.0 13.2 
Aylesbury Arriva 62.4 Z & S International 16.8 17.0 39.6 7.5 11.3 1.9 22.6 41.0 5.3 5.7 21.0 7.3 19.7 
Ayr Stagecoach 97.5 Smiths Coaches 2.2 44.4 0.0 5.6 2.8 0.0 47.2 55.4 0.0 3.1 2.2 0.0 39.3 
Banbury Stagecoach 71.4 Johnsons Coach 

and Bus Travel 
7.4 17.1 29.3 7.3 24.4 12.2 9.8 44.6 3.3 23.1 24.9 0.6 3.6 

Barnsley Stagecoach 77.2 Arriva 10.1 11.1 22.2 17.2 17.2 8.1 24.2 27.6 6.4 5.0 25.4 2.0 33.6 
Barnstaple Stagecoach 46.1 FirstGroup 36.0 16.4 30.9 14.5 29.1 7.3 1.8 21.7 3.4 8.8 61.6 4.0 0.4 
Barrow-in-Furness Stagecoach 100.0     35.7 0.0 17.9 3.6 0.0 42.9 58.7 0.0 8.3 0.5 0.0 32.6 
Barry Cardiff Bus 63.3 Veolia Transport 14.9 4.5 27.3 0.0 9.1 4.5 54.5 3.0 18.4 0.0 2.7 8.6 67.2 
Basildon FirstGroup 71.1 NIBS 12.2 9.5 19.0 7.9 0.0 6.3 57.1 22.7 3.7 6.9 0.0 1.5 65.1 
Basingstoke Stagecoach 90.5 Courtney Coaches 5.4 34.2 7.9 28.9 10.5 0.0 18.4 70.3 1.2 4.6 3.3 0.0 20.6 
Bath FirstGroup 82.0 Rotala 8.8 22.4 28.2 10.6 27.1 3.5 8.2 46.9 1.5 7.3 38.5 0.7 5.1 
Bedford Stagecoach 84.5 Arriva 5.3 32.9 30.0 17.1 7.1 0.0 12.9 77.3 1.3 4.8 8.5 0.0 8.1 
Bicester Grayline Coaches 28.9 Arriva 27.6 0.0 21.1 42.1 15.8 5.3 15.8 0.0 3.8 37.7 25.3 2.9 30.3 
Birkenhead Arriva 47.0 FirstGroup 22.6 5.0 12.9 12.9 12.9 2.9 53.2 4.5 3.5 5.6 10.2 3.9 72.4 
Birmingham National Express 76.4 Rotala 12.3 18.8 18.4 12.0 12.7 4.8 33.3 35.6 1.8 2.8 12.1 3.8 43.9 
Bishop’s Stortford Excel Coaches 44.7 Arriva 26.5 0.0 26.7 10.0 16.7 0.0 46.7 0.0 2.7 2.6 10.8 0.0 84.0 
Blackburn Transdev 65.9 Tyrer Tours 7.2 7.5 27.5 13.3 4.2 7.5 40.0 18.2 4.9 9.6 11.5 0.9 54.9 
Blackpool Blackpool 

Transport 
72.4 Stagecoach 19.4 1.3 24.0 9.3 1.3 17.3 46.7 5.3 1.5 2.6 0.7 1.0 88.9 

Blyth Arriva 74.4 Go-Ahead 21.4 8.8 29.4 8.8 32.4 2.9 17.6 15.0 2.2 9.8 34.7 2.9 35.4 
Bognor Regis Stagecoach 92.5 Minerva Accord 3.7 7.4 18.5 25.9 0.0 0.0 48.1 40.1 0.9 4.3 0.0 0.0 54.7 
Bolton FirstGroup 60.6 Arriva 14.7 16.8 24.3 10.3 16.8 6.5 25.2 32.9 2.7 5.0 17.2 5.8 36.4 
Borehamwood Uno 34.6 Sullivan Buses 24.6 4.8 14.3 9.5 28.6 0.0 42.9 5.8 1.0 0.8 46.3 0.0 46.0 
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Boston Brylaine Travel 58.6 Kimes 19.2 2.2 45.7 17.4 10.9 2.2 21.7 8.9 16.4 32.0 18.1 0.7 23.9 
Bournemouth Go-Ahead 54.4 Transdev 38.7 12.8 38.4 18.9 17.1 4.9 7.9 32.4 5.2 6.5 34.4 0.9 20.6 
Bracknell FirstGroup 66.0 Courtney Coaches 26.5 17.2 17.2 37.9 6.9 0.0 20.7 23.8 2.0 41.6 2.3 0.0 30.4 
Bradford FirstGroup 76.1 Arriva 12.7 38.9 5.6 11.1 11.1 2.2 31.1 58.7 0.4 1.9 10.6 1.0 27.4 
Braintree FirstGroup 65.2 Excel Coaches 12.6 25.0 20.8 12.5 20.8 4.2 16.7 36.8 4.5 0.6 41.8 0.4 15.8 
Brentwood FirstGroup 65.3 Imperial Bus 

Company 
14.3 17.6 35.3 8.8 8.8 14.7 14.7 55.3 7.2 7.8 13.9 2.2 13.5 

Bridgend FirstGroup 71.0 Veolia Transport 10.3 11.4 13.6 15.9 11.4 0.0 47.7 9.8 11.4 10.9 16.0 0.0 52.0 
Bridgwater FirstGroup 78.0 Webberbus 18.5 21.9 40.6 9.4 25.0 3.1 0.0 57.6 4.9 1.9 34.8 0.8 0.0 
Bridlington East Yorkshire 

Motor Services 
93.5 Phoenix Bus 3.6 9.1 9.1 40.9 4.5 4.5 31.8 20.7 1.9 44.0 1.9 0.6 30.8 

Brighton Go-Ahead 88.4 Stagecoach 6.8 26.7 6.0 26.7 3.4 0.9 36.2 50.0 0.2 3.4 3.8 0.0 42.6 
Bristol FirstGroup 77.3 Rotala 16.8 23.6 32.1 11.3 14.2 2.4 16.5 60.5 2.6 1.4 18.1 0.2 17.2 
Brynmawr/Ebbw Vale Stagecoach 78.0 Clarkes Coaches 20.4 12.0 12.0 32.0 8.0 0.0 36.0 10.2 0.5 22.8 6.4 0.0 60.0 
Burnley Transdev 66.1 Tyrer Tours 15.4 8.4 26.3 17.9 3.2 4.2 40.0 23.4 2.5 6.5 10.8 2.2 54.6 
Burton Upon Trent Arriva 64.4 Wellglade 17.3 10.5 18.4 10.5 36.8 5.3 18.4 16.3 2.8 2.7 51.3 9.4 17.6 
Bury FirstGroup 66.0 Rossendale 

Transport 
20.6 12.3 21.1 5.3 29.8 5.3 26.3 18.7 1.9 2.0 34.5 0.5 42.6 

Bury St Edmunds FirstGroup 24.8 Mulleys 
Motorways 

15.9 13.9 38.9 8.3 16.7 9.7 12.5 47.4 7.4 2.7 14.4 18.5 9.6 

Caerphilly Stagecoach 76.7 Harris 9.1 3.8 0.0 34.6 3.8 7.7 50.0 17.9 0.0 25.0 2.2 0.2 54.7 
Camborne/Redruth FirstGroup 96.8 Hopleys Coaches 2.9 13.6 9.1 4.5 4.5 0.0 68.2 16.3 0.7 0.4 2.9 0.0 79.7 
Cambridge/Milton Stagecoach 92.3 Whippet Coaches 6.7 35.0 23.3 8.3 23.3 1.7 8.3 82.8 1.3 2.2 12.3 0.1 1.4 
Cannock Arriva 79.8 National Express 13.5 20.6 14.7 23.5 20.6 0.0 20.6 35.2 3.4 3.3 31.9 0.0 26.1 
Canterbury Stagecoach 67.4 Kent Top Travel 29.6 18.1 14.9 23.4 1.1 2.1 40.4 54.0 1.2 8.8 0.7 0.3 35.1 
Cardiff Cardiff Bus 68.9 Stagecoach 16.9 24.6 15.4 7.7 9.2 0.0 43.1 52.9 2.4 1.5 7.7 0.0 35.4 
Carlisle Stagecoach 87.8 FirstGroup 7.0 28.8 0.0 7.7 21.2 5.8 36.5 65.6 0.0 2.1 13.6 0.4 18.3 
Castleford Arriva 74.5 Stringers 

Pontefract 
Motorways 

8.4 9.7 6.5 0.0 38.7 0.0 45.2 16.8 0.7 0.0 38.1 0.0 44.3 

Caterham and 
Warlingham 

Arriva 45.0 Go-Ahead 23.1 0.0 5.3 15.8 5.3 0.0 73.7 0.0 1.8 11.8 6.1 0.0 80.3 

Chatham Arriva 85.7 The Kings Ferry 5.7 21.2 27.3 17.2 7.1 1.0 26.3 64.3 3.2 6.9 8.0 0.3 17.2 
Chelmsford FirstGroup 81.3 Regal Busways 8.3 22.9 17.1 11.4 14.3 1.4 32.9 45.7 1.5 1.9 25.9 0.1 24.9 
Cheltenham Stagecoach 77.5 Bennetts 7.0 20.0 28.6 35.7 2.9 4.3 8.6 59.5 1.8 12.0 2.0 7.1 17.7 
Cheshunt Arriva 63.3 ComfortDelGro 11.6 8.1 10.8 21.6 10.8 2.7 45.9 26.4 5.5 6.9 13.7 0.1 47.5 
Chester Arriva 46.9 FirstGroup 36.7 22.2 13.6 11.1 29.6 3.7 19.8 41.6 1.9 6.6 29.6 0.9 19.5 
Chesterfield Stagecoach 77.1 Wellglade 18.9 19.6 29.0 18.7 17.8 4.7 10.3 58.2 4.3 4.7 26.0 0.3 6.5 
Chippenham Fosseway 

Coaches 
30.1 FirstGroup 24.0 11.8 26.5 20.6 35.3 2.9 2.9 26.7 2.7 8.9 56.5 0.1 5.0 

Chipping Sodbury Rotala 40.8 FirstGroup 38.0 17.4 26.1 4.3 39.1 0.0 13.0 20.4 9.2 1.9 59.1 0.0 9.4 
Chorley Stagecoach 65.6 Arriva 13.9 6.0 41.8 6.0 3.0 17.9 25.4 29.2 8.3 10.9 6.1 4.5 40.9 
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Clacton-on-Sea FirstGroup 80.4 Hedingham 

Omnibuses 
19.6 18.5 14.8 18.5 3.7 7.4 37.0 33.1 9.8 16.4 2.0 0.6 38.0 

Coalville Arriva 89.3 Roberts Tours 6.4 22.2 11.1 11.1 44.4 11.1 0.0 41.6 2.1 0.7 51.8 3.8 0.0 
Coatbridge FirstGroup 40.0 Henderson Travel 12.5 2.3 20.5 31.8 4.5 2.3 38.6 3.4 11.9 22.3 2.7 0.4 59.3 
Colchester FirstGroup 65.3 Arriva 22.6 15.5 27.4 15.5 11.9 0.0 29.8 47.8 4.3 4.1 18.1 0.0 25.6 
Colwyn Bay Arriva 93.1 Voel Coaches 6.4 8.3 0.0 16.7 8.3 0.0 66.7 5.6 0.0 6.7 1.9 0.0 85.7 
Connah’s Quay/ 

Shotton 
Arriva 60.8 GHA Coaches 15.6 13.3 24.4 2.2 33.3 4.4 22.2 32.1 3.2 0.6 37.1 0.3 26.7 

Corby Stagecoach 87.4 Judge’s Mini 
Coaches 

8.3 27.8 0.0 55.6 11.1 0.0 5.6 60.2 0.0 28.7 7.7 0.0 3.5 

Coventry National Express 61.4 Stagecoach 21.5 14.8 29.5 18.1 24.2 3.4 10.1 31.9 2.7 3.3 46.6 0.7 14.8 
Crawley Go-Ahead 71.2 Transdev 11.5 8.1 18.9 23.0 4.1 2.7 43.2 26.4 10.1 8.7 7.3 1.9 45.7 
Crewe Arriva 43.4 D&G Coach & Bus 39.8 27.5 10.0 45.0 10.0 5.0 2.5 55.4 2.2 27.1 10.9 2.0 2.5 
Cumbernauld FirstGroup 49.9 Stagecoach 26.3 0.0 21.3 10.6 19.1 0.0 48.9 0.0 9.0 8.5 38.8 0.0 43.6 
Cwmbran Stagecoach 91.3 Veolia Transport 3.0 20.4 12.2 44.9 10.2 2.0 10.2 56.5 2.3 22.0 7.0 0.2 12.1 
Dalkeith Lothian Buses 59.4 FirstGroup 35.5 12.5 25.0 9.4 53.1 0.0 0.0 33.4 2.8 3.9 59.8 0.0 0.0 
Darlington Arriva 96.2 Scarlet Band 3.3 41.5 7.5 18.9 24.5 3.8 3.8 77.4 1.1 3.5 16.0 0.3 1.6 
Dartford Arriva 85.6 East London Bus 

Group 
10.4 17.1 9.8 7.3 4.9 0.0 61.0 34.5 1.3 0.7 6.2 0.0 57.3 

Derby Wellglade 58.0 Arriva 36.2 23.4 25.5 17.7 17.0 10.6 5.7 55.9 1.5 4.7 28.2 5.0 4.8 
Doncaster FirstGroup 70.2 Stagecoach 17.5 16.0 26.1 18.5 21.8 3.4 14.3 40.7 2.4 11.8 25.8 1.2 18.1 
Dover Stagecoach 96.2 Kent Top Travel 3.0 29.0 6.5 19.4 3.2 0.0 41.9 65.6 0.5 12.2 1.8 0.0 19.9 
Dumbarton FirstGroup 48.2 Loch Lomond Bus 

Services 
37.2 3.6 10.7 17.9 14.3 0.0 53.6 3.4 3.8 11.4 11.0 0.0 70.5 

Dumfries Stagecoach 91.5 Houston’s 
Minicoaches 

5.7 20.8 20.8 22.9 16.7 4.2 14.6 40.6 2.7 35.6 7.4 0.5 13.1 

Dundee National Express 66.4 Stagecoach 30.7 23.5 15.9 4.5 21.2 0.8 34.1 60.7 0.8 1.9 14.2 0.0 22.3 
Dunfermline Stagecoach 98.2 Fisher Tours 0.8 16.9 9.9 22.5 8.5 0.0 42.3 25.8 1.4 5.8 16.4 0.0 50.5 
Durham Arriva 53.7 Go-Ahead 28.0 33.3 8.7 20.3 21.7 2.9 13.0 55.4 0.6 3.0 26.2 0.8 14.0 
Eastbourne Stagecoach 76.7 Go-Ahead 18.0 17.9 17.9 10.3 2.6 0.0 51.3 51.1 1.1 4.3 0.9 0.0 42.7 
Edinburgh Lothian Buses 75.1 FirstGroup 17.4 17.5 7.2 4.8 33.1 0.0 37.3 38.4 0.2 0.5 21.3 0.0 39.5 
Epsom and Ewell Quality Line 41.5 Go-Ahead 40.8 4.9 12.2 12.2 0.0 0.0 70.7 21.3 1.1 9.5 0.0 0.0 68.1 
Esher/Molesey Transdev 65.9 Abellio 32.1 5.9 11.8 17.6 0.0 0.0 64.7 40.8 0.9 1.7 0.0 0.0 56.6 
Exeter Stagecoach 90.3 Dartline Coaches 5.4 25.3 9.2 20.7 17.2 0.0 27.6 59.0 0.5 2.2 12.1 0.0 26.2 
Exmouth Stagecoach 92.0 Dartline Coaches 8.0 30.8 0.0 38.5 0.0 0.0 30.8 30.3 0.0 24.6 0.0 0.0 45.1 
Falkirk FirstGroup 88.7 Bryans Coaches 3.0 18.0 13.1 11.5 14.8 3.3 39.3 37.1 4.8 3.1 14.0 1.2 39.8 
Fareham/Portchester FirstGroup 96.3 Stagecoach 3.2 26.3 14.0 35.1 1.8 0.0 22.8 54.5 1.1 18.3 3.2 0.0 22.9 
Folkestone Stagecoach 96.9 Poynters Coaches 1.9 35.5 12.9 25.8 3.2 3.2 19.4 78.7 0.9 6.7 1.9 0.1 11.7 
Glasgow FirstGroup 54.3 Arriva 13.3 6.9 5.7 9.0 10.2 3.9 64.2 9.9 1.3 2.4 11.2 7.9 67.2 
Glenrothes Stagecoach 89.6 Moffat & 

Williamson 
9.6 38.3 14.9 17.0 4.3 4.3 21.3 58.9 3.9 12.1 0.6 3.2 21.2 

Glossop/Hollingworth Stagecoach 52.4 Speedwellbus 
Limited 

36.8 5.0 15.0 5.0 5.0 15.0 55.0 6.2 1.2 0.4 2.7 1.2 88.4 

Gloucester Stagecoach 81.4 Swanbrook 5.8 23.3 32.9 11.0 17.8 4.1 11.0 46.6 6.3 1.3 22.4 0.1 23.3 
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Coaches 

Grantham Centrebus 41.4 Stagecoach 19.5 2.4 39.0 7.3 24.4 12.2 14.6 12.2 9.5 7.5 54.6 3.3 13.0 
Gravesend Arriva 93.9 Nu-Venture 2.5 10.0 16.7 0.0 0.0 3.3 70.0 29.4 1.1 0.0 0.0 0.2 69.4 
Grays Ensign Bus 48.8 FirstGroup 20.7 16.0 8.0 4.0 16.0 0.0 56.0 28.5 0.4 0.3 21.5 0.0 49.3 
Great Malvern FirstGroup 46.4 Rotala 23.7 0.0 26.7 0.0 26.7 0.0 46.7 0.0 6.8 0.0 29.2 0.0 64.0 
Great Yarmouth FirstGroup 68.4 Anglian Bus & 

Coach 
14.7 10.5 44.7 0.0 28.9 2.6 13.2 32.7 15.4 0.0 42.5 1.8 7.6 

Greenock McGill’s Bus 
Service 

67.5 C & M Coaches 10.4 20.0 4.4 17.8 0.0 0.0 57.8 42.6 0.8 8.2 0.0 0.0 48.4 

Grimsby Stagecoach 99.3 Amvale 0.5 28.2 25.6 17.9 0.0 0.0 28.2 74.2 1.6 8.6 0.0 0.0 15.6 
Guildford Arriva 61.1 Stagecoach 17.4 14.9 12.2 20.3 10.8 5.4 36.5 35.4 0.7 4.7 22.0 3.0 34.2 
Halifax FirstGroup 73.6 Halifax Joint 

Committee 
11.1 31.6 15.2 24.1 16.5 6.3 6.3 50.8 6.6 5.6 18.5 7.2 11.4 

Hamilton FirstGroup 60.8 Whitelaw Coaches 13.7 11.6 7.0 14.0 7.0 0.0 60.5 16.9 2.3 5.6 2.9 0.0 72.2 
Harlow/ 

Sawbridgeworth 
Arriva 60.9 SM Coaches 23.2 12.2 24.5 18.4 30.6 2.0 12.2 28.6 4.3 4.5 46.5 1.2 14.9 

Harrogate/ 
Knaresborough 

Transdev 93.8 Harrogate Coach 
Travel 

5.3 21.3 17.0 44.7 2.1 0.0 14.9 59.4 0.8 20.6 12.2 0.0 6.9 

Hartlepool Stagecoach 61.8 Arriva 27.2 25.0 15.0 22.5 27.5 2.5 7.5 43.8 1.6 6.1 23.2 0.1 25.2 
Hastings Stagecoach 75.6 Renown Coaches 9.2 19.7 29.6 18.3 7.0 0.0 25.4 55.0 5.6 6.3 4.4 0.0 28.7 
Hatfield Uno 67.8 Arriva 22.7 18.8 12.9 18.8 9.4 1.2 38.8 31.1 2.0 6.6 18.1 0.1 42.1 
Hemel Hempstead Arriva 59.8 Uno 13.9 19.0 17.5 22.2 6.3 6.3 28.6 23.3 2.3 5.1 13.6 0.5 55.3 
Hereford FirstGroup 42.8 Stagecoach 20.6 15.1 32.6 22.1 9.3 15.1 5.8 37.5 4.8 16.4 17.1 2.4 21.7 
Herne Bay Stagecoach 81.3 Kingsman 

International 
6.1 5.1 30.8 12.8 2.6 2.6 46.2 9.9 5.7 2.5 0.4 0.5 81.0 

Hertford/Ware Arriva 44.5 Centrebus 26.6 8.6 2.9 22.9 5.7 2.9 57.1 6.9 0.3 15.1 6.8 1.1 69.9 
High Wycombe Arriva 77.0 Carousel Buses 18.9 19.4 30.6 8.3 12.5 5.6 23.6 56.6 4.7 5.7 8.7 5.2 19.2 
Higham Ferrers/ 

Rushden 
Stagecoach 77.4 Expresslines 22.4 33.3 20.0 40.0 0.0 6.7 0.0 76.3 1.1 22.0 0.0 0.7 0.0 

Hinckley Stagecoach 37.9 Centrebus 35.1 13.6 13.6 36.4 27.3 4.5 4.5 11.6 3.6 14.6 68.4 1.6 0.0 
Hitchin Arriva 50.6 Centrebus 27.4 3.4 24.1 6.9 31.0 0.0 34.5 18.4 8.9 5.3 30.0 0.0 37.4 
Horsham Go-Ahead 72.5 Compass Travel 

(Sussex) 
15.1 7.0 34.9 27.9 9.3 0.0 20.9 29.1 3.6 11.5 7.6 0.0 48.1 

Huddersfield FirstGroup 65.6 Centrebus 
Holdings 

17.9 18.2 10.7 26.4 13.2 6.6 24.8 35.5 3.5 9.9 13.7 2.3 35.1 

Inverness Stagecoach 93.8 D & E Coaches 2.5 38.8 11.9 9.0 13.4 0.0 26.9 70.8 1.9 2.5 3.7 0.0 21.1 
Ipswich Ipswich Buses 48.4 FirstGroup 36.7 25.4 25.4 9.0 18.0 5.7 16.4 57.1 4.6 5.4 29.0 0.6 3.4 
Irvine Stagecoach 98.6 Shuttlebus 1.4 24.0 4.0 16.0 4.0 0.0 52.0 43.1 0.1 7.7 1.3 0.0 47.8 
Islwyn Urban Area Stagecoach 55.5 Islwyn Borough 

Transport 
24.5 1.9 5.6 29.6 5.6 5.6 51.9 2.3 2.3 17.7 7.0 8.5 62.1 

Keighley Transdev 95.8 Jacksons of 
Silsden Ltd 

2.7 17.0 14.9 34.0 12.8 0.0 21.3 26.4 2.3 21.9 12.0 0.0 37.5 

Kettering Stagecoach 93.1 Judge’s Mini 
Coaches 

6.7 38.1 9.5 42.9 4.8 0.0 4.8 65.8 0.5 24.0 6.0 0.0 3.7 
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Kidderminster FirstGroup 51.1 East Yorkshire 

Motor Services 
33.8 13.3 26.7 15.6 17.8 6.7 20.0 25.2 5.4 11.4 41.0 5.3 11.7 

Kilmarnock Stagecoach 97.5 Shuttlebus 1.6 10.3 7.7 23.1 0.0 0.0 59.0 21.9 0.4 12.4 0.0 0.0 65.3 
King’s Lynn Norfolk Green 58.2 FirstGroup 34.4 11.1 44.4 6.7 20.0 13.3 4.4 19.0 4.4 6.0 41.8 27.6 1.2 
Kingston upon Hull Stagecoach 57.1 East Yorkshire 

Motor Services 
42.9 20.6 15.0 21.5 26.2 2.8 14.0 30.6 2.3 3.6 47.6 3.5 12.4 

Kirkcaldy Stagecoach 99.6 Fisher Tours 0.4 29.4 7.8 21.6 3.9 0.0 37.3 48.2 0.5 8.0 5.3 0.0 38.0 
Lancaster Stagecoach 91.0 Travellers Choice 3.8 26.8 25.4 14.1 5.6 19.7 8.5 70.7 3.3 7.9 3.1 1.9 13.0 
Leeds FirstGroup 65.6 Arriva 26.1 37.0 4.9 14.1 15.8 1.6 26.6 56.5 0.2 3.7 13.7 0.1 25.8 
Leicester Arriva 49.0 FirstGroup 31.4 31.0 13.8 2.6 39.7 8.6 4.3 40.2 1.1 0.7 46.0 8.0 3.9 
Leigh FirstGroup 46.7 Jim Stones 

Coaches 
16.3 13.8 18.5 21.5 23.1 9.2 13.8 34.9 4.3 12.2 24.2 0.9 23.5 

Leighton Buzzard Arriva 43.3 Grant Palmer 26.0 13.6 27.3 22.7 13.6 0.0 22.7 16.3 13.8 24.4 18.4 0.0 27.2 
Letchworth Arriva 60.1 Centrebus 24.6 0.0 37.0 7.4 11.1 3.7 40.7 0.0 6.0 21.3 8.9 0.8 63.1 
Lincoln Stagecoach 89.6 P C Coaches 6.5 14.6 45.5 12.2 8.1 5.7 13.8 67.9 7.1 2.8 11.9 1.5 8.7 
Liverpool Arriva 60.8 Stagecoach 17.8 7.2 11.5 10.0 12.5 6.9 52.0 11.6 2.9 3.5 16.0 5.9 60.0 
Livingston FirstGroup 50.8 E & M Horsburgh 15.0 0.0 24.8 6.9 22.8 6.9 38.6 0.0 11.3 7.7 25.0 8.0 48.0 
Llanelli FirstGroup 95.8 Veolia Transport 2.3 17.2 6.9 34.5 10.3 3.4 27.6 22.3 1.1 13.4 14.8 0.4 48.0 
Loughborough Wellglade 39.2 Centrebus 20.9 16.0 16.0 20.0 28.0 0.0 20.0 32.9 1.0 6.9 45.1 0.0 14.1 
Loughton Arriva 49.0 Go-Ahead 42.4 25.0 8.3 41.7 25.0 0.0 0.0 65.7 0.5 10.0 23.8 0.0 0.0 
Lowestoft FirstGroup 70.4 Anglian Bus & 

Coach 
16.0 10.3 24.1 6.9 24.1 3.4 31.0 45.0 9.0 2.1 34.7 0.8 8.5 

Luton Arriva 53.4 Centrebus  27.2 23.0 10.8 29.7 13.5 0.0 23.0 33.8 1.7 25.5 15.8 0.0 23.2 
Macclesfield Arriva 50.5 Centrebus 17.5 7.0 2.3 25.6 16.3 11.6 37.2 14.5 3.0 23.6 28.1 1.3 29.5 
Maidenhead Courtney 

Coaches 
58.5 FirstGroup 20.9 30.0 5.0 15.0 5.0 0.0 45.0 57.4 0.6 2.7 1.5 0.0 37.8 

Maidstone Arriva 87.4 Nu-Venture 8.0 16.5 21.5 10.1 8.9 1.3 41.8 48.4 3.4 5.1 3.9 0.5 38.7 
Manchester Stagecoach 42.0 FirstGroup 32.0 8.8 11.0 11.8 10.5 9.6 48.3 17.1 1.9 4.3 9.3 4.2 63.2 
Mansfield Stagecoach 59.5 Wellglade 34.0 17.8 27.4 24.7 26.0 1.4 2.7 42.7 5.3 9.5 38.5 0.1 3.8 
Margate Stagecoach 84.6 Eastonways 13.0 10.6 23.4 14.9 2.1 0.0 48.9 42.7 3.6 5.0 1.4 0.0 47.3 
Merthyr Tydfil Stagecoach 66.2 Silverline 12.3 15.4 2.6 35.9 5.1 7.7 33.3 27.6 1.0 34.6 3.0 1.3 32.5 
Middlesbrough Arriva 61.3 Stagecoach 28.7 13.6 35.5 10.9 11.8 1.8 26.4 34.7 6.5 5.4 12.5 0.1 40.8 
Motherwell FirstGroup 54.1 Coakley Bus Co 14.6 3.3 16.7 3.3 8.3 3.3 65.0 4.2 5.3 0.8 3.6 4.0 82.0 
Neath FirstGroup 75.5 South Wales 

Transport 
18.6 10.0 14.0 18.0 24.0 4.0 30.0 20.7 3.6 17.3 37.5 0.4 20.5 

Newark-on-Trent Stagecoach 39.2 Marshalls of 
Sutton on Trent 

17.6 5.8 32.7 13.5 25.0 0.0 23.1 16.4 9.3 11.0 43.6 0.0 19.6 

Newbury Reading Buses 56.7 Newbury & District 27.1 9.1 30.3 12.1 24.2 0.0 24.2 13.0 19.1 5.1 28.4 0.0 34.4 
Newcastle upon Tyne Go-Ahead 48.9 Stagecoach 28.0 12.2 23.3 18.3 9.1 8.7 28.3 29.8 2.2 4.8 10.2 1.4 51.6 
Newport Newport Bus 57.8 Stagecoach 35.8 16.2 16.2 35.4 10.1 2.0 20.2 35.1 7.1 25.3 8.1 0.4 24.0 
Northampton Stagecoach 49.1 FirstGroup 36.5 38.2 22.1 17.6 17.6 1.5 2.9 75.6 2.1 7.3 14.5 0.0 0.5 
Northwich Arriva 79.7 GHA Coaches 9.2 27.3 18.2 22.7 9.1 0.0 22.7 67.6 1.4 12.4 8.7 0.0 9.8 
Norwich FirstGroup 67.3 Anglian Bus & 

Coach 
9.4 19.5 29.7 8.5 31.4 0.8 10.2 47.7 2.4 2.3 42.8 1.5 3.3 
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Nottingham Nottingham City 

Transport 
58.8 Wellglade 29.1 17.7 18.8 23.1 25.8 3.1 11.5 37.9 1.2 6.5 39.0 0.8 14.6 

Nuneaton Stagecoach 73.7 Arriva 16.3 27.3 22.7 11.4 29.5 0.0 9.1 42.0 1.1 6.9 46.9 0.0 3.1 
Oxford Go-Ahead 49.4 Stagecoach 41.2 14.7 21.1 17.4 40.4 5.5 0.9 23.2 1.6 3.1 58.5 13.5 0.2 
Perth Stagecoach 86.3 Smith and Sons 4.8 28.4 13.6 16.0 9.9 1.2 30.9 74.1 2.8 7.0 4.7 0.1 11.3 
Peterborough Stagecoach 74.2 Peterborough City 

Services 
13.1 30.4 26.1 2.2 23.9 6.5 10.9 73.4 2.2 0.1 19.7 0.1 4.5 

Plymouth FirstGroup 44.4 Plymouth Citybus 44.3 10.4 31.3 6.7 42.3 3.1 6.1 21.0 2.9 2.1 63.0 4.8 6.2 
Pontypridd Urban 

Area 
Veolia Transport 55.0 Stagecoach 39.9 12.5 5.0 25.0 10.0 0.0 47.5 23.9 0.1 10.4 14.0 0.0 51.6 

Port Talbot FirstGroup 88.1 South Wales 
Transport 

7.0 10.7 7.1 17.9 3.6 0.0 60.7 24.3 0.5 18.8 3.9 0.0 52.4 

Portsmouth FirstGroup 57.3 Stagecoach 35.1 19.1 19.1 16.9 10.1 5.6 29.2 25.2 1.6 7.8 19.2 0.8 45.4 
Preston Stagecoach 83.9 John Fishwick & 

Sons 
6.3 14.1 37.0 11.4 5.4 16.8 15.2 67.7 3.7 2.3 5.6 1.3 19.4 

Reading Reading Buses 79.6 FirstGroup 6.1 22.2 19.4 27.8 8.3 1.9 20.4 67.1 1.8 5.8 7.6 0.6 17.1 
Redditch FirstGroup 57.9 Rotala 37.2 5.3 15.8 17.5 10.5 22.8 28.1 5.6 1.7 10.7 13.1 55.7 13.2 
Reigate/Redhill Go-Ahead 65.2 Burghfield 

Minicoaches 
11.0 6.5 9.7 0.0 0.0 3.2 80.6 18.2 1.1 0.0 0.0 0.1 80.6 

Rhondda Stagecoach 84.3 Veolia Transport 9.3 3.3 13.3 33.3 10.0 6.7 33.3 14.3 3.4 10.9 11.7 3.5 56.2 
Rochdale FirstGroup 64.2 Rossendale 

Transport 
27.0 22.2 19.0 23.8 7.9 6.3 20.6 37.7 4.1 11.8 8.6 0.1 37.7 

Rossendale Urban 
Area 

Rossendale 
Transport 

69.6 Transdev 23.1 7.5 39.6 22.6 13.2 11.3 5.7 36.7 3.9 11.1 33.9 0.5 13.9 

Rotherham FirstGroup 60.1 Stagecoach 26.8 21.5 21.5 11.8 25.8 4.3 15.1 49.4 3.8 3.4 24.8 0.3 18.3 
Royal Leamington 

Spa 
Stagecoach 79.2 National Express 17.4 25.0 25.0 9.4 18.8 0.0 21.9 46.0 0.9 1.4 18.6 0.0 33.1 

Royal Tunbridge 
Wells 

Arriva 66.4 Go-Ahead 10.2 12.3 26.0 5.5 11.0 12.3 32.9 43.2 4.0 1.3 11.4 1.4 38.7 

Rugby Stagecoach 77.0 Mike De Courcey 
Travel 

9.6 29.7 29.7 16.2 21.6 0.0 2.7 63.4 1.3 1.7 33.4 0.0 0.3 

Salisbury Go-Ahead 94.2 Stagecoach 3.7 18.4 25.5 37.8 11.2 1.0 6.1 59.9 1.9 14.4 17.2 2.0 4.6 
Scarborough East Yorkshire 

Motor Services 
83.7 Arriva 9.6 19.4 0.0 38.7 19.4 0.0 22.6 28.7 0.0 25.7 28.0 0.0 17.6 

Scunthorpe Stagecoach 58.9 Hornsby Travel 
Services 

28.4 12.2 26.5 10.2 20.4 6.1 24.5 21.7 3.5 11.8 34.5 9.3 19.1 

Sheffield FirstGroup 67.9 Stagecoach 15.7 10.3 17.2 15.1 24.1 8.6 24.6 21.8 1.6 3.0 32.6 2.3 38.8 
Shrewsbury Arriva 86.9 Minsterley 5.9 34.4 18.0 27.9 8.2 4.9 6.6 78.6 1.3 10.3 5.1 0.1 4.6 
Sittingbourne Arriva 64.6 Chalkwell Garage 

& Coach Hire 
34.0 11.4 8.6 17.1 5.7 0.0 57.1 48.7 0.9 11.9 10.1 0.0 28.4 

Skelmersdale Arriva 76.6 Cumfybus 13.4 12.9 32.3 16.1 3.2 6.5 29.0 24.4 4.6 2.8 7.2 0.9 60.0 
Slough FirstGroup 56.3 Transdev 20.0 28.1 3.1 12.5 3.1 3.1 50.0 54.1 4.8 1.3 1.0 4.7 34.0 
South Shields Stagecoach 54.1 Go-Ahead 41.8 5.9 20.6 13.2 11.8 2.9 45.6 16.2 0.9 3.6 12.7 0.1 66.6 
Southampton FirstGroup 47.9 Go-Ahead 44.5 12.9 21.1 27.2 18.4 0.7 19.7 30.0 1.9 8.8 32.4 0.0 27.0 
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Southend-on-Sea Arriva 46.7 FirstGroup 45.2 5.3 15.8 13.2 9.2 3.9 52.6 8.6 1.2 7.7 6.2 0.3 76.0 
Southport Arriva 65.9 Stagecoach 20.0 15.4 25.0 19.2 1.9 9.6 28.8 40.8 3.4 8.5 2.0 1.8 43.5 
St Helens Arriva 78.1 Stagecoach 4.4 12.3 11.0 21.9 6.8 2.7 45.2 26.0 1.4 10.6 12.1 0.0 49.9 
Stafford Arriva 78.0 FirstGroup 10.6 33.3 19.4 19.4 5.6 0.0 22.2 58.1 2.8 4.4 4.3 0.0 30.4 
Staines Abellio 50.4 Arriva 19.2 2.8 16.7 11.1 0.0 2.8 66.7 4.8 11.7 19.9 0.0 0.2 63.5 
Stevenage Arriva 71.7 Centrebus 19.9 6.1 24.5 8.2 16.3 2.0 42.9 19.7 4.4 8.0 25.8 4.4 37.7 
Stirling FirstGroup 60.6 Harlequin 

Coaches 
13.9 14.0 16.3 12.8 10.5 7.0 39.5 39.1 6.9 8.1 13.3 1.9 30.8 

Stockton-on-Tees Stagecoach 50.1 Arriva 36.7 21.1 29.6 8.5 18.3 1.4 21.1 51.2 4.2 3.3 15.1 0.1 26.1 
Stoke-on-Trent FirstGroup 69.4 D&G Coach & Bus 7.8 23.3 22.6 21.2 19.2 6.8 6.8 55.7 4.6 7.5 23.4 3.9 4.9 
Stroud Stagecoach 76.1 Cotswold Green 21.3 12.5 37.5 37.5 6.3 2.1 4.2 52.9 6.4 17.4 2.4 0.4 20.6 
Sunderland Go-Ahead 51.3 Stagecoach 39.7 16.5 19.5 13.5 29.3 4.5 16.5 37.1 0.7 4.0 36.6 0.1 21.4 
Swadlincote Arriva 71.2 Midland Classic 26.6 7.7 30.8 7.7 42.3 11.5 0.0 25.1 2.1 0.7 71.3 0.8 0.0 
Swansea FirstGroup 84.8 Veolia Transport 11.7 27.0 17.0 17.7 17.0 2.1 19.1 51.2 3.1 8.2 19.9 1.4 16.3 
Swindon Thamesdown 

Transport 
66.1 Stagecoach 31.7 29.4 23.5 8.8 30.9 4.4 2.9 74.2 2.2 5.6 16.9 0.3 0.9 

Tamworth Arriva 92.5 Heartlands Travel 3.9 18.2 18.2 33.3 3.0 3.0 24.2 53.9 1.2 18.8 1.9 0.0 24.1 
Taunton FirstGroup 66.5 Stagecoach 25.2 15.0 30.0 8.3 36.7 3.3 6.7 47.2 2.2 5.2 37.2 0.6 7.5 
Telford Dawley Arriva 92.5 Choice Travel 3.5 26.4 35.8 15.1 9.4 0.0 13.2 43.7 3.2 8.6 3.7 0.0 40.8 
Tonbridge Arriva 79.6 Autocar Bus & 

Coach Services 
12.7 9.8 27.5 11.8 3.9 17.6 29.4 39.6 5.0 4.7 6.7 2.8 41.3 

Torquay Stagecoach 81.2 FirstGroup 6.7 21.7 21.7 36.7 5.0 1.7 13.3 51.2 2.9 14.4 2.9 0.1 28.4 
Trowbridge FirstGroup 40.3 Frome Minibuses 17.7 5.4 42.9 16.1 8.9 7.1 19.6 14.2 9.0 19.7 23.3 1.1 32.6 
Wakefield Arriva 88.6 Star Travel 

Holidays Ltd 
2.8 30.2 4.8 7.9 15.9 4.8 36.5 41.2 0.3 2.0 16.4 0.8 39.2 

Walsall National Express 68.8 Rotala 11.5 14.2 24.1 13.5 15.6 14.2 18.4 24.2 3.3 4.4 16.9 18.1 33.2 
Walton and 

Weybridge 
Abellio 69.5 Arriva 25.6 6.3 12.5 18.8 0.0 0.0 62.5 16.4 1.2 1.8 0.0 0.0 80.6 

Warrington Warrington 
Borough 
Transport 

71.4 Arriva 13.2 22.8 10.1 30.4 11.4 5.1 20.3 44.1 1.9 10.3 12.7 5.2 25.8 

Watford Arriva 67.0 Uno 14.3 8.0 21.6 15.9 8.0 3.4 43.2 12.3 2.1 7.6 2.5 0.3 75.2 
Wellingborough Stagecoach 81.9 FirstGroup 18.0 37.5 6.3 50.0 6.3 0.0 0.0 62.6 0.1 30.4 6.9 0.0 0.0 
Weston-super-Mare FirstGroup 88.1 Bakers Dolphin 8.7 46.3 22.0 17.1 7.3 0.0 7.3 81.7 2.8 4.6 6.9 0.0 4.0 
Weymouth FirstGroup 86.0 Sureline 12.4 12.5 25.0 30.0 12.5 2.5 17.5 48.3 1.6 16.8 12.0 2.3 19.1 
Wigan FirstGroup 41.7 Arriva 40.6 19.5 15.9 12.2 14.6 7.3 30.5 35.8 1.7 3.5 22.5 0.4 36.0 
Winchester Stagecoach 82.0 Go-Ahead 16.3 20.9 23.3 14.0 18.6 0.0 23.3 58.9 4.1 5.1 9.4 0.0 22.5 
Windsor/Eton FirstGroup 56.9 Courtney Coaches 30.0 7.1 0.0 21.4 0.0 0.0 71.4 9.6 0.0 33.7 0.0 0.0 56.7 
Woking/Byfleet Arriva 51.6 Countryliner Travel 23.4 5.6 33.3 18.5 1.9 3.7 37.0 27.1 5.4 10.5 6.4 0.3 50.3 
Wolverhampton National Express 74.7 Choice Travel 5.4 24.5 11.9 16.8 11.2 11.9 23.8 45.0 1.5 1.6 9.5 10.5 31.9 
Wolverton/Stony 

Stratford 
Arriva 83.0 Centrebus 5.5 25.6 30.2 7.0 18.6 4.7 14.0 55.7 3.3 6.6 11.8 1.5 21.1 

Worcester FirstGroup 62.4 Rotala 20.4 20.3 18.8 15.6 18.8 4.7 21.9 38.8 4.9 3.5 18.0 10.9 23.9 
Worksop Stagecoach 88.7 Veolia Transport 11.0 22.9 17.1 37.1 14.3 0.0 8.6 41.2 2.9 9.7 32.8 0.0 13.4 
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Worthing Stagecoach 62.6 Go-Ahead 25.7 11.1 31.5 9.3 7.4 0.0 40.7 18.5 2.7 4.9 6.9 0.0 66.9 
Wrexham Arriva 58.5 GHA Coaches 25.1 10.7 17.3 25.3 13.3 6.7 26.7 43.5 7.1 11.3 13.4 3.2 21.6 
Yeovil FirstGroup 55.3 South West 

Coaches 
18.9 14.3 34.9 17.5 12.7 0.0 20.6 45.0 5.8 15.9 14.4 0.0 18.8 

York FirstGroup 68.5 Transdev 9.6 22.7 25.3 4.0 32.0 1.3 14.7 63.7 2.6 1.9 28.5 0.1 3.4 

Source:  CC. 
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Eilean Siar 54 54 100.0 16.7 25.9 14.8 31.5 11.1 38.1 10.2 5.7 43.5 2.4 
Anglesey 44 44 100.0 18.2 18.2 20.5 36.4 6.8 44.3 3.8 13.2 38.0 0.7 
Shetland Islands 26 26 100.0 15.4 26.9 38.5 15.4 3.8 46.4 8.8 20.1 23.8 0.9 
Pembrokeshire 56 56 100.0 23.2 26.8 28.6 17.9 3.6 56.3 4.1 14.2 24.9 0.5 
Isle of Wight 31 31 100.0 32.3 25.8 35.5 6.5 0.0 78.7 4.2 16.1 1.0 0.0 
Orkney Islands 12 12 100.0 41.7 8.3 50.0 0.0 0.0 92.6 0.7 6.6 0.0 0.0 
Ceredigion 61 60 98.4 15.0 30.0 21.7 30.0 3.3 25.5 9.0 22.1 42.2 1.2 
Gwynedd 131 128 97.7 11.7 22.7 28.1 28.1 9.4 19.7 7.7 13.4 45.1 14.1 
Moray 52 46 88.5 17.4 47.8 19.6 15.2 0.0 63.3 13.3 12.1 11.4 0.0 
Argyll & Bute 73 64 87.7 60.9 6.3 18.8 14.1 0.0 80.2 1.8 10.9 7.1 0.0 
Scottish Borders 103 83 80.6 8.4 24.1 22.9 20.5 24.1 22.0 5.7 15.5 35.7 21.1 
Powys 138 109 79.0 12.8 38.5 25.7 13.8 9.2 26.8 10.5 20.6 30.1 12.1 
Cornwall 208 154 74.0 24.7 27.9 25.3 19.5 2.6 47.9 5.8 16.3 29.2 0.8 
Highland 212 143 67.5 23.8 26.6 36.4 7.7 5.6 61.5 8.6 23.4 4.5 2.0 
Carmarthenshire 125 84 67.2 10.7 29.8 33.3 17.9 8.3 19.9 9.5 41.0 27.6 2.0 
Aberdeen City 136 91 66.9 24.2 24.2 36.3 13.2 2.2 44.6 7.7 25.8 21.4 0.4 
Conwy 46 30 65.2 10.0 30.0 16.7 43.3 0.0 12.5 8.0 9.9 69.5 0.0 
Cumbria 235 145 61.7 16.6 22.8 43.4 8.3 9.0 39.4 5.5 40.4 10.4 4.4 
Angus 166 102 61.4 25.5 32.4 18.6 18.6 4.9 57.4 4.4 11.7 25.9 0.5 
Northumberland 253 155 61.3 9.7 40.6 24.5 12.3 12.9 38.8 9.1 21.5 26.3 4.3 
Monmouthshire 65 37 56.9 16.2 24.3 35.1 16.2 8.1 31.9 8.1 37.4 21.5 1.1 
Dumfries & Galloway 120 63 52.5 20.6 38.1 27.0 9.5 4.8 59.9 14.1 14.3 10.6 1.1 
Shropshire 229 119 52.0 16.0 46.2 15.1 12.6 10.1 46.9 8.5 18.4 17.1 9.0 
Rutland 26 13 50.0 30.8 23.1 23.1 7.7 15.4 61.1 2.7 14.6 20.9 0.7 
North Yorkshire 317 152 47.9 17.8 28.3 38.2 13.2 2.6 33.4 6.3 36.7 22.7 0.9 
Cambridgeshire 190 89 46.8 15.7 34.8 33.7 11.2 4.5 39.4 8.2 27.5 20.8 4.1 
Gloucestershire 341 149 43.7 10.1 45.0 24.2 10.1 10.7 39.3 20.6 18.1 18.7 3.3 
County Durham 261 114 43.7 16.7 15.8 53.5 8.8 5.3 24.2 5.8 47.8 17.3 4.9 
Lincolnshire 443 189 42.7 10.1 49.2 15.3 15.9 9.5 43.7 15.9 16.9 22.1 1.4 
Denbighshire 67 28 41.8 21.4 10.7 39.3 21.4 7.1 38.0 9.6 34.9 16.5 0.9 
Devon 353 138 39.1 15.2 36.2 36.2 8.7 3.6 34.6 13.3 37.6 11.8 2.6 
Perth & Kinross 167 65 38.9 20.0 35.4 33.8 1.5 9.2 60.7 18.4 13.8 3.0 4.1 
East Lothian 49 19 38.8 15.8 31.6 47.4 5.3 0.0 39.6 4.5 40.4 15.4 0.0 
Norfolk 349 135 38.7 8.1 35.6 38.5 10.4 7.4 27.1 7.4 31.9 30.2 3.3 
West Sussex 313 118 37.7 13.6 44.1 28.8 8.5 5.1 60.9 12.0 18.5 8.1 0.5 
Herefordshire, County of 157 58 36.9 15.5 25.9 36.2 17.2 5.2 37.5 6.2 23.5 32.4 0.4 
Somerset 242 83 34.3 19.3 49.4 12.0 16.9 2.4 62.1 16.1 6.6 14.4 0.7 



A11(4)-2 

     

per cent 
 

LTA 

Number 
of routes 
in LTA 

Non-urban 
routes in 

LTA 

Proportion of 
non-urban 

routes in LTA 

Proportion of routes (by category) Frequency weighted proportion of routes 

1 2 3 4 5 1 2 3 4 5 
                            

Dorset 226 76 33.6 13.2 34.2 39.5 6.6 6.6 40.9 8.8 36.1 9.0 5.2 
East Riding of Yorkshire 145 47 32.4 12.8 14.9 63.8 6.4 2.1 23.9 4.5 54.8 14.4 2.4 
Wiltshire 334 108 32.3 12.0 36.1 33.3 10.2 8.3 43.8 12.1 27.0 15.0 2.1 
Suffolk 366 116 31.7 11.2 49.1 19.8 10.3 9.5 37.2 27.2 12.9 19.7 3.0 
Derbyshire 533 163 30.6 10.4 37.4 23.9 11.0 17.2 46.1 9.6 9.7 32.4 2.3 
Oxfordshire 268 77 28.7 15.6 39.0 33.8 10.4 1.3 39.7 11.4 31.4 10.5 6.9 
North Lincolnshire 86 24 27.9 4.2 54.2 16.7 12.5 12.5 33.4 22.5 12.0 25.8 6.4 
East Sussex 222 60 27.0 21.7 31.7 31.7 8.3 6.7 55.3 5.6 17.1 20.8 1.2 
Flintshire 79 21 26.6 23.8 23.8 23.8 19.0 9.5 37.4 15.0 16.8 29.1 1.7 
Fife 212 56 26.4 14.3 16.1 55.4 14.3 0.0 25.5 2.3 33.4 38.8 0.0 
Bridgend 59 14 23.7 7.1 28.6 21.4 28.6 14.3 30.9 9.5 11.3 37.8 10.5 
Stirling 111 23 20.7 8.7 39.1 26.1 17.4 8.7 24.8 29.3 16.0 25.9 4.0 
Lancashire 731 145 19.8 4.1 49.7 13.8 6.2 26.2 15.3 18.6 12.4 43.5 10.3 
Warwickshire 239 46 19.2 17.4 41.3 19.6 15.2 6.5 74.3 5.8 7.1 12.2 0.6 
Hampshire 514 94 18.3 10.6 33.0 43.6 9.6 3.2 69.2 7.7 19.8 2.6 0.6 
Worcestershire 268 49 18.3 10.2 28.6 40.8 16.3 4.1 30.0 5.2 37.5 26.9 0.4 
Essex 480 85 17.7 9.4 49.4 21.2 20.0 0.0 25.3 21.3 15.3 38.1 0.0 
Central Bedfordshire 140 24 17.1 0.0 50.0 33.3 12.5 4.2 0.0 31.2 46.7 21.5 0.5 
West Berkshire 76 13 17.1 15.4 38.5 23.1 15.4 7.7 51.1 12.4 9.5 26.4 0.6 
Northamptonshire 182 30 16.5 13.3 50.0 36.7 0.0 0.0 51.6 22.8 25.7 0.0 0.0 
Staffordshire 335 55 16.4 7.3 25.5 41.8 18.2 7.3 5.0 14.7 38.9 33.3 8.0 
Redcar and Cleveland 61 10 16.4 0.0 40.0 50.0 10.0 0.0 0.0 40.9 53.1 6.0 0.0 
The Vale of Glamorgan 43 7 16.3 28.6 28.6 14.3 28.6 0.0 29.0 17.6 1.1 52.4 0.0 
Leicestershire 186 30 16.1 16.7 20.0 43.3 16.7 3.3 8.6 2.9 24.8 54.5 9.1 
Nottinghamshire 374 55 14.7 14.5 23.6 30.9 20.0 10.9 34.2 2.3 9.6 53.0 1.0 
Blaenau Gwent 34 5 14.7 20.0 0.0 60.0 20.0 0.0 28.8 0.0 64.1 7.1 0.0 
North Somerset 79 11 13.9 9.1 36.4 45.5 9.1 0.0 20.3 27.9 48.6 3.2 0.0 
South Gloucestershire 156 21 13.5 0.0 38.1 42.9 0.0 19.0 0.0 29.1 56.4 0.0 14.5 
Falkirk 69 9 13.0 22.2 22.2 22.2 33.3 0.0 16.9 3.2 6.1 73.8 0.0 
Buckinghamshire 198 25 12.6 12.0 52.0 24.0 8.0 4.0 34.4 20.2 19.2 25.4 0.7 
Peterborough 51 6 11.8 16.7 33.3 16.7 0.0 33.3 2.4 57.7 30.4 0.0 9.5 
Neath Port Talbot 85 10 11.8 0.0 30.0 10.0 60.0 0.0 0.0 2.6 0.6 96.8 0.0 
Strathclyde PTE 610 71 11.6 18.3 25.4 22.5 25.4 8.5 27.3 5.7 14.6 49.8 2.7 
Clackmannanshire 26 3 11.5 33.3 33.3 33.3 0.0 0.0 58.3 8.3 33.3 0.0 0.0 
Kent 560 64 11.4 26.6 42.2 12.5 9.4 9.4 70.6 7.9 3.6 13.4 4.5 
Bedford 83 9 10.8 11.1 66.7 0.0 11.1 11.1 52.4 3.9 0.0 43.2 0.6 
Surrey 312 32 10.3 25.0 34.4 25.0 9.4 6.3 80.9 1.6 5.7 11.5 0.3 
Cheshire East 134 13 9.7 15.4 7.7 76.9 0.0 0.0 56.7 0.6 42.7 0.0 0.0 
West Lothian 117 11 9.4 18.2 18.2 45.5 18.2 0.0 20.1 10.9 33.5 35.5 0.0 
Hertfordshire 409 36 8.8 19.4 36.1 19.4 22.2 2.8 40.5 6.4 3.7 49.3 0.1 
Bath and North East Somerset 127 11 8.7 0.0 63.6 0.0 36.4 0.0 0.0 47.2 0.0 52.8 0.0 
South Yorkshire PTE 533 45 8.4 6.7 37.8 24.4 15.6 15.6 34.5 8.8 10.8 43.2 2.6 
Telford and Wrekin 61 5 8.2 0.0 40.0 60.0 0.0 0.0 0.0 21.9 78.1 0.0 0.0 
Stockton-on-Tees 74 6 8.1 16.7 16.7 16.7 50.0 0.0 32.6 0.6 13.6 53.1 0.0 
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Rhondda, Cynon, Taff 105 8 7.6 12.5 62.5 0.0 25.0 0.0 59.5 11.2 0.0 29.3 0.0 
West Yorkshire PTE 544 39 7.2 23.1 12.8 41.0 20.5 2.6 41.7 4.1 28.6 24.2 1.4 
Swansea 137 9 6.6 22.2 11.1 0.0 55.6 11.1 8.2 0.4 0.0 90.4 1.0 
Wrexham 81 5 6.2 20.0 20.0 20.0 40.0 0.0 43.2 1.2 4.5 51.2 0.0 
Wokingham 52 3 5.8 33.3 33.3 0.0 33.3 0.0 75.8 9.5 0.0 14.7 0.0 
Windsor and Maidenhead 37 2 5.4 50.0 0.0 50.0 0.0 0.0 4.0 0.0 96.0 0.0 0.0 
Cheshire West & Chester 133 7 5.3 0.0 0.0 71.4 28.6 0.0 0.0 0.0 30.4 69.6 0.0 
North East Lincolnshire 39 2 5.1 0.0 50.0 0.0 50.0 0.0 0.0 7.0 0.0 93.0 0.0 
Cardiff 124 6 4.8 0.0 66.7 0.0 33.3 0.0 0.0 5.7 0.0 94.3 0.0 
Blackburn with Darwen 107 5 4.7 20.0 60.0 0.0 0.0 20.0 82.0 13.5 0.0 0.0 4.5 
Hartlepool 45 2 4.4 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Milton Keynes 93 4 4.3 0.0 50.0 50.0 0.0 0.0 0.0 8.8 91.2 0.0 0.0 
Merthyr Tydfil 47 2 4.3 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 
Dundee City 129 5 3.9 0.0 80.0 20.0 0.0 0.0 0.0 84.8 15.2 0.0 0.0 
Midlothian 54 2 3.7 0.0 50.0 0.0 50.0 0.0 0.0 12.8 0.0 87.2 0.0 
Thurrock 27 1 3.7 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 
Darlington 55 2 3.6 50.0 50.0 0.0 0.0 0.0 98.1 1.9 0.0 0.0 0.0 
Poole 83 3 3.6 0.0 66.7 0.0 33.3 0.0 0.0 50.0 0.0 50.0 0.0 
Edinburgh, City of 167 6 3.6 0.0 33.3 0.0 66.7 0.0 0.0 2.8 0.0 97.2 0.0 
Middlesbrough 91 3 3.3 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Greater Manchester PTE 672 22 3.3 13.6 36.4 4.5 27.3 18.2 29.9 5.2 3.2 60.5 1.2 
Bracknell Forest 35 1 2.9 100.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 
Tyne and Wear PTE 609 17 2.8 5.9 23.5 52.9 17.6 0.0 10.6 6.3 27.2 56.0 0.0 
Caerphilly 82 2 2.4 0.0 0.0 50.0 50.0 0.0 0.0 0.0 19.4 80.6 0.0 
Reading 90 2 2.2 0.0 50.0 0.0 50.0 0.0 0.0 39.1 0.0 60.9 0.0 
Medway 97 2 2.1 0.0 0.0 0.0 50.0 50.0 0.0 0.0 0.0 85.7 14.3 
Portsmouth 50 1 2.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Leicester 113 2 1.8 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Brighton and Hove 116 2 1.7 50.0 0.0 0.0 50.0 0.0 17.7 0.0 0.0 82.3 0.0 
Merseyside PTE 470 6 1.3 0.0 33.3 16.7 33.3 16.7 0.0 3.3 18.6 76.5 1.6 
West Midlands PTE 825 10 1.2 20.0 50.0 10.0 20.0 0.0 40.0 22.5 1.1 36.4 0.0 
Warrington 83 1 1.2 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Bristol, City of 170 2 1.2 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 
Southampton 91 1 1.1 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 
Derby 133 1 0.8 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Nottingham 189 1 0.5 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0 0.0 
Slough 32 

 
0.0 

    
  

     Halton 61 
 

0.0 
    

  
     Kingston upon Hull, City of 103 

 
0.0 

    
  

     Newport 97 
 

0.0 
    

  
     Southend-on-Sea 63 

 
0.0 

    
  

     Torfaen 51 
 

0.0 
    

  
     Blackpool 35 

 
0.0 

    
  

     Swindon 67 
 

0.0 
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Plymouth 155 
 

0.0 
    

  
     Stoke-on-Trent 116 

 
0.0 

    
  

     Luton 63 
 

0.0 
    

  
     Bournemouth 79 

 
0.0 

    
  

     Torbay 58 
 

0.0 
    

  
     Aberdeen City 74 

 
0.0 

    
  

     York 75   0.0                     

Source:  CC. 
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APPENDIX 12.1 

Policy and regulation 

Introduction 

1. This appendix sets out further detail of Great-Britain-wide and national policy relating 
to local bus services and the funding of bus policies. It also sets out the Great-Britain-
wide and national regulatory frameworks, and aspects of local policy implementation. 
In Annex A, we set out details of Statutory and Competition Law framework for multi-
operator ticketing and in Annex B we set out details of the Competition Test.  

Great-Britain-wide and national policy and funding 

Developing trends in policy—Great-Britain-wide 

2. As set out below, a number of recent reviews of transport policy goals and objectives 
have been undertaken. The following key trends have emerged: 

(a) An increasing role for public transport in meeting a number of goals from tackling 
climate change to improving economic growth. Local bus services are seen as 
particularly flexible with the ability, for example, to address a range of issues from 
congestion in urban areas to accessibility in non-urban areas. 

(b) Governments have regarded existing regulation as not sufficient for purpose. 
However, the DfT told us that the current Government in England was not keen to 
add to the regulatory burden on business, particularly small and micro-
businesses. 

(c) There has been a general reduction in the direct involvement of central 
government and a range of increasingly flexible powers given to LTAs or to 
regional groupings of LTAs. This is to recognize that the approach needs to be 
tailored to local requirements. 

(d) A general concern about the increasing levels of revenue support to buses has 
led to a review of schemes such as concessionary travel and BSOG. For 
example, a number of reforms have been recently been introduced in England to 
assist with the financial sustainability of the national concessionary travel 
scheme. These include the change to the age of eligibility for the scheme, revised 
reimbursement guidance to assist authorities in agreeing more accurate levels of 
reimbursement with their bus operators and the changes to administrative 
responsibilities, which will lead to economies of scale and a reduction in the 
number of negotiations with bus operators. 

(e) In contrast, the importance of making the best use of existing transport networks 
(and so dealing with congestion) has led to a substantial increase in the amount 
of capital spend available for transport investment and for schemes such as bus 
corridors and priority measures.1

 
 
1 Capital funding for local transport is approximately three times the level in 1997: The Future of Urban Transport, DfT/PM 
Strategy Unit, 2009. 
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England  

3. This section outlines the results of recent policy reviews in England. It then considers 
the requirements for LTPs and how these plans are reviewed and funded. Whilst the 
responsibility for policy has been devolved to Scotland and Wales, a degree of 
commonality with England will become apparent in the subsequent sections on those 
countries. 

Bus policy 

4. The decision was made in the mid-1980s to deregulate the local bus markets and to 
privatize most of the operations. This was intended to encourage on-road compe-
tition.  

5. In recent years, the success of the deregulated regime has been assessed in particu-
lar as part of the review in 2006 ‘Putting Passengers First—The Government’s 
proposals for a modernized national framework for bus services’.2 Deregulation has 
been described as having succeeded in controlling costs, encouraging industry-led 
innovation and in some areas has led to increased responsiveness to customer 
needs.3

6. However, concerns were also expressed that on-road competition had not been 
sustained and a question mark raised over whether this aim was realistic. Some of 
the shortcomings of the regime such as poor network planning and lack of local 
accountability were also highlighted.

 

4 Although there are local areas where bus 
patronage has increased,5 there was found to be a general decline in the industry 
with falling patronage, increasing costs and increasing fares. At the same time, there 
had already been a greater focus placed on the increasing importance of the wider 
transport network to support economic growth and to help to address environmental 
issues such as congestion and pollution and to meet wider social policy goals such 
as inclusion.6 Buses were seen as playing a much bigger part in the improvement of 
the transport system.7

Background to the Local Transport Act 2008 

 

7. As a result of the policy review, the previous UK Government introduced the Local 
Transport Act 2008. This relates only to England and in parts to Wales, other than in 
respect of the responsibilities of the Senior Traffic Commissioner. There were the 
following key ‘bus-related’ components for England: 

(a) support for LTAs that wanted to develop more radical options. This included use 
of funding to support cities that wished to implement a combined package of bus 

 
 
2 See Putting Passengers First—The Government’s proposals for a modernised national framework for bus services, December 
2006 (Putting Passengers First), which can be found at: http://tna.europarchive.org/20070205115116/http://www.dft.gov.uk/ 
pgr/regional/buses/secputtingpassengersfirst/pdfputtingpassfirst. There had been a number of other reviews prior to this 
including: 2004 White Paper, The Future of Transport—a network for 2030; The Eddington Transport Study: the case for action, 
2006: http://webarchive.nationalarchives.gov.uk/+/http://www.dft.gov.uk/adobepdf/187604/206711/executivesummary.pdf; and 
House of Commons Transport Committee Report—Bus Service across the UK, October 2006. 
3 Putting Passengers First, p34. 
4 Putting Passengers First, p34. 
5 Putting Passengers First, p17. Cited were York, Brighton & Hove, Telford & Wrekin and Cambridge. 
6 2004 White Paper, The Future of Transport—a network for 2030. 
7 2004 White Paper, The Future of Transport—a network for 2030. 

http://tna.europarchive.org/20070205115116/http:/www.dft.gov.uk/pgr/regional/buses/secputtingpassengersfirst/pdfputtingpassfirst�
http://tna.europarchive.org/20070205115116/http:/www.dft.gov.uk/pgr/regional/buses/secputtingpassengersfirst/pdfputtingpassfirst�
http://webarchive.nationalarchives.gov.uk/+/http:/www.dft.gov.uk/adobepdf/187604/206711/executivesummary.pdf�
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enhancement measures, probably through a Quality Contract and measures to 
reduce congestion;8

(b) provision of an easier route to Quality Contracts for those LTAs prepared to 
consider using buses rather than rail services where this was value for money 
and allowing them to divert resources from rail to bus; 

 

(c) improvement of partnerships between LTAs and bus operators, and in particular 
widening the scope of statutory partnership schemes and providing guidance on 
the impact on competition; 

(d) development and roll-out of a best practice procurement framework for both 
socially necessary services and Quality Contracts; 

(e) extension of scope of demand-responsive services; 

(f) further round of ‘Kickstart’ pump priming funding to increase patronage growth 
and the retention of rural bus subsidy grant to support local authorities in 
promoting rural accessibility; and 

(g) increased powers of the Traffic Commissioner to ask for information on 
punctuality from both operators and LTAs and to make directions. 

8. The Coalition Government said that ‘We ... will encourage joint working between bus 
operators and local authorities’.9 It has set out more detailed plans in the Local 
Transport White Paper ‘Creating Growth, Cutting Carbon: Making Sustainable Local 
Transport Happen’ dated January 2011.10

Local transport planning and funding 

 

9. The following sections cover the requirements for LTAs to produce LTPs, the extent 
to which LTAs are judged on performance against these plans and the basis on 
which funding is made available. All of these areas have been subject to recent 
change. 

Local Transport Plans 

10. LTAs in England are required to produce an LTP. This must set out the authority’s 
local transport strategies and policies and an implementation programme. These 
have been updated every five years. There is no longer a requirement to produce a 
separate bus strategy,11

11. Statutory guidance

 and it is intended that bus measures are integrated into the 
core plan. 

12 was issued in July 2009 on the current planning cycle, LTP3, 
which covers the five-year period13

 
 
8 Originally specific funding through the Transport Innovation Fund was available. This has been replaced by the Local 
Sustainable Transport Fund which has a different focus. 

 beginning April 2011. This set out some changes 
in the requirements for the plans: 

9 The Coalition: our programme for government, p31: www.cabinetoffice.gov.uk/media/409088/pfg_coalition.pdf. 
10 This can be found at www.dft.gov.uk/pgr/regional/sustainabletransport/. 
11 This was previously a requirement of the 2000 Act. 
12 The guidance (‘LTP3 guidance’) can be found at www.dft.gov.uk/adobepdf/165237/ltp-guidance.pdf. 
13 Plans must be reviewed at least every five years but can otherwise be replaced as LTAs see fit (section 109(2) of the 2000 
Act as amended. 

http://www.cabinetoffice.gov.uk/media/409088/pfg_coalition.pdf�
http://www.dft.gov.uk/pgr/regional/sustainabletransport/�
http://www.dft.gov.uk/adobepdf/165237/ltp-guidance.pdf�
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(a) LTAs were expected to contribute to national transport goals published by the 
previous government14 and to integrate LTPs with wider regional strategies, for 
example on the local economy and spatial planning.15

(b) Current DfT ministers have highlighted the key overarching policies, namely 
helping economic growth and helping tackle carbon emissions, while not 
neglecting other important priorities, including road safety, affordability, 
accessibility, and people’s health and wellbeing—for example, through more 
cycling and walking. 

  

(c) As a result of the Local Transport Act 2008, LTAs must produce a specific imple-
mentation plan and are guided to include a funded programme of improvements, 
key milestones and a risk assessment. 

(d) Plans must have regard to the government guidance and policies on the environ-
ment, and there is a requirement to have regard to the needs of disabled people 
when developing and implementing plans. 

12. The guidance also states that there is a reduced role for the DfT in assessing the 
plans, which is summarized as follows: 

DfT will no longer formally assess Local Transport Plans, impose 
mandatory targets or require submission of formal monitoring reports. 
… This places responsibility firmly on individual authorities to consider 
how to use the Local Transport Planning framework in the way which 
works best for them. Authorities are accountable to their communities 
rather than to the Department for both the quality of the transport 
strategies prepared and for ensuring effective delivery.  

Funding for transport 

13. The majority of central revenue funding for local authorities is not ring-fenced. Part is 
provided by the Revenue Support Grant which is based on a formula and part from 
an area-based grant which is allocated according to specific policy criteria. 

Current policy reviews and changes 

14. This section provides an overview of current policy reviews and announcements. 

Comprehensive Spending Review 

15. In October 2010, the Coalition Government announced widespread reductions to 
public sector spending16

 
 
14 LTP3 guidance, pp12–15. 

 which had implications for the amount of public money spent 
on local bus services. Funding to local authorities (from which spending on supported 
services can be derived) has been generally reduced in England by 28 per cent over 
a four-year period and a specific reduction to the BSOG (see below) of 20 per cent 
has been announced. Capital infrastructure spend of high economic value on trans-
port was said to have been largely protected. 

15 LTP3 guidance, pp17 & 18. 
16 www.direct.gov.uk/prod_consum_dg/groups/dg_digitalassets/@dg/@en/documents/digitalasset/dg_191696.pdf. 

http://www.direct.gov.uk/prod_consum_dg/groups/dg_digitalassets/@dg/@en/documents/digitalasset/dg_191696.pdf�
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BSOG 

16. Historically, BSOG in England17

Smart and integrated ticketing strategy 

 has been paid uniformly to all operators of registered 
local bus services and offsets a high proportion (around 80 per cent) of the duty paid 
on fuel consumed. Current payments are over £400 million a year in England but are 
now subject to a reduction of 20 per cent from April 2012 as part of the 
Comprehensive Spending Review. In addition, the basis for making payments is 
subject to alteration with, for example, enhancements to payments where operators 
run low-carbon buses or have smart ticketing technology. The DfT is also carrying 
out a longer-term review which could change completely the basis on which it is paid. 

17. The DfT has announced plans18 to deliver, with operators and public sector bodies, 
the infrastructure to enable most public transport journeys to be undertaken using 
smart ticketing by December 2014. The Government has set out its position on smart 
and integrated ticketing in the Local Transport White Paper.19

18. £20 million of funding was allocated to nine of the largest English urban areas 
outside London (between 2009/10 and 2010/11) and a smart ticketing incentive has 
been incorporated into BSOG, and smart ticketing commitments introduced into rail 
franchises. Smart ticketing could facilitate new types of ticket and the associated 
smart data could, in principle, serve as a basis for gathering patronage data, verifying 
concessionary passenger use, reimbursing multi-operator tickets, and so on. 

 Smart ticketing is 
where the ticket is stored electronically on a microchip, commonly contained in a 
plastic smartcard. Tickets are checked by presenting the smartcard to a smart 
reader. 

Wales 

19. Under the Transport (Wales) Act 2006, the Welsh Government was given a duty to 
develop policies for the promotion and encouragement of safe, integrated, 
sustainable, efficient and economic transport facilities. As a result, it must prepare a 
Welsh Transport Strategy. Under the provisions of the Act, the Government has the 
ability to set up joint transport authorities comprising a number of local authorities 
with the responsibility for developing regional plans. In addition, it has the ability to 
secure any public passenger services which would not otherwise be met. Previously 
under the 2000 Act this ability existed only at the devolved LTA level. 

20. Transport policy and planning is integrated into wider government strategy and 
policy. The Transport Strategy ‘One Wales: Connecting the Nation’ sets the long-
term outcomes for transport in Wales. It incorporates the aim of a significant 
improvement in public transport—in the frequency of services and in accessibility and 
integration. 

21. Delivery at the national level takes place through the National Transport Plan20

 
 
17 The Scottish Government has administered a separate scheme in Scotland since 1 April 2010. 

 and 
specific consideration of transport issues by other Welsh Government policies. 

18 DfT Business Plan: http://assets.dft.gov.uk/publications/business-plan-2011-2015/DFT-Business-Plan.pdf.  
19 www.dft.gov.uk/pgr/regional/sustainabletransport/. 
20 National Transport Plan for Wales, which can be found at: 

 http://wales.gov.uk/docs/det/consultation/090715nationaltransportplanen.pdf. 

http://assets.dft.gov.uk/publications/business-plan-2011-2015/DFT-Business-Plan.pdf�
http://www.dft.gov.uk/pgr/regional/sustainabletransport/�
http://wales.gov.uk/docs/det/consultation/090715nationaltransportplanen.pdf�
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22. The National Transport Plan takes as its starting point strategic priorities. In relation 
to local buses the plan states that ‘There is a patchwork of local bus service provision 
across the nation, along with wide differences in reliability, punctuality and quality 
standards. Public funding plays a significant role in the provision of services and 
related infrastructure’.21

23. The elements of national delivery that are relevant to local bus services are 
summarized below: 

 

(a) the Welsh Government will ‘work with our partners to increase the take up of Bus 
Quality Statutory Partnerships and Quality Contracts, to enhance the quality, 
reliability, punctuality and safety of local bus service provision by 2014’; 

(b) development of the regulatory framework for bus services and Community 
Transport including full implementation by 2010 of the Local Transport Act 2008; 

(c) a series of sustainable regions are being developed across Wales (for example, 
Cardiff and Mon a Menai). These incorporate a range of measures such as travel 
planning, enhanced public transport services and encouragement to walk and 
cycle; 

(d) introduction of a Welsh Transport Entitlement Card to allow integrated ticketing 
and interchange between services and operators by 2014; 

(e) a series of strategic park-and-ride sites are being created by 2014; 

(f) establishment of the Public Transport Users Committee for Wales by 2011; 

(g) the role of transport planning during policy development is being strengthened; 
and 

(h) improvements to be made to links and journey times and development of 
community transport to provide feeder services to local buses.  

24. The Welsh Government has established four Regional Transport Consortia made up 
of local authorities which have responsibility for delivery at a regional level. These are 
Taith (North Wales), TRaCC (mid-Wales), SWWITCH (south-west Wales) and 
SEWTA (south-east Wales). For example, the South West Wales Integrated 
Transport Consortium (SWWITCH) comprises the four south-west Wales LTAs of 
Carmarthenshire County Council, Neath Port Talbot County Borough Council, 
Pembrokeshire County Council, and the City and County of Swansea. 

Funding for transport in Wales 

25. The Welsh Government provides general funding for local authorities through the 
Revenue Support Grant in Wales that can be used for delivering local services and it 
is for the local authorities to determine local priorities for spending. The Welsh 
Government also provides funding to local government in the form of specific grants. 
The Local Transport Services Grant provides funding for rural and socially necessary 
bus services alongside capital expenditure for bus-related projects. It also fully funds 
the concessionary fare scheme as well as the subsidy to operators through BSOG.   

 
 
21 National Transport Plan for Wales, p13, section 2.4. 
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26. The Welsh Government’s National Transport Plan includes a commitment to develop 
by 2014 a Welsh Transport Entitlement card for bus and train services, which would 
include integrated ticketing to allow seamless transfer between services and 
operators. 

Scotland 

27. The Scottish Government sets the national policy framework on buses and it has 
legislative competence in all areas except for road safety/licensing, which are matters 
reserved to the UK. 

28. Transport Scotland is the national transport agency responsible for helping to 
develop transport policy, deliver the Executive’s investment programme, for oversee-
ing the safe and efficient running of the transport system, and for running the national 
concessionary scheme. 

29. The Transport (Scotland) Act 2005 created seven regional Transport Partnerships in 
Scotland to strengthen the planning and delivery of regional transport. The Scottish 
Ministers have the ability to extend the role of Transport Partnerships to either adopt 
or manage concurrently certain functions of the LTA for their respective area. The 
powers have been extended in some (but not all) regions. In Scotland, LTAs are 
required to perform their functions in a manner consistent with the objectives of the 
strategy of the Transport Partnership for the area. 

30. In 2006, a Transport Strategy was produced by the Scottish Executive.22 A Bus 
Action Plan was also published in 2006 following a review of bus policy.23

… a step change is required in bus service provision and infrastructure 
if bus services are to meet the needs of current bus users and attract 
passengers from the car, and that action is required to strengthen a 
range of policy and financial tools to help shift the quality of provision 
upwards across the industry.

 It stated 
that: 

24

31. It was recognized that there was no ‘one size fits all’ solution and that the approach 
would need to be tailored to specific problems. It characterized the following key 
regional issues: 

 

(a) West of Scotland: poor information, deficiencies in bus infrastructure and few bus 
passenger priority schemes; 

(b) East of Scotland: the predominant feature was a high degree of partnership 
working especially in Edinburgh, Aberdeen and Dundee; and 

(c) rural/small urban Scotland: infrequency of services to less populated areas. 

Funding for transport in Scotland 

32. The Scottish Government makes grants to augment local revenue and capital spend-
ing through block grant settlements. The ring-fencing of such spend ended in 2007 

 
 
22 Scotland’s National Transport Strategy, December 2006, which can be found at: 
www.scotland.gov.uk/Resource/Doc/157751/0042649.pdf. 
23 Moving into the Future—Buses—An Action Plan for Buses in Scotland, Scottish Executive, December 2006 (Action plan for 
buses), which can be found at: www.scotland.gov.uk/Resource/Doc/157450/0042432.pdf. 
24 Action plan for buses, paragraph 1.8.  

http://www.scotland.gov.uk/Resource/Doc/157751/0042649.pdf�
http://www.scotland.gov.uk/Resource/Doc/157450/0042432.pdf�
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under a concordat agreement which set out the terms of a new relationship between 
the Scottish Government and local government. 

33. Revenue spend includes the Bus Route Development Grant aimed at providing finan-
cial support for up to three years to aid the development of new and existing regis-
tered local bus services which have the potential for growth. 

34. The Scottish Government told us that in Scotland, the link between fuel duty and 
BSOG was removed on 1 April 2010.  Payments to operators are instead now calcu-
lated on the eligible kilometres run on local bus services, the total volume of fuel 
used and a predetermined payment rate set by Transport Scotland (currently 41.21p 
per litre). An additional incentive was introduced for low-carbon vehicles. The 
Scottish Government told us that it was currently reviewing BSOG to align it better 
with its strategic objectives. 

35. The Scottish Government committed to equip the Scottish bus fleet (approximately 
7,000 buses) with smart enabled ticketing equipment to improve the integrity of the 
concessionary travel scheme and provide a platform for commercial smartcard 
ticketing. This work is now complete and cost about £40 million. 

Great-Britain-wide and/or national regulatory framework 

36. We now outline the regulation that specifically affects local bus operations. 

37. The 1985 Act effectively resulted in the privatization of most local bus services. It 
allowed the sale of the National Bus Company and a restructuring of municipally-
owned and -run bus services with the ability (and intention) for these to be sold.  

38. Subsequently, legislation has often been driven by the aim of central government to 
increase the volume of bus journeys. Subsequent legislation such as the 2000 Act 
allowed for more involvement of LTAs in the commercial market to improve the 
quality of service provision through statutory schemes. These allow LTAs to regulate 
local areas in line with their LTPs. 

39. The 2008 Act further increases the scope for LTAs in England and Wales to influence 
and regulate the local bus market and loosens some of the requirements for the 
introduction of schemes such as Quality Contracts. It also increases the enforcement 
powers of the Traffic Commissioners.  

Operating a bus service 

40. In order to operate a local bus service, a bus operator must apply to the Traffic 
Commissioner to: 

(a) obtain a PSV operator’s licence or a section 22 permit; and 

(b) register the local bus service. 

PSV operator’s licence 

41. Each bus operator needs to apply for a PSV operator’s licence from a Traffic 
Commissioner in the relevant licensing area and must meet a number of statutory 
criteria for eligibility. These are that the applicant must be of good repute, have 
appropriate financial standing, and be professionally competent. 
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42. Good repute can be established by satisfying the Traffic Commissioner that the oper-
ator, its servants or agents do not have relevant convictions (for example, serious 
criminal offences or road transport offences) recorded against them and that there 
are no other relevant matters including in relation to previous operation of vehicles. 

43. The test of appropriate financial standing is fixed by EU regulation as adapted by 
government and is described in a practice direction.25

44. The Senior Traffic Commissioner told us that the principal means of demonstrating 
financial standing for all sizes of undertaking is their cash position. For sole traders, 
partnerships and limited companies with an annual turnover of less than £5.6 million, 
‘funds at their disposal’ will normally be assessed by reference to the average daily 
closing balance of their bank account for the three months preceding the application 
including any bank-authenticated overdraft facilities. However, for larger companies, 
the audited accounts may be considered sufficient. He explained that companies with 
a turnover of over £5.6 million a year are required to have their accounts indepen-
dently audited, and so companies with turnover above this figure can demonstrate 
their financial standing through their accounts if they are able to show that they are 
trading profitably and that their assets at least match their liabilities. The Senior 
Traffic Commissioner told us that the processes and timetables for consideration of 
decisions were the same for small and large operators.  

 The Traffic Commissioner 
needs to be satisfied that an operator has sufficient finance to run its business 
properly. For a standard national licence, the financial requirements will be met 
though demonstrating funds of €9,000 for the first vehicle and €5,000 for each 
additional vehicle.  

45. The test for professional competence is satisfied where a person holding a certificate 
of professional competence, or acceptable professional qualification, acts as a 
transport manager and is in charge of running transport operations. 

46. In addition to satisfying the three statutory tests set out above, an operator must also 
establish that there will be adequate facilities or arrangements to ensure that its 
buses are maintained properly in the interests of road safety and that it is capable of 
securing compliance with the law relating to the driving or operating of passenger 
transport services. 

47. Operators’ licences do not have an expiry date but are subject to five-yearly review. 
Fees are charged upon initial application and when a variation to the licence is 
applied for; the amounts for a standard national and a restricted licence are 
established by the Secretary of State for Transport. The Traffic Commissioner is 
required to impose a condition limiting the number of vehicles that can be operated 
simultaneously under the licence. The operator is then issued with the number of 
operator’s licence discs it requires (up to the maximum number allowed in the 
licence) and one of these must be displayed beside the tax disc on each vehicle 
when a bus is being used under the licence. The Traffic Commissioner may attach 
other conditions (though not related to the operation of registered routes) to the 
licence. A variation application must be made if the operator wants to increase the 
maximum number of buses it may operate at the same time and a fee will be charged 
for this application. 

 
 
25 The Traffic Commissioner practice direction on finance can be found at 
www.dft.gov.uk/vosa/repository/PD%20Finance%20Rev%20Jul%2010.pdf. 

http://www.dft.gov.uk/vosa/repository/PD%20Finance%20Rev%20Jul%2010.pdf�
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Registration of local bus services 

48. All commercial and supported local bus services26 outside London must be registered 
with the Traffic Commissioner for the relevant area. Registered local bus services 
and some other services qualify for the payment of the BSOG.27

49. An operator with a PSV licence can provide a new local bus service after giving 
56 days’ notice

 

28

50. In Scotland, bus operators are also required to give an extra 14 days’ notice to LTAs. 
Furthermore, in Scotland an operator must run the service registered for a period of 
at least 90 days from the date on which the registration notification period expires 
before the operator can make variation to, or cancel, the service. In 2010, the DfT 
consulted on introducing a similar additional 14-day notice period to LTAs in England 
and Wales.

 to the Traffic Commissioner (in special circumstances the Traffic 
Commissioner can use discretion to accept a shorter period of notice). There is no 
need for any ‘approval’, but the operator has to provide the statutory particulars and 
other information that the Traffic Commissioner reasonably requires. If an operator 
wishes to vary or cancel a service, the operator must give 56 days’ notice. Traffic 
Commissioners publish details of bus service registrations fortnightly in ‘Notices and 
Proceedings’ (N&P). 

29

51. An operator has to provide the Traffic Commissioner and the relevant local authori-
ties with information about each proposed route, including its start and finish points, a 
map, the timetable (or a statement that the service interval will be 10 minutes or 
less), and stopping arrangements. The timetable has to show timing points at 
principal points on the route. The operator is free to vary the service in two ways 
without further reference to the Traffic Commissioner: 

 It said that this would allow LTAs time to discuss potential concerns 
with the operator (eg on traffic congestion and road safety) before an application was 
made, more time to consider whether changes to tendered services would be 
required, and more time to update passenger information. A decision on this proposal 
has not yet been announced. 

(a) exceptionally and if demand is unforeseen and unusually high, additional 
‘duplicate’ buses may be run as closely as possible to the registered times; and 

(b) as the registration of a ‘frequent service’ (one with a frequency of at least one bus 
every 10 minutes) does not oblige the operator to specify a timetable, it can alter 
timings on these services provided that it operates within the frequency require-
ment. 

52. Apart from any restrictions in its licence conditions, there are limited circumstances 
where an operator, complying with normal minimum standards, may be prevented 
from providing a service.30

53. One such restriction is where the Traffic Commissioner has determined ‘traffic 
regulation conditions’ (TRCs) at the request of a local authority. The conditions have 
to apply to all local services in the area specified in the conditions (or all those of a 

 

 
 
26 A local bus service uses a PSV to carry passengers at separate fares over short distances. The route can be any length 
provided passengers can get off within 15 miles of the place where they were picked up. 
27 BSOG is a payment made to bus operators related to fuel consumption and offsets a high proportion (around 80 per cent) of 
the duty paid on fuel consumed. In Scotland, BSOG is no longer linked to fuel duty. 
28 In Scotland, an operator must give 14 days’ prior notice to the LTA, which is in addition to the 56-day period. 
29 See www.dft.gov.uk/consultations/closed/2010-17/localbusservicerules.pdf. 
30 1985 Act, section 7, and PSV Traffic Regulation Conditions Amendment 1994 and new powers in areas operating Quality 
Partnership schemes under the 2008 Act. 

http://www.dft.gov.uk/consultations/closed/2010-17/localbusservicerules.pdf�
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specified class). They have to be attached to the licence of every operator with a 
registered service affected by the conditions. Such conditions may be used only 
when required to prevent dangerous traffic conditions, reduce severe traffic conges-
tion, or reduce noise and air pollution.  

54. A TRC can be made only for the specified purposes. This includes limiting the 
number of vehicles which may be used, the frequency at which vehicles may be 
operated or where and for how long a vehicle may stop or turn. These may relate to 
the provision of a service along all or part of an operated route whether generally or 
during particular periods or at particular times. 

Regulation by Traffic Commissioners 

55. Traffic Commissioners have the power to take action if an operator no longer meets 
the conditions of its licence or does not operate services in line with the registration 
that it made. Bus Compliance Officers employed by the VOSA monitors services and 
reports on compliance with registered particulars of the routes, and with any TRCs in 
place to the Traffic Commissioners.  

56. A Traffic Commissioner, when discharging regulatory functions, acts in a judicial 
capacity as a single person tribunal. Where an operator’s breach is not serious, the 
matter may be dealt with by correspondence, through the issue of a warning letter. In 
many cases of non-compliance, the Traffic Commissioner will require the operator to 
attend a public inquiry.  

57. Where the Traffic Commissioner finds that the operator has been at fault, regulatory 
action may be taken. The Traffic Commissioner may revoke or suspend an operator’s 
licence or vary conditions attached to the licence. The Traffic Commissioner may 
take action against an operator who has failed to comply with a condition or under-
taking which has been attached to the licence. The 2008 Act gives the power for 
illegally-operated passenger-carrying vehicles to be impounded (ie those without an 
operator’s licence).31

58. In some cases, the Traffic Commissioner may attach a condition which prevents an 
operator from operating local services on certain routes or from providing local bus 
services of any description.

 

32 This includes cases where the operator has failed to 
run its services as registered, has failed to comply with the requirements of a quality 
partnership scheme, has interfered with another operator’s services or has operated 
dangerously. The Traffic Commissioner may impose a financial penalty up to a 
maximum of £550 per vehicle authorized on an operator’s licence.33

59. Operators are required to comply with the timetables they have submitted. The Traffic 
Commissioners published a practice direction on bus standards.

 

34

 
 
31 2008 Act, section 47 and Schedule 3.  

 It states that 
Traffic Commissioners expect bus operators to work to a target of 95 per cent of their 
timetabled services leaving the timing points for the route within the accepted toler-
ance of ‘up to 1 minute early or up to 5 minutes late’. For frequent services, the 
Traffic Commissioners expect that on at least 95 per cent of occasions six or more 

32 Section 26 of the Transport Act 1995 (as amended by the 2008 Act). 
33 The maximum financial penalty which a Traffic Commissioner may impose is £550 multiplied by the number of vehicles which 
are authorized on an operator’s licence. Each case is assessed on its merits by the Traffic Commissioner using the guidance 
set out in the Traffic Commissioners’ Practice Direction number 4, issued in November 2004. In reaching a decision, the Traffic 
Commissioner will apply their judicial discretion. 
34 www.dft.gov.uk/vosa/repository/PD%20standards%20for%20local%20buses.pdf. 
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buses will depart within any period of 60 minutes and that the interval between buses 
will not exceed 15 minutes. These targets apply everywhere in the reference area.  

60. An operator will always have the opportunity to submit to a Traffic Commissioner that 
there was a ‘reasonable excuse’ for a bus failing to run to its registered timetable, but 
the Traffic Commissioner will be particularly interested in patterns of timekeeping and 
whether the operator has taken all reasonable steps to ensure that buses run to their 
published times. 

61. The 2008 Act gives further powers to Traffic Commissioners in England and Wales to 
investigate poor punctuality. They can direct an LTA to provide information about 
how it manages its road network to facilitate the movement of traffic (‘its network 
management duty’) and to send representatives to a public inquiry. If bus operators 
are found to be at fault, a Traffic Commissioner can order them to spend money on 
improvements to service or facilities or to pay compensation to passengers in 
addition to a financial penalty. 

Local policy implementation 

Overview  

62. In paragraph 2, we outlined the increasing discretion for LTAs to tailor LTPs for buses 
to local needs. In order to implement these local bus policies, LTAs have a number of 
powers to enter into transport schemes or alternatively can reach voluntary 
agreements with operators. In addition, LTAs have a duty to support local bus 
services that they believe are appropriate and that would not otherwise be provided 
to the standard they think fit (see paragraph 13.1). 

Commercial market schemes and agreements 

63. LTAs have at their disposal a variety of powers to regulate local bus markets subject 
to meeting the criteria specified in the legislation and in particular to passing the 
appropriate ‘Competition Test’ administered by the OFT. The nature of the 
Competition Test is set out in paragraphs 12.81 to 12.83, and details of its specific 
application are given in Annex B. 

Quality partnership schemes 

64. The 2000 Act provided for an LTA to make statutory quality partnership schemes. An 
LTA can make a scheme if it is satisfied that it will help implement its relevant policies 
in the area concerned and either benefit people using the facilities by improving the 
quality of local services in the area or reduce or limit traffic congestion, noise or air 
pollution. Statutory quality partnership schemes require the LTA and the operators to 
commit themselves to delivering specific improvements to the quality of bus services 
in an area or along a bus corridor. The facilities provided by the LTA must either be 
provided at certain points along routes or be ancillary to those along routes. Typically 
the LTA invests in better infrastructure (such as bus lanes) and bus operators invest 
in better vehicles or service improvements. 

65. A statutory quality partnership scheme must be open to all operators who meet the 
required quality standards. Operators who have not provided a written undertaking to 
the Traffic Commissioner that they will provide services to the necessary standard 
may not use the quality partnership scheme facilities. Statutory quality partnership 
schemes require formal consultation with operators and interested parties and they 
must last for at least five years. 
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66. The 2008 Act now allows a quality partnership scheme to include frequencies, 
timings and maximum fares in the definition of the standard of service. This is pro-
vided that there are no admissible objections from a relevant operator with services 
operating in or registered to operate in the area. Grounds for objection are that it is 
not practical for the operator objecting to meet the standard of service or that it is not 
commercially viable for an efficient operator to do so. 

67. The 2008 Act gives the LTA the power to restrict the ability for operators to register 
new bus services or withdraw others in an area covered by the scheme. The enforce-
ment of this restriction is undertaken by the Traffic Commissioner. 

68. Scotland created the ability to make statutory quality partnerships in the Transport 
Scotland Act 2001. These are very similar to those operating in England and Wales 
save that the minimum frequency of services can be specified as part of the standard 
of service and the phased introduction of schemes is possible under the 2001 Act. 
Not all of the amendments made in the 2008 Act relating to quality partnership 
schemes have been made in Scotland. 

69. A quality partnership scheme has to satisfy Part 1 of the Competition Test as set out 
in Annex B. 

Voluntary partnership agreements 

70. A range of local voluntary agreements between LTAs and bus operators have existed 
since the mid-1990s and there are hundreds in operation.35

71. Under these agreements, an LTA typically agrees to provide improved facilities such 
as bus shelters, bus stations and bus lanes. One or more operators undertake to 
provide bus services of a particular standard, for example by introducing modern low-
floor buses.  

 

72. There is now a statutory definition36 of a ‘voluntary partnership agreement’ to cover 
this type of arrangement which was brought in through the 2008 Act.37

73. For a voluntary agreement to be a VPA, an LTA must undertake to provide facilities 
at specific locations along the routes served or facilities which are ancillary to those 
along the route or anything else to bring benefit to persons using local services. This 
is in practice a very wide definition. 

 This is 
important because a specific Competition Test for the bus market applies to these 
agreements. The 2008 Act provides that the OFT cannot impose a fine if a VPA does 
not satisfy the relevant Competition Test.  

74. In contrast to a quality partnership scheme, a VPA is a negotiated agreement 
between two or more parties, although both arrangements may include similar pro-
visions such as minimum frequencies, timings and maximum fares. There are no 
statutory provisions for enforcing the conditions, although the nature of the agree-
ment might set out what happens if any party fails to comply. It is not possible to stop 
other parties who have not signed the VPA from using the facilities.  

75. A VPA may be used to support a quality partnership scheme. For example, a quality 
partnership scheme might set out requirements about frequencies or timings on 

 
 
35 Source: DfT, The Local Transport Act 2008: Creating the right public transport system for your area. 
36 Section 153(2) of the 2000 Act, as amended by the 2008 Act. 
37 It is possible that certain voluntary agreements will not meet the criteria, although the DfT expects most that involve an LTA 
will. 
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routes served by more than one operator. A VPA might set out which operators will 
operate which service so as to achieve the frequencies or timings set out in the 
quality partnership scheme. Or alternatively the quality partnership scheme might set 
out the minimum standards and an LTA might want to agree additional standards 
with individual operators on a voluntary basis. 

76. These schemes apply in England and Wales. They have not been defined in legis-
lation in Scotland, although voluntary agreements between LTAs and bus operators 
are made. 

Qualifying agreement 

77. Where an agreement does not involve the LTA but is between bus operators, this can 
instead be classified as a ‘qualifying agreement’. This is provided that the LTA certi-
fies that it is in the interests of people using local services or does not impose 
restrictions that are not indispensable to the attainment of bus improvement 
objectives.38

78. A qualifying agreement is subject to the Part 2 of the Competition Test set out in 

 

Annex A rather than to the 1998 Act. The intention is that this will encourage oper-
ators to reach agreements on matters that are beneficial to local bus users. A quali-
fying agreement may support the delivery of a quality partnership scheme, for 
example by setting out how operators will meet the frequency requirements where 
they operate on overlapping routes. 

Quality contract schemes 

79. A quality contract scheme has the effect of making restrictions to the deregulated 
market introduced in the 1985 Act for a period of up to ten years. Quality contract 
schemes allow LTAs to determine the routes, fares, quality standards and frequency 
of bus services in specified areas by making a scheme. After the scheme has been 
made, a quality contract (for up to ten years39) is put out to tender and the successful 
bus operator gains exclusive rights to provide services to the local authority’s 
specification. If a quality contract scheme is implemented, the standard provisions of 
the 1985 Act relating to registering local services no longer apply. The services would 
not have to be registered and other operators would no longer be able to register any 
commercial services within the quality contract area. No quality contract schemes 
have been made although we are aware that some LTAs, for example Metro, have 
considered this option.40

80. The original intention was that quality contracts should only be introduced in excep-
tional circumstances where there was no practical alternative. The 2008 Act changes 
the test to one where the LTA must be satisfied that the following public interest 
criteria are met. The scheme must: 

 

(a) increase the use of local bus services;  

(b) bring benefits through the provision of services of a higher quality; 

 
 
38 The bus improvement objectives are defined in paragraph 17(9) of Schedule 10 as securing improvements in the quality of 
vehicles or facilities used for or in connection with the provision of local services; securing other improvements in local services 
of benefit to users of local services; and reducing or limiting traffic congestion, noise or air pollution. 
39 In England and Wales this was increased from five years by the 2008 Act. 
40 Metro submission to the CC, which can be found at: www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/ 
metro_part_a_excised.pdf. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/metro_part_a_excised.pdf�
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(c) contribute to the implementation of its local transport policies (not limited to bus 
services); and 

(d) be economic, efficient and effective. 

81. Any adverse effects on operators must be proportionate to the improvements in well-
being of persons living and working in the area and to the benefits of (a) to (d) above. 

82. The 2008 Act removes the requirement for the Secretary of State in England to 
approve a quality contract, although the Welsh Ministers must approve quality 
contracts in Wales. In England, LTAs must refer any proposed scheme to an 
independent Quality Contracts Board for consideration. The Board will make and 
publish its views as to whether the scheme meets the public interest criteria together 
with any recommendations. However, although the LTA must have regard to these 
recommendations and respond to them, the decision to make the scheme will be the 
LTA’s alone. Operators have the right to appeal to the Transport Tribunal41

83. A scheme may be made in the six months following the response of the LTA to the 
Quality Contracts Board. The 2008 Act removes the 21-month minimum period 
between making a scheme and when it is allowed to come into operation and allows 
for a phased approach for different aspects to come into operation. 

 about the 
proposed making of any scheme.  

84. Scotland introduced the ability to make quality contracts in the Transport (Scotland) 
Act 2001. These are substantively the same as the schemes in England prior to the 
changes made in the 2008 Act, except there is no public interest test but they can be 
considered where the requirement for making a quality contract is that it is necessary 
to implement a local transport authority’s policies in a way that is economic, efficient 
and effective. In addition, quality contracts can be brought into operation six months 
after they are made (rather than 21 months).  

Ticketing schemes 

85. The details of the statutory and competition law framework relating to ticketing 
schemes is given in Annex A. 

 

 
 
41 This is an independent judicial body which also hears appeals from driving instructors and from operators about service 
permits in London. It has UK-wide jurisdiction. 
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ANNEX A 

Statutory and competition law framework for multi-operator ticketing schemes 

1. Operators can cooperate to form multi-operator ticketing schemes. Where these 
schemes come within the terms of the Ticketing Block Exemption they can benefit 
from automatic exemption from Chapter I prohibition of the 1998 Act.42

Ticketing Block Exemption 

 In addition, 
local authorities in England and Wales have the power to impose mandatory multi-
operator ticketing schemes under the Transport Act 2000, and local authorities in 
Scotland under the Transport (Scotland) Act 2001. Where LTAs make a ticketing 
scheme under these Acts, a scheme needs to meet the requirements of a compe-
tition test in these Acts. 

2. Certain public transport multi-operator ticketing schemes are likely to prevent, restrict 
or distort competition and thereby fall within the Chapter I prohibition, for example if 
they involve fixing fares for individual operators’ tickets, carving up routes between 
operators, facilitating price-fixing, etc. However, certain multi-operator ticketing 
schemes can also generate benefits for consumers. The Ticketing Block Exemption, 
introduced in 2001 and renewed in February 2011, is in place to exempt certain 
multi-operator ticketing schemes from the Chapter I prohibition, in order to allow 
these consumer benefits to be realized, while putting in place conditions to ensure 
that ticketing arrangements only impose restrictions necessary to achieve efficiencies 
and benefits to consumers and do not substantially eliminate competition.43

3. Different types of ticket have different effects on competition and require different 
arrangements to make them work. Consequently, the Ticketing Block Exemption 
identifies several categories of ticketing schemes and requires that these different 
categories of tickets satisfy different requirements in order to come within the terms 
of the Ticketing Block Exemption. These categories are set out below: 

  

(a) Multi-operator travelcards (MTCs): entitle ticket holders to make multiple journeys 
on a number of different operators’ services across a number of different routes. 
The Ticketing Block Exemption allows this type of scheme provided that these 
routes and services are not substantially the same (at least three substantially 
different routes and services). 

(b) Through tickets (TTs): entitle ticket holders to make a particular journey using two 
or more services run by different operators. To come within the terms of the 
Ticketing Block Exemption, these schemes must cover only services where those 
operators do not compete with each other over a substantial part of the route 
covered by the ticket in question. For example, in the diagram below a TT might 
allow a passenger to travel from A to C on Operator 1’s and 2’s services, where 
Operator 1 provides a service between A and B and Operator 2 provides a 
service between B and C. 

 
 
42 Where an agreement falls outside the terms of the Ticketing Block Exemption there is no automatic presumption that it falls 
foul of competition law, ie while an agreement may be unsuitable for blanket exemption from Chapter I prohibition, an individ-
ualized assessment may show that the section 9(1) exemption criteria are met.  
43 Ticketing schemes that do not have as their object or effect the prevention, restriction or distortion of competition, containing 
instead only clauses that have a neutral or benign effect on competition, do not fall within the Chapter I prohibition (and hence 
may not come within the terms of the Ticketing Block Exemption). 
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(c) Multi-operator individual tickets (MITs): where two or more different operators 
provide services which can be used to make a particular journey and ticket 
holders can choose whichever service they use to make part or all of that 
journey. This can include return tickets. 

(d) Long- and short-distance add-ons: allow passengers to purchase an MTC as an 
extension to a ticket on an individual long-distance (long-distance add-on) or local 
(short-distance add-on) route.  

4. MTCs therefore involve multiple journeys, while TTs and MITs involve one individual 
journey (including returns).  

5. MTCs come within the Ticketing Block Exemption only when the operators’ routes or 
services are not substantially the same; similarly TTs only come within the Ticketing 
Block Exemption when the operators do not compete with each other over a substan-
tial part of the route in question. MITs, however, can involve routes or services that 
are substantially the same. The Ticketing Block Exemption guidance (the guidance)44

6. While the Ticketing Block Exemption prohibits operators jointly agreeing the prices 
for TTs, MITs and short- and long-distance add-ons,

 
states that to qualify as an MTC, the ticketing scheme must cover at least three 
substantially different routes or services. For example, the guidance notes that it is 
generally likely that a ticket valid over an entire geographic area, with many routes 
and services, will be an MTC, but that when a ticket is smaller scale (for example, in 
a small town), this will require more careful consideration. The guidance notes that 
there will likely be some overlap on any routes that operators wish to include in an 
MTC, and that common sense and local knowledge will play an important role in 
making this assessment.  

45

7. The Ticketing Block Exemption stipulates conditions on revenue distribution of 
certain of the categories of ticket, if they are to fall within its terms. The conditions 
stipulated by the Ticketing Block Exemption are as follows: 

 operators are not prohibited 
under the Ticketing Block Exemption from jointly agreeing the price of MTCs. 
However, the benefit of the Ticketing Block Exemption may be withdrawn if the 
agreement is not compatible with certain conditions—in particular, the guidance 
highlights that if the MTC price is linked to the fares of participating operators, the 
benefit of the Ticketing Block Exemption may be withdrawn. The guidance notes that 
pegging the MTC price to operators’ own prices would make it easier for those 
operators to increase their own prices. The guidance also notes that ‘pegging the 
price of the MTC to the prices of the leading operator’s travel card in an area, to 
ensure that the MTC is always sold at a premium over the price of its own travel card, 
would make the MTC unattractive to passengers, thereby weakening the ability of 
rival operators to compete through participation in the MTC scheme’. The guidance 
does not, however, provide any suggestions on how prices might be set without the 
Ticketing Block Exemption being withdrawn.  

(a) Revenue from MTCs can be distributed according to any mechanism provided 
that it does not provide incentives for operators to increase their own fares, or 

 
 
44 www.oft.gov.uk/shared_oft/business_leaflets/ca98_guidelines/oft439.pdf. 
45 Add-ons can include MTCs, which (as noted above) operators can set the prices for and still come within the terms of the 
Ticketing Block Exemption. However, operators are prohibited from agreeing the total price of a ticket including the add-on 
element. 

Operator 1 Operator 2
A B C

http://www.oft.gov.uk/shared_oft/business_leaflets/ca98_guidelines/oft439.pdf�
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reduce the incentive to compete for passengers. Examples of revenue distri-
bution methods that meet these conditions are according to passenger miles, 
weighted passenger miles, passenger journeys, registered mileage or revenue 
lying where it falls (in other words, the operator who collects the money keeps it). 
Revenue distribution that is linked to actual fares is unlikely to meet the condition 
that the method does not give rise to an incentive to increase an operator’s own 
prices.46

(b) Revenue from TTs is to be redistributed according to an operator’s posted price 
for the TT. Each party to the TT scheme independently sets the ‘posted prices’ 
that it can charge another operator for accepting a ticket that the other participant 
has issued. Revenue is then reimbursed for each passenger carried according to 
this posted price. For example, in the diagram above, suppose Operator 2 sets a 
‘posted price’ for carrying a passenger on its service between B and C of 85p and 
suppose Operator A sells a TT for travel between A and C, valid on both oper-
ators’ services, for £1.50. Operator A would then reimburse Operator B by 85p, 
and retain 65p for itself. The guidance notes that posted prices must be set in a 
non-discriminatory way—ie each operator must have a single posted price for 
carrying passengers between any two points which it charges any other operator 
who has sold a valid TT. The guidance does not discuss how operators may 
measure or agree the number of passengers for which they are due to be 
reimbursed. We understand that TTs are rare. 

  

(c) Revenue for MITs must lie where it falls, and over time the revenues will balance 
themselves out. The guidance notes that this method of revenue allocation may 
not be appropriate when one operator runs mainly daytime services and the other 
mainly evening services (often subsidized by the local authority). In this case, 
many passengers will buy a ticket during the day for return travel on the evening 
operator, and hence the daytime operator will collect the majority of the revenue. 
The guidance notes that in these circumstances operators will want to redistribute 
revenue by a mechanism other than ‘revenue lies where it falls’, and although this 
will not meet the conditions of the block exemption, the guidance notes that the 
OFT considers that such schemes are nevertheless unlikely to give rise to the 
possibility of eliminating competition. 

8. It is generally up to operators to determine whether their multi-operator scheme falls 
within the terms of the Ticketing Block Exemption, although the guidance notes that 
the OFT may, at its discretion, offer confidential informal advice to operators in some 
limited circumstances, such as where new or unusual questions arise in relation to 
the application of competition law. The OFT also has the option of issuing a Short-
Form Opinion (SFO) which can provide guidance to a business or its advisers on the 
application of competition law (in this case in relation to a multi-operator ticketing 
scheme) where there is an interest in issuing clarification for the benefit of a wider 
audience.47

Mandatory schemes 

  

9. The Transport Act 2000 (revised in the Local Transport Act 2008) permits local 
transport authorities (or more than one authority acting together) to make a ticketing 
scheme covering all or part of their area (or combined area) if the proposed scheme 

 
 
46 This issue is conceptually similar to the issues that arise in relation to concessionary fares—that operators might have 
incentives to increase their single ticket price if concessionary fares reimbursement is linked to the fare for a single ticket, for 
example.  
47 www.oft.gov.uk/OFTwork/competition-act-and-cartels/short-form-opinions/.  

http://www.oft.gov.uk/OFTwork/competition-act-and-cartels/short-form-opinions/�
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would be in the interests of the public and would contribute to the implementation of 
their local transport policies. Similarly, the Transport (Scotland) Act 2001 permits 
local transport authorities (or more than one authority acting together), if satisfactory 
ticketing arrangements are not in place in their area, to make a ticketing scheme if 
the proposed scheme would be in the interests of the public and would to any extent 
implement their relevant general policies. Schemes under these Acts are known as 
mandatory schemes.  

10. The Transport Act 2000 (amended in 2008) sets out four types of ticket that may be 
covered by a mandatory ticketing scheme: 

(a) tickets entitling the holder to make more than one journey on particular local 
services, whether or not these are operated by the same operator; 

(b) tickets entitling the holder to make a particular journey on two or more local 
services, whether or not these are operated by the same person; 

(c) where a particular journey could be made on local services provided by any of 
two or more operators, tickets entitling the holder to make the journey on which-
ever service the holder chooses; and 

(d) tickets entitling the holder to make a journey, or more than one journey, involving 
both travel on one or more local services and travel by one or more connecting 
rail or tram services. 

11. The Transport (Scotland) Act 2001 does not set out the categories of schemes that 
LTAs are allowed to mandate. It refers, however, to ticketing arrangements covering 
the same definitions set out in paragraph 10(a) to (c) above.  

12. As the DfT set out in its response to the OFT’s consultation on the Ticketing Block 
Exemption, the first type of mandatory ticketing scheme (see paragraph 1 above) is 
relatively broadly defined and encompasses ticketing schemes that would not satisfy 
the narrower definitions of ticket type in the Ticketing Block Exemption. A ticketing 
scheme falling within the Transport Act 2000 (or Transport Act (Scotland) 2001) is 
required to meet the competition test contained in those Acts. The competition tests 
apply only to the exercise of these functions that LTAs can exercise under the 
Transport Acts. Where an LTA does not have the power to impose obligations on 
operators, any agreement between operators will be voluntary, and subject to con-
sideration under the provision of the relevant legislation. For example, the Transport 
Acts do not give LTAs the power to set the prices in a ticketing scheme. Any agree-
ment concerning fares will therefore be voluntary (and subject to the provisions of the 
1998 Act). Therefore any agreements between operators as part of a mandatory 
ticketing scheme may be subject to both the competition test and general competition 
legislation such as the 1998 Act (and therefore the Ticketing Block Exemption). 

13. LTAs have the powers to define the routes encompassed in a mandatory ticketing 
scheme. However, the power to set up a scheme does not in itself allow LTAs to 
control prices of the mandatory scheme. If an LTA wishes to control prices of a 
mandatory scheme, this must be done with a further agreement, for example a 
voluntary agreement among operators (see previous paragraph), or an LTA might 
impose a quality partnership specifying maximum prices, which will be subject to the 
competition test for such partnership schemes (Part 1 test under the Transport Act 
2000). 

14. At the time of the Local Transport Act 2008 there were no mandatory ticketing 
schemes in England or Wales, and the only one we are aware of that has been set 
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up since then is the Bath Rider scheme. We are not aware of any mandatory 
ticketing schemes in Scotland.  
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ANNEX B 

Competition test 

Overview 

1. In this annex, we set out the details and parts of the Competition Test and how it 
applies in practice. 

2. The test in Part 1 of Schedule 10 to the 2000 Act applies to the exercise by LTAs of 
their functions relating to the making and varying of quality partnership schemes, the 
making and varying of ticketing schemes, and inviting and accepting tenders for 
tendered services under sections 89 to 91 of the 1985 Act. 

3. The test in Part 2 of Schedule 10 applies to VPAs and to certain qualifying agree-
ments between bus operators. A qualifying agreement which has as its object or 
effect the prevention, restriction or distortion of competition will be subject to the Part 
2 Competition Test only if the LTA certifies that it is in the interests of those using 
local services in the area of the LTA and it does not impose restrictions that are not 
indispensable to the attainment of the bus improvement objectives. 

4. All other agreements between bus operators may be caught by the Chapter I 
Prohibition of the 1998 Act. 

5. None of the Competition Tests are applicable to quality contracts, though the ‘public 
interest’ criteria set out in section 124(1) of the 2000 Act must be satisfied before 
such a scheme can be made. 

6. Where the relevant Competition Test is met, the agreement, scheme or proposed 
scheme will be deemed to comply with UK competition law. The Part 1 test does not 
apply where the agreement falls within Part 2 of Schedule 10, and the Part 2 test 
does not apply to the exercise by a LTA of the functions covered by Part 1. 

The Part 1 test 

7. There are three distinct stages to the Part 1 Competition Test.  

8. The first stage is to determine whether the quality partnership scheme, ticketing 
scheme or invitation to tender has a significant AEC. Typically, this will involve a 
consideration of the extent of any restrictions imposed on competition and the market 
power of the parties subject to the arrangement.  

9. If a scheme does not have a significant AEC, the Part 1 test is met. If, however, it 
does have a significant AEC or is likely to have such an effect, two additional tests 
must be considered before the Part 1 test can be met. 

10. An agreement that does not satisfy the first stage of the Part 1 Competition Test is 
not automatically prohibited and will be lawful provided that the second and third 
stages of the Part 1 Competition Test are satisfied. 

11. The second stage will be satisfied if the LTA is acting to achieve one of three speci-
fied purposes and can be ‘justified’. This must be that the intended purpose is to: 

(a) secure improvements in the quality of vehicles or facilities used for or in 
conjunction with the provision of local services; or  
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(b) secure other improvements in local services of benefit to users; or  

(c) reduce or limit traffic congestion, noise or air pollution. 

12. It is possible that a quality partnership scheme may meet more than one of the 
purposes specified. 

13. The third is whether the effect on competition is proportionate or likely to be propor-
tionate to the achievement of that purpose or any of those purposes. This means that 
any measures must not be more restrictive than is reasonably necessary, having 
regard to the relevant circumstances, for attaining the desired outcome(s). 

14. In addition to the proportionality test, the LTA must be satisfied that any restriction of 
competition is reasonably necessary to achieve the intended benefits to passengers 
that are expected to materialize as a result of the scheme. 

The Part 2 test 

15. There are four separate stages to the test, which applies to VPAs and to qualifying 
agreements which have been certified by the LTA. The test does not apply to a 
voluntary agreement between only one bus operator and one or more local 
authorities because such an agreement will not normally constitute an agreement 
between undertakings and would not therefore be subject to the Chapter I 
Prohibition. 

16. First, an assessment has to be made to determine whether the test applies by asking 
whether the agreement has the object or effect of preventing, restricting or distorting 
competition in the area. If it does not, Part 2 does not apply to the agreement and 
there is no need to consider the test further. However, if it does, the following 
questions must also be considered: 

(a) Does the agreement contribute to the attainment of one of more of the bus 
improvement objectives? If not, the Competition Test is not met. 

(b) Does the agreement impose on the undertakings concerned restrictions which 
are not indispensable? If so, the Competition Test is not met. 

(c) Does the agreement enable the undertakings involved to eliminate competition in 
respect of a substantial part of the services in question? If so, the Competition 
Test is not met. 

17. In the case of a qualifying agreement, an additional stage applies. If the agreement 
satisfies the first stage in the Part 2 test, it must, in order to fall within the scope of 
the test, have certification from the LTA that, in its view, the following two require-
ments are satisfied with respect to the agreement: 

(a) it is in the interests of passengers using local services in the relevant local 
authority area; and 

(b) it does not impose on the undertakings concerned restrictions that are not in-
dispensable to the attainment of the bus improvement objectives (see paragraph 
11 above). 

18. If the qualifying agreement has the appropriate certification from the LTA, it is an 
agreement to which the Part 2 Competition Test applies. The second, third and fourth 
stages of the test must then also be satisfied. If the certification is not given by the 
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LTA, the agreement is not an agreement to which the Part 2 test applies. Instead, the 
agreement will be subject to the Chapter I Prohibition of the 1998 Act.  

Role of OFT 

19. The OFT may commence an investigation into whether a quality partnership scheme 
complies with the Part 1 test or whether a VPA or certified qualifying agreement 
complies with the Part 2 test. The investigation may be prompted by a complaint from 
an affected person, such as a passenger or an operator, or it may arise from the 
OFT’s own initiative. Typically, the OFT will apply its prioritization principles to deter-
mine whether to commence an investigation. 

20. If, on the basis of its investigation, the OFT decides that the Part 1 Competition Test 
is not met, it may give to the LTA such directions as it considers appropriate. These 
may include a direction to: 

(a) vary or revoke a quality partnership or ticketing scheme;  

(b) vary or withdraw an invitation to tender for supported services;  

(c) vary or terminate an agreement resulting from such a tender; and  

(d) prohibit the scheme in the form proposed. 

21. Where, as a result of its investigation, the OFT decides that an agreement does not 
satisfy the Part 2 Competition Test, it may: 

(a) give directions to bring the infringement to an end; or 

(b) accept binding commitments offered to it. 

22. Where the OFT decides that the Competition Test is satisfied, it may subsequently 
take action in the instance that it has: 

(a) reasonable grounds to believe that there has been a material change of circum-
stances since it made its decision; or 

(b) a reasonable suspicion that the information upon which it based its decision was 
incomplete, false or misleading in a material way. 
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APPENDIX 12.2 

Partnership arrangements in Nottingham, Merseyside and Chester 

Introduction 

1. In this appendix, we consider in more detail some examples of statutory and volun-
tary partnership arrangements in Nottingham, Merseyside and Chester.1

Nottingham 

 

2. In May 2010 a statutory quality partnership arrangement was introduced in 
Nottingham with a duration of ten years. Rather than being route specific, the 
arrangement applies to all bus operators running services within the centre of 
Nottingham, covering 96 bus stops within the city centre.2

3. The stated aims of the scheme are to facilitate modal shift towards bus, improve 
infrastructure and information provision, increase the number of destinations served 
by local bus services, reduce congestion, improve environmental outcomes and 
maximize capacity at bus stops.

  

3

4. Under the scheme, Nottingham City Council (NCC) has obligations covering: 

  

(a) environmental schemes—specifically implementing access restrictions in the city 
centre; 

(b) bus priority—including (among other measures) maintaining bus lanes and 
providing clearways at bus stops; 

(c) infrastructure—providing bus shelters and information panels; 

(d) electronic information—maintaining a real-time information system; and 

(e) monitoring, enforcement and maintenance—providing resources to enforce traffic 
restrictions and to monitor customer satisfaction.  

5. The agreement requires operators to meet certain minimum quality standards: 

(a) Operator standards—provide reliable and punctual services, and only make 
changes to their services on certain pre-agreed dates. Operators must also notify 
the council of any intended service changes in advance, and participate in 
Nottingham’s multi-operator ticketing scheme. 

(b) Vehicle standards—use accessible and low emissions vehicles which are in good 
order, and provide accurate information. 

(c) Driver standards—drivers are required to drive safely and assist passengers. 

(d) Information standards—timetable information must be provided in a standardized 
way and be up to date. 

 
 
1 These areas are illustrative examples that were chosen. 
2 Local bus services which use the bus stations in the city centre but not the bus stops are not covered by the arrangement. 
3 The full text of the Nottingham statutory quality partnership agreement is available at: 
     www.nottinghamcity.gov.uk/CHttpHandler.ashx?id=16241&p=0. 

http://www.nottinghamcity.gov.uk/CHttpHandler.ashx?id=16241&p=0�
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6. In addition, the scheme includes a requirement for operators to participate in a slot-
booking system. Under this system, the number of departures allowed in any 30-
minute operating period from a regulated bus stop is limited to ten buses. The 
number of departures allowed in any 30-minute operating period from a regulated 
bus stand is limited to between four and six buses. Buses are only allowed to wait at 
stands for 5 minutes (or 10 minutes if the preceding departure slot is not booked). It 
is the responsibility of NCC to allocate slots to operators. If a bus stop or stand is at 
capacity, then incumbent services are given priority over new services. 

7. The council and Nottingham City Transport (NCT)—the largest operator in 
Nottingham—both thought the impact of the scheme had been positive. 

8. NCC told us that its view was that the partnership scheme had been successful as it 
had helped it to regulate bus services in the city centre, to plan bus services better 
and to reduce congestion. Since the scheme had been introduced, service reliability 
had improved and journey times had decreased.4

9. NCT told us that it had supported the local authority to increase ‘pedestrianization’ in 
the city centre as it attracted people to Nottingham. However, this had meant that bus 
services were increasingly concentrated on to fewer city centre streets, and so buses 
could be perceived to be part of the congestion problem rather than part of the 
solution. For this reason, NCT accepted that there needed to be some management 
of bus movements in the city centre.

 

5

10. In addition to its impact on congestion, NCT’s perceptions of the benefits of the 
Nottingham partnership scheme were that it provided a way of increasing competition 
in the long term by addressing issues around unstable competition via controlling 
headways, and by stimulating passenger growth which made it a more attractive 
environment for bus operators.

 Premiere Travel told us that the local council’s 
attitude was an important factor to consider before entering an area. NCC encour-
aged bus use, for example by providing bus lanes and allowing operators to place 
their timetables at all bus stops. There was no point in entering a market in very 
congested cities without bus priority measures. 

6

11. Some of the smaller operators were concerned that the agreement had raised 
barriers to entry in the city centre. 

  

12. As set out in paragraphs 52 and 53 of our Nottingham case study Appendix 6.4, 
Premiere Travel and Yourbus—both smaller operators—told us that the slot-booking 
system had made it more difficult for new entrants to start services, because if an 
incumbent with a high-frequency service was already present, there were no slots left 
for other operators to use. 

13. The impact of the slot-booking system on new entrants was considered by NCC 
when assessing whether or not the partnership agreement met the competition test. 
Its conclusion was that although the slot-booking system might have a detrimental 
impact on competition in the city centre, the proposed agreement would yield benefits 
for bus passengers, and that these benefits could not be achieved without the slot-
booking system as set out in the agreement. As such, the competition test was met. 
Commenting on how the slot-booking system was working subsequent to the agree-
ment being introduced, NCC told us that by and large there was enough space 
available. In particular, there was plenty of room available on less popular stops, 

 
 
4 NCC response hearing summary, paragraph 3. 
5 NCT response hearing summary, paragraph 26. 
6 NCT response hearing summary, paragraph 27. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110713_summary_of_a_response_hearing_with_nottingham_city_council_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110722_summary_of_a_response_hearing_with_nottingham_city_transport_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110722_summary_of_a_response_hearing_with_nottingham_city_transport_excised.pdf�
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close to the fully-booked stops, and it would be a long time until capacity was 
reached.  

14. Similarly, in the response hearing, NCT told us that the slot-booking system only 
became an issue when a cap was reached because every bus stand and bus stop 
was at its capacity. This was not the case at the moment in Nottingham. As a result 
of the partnership scheme in Nottingham, there were some constraints on the alloca-
tion of bus stops, in terms of number of departures per hour. There had been an 
argument put forward that those stops had effectively become blocked to other 
operators. However, there were vacant slots at stops which were nearby and these 
could be utilized by other operators. NCT supported the active management of this 
issue through a quality partnership and this also mitigated any negative perceptions 
arising from over-bussing.7

Merseyside 

 

15. There are eight statutory quality partnership agreements in place or being introduced 
on routes in the Merseyside PTE. Merseytravel told us that these schemes consisted 
of agreements on timetables and fares (under which operators would accept each 
other’s tickets) which allowed service frequency to be maintained on major corridors 
with fewer buses. The operators had responded to these agreements by purchasing 
new buses, while the local authorities would be introducing various highway improve-
ments and enforce bus lanes where they had the power to do so.8

16. Merseytravel told us that the aim of the partnership agreements would assist in the 
objectives of reducing congestion, improve journey times and reliability, and deliver a 
bus network that allowed people to access the services they needed to, along with 
getting to and from work.

 

9

17. A statutory partnership scheme covering route 14—operated by Arriva and 
Stagecoach between the centre of Liverpool and Croxteth—is scheduled to be 
introduced in autumn 2011. A qualifying agreement between Arriva and Stagecoach 
and certified by the LTA has covered the route since January 2011, anticipating 
some of the obligations of the partnership agreement relating to interoperability of 
tickets and timetabling. 

 

18. The draft partnership agreement for route 14 specifies a combined maximum fre-
quency, as well as defining a latest start time for the first service of the day and the 
earliest time for the start of the last service of the day.10

19. Under the agreement, Merseytravel is committed to: 

 It also requires operators not 
to change their timetable more than twice in any 12-month period, except under 
certain exceptional circumstances. Operators are required to accept multi-operator 
tickets and the daily and weekly tickets of other operators. The partnership agree-
ment makes provisions for the introduction of electronic ticket machines with smart 
card technology.  

(a) Information and marketing—maintain up-to-date passenger information that 
meets a number of minimum standards. 

 
 
7 NCT response hearing summary, paragraphs 26 & 28. 
8 Merseytravel response hearing summary, paragraph 18. 
9 Merseytravel response hearing summary, paragraph 19. 
10 The text of the draft agreement is available at www.buspartnership.com/index.php?fuseaction=statutory.route-14-croxteth-to-
liverpool. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110722_summary_of_a_response_hearing_with_nottingham_city_transport_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/11_07_18_summary_of_a_response_hearing_with_merseytravel.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/11_07_18_summary_of_a_response_hearing_with_merseytravel.pdf�
http://www.buspartnership.com/index.php?fuseaction=statutory.route-14-croxteth-to-liverpool�
http://www.buspartnership.com/index.php?fuseaction=statutory.route-14-croxteth-to-liverpool�
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(b) Infrastructure—provide and enforce bus lanes, parking restrictions and a bus 
priority system. 

(c) Bus stops—make various bus stop improvements. 

20. In addition to the timetable and ticketing provisions set out above, operators are 
required to meet various minimum quality standards: 

(a) Vehicle standards—operators are required to use vehicles which, for example, 
are low-floor DDA compliant, meet Euro 3 emissions standards, have CCTV and 
support real-time information. 

(b) Drivers—drivers should be uniformed, and new drivers should be given training 
on ticket products. 

(c) Customer service—each operator is required to have a customer charter cover-
ing at least the reliability and punctuality of the service. 

(d) Driver standards—operators are required to ensure that driver standards are 
high. 

21. Stagecoach told us that the partnership schemes in Merseyside delivered customer 
benefits, and could prevent concerns relating to cheap exclusion practices. It told us 
that because of the minimum standards it set, the partnership agreements made it 
difficult for operators to reduce frequency. It said that as a result of the partnership 
schemes, price and service delivery had become more important, and that it 
continued to compete for customers on price on routes within partnership arrange-
ments. Stagecoach told us that its prices were cheaper than Arriva’s on the route, 
and it competed to be the operator to sell the most tickets. 

22. Merseytravel told us that statutory quality partnership schemes allowed for on-road 
competition, and so long as new operators met the partnership’s quality standards 
they could start services on those routes, so the partnerships did not present a 
barrier to entry.11

23. However, a small operator in Merseyside ([]) said that it did not believe that quality 
partnerships would help it to compete and cited the example of the partnership on 
corridors in Merseyside where it said that the main operators had coordinated a 
timetable and agreed to accept each other’s tickets. It did not see how it would be 
able to operate on these routes with these agreements in place.  

 

24. Stagecoach told us that it had previously operated a low-cost, no-frills service on 
route 14 which had been successful, but that this service no longer existed as a 
result of the minimum standard obligations placed on Stagecoach in the partnership 
agreement. Nevertheless, it told us that, subject to the constraints of the departure 
slots in Queen Square, there was nothing to prevent anybody else introducing a 
similar service. 

Chester 

25. Following a long period of high-frequency competition between Arriva and 
FirstGroup, a voluntary partnership agreement (labelled the ‘Blacon Pointer’ service) 

 
 
11 Merseytravel response hearing summary, paragraph 20. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/11_07_18_summary_of_a_response_hearing_with_merseytravel.pdf�
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was introduced on the routes 1/1A and 15/15A linking Chester to Blacon and 
Saughall in September 2010.12

26. Chester and West Cheshire Council (CWCC) told us that the motivation for intro-
ducing the voluntary partnership agreement was its wish to avoid what it considered 
to be unsustainably high frequency on the corridor that had resulted from competition 
(some 36 buses per hour). In particular, it was worried about the high frequency on 
the corridor because of its implications for congestion, and because it thought that it 
would not be sustainable in the long term and might result in one operator withdraw-
ing its service. Meetings to implement the partnership were initiated by CWCC, and it 
told us that all aspects of the voluntary partnership had been negotiated in its 
presence. 

  

27. Under the agreement, the total frequency of services operated on the route is 
reduced to 16 buses an hour.13

28. A further condition is that operators accept each other’s tickets on their services. This 
covers all ticket types that are available to the passenger and sold by either operator. 
The operators are also obliged to participate in the council’s smart card ticketing 
scheme. The agreement explicitly states that all fares and tariffs are to be set at the 
discretion of the individual operator, and that fares collected will lie where they fall. 

 Operation of these services is split between 
FirstGroup and Arriva. The agreement specifies that any proposals to change 
frequencies will be discussed between the LTA and the operators prior to changes 
being introduced. Timetable changes are restricted to two per year. 

29. Vehicles are branded with the ‘Blacon Pointer’ logo. There are also conditions 
regarding vehicle specification and driver standards. Under the agreement, the 
authority is required to provide passenger information, and has undertaken to provide 
new and upgraded shelters. 

30. The agreement established a group to monitor the performance of the partnership 
agreement and resolve any issues that arise. CWCC told us that quarterly meetings 
of this group were held. Both local community and stakeholders (including the oper-
ators) attended in order to review the partnership agreement. 

31. CWCC told us that passengers appeared to be satisfied by the partnership. It con-
sidered that although the number of buses on the route had decreased, the inte-
grated ticketing meant that as far as customers were concerned there would be no 
real lessening of service frequency. 

32. However, we also saw some evidence which suggested that the reduced frequency 
implemented by the partnership agreement would result in a reduction in patronage. 
In an internal revenue and marketing plan, FirstGroup estimated that patronage on 
the route would fall as a result of the decrease in frequency, ‘prudently’ estimating 
the impact to be a reduction of 10 per cent after taking into account the positive 
impact on patronage of high-quality service on the route.  

33. We have not conducted a full review of the impact of the partnership agreement on 
the bus operators involved. However, in an internal document produced prior to the 
implementation of the partnership agreement, FirstGroup said that the agreement 
would [].  

 
 
12 Competition between FirstGroup and Arriva on this corridor is also discussed in the context of our analysis of tacit 
coordination in paragraphs 16–22 of our provisional findings on tacit coordination, and the annex to that paper. 
13 The full text of the Blacon Pointer voluntary partnership agreement is available at: 

www.buspartnership.com/index.php?fuseaction=voluntary.cheshire. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/provisional_decision_on_tacit_co-ordination_final_excised.pdf�
http://www.buspartnership.com/index.php?fuseaction=voluntary.cheshire�
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34. In establishing the partnership, the council applied the competition test. It began by 
concluding that the agreement was likely to prevent, restrict or distort competition 
because it would restrict the freedom of FirstGroup and Arriva to operate the service 
as they chose. This assessment was supported by a reference to the high market 
shares of the operators on the route. 

35. The council then went on to consider the improvement objectives of the agreement, 
which were set out as: (a) improving the quality of the vehicles and facilities on the 
service; (b) securing other improvements in local services of benefit to users of local 
services; and (c) reducing or limiting traffic congestion and pollution.  

36. Next, CWCC considered whether the agreement imposed on the bodies concerned 
restrictions which were indispensable to the attainment of those objectives. Under 
this consideration, CWCC asked whether ‘more efficiencies are produced with the 
agreement than without it’. It concluded that: 

the current way the service is operated is not efficient and cannot be 
sustained, or if it is sustained it is likely to lead to cuts to services else-
where in the Borough to recoup the costs incurred by the inefficient way 
in which the Blacon–Chester service is operated by Arriva and First. 
Without the VPA, the current situation is likely to continue. The in-
dispensible test is therefore satisfied. 

37. Finally, CWCC considered whether the agreement would give the bodies involved 
the possibility of eliminating competition in respect of a substantial part of the ser-
vices in question. It concluded that the improvements to the corridor could be used 
by other operators who might choose to serve the same route, and that although the 
VPA would restrain competition between FirstGroup and Arriva, it would not eliminate 
competition on the route. As such, it determined that the partnership agreement 
satisfied the competition test. 

38. We reviewed the available evidence as to whether operators have competed for 
passengers using fares since the introduction of the partnership scheme. In an 
internal document created prior to the introduction of the partnership scheme, 
FirstGroup discussed reducing its fares in order to boost market share. FirstGroup 
told us that it had not changed its fares since the introduction of the VPA in late 
August 2010 and that its strategy on these routes was to provide a better proposition 
than its competitors. CWCC told us that it was not aware of any price competition 
between Arriva and FirstGroup on the corridor since the introduction of the 
partnership agreement.  
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APPENDIX 12.3 

Concessionary travel schemes 

Introduction 

1. In this appendix, we review the way in which bus operators are reimbursed through 
the concessionary travel schemes, and assess whether the approach to 
reimbursement has any distortionary effects on competition which could be avoided 
through a different (more effective) approach. We would emphasize here that we are 
not reviewing the policy decision to provide concessionary travel and/or the level of 
benefit that is provided to passengers which are taken as givens in our analysis. As 
such, we recognize that any concessionary travel scheme will result in intrinsic 
changes to demand patterns and/or consumer behaviour but that these are not 
our concern here. 

2. We first look at the level of expenditure that is being made on concessionary travel 
and the principles through which operators should be reimbursed for carrying con-
cessionary passengers. Second, we look at the variations in the way in which the 
nations in the reference area administer the schemes and approach the calculation of 
the level of reimbursement. Third, we consider the evidence and views we have 
received about the impact of concessionary travel reimbursement on competition and 
identify the possible distortions. Fourth, we assess whether in practice there are such 
distortions to competition in any of the nations and conclude on whether we find 
an AEC. 

Level of concessionary travel expenditure and reimbursement 

3. The policy principle of providing some degree of concessionary travel in particular to 
older bus passengers is well established, although the precise coverage of the 
concession (for example, hours of operation) varies between the nations in the 
reference area. As an example, Table 1 shows how the mandatory elements of the 
concessionary travel scheme have developed in England. 

TABLE 1   Development of concessionary travel scheme in England 

Date Effect 
  

Pre-1985 Ad-hoc arrangements for concessionary travel available at local authority discretion in England 

1985 Buses de-regulated outside London. LAs able to make concessions available on operator-run services 

2001 Statutory half-fare minimum concession introduced on off-peak local bus services for pensioners (women aged 
60 and men aged 65) and the disabled 

2003 Eligibility extended to men aged 60–64 thus harmonizing age threshold with women 

April 2006           Statutory minimum concession increased to free off-peak local bus travel 

April 2008 Statutory minimum increased to free off-peak national travel on local buses in England 

April 2010 Age of eligibility aligned with changes to the female state pension age, which is set to increase to 65 by 2018 

Source:  DfT. 
 

 
4. The mandatory concession to local bus passengers has been extended several 

times. For example, in England, a statutory half-price fare for pensioners travelling in 
off-peak periods was introduced in 2001 and was enhanced to free off-peak travel in 
2006 in local areas and then nationally in England in 2008. In Scotland and Wales, 
the local bus concession extends to travel in peak periods. The widening of the 
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schemes has resulted in an increase in the amounts that are reimbursed through 
public funds and an increase in the number of concessionary passengers travelling.  

5. In the financial year 2007/08, net current expenditure on concessionary travel in 
Great Britain excluding London was £853 million; this was made up of £163 million in 
Scotland, £57 million in Wales and £633 million in England, outside London.1 Based 
on DfT statistics for England excluding London, by 2009/10 expenditure on conces-
sionary travel had increased by 140 per cent relative to 2005/06 (£329 million)—an 
increase of 115 per cent in real terms.2 The growth in the importance of the travel 
concession as a source of revenue is apparent, although this reflects that passen-
gers who were previously paying commercial fares no longer do so. In 2006/07, 
concessionary fare payments in England represented 24 per cent of operators’ total 
passenger receipts (excluding London). The proportions were higher in Scotland at 
36 per cent and in Wales at approximately 42 per cent of total passenger receipts.3

6. The general principle of concessionary travel reimbursement to operators is that they 
be ‘no better, no worse off’ as a result of the concession, and that reimbursement 
should reflect any lost income or additional costs. The DfT said that the reimburse-
ment of bus operators for carrying concessionary passengers was governed by 
European Regulation No 1370/2007 as well as domestic legislation.

 

4 Article 4 of the 
EU Regulation set out that the basis on which any compensation payment for a 
public service contract was made should prevent overcompensation and that ‘No 
compensation payment may exceed the amount required to cover the net financial 
effect on costs incurred and revenues generated in discharging the public service 
obligations’. The DfT set out that this precluded travel schemes being used to provide 
hidden subsidy (or state aid) to operators.5

7. In Scotland, achieving reimbursement on a ‘no better, no worse’ basis is described 
as an objective rather than a duty. In Wales, the Welsh Government told us that the 
reimbursement arrangements negotiated with bus operators and local authorities 
ensured that bus operators were fully funded for the marginal costs of carrying 
concessionary pass holders. 

 

8. As described below, there are differences in the administration of the schemes 
between nations; nevertheless, there are common principles to the basis for calcu-
lation. There are two theoretical components to the reimbursement: to compensate 
operators for the revenue that they do not receive from concessionary passengers 
compared with what they would have received without the concession (the revenue 
forgone), and to cover the additional (marginal) costs to operators arising from 
carrying the additional journeys generated purely by the concession. 

9. The revenue forgone is based on the number of concessionary passengers that 
would have travelled at the full fare. Therefore, the number of passengers that would 
have travelled in the absence of the scheme and the appropriate fare to be calcu-
lated need to be estimated.  

 
 
1 DfT Transport Statistics GB 2009, Table 6.14. These figures include not just reimbursement to operators but also 
administrative costs and expenditure on discretionary enhancements such as taxi tokens. 
2 DfT calculation based on www.dft.gov.uk/pgr/statistics/datatablespublications/public/bus/support/bus0502.xls. 
3 DfT Transport Statistics 2009: Table 6.14. Consistent comparisons for later years were not available. 
4 Paragraph 1.5, p5, of ‘new guidance’ document Concessionary Travel for older and disabled people: guidance on reimbursing 
bus operators (England), DfT, November 2010 which can be found at: 
www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/busoperators/pdf/busoper
ators.pdf. 
5 Paragraph 3.1.1 of ‘previous guidance’ document, which can be found at: 
http://webarchive.nationalarchives.gov.uk/20100413151441/http://dft.gov.uk/pgr/regional/buses/concessionary/informationlocal
authorities/reimbursementappeals/reimbursing. 

http://www.dft.gov.uk/pgr/statistics/datatablespublications/public/bus/support/bus0502.xls�
http://www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/busoperators/pdf/busoperators.pdf�
http://www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/busoperators/pdf/busoperators.pdf�
http://webarchive.nationalarchives.gov.uk/20100413151441/http:/dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/reimbursing�
http://webarchive.nationalarchives.gov.uk/20100413151441/http:/dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/reimbursing�
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10. The proportion of concessionary passengers who would have travelled despite 
having to pay the commercial fare is calculated based on estimates of their price 
elasticity of demand. This proportion is known as the ‘reimbursement factor’ (RF).6

11. There are different ways of approaching the calculation of the appropriate commer-
cial fare to use in the reimbursement calculation ranging from the use of a single fare, 
which may be discounted in some way to reflect the expected pattern of travel in the 
absence of the scheme, to an average fare based on a basket of fares, but which 
should reflect the fares that concessionary passengers would have paid in the 
absence of the scheme.  

 
This calculation can take account of a number of factors, including the impact of fare 
changes on the elasticity of demand (ie fewer passengers would have travelled at the 
higher fare) and potential differences in short- and long-run behaviour.  

12. There can also be an allowance for the additional costs of carrying passengers who 
would not have travelled at full fare but now travel at the concessionary fare—the 
generated passengers, although this is sometimes bundled in an overall reimburse-
ment rate per passenger. Costs which may be covered include the marginal operat-
ing costs of carrying extra passengers, and any marginal capacity costs, for example 
as a result of an increase in service frequency to cater for the additional demand 
from generated concessionary passengers. 

Approach to reimbursement 

13. The nations in the reference area have developed distinct approaches to the admin-
istration of the concessionary travel schemes. For example, there is a marked 
contrast between the decentralized approach in England compared with the 
nationally-run scheme in Scotland. 

England 

14. In England, the bus travel concession is administered at a local level. Before 1 April 
2011, there were 263 Travel Concession Authorities (TCAs) responsible for the 
administration of the concessionary travel schemes at local authority level, although 
some schemes were also operated at a county council level or across councils. From 
1 April 2011, the number of authorities involved has reduced as responsibility for 
administering concessionary travel (both the statutory concession and any 
discretionary enhancements in local schemes) has moved from lower-tier local 
authorities to upper-tier local authorities (PTEs, shire counties and unitary 
authorities). 

15. Any local variation in reimbursement arrangements under the mandatory elements of 
the concession must follow a minimum statutory consultation process. Proposals 
must be published at least four months before a variation and final details of the 
travel concession scheme must be published 28 days in advance of their coming into 
effect. Operators have a period of 56 days following the determination of final 
reimbursement arrangements or introductions of variation to make an appeal to the 
Secretary of State for modification of local reimbursement arrangements. 

16. In England, local authorities have the powers to offer additional discretionary travel 
concessions over and above the statutory entitlement to include, for example, free 
fares to children or free peak travel for older people. Following the introduction of the 

 
 
6 In Wales, the equivalent term is known as the ‘Modifying Factor’. 
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England-wide national concession on 1 April 2008, TCAs are responsible for 
reimbursing bus operators for all passenger trips that start within their own area.  

17. In 2009 it was announced that there would be a gradual increase in the age of 
eligibility for the statutory concession in England to age 65 in line with an increase in 
the pensionable age for women. 

18. The DfT provides guidance for English local authorities, which are TCAs on how to 
approach the calculation of levels of reimbursement in their schemes taking account 
of local factors. However, this guidance is not statutory and the way in which 
schemes are operated across the TCAs varies. We set out more details of DfT 
guidance for TCAs in Annex A; this guidance was revised in November 2010 to apply 
to schemes in operation from the start of the 2011/12 financial year on 1 April 2011.7

19. The previous DfT reimbursement guidance (which was valid for schemes until April 
2011) recognized that demand elasticity will vary for routes, operators or 
geographical areas and advised that TCAs should give consideration to which is the 
most appropriate, bearing in mind local circumstances and the data required. 
However, the data requirements necessary to take account of all relevant local 
factors were demanding, and the necessary information to rigorously apply the 
recommended principles and calculations were unlikely to be always available. The 
DfT gave some standard parameters for RFs, varying between metropolitan, urban 
and rural areas (as the travel concession was expected to have created different 
proportions of further trips in different areas). The DfT also recommended that RFs 
should be applied to an operator-specific fare, based on an average basket of tickets. 
The revised guidance for schemes commencing from 1 April 2011 makes some 
recommendations on revised methodologies, including more practical approaches 
using data derived from DfT-commissioned analyses to find appropriate parameters 
and methods, and simpler guidance on appropriate calculations of relevant fare 
levels.

 

8

20. We assess the likely impact of the new guidance below (see paragraphs 73 to 89), 
bearing in mind that during the period of our analysis the old guidance was in 
operation and any results need to be viewed in the context of that guidance. 

  

21. We recognized that it would not be practical to assess in detail all the concessionary 
schemes in operation in England. Rather, we asked LTAs to provide general infor-
mation about the nature of the schemes that operated in their areas in the financial 
year 2010 to 2011 and separately asked operators to tell us about the schemes that 
they participated in.9

22. We analysed this information to understand the nature of the main variations in the 
operation of the schemes that have developed. There are three main categories of 
calculating reimbursement amounts that we have identified: 

  

• per passenger—these are generally based on the existing DfT guidelines set out 
above and include amounts for revenue forgone and additional costs; 

• a fixed payment agreed often subject to upper and lower patronage bandings (this 
has the effect that if the number of concessionary passengers changes in a way 

 
 
7 New guidance (see previous reference). 
8 The research which underpins the guidance can be found at: 
www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/reimbursement-research/. 
9 We recognized that this was not a comprehensive analysis of the schemes. However, we received responses from 91 LTAs 
and all the Large and Mid Tier Operators which we considered provided us with a reasonable sample for the type of analysis 
that we have undertaken. 

http://www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/reimbursement-research/�
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that was not anticipated, the payment may deviate from the no better, no worse 
principle); and 

• a pro-rata payment from a fixed pool is made to operators based on relative 
numbers of passengers. This can be considered a ‘semi-fixed scheme’. 

23. We obtained details of 84 distinct scheme areas in England, noting that some 
schemes are operated at an LTA level or cover more than one LTA. In ten of these 
scheme areas, a different approach appeared to be followed for different operators, 
resulting in 94 different bases for reimbursement to consider. One of the main differ-
ences is that some TCAs had agreed fixed settlements with some operators but still 
reimburse others on a per-passenger basis. Of these 94 variants, 70 schemes 
(75 per cent) were on a per-passenger basis; 18 schemes (19 per cent) were on a 
fixed basis; and 6 schemes (7 per cent) were on a semi-fixed basis. 

24. For those areas that reimburse on a per-passenger basis (70 schemes), a wide 
range of RFs was evident, ranging from a low of 34 per cent (suggesting an increase 
in concessionary passengers as a result of the scheme of nearly 200 per cent) to a 
high of over 70 per cent. Five scheme areas have different RFs, depending on the 
type of route that is operated (eg urban or inter-urban); for example, in one scheme 
these varied from 39 to 59 per cent. 

25. In practice, we noted that there are many different schemes around England follow-
ing different methodologies. These appear to have been adopted for a variety of 
reasons, including the difficulties of applying the methods suggested in previous 
guidance given their complexity and the data requirements involved. Where other 
schemes are in use, they are still intended to be derived from calculation methods 
that stick to the ‘no better, no worse’ principle.  

Scotland 

26. In Scotland, the National Bus Travel Concession Scheme for Older and Disabled 
Persons was introduced on 1 April 2006.10

27. The calculation in Scotland follows the same broad principles as that in England, but 
applies the RF to a full adult single fare, discounted to reflect the range of cheaper 
tickets that non-generated passengers would have purchased in the absence of a 
scheme. The proportion of concessionary passengers who would have travelled 
despite having to pay the commercial fare (RF) is a fixed value, calculated from 
evidence from a range of locally-administered schemes, prior to the establishment of 
the current national scheme in 2006. The Scottish Government provided details of 
calculations that it had commissioned which underpinned the current levels of 
reimbursement in Scotland.

 It permits free bus travel within Scotland 
on any registered bus service to anyone who lives in Scotland, and is aged 60 and 
over, or meets certain disabled criteria, and had applied for and received a National 
Entitlement Card. Local authorities are responsible for issuing the National 
Entitlement Card. The national scheme in Scotland has a mandatory basis for the 
calculation of reimbursement to operators which applies uniformly across Scotland.  

11

28. The reimbursement rate for the concessionary fares scheme was amended following 
detailed independent analysis commissioned by the Scottish Government in 

  

 
 
10 Part 3 of the Transport Scotland Act 2005. 
11 www.scotland.gov.uk/Publications/2010/04/15164517/0: Improving the Evidence for Setting the Reimbursement Rate for 
Operators—ITS, University of Leeds. 

http://www.scotland.gov.uk/Publications/2010/04/15164517/�
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response to one of the key recommendations emerging from the report of the review 
of the scheme in May 2009.12

29. The scheme has a capped level of funding in 2010/11 of £174.2 million, 2001/12 of 
£180 million and 2012/13 of £187 million. The current reimbursement calculation 
does not incorporate an explicit price elasticity of demand element. 

 As a result the RF was reduced in April 2010 from 
73.6 to 67 per cent. Any ‘additional costs’ an operator has incurred through carrying 
those passengers that would not have travelled in the absence of a scheme are 
included in the overall reimbursement payment.  

30. Transport Scotland is responsible for administering payments under the scheme. 
There has been a change in the scheme management within the last year so that all 
changes in fare tables which are submitted to Transport Scotland for approval are 
submitted to three tests before they are agreed for reimbursement. The fare changes 
have to pass one of these three tests: either the percentage fare increase has to be 
less than the average annual fare increase for the most recent year (across Great 
Britain); or fares have to be no more than those already agreed for any other 
operators which are operating on substantially the same route; or finally, it has to be 
less than the mileage-related fares of the LTA for supported travel. If it does not pass 
at least one of these tests, then the old fare is used for concessionary reimbursement 
calculations regardless of what actual commercial fare is charged. The Scottish 
Government told us that it was already rejecting some of the fare tables it had 
received.  

Wales 

31. The Welsh Government is responsible for overseeing the administration of the 
concessionary travel scheme by local authorities in Wales. In April 2010, it issued 
new guidance relating to reimbursement to which authorities must have regard when 
establishing their own local reimbursement arrangements. The Welsh Government 
told us that a capped budget had been set for concessionary fare reimbursement of 
around £69 million in the 2011/12 financial year and that average fare and 
reimbursement rate calculations would be reviewed every quarter with bus operator 
representatives and local authorities to ensure that the budget was not exceeded.  

32. A national modifying factor13

33. A ‘representative concessionary fare’ is agreed between each participating operator 
and the relevant local authority that is to calculate the appropriate level of reimburse-
ment. In practice, this is based on each operator’s average adult single fare by depot 
as at September 2009 that has been increased for the current scheme year by the 
CPI of around 3 per cent. To the extent that the total cost of reimbursing operators is 
likely to be more than the available budget, then the modifying factor would be 
adjusted. 

 of 73.59 per cent has been established although local 
authorities can negotiate variations at a local level. The modifying factor includes an 
allowance to take account of a basket of fares, for example day tickets. 

34. The Welsh Government has negotiated a three-year deal with local authorities and 
bus operators that will give financial certainty for the period 2011 to 2014. 

35. The Welsh Government also reported some other measures that limited the financial 
exposure of the scheme and reduced risks of fraudulent claims or gaming of the 

 
 
12 See www.scotland.gov.uk/Publications/2010/04/15164517/1. 
13 As previously noted, this is the equivalent term to RF which is used in the calculation of reimbursement in Wales. 

http://www.scotland.gov.uk/Publications/2010/04/15164517/1�
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arrangements. For example, all claims could be checked now that smart cards were 
used for recording all journeys, reimbursement for multiple journeys could be capped 
at the day travelcard fare, and the modifying factor can be adjusted on individual 
routes where new routes were introduced with unusual fare levels. 

36. A budget of around £69 million has been provided for the concessionary scheme in 
2011 to 2012. The WG meets with bus operator representatives and local authorities 
quarterly to discuss any required changes to the modifying factor taking into account 
the forecast number of journeys and the representative concessionary fare.  

Impact of schemes on competition 

37. We now consider the evidence and views we have received from parties and third 
parties about the impact of concessionary travel schemes on competition.14

38. We have identified three broad areas that may lead to distortions. These are: 

 We 
identify whether distortions to operators’ incentives may occur with the scheme and 
the circumstances in which these would be most likely. We then consider the extent 
to which the evidence suggests that these incentives, where they exist, are being 
acted on.  

• an incentive to increase commercial fares and/or to change the structure of fares; 

• an effect on the process of competition; and 

• the different treatment of operators, ie the scheme might disadvantage certain 
operators. 

Incentive to increase commercial fares 

39. The OFT in its referral document considered that there were reasonable grounds to 
suspect that the concessionary scheme might provide an incentive for an operator to 
increase commercial fares, and that the incentive would be higher where the 
percentage of revenue due to the concessionary scheme was higher.15

40. The DfT told us that fares would be higher in a world with a concessionary scheme if 
the bus market was not perfectly competitive and revenue reimbursement rates were 
not completely tied to fare increases.

 The OFT set 
out that the intuition behind this was that, as concessionary passengers were not 
price-sensitive (as they did not have to pay) and concessionary fare reimbursement 
was to some extent based on single fares charged to non-concessionary pas-
sengers, although an increase in the fare might discourage some fare-paying 
passengers, this would be offset to a degree by the effect the increase had on con-
cessionary revenue. The greater the proportion of concessionary passengers, the 
stronger this impact would be. In its price concentration analysis, the OFT found that 
the average fare was higher where there was a greater proportion of the population 
eligible for concessionary fares. However, it could not be certain whether this was 
due to measurement error or to operators’ incentives. 

16

 
 
14 Specific questions on the impact of the concessionary scheme were included in the main party questionnaires and the LTA 
questionnaires. In addition, the Issues Statement set out that we would consider whether the concessionary fares regime 
distorted competition and we invited views. 

 Using simplifying assumptions, it suggested 

15 See Local bus services, The OFT's reasons for making a market investigation, reference to the Competition Commission, 
January 2010, paragraph 1.5. 
 16 Department for Transport initial submission to the Competition Commission review into local bus markets, Annex B, which 
can be found at www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/dft_public_submission_final.pdf. 

http://www.oft.gov.uk/shared_oft/reports/transport/OFT1158_Local_bus_services.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/dft_public_submission_final.pdf�
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that commercial fares could be up to 3–7 per cent higher and that this impact could 
increase if the assumption about the percentage of trips taken by concessionary 
passengers increased. The DfT told us that incentives might be distorted where RFs 
were fixed and did not adjust when fares were changed. In addition, a related effect 
was caused by the way in which average commercial fares were calculated for the 
purpose of reimbursement.  

41. The DfT told us that TCAs sometimes excluded season tickets from the calculation 
on the basis that over-60s were less likely to buy these in the absence of a conces-
sion. As a consequence, operators might be incentivized to increase prices for non-
season tickets, so feeding through to concessionary reimbursement. They could then 
promote season tickets to commercial customers at relatively low fares. As a result, 
the pricing of different fare types was distorted. 

42. Some other third parties that responded to us identified that some degree of incentive 
for operators to increase prices existed. These included Metro and [] and also the 
operator []. GMITA identified that in some circumstances an incentive for operators 
to increase prices existed, although it said that this to some extent had been reduced 
by changes in the most recent guidance on reimbursement to operators issued by 
the DfT. SPT told us that an incentive for operators to maximize the yield from fare 
changes existed. Lothian Buses told us that it had no record of increasing fares as a 
result of the concessionary travel scheme in the Greater Edinburgh market although 
it accepted that in situations where concessionary passengers made up a signifi-
cantly higher proportion of total passenger numbers operators may have an incentive 
to inflate artificially their prices. 

43. We found some examples of qualitative evidence suggesting that the presence of 
concessionary passengers changed pricing incentives; for example, in Appendix 
6.4—Cornwall, ‘Western Greyhound noted that as just over half of its passengers 
were concessionary fare passengers it now encountered less resistance to fare 
increases than in the past’ (paragraph 11). 

44. We found very few examples of material in internal papers which suggest that the 
concessionary travel scheme may be distorting normal commercial incentives. 
References include the following: []. 

45. In contrast, Arriva told us that: 

Even where payments under concessionary fare schemes are linked to 
levels of fare (for example, in Wales and Scotland and in some parts of 
England), Arriva considers that, due to the structure of the generation 
factor (which means that bus operators are not reimbursed the full 
amount of the fare), it would not be commercially sensible for an oper-
ator to increase fares to its fare-paying passengers (and risk losing 
some to other modes of transport or other bus operators) for the sake of 
seeking to achieve some benefits under the concessionary fare 
scheme. 

[] 

46. However, we consider that whether the scheme changes incentives in relation to fare 
setting depends on the details of the scheme design. It should be noted that we are 
talking about marginal adjustments in fares because of a change in some of the 
parameters that will be taken into consideration when setting fares to optimize the 
trade-off between higher fares and the loss of customers (and any savings in costs) 
which may result and schemes may be neither totally perfect nor imperfect.  
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47. In principle, no incentive to increase commercial fares should be created because of 
the ‘no better, no worse’ rule. This should mean that the effect of any increase to 
fares should be a reduction in the RF applied to fares. This is because the fare 
increase means that fewer concessionary passengers would have travelled in the 
absence of the concessionary scheme, ie they would have been deterred by the fare 
increase (and vice versa, a fall in commercial fares should cause an increase in the 
RF). If the RF is immediately, fully and accurately adjusted, then the effect is that 
concessionary revenues are approximately as price-sensitive as they would have 
been in the absence of the scheme. If these perfect conditions apply, the optimal 
pricing of commercial fares would not be affected as adjustment of the RF effectively 
corrects for the underling price elasticity of demand for concessionary passengers. 

48. In this context, we noted that, in contrast, the DfT analysis (see paragraph 40) indi-
cates the other range of the effect where conditions are ‘imperfect’. The simulation is 
an extreme illustration of a short-run effect because it assumes no consequent 
adjustment of the RF. Therefore it shows an upper limit of what might happen if the 
adjustment to RFs is partial and/or delayed. 

49. We have noted the variety of schemes in operation in England (see paragraphs 23 to 
25). Some LTAs use alternative scheme designs which are removed from the 
principles advocated in the guidance. For example, a fixed lump sum reimbursement 
may be agreed in advance, regardless of actual fare levels and passenger numbers. 
We are not able to conclude on whether these settlements are set at an appropriate 
rate that replicates the ‘no better, no worse’ principle. However, because the 
reimbursement is fixed, they would create no additional incentive to increase 
commercial fares, as this would not increase the amount of reimbursement operators 
receive, although it is possible that subsequent negotiations for future agreements 
may be influenced by such considerations. 

50. We considered that in theory the following circumstances may result in an increased 
incentive to raise commercial fares: 

• If there is a delay in adjusting RFs. These may be set annually or for longer 
periods and may not be varied as soon as fares are changed (although it is often 
the case that RFs can be adjusted retrospectively with a year-end balancing 
calculation).17

• If an area-wide RF is used, averaged over several operators, then the incentive to 
take account of adjustments to this in response to its fare decision is reduced, as 
determination of this factor to some extent becomes exogenous. Regardless of 
pricing decisions by other operators, it then benefits from increased reimburse-
ment from fare increases. This can still apply even where schemes are budget 
limited; in semi-fixed schemes, even though the total value of reimbursement is 
capped, if an operator increases its fares it may be able to increase the share of 
the available funds it receives—this depends on what other operators do. But in 
any case there is still an effect on passengers paying commercial fares even if no 
additional costs to taxpayers arise.  

 In other cases, operators are told in advance what fixed RFs will 
apply. 

• In a similar vein, if a national fixed RF is applied to all operators as in Scotland 
and generally in Wales, there is an inherent incentive to increase commercial 

 
 
17 There is often provision for reimbursement to be revised at year end and a settling payment is made or withheld to allow for 
changes in circumstances during the year, which might include changes in commercial fares. 
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fares, in the absence of any other controls or restrictions. We discuss those 
additional controls in the sections on those nations below.  

51. We agreed with the assertion of the OFT and DfT that all of these incentives would in 
theory be greater when the proportion of concessionary trips was greater. 

52. We also considered whether there was an incentive to distort fare structures to 
increase the level of concessionary reimbursement. We noted that with many ticket 
types available and increasing use of network and period tickets, calculating the 
appropriate fare to use is complex. If this fare is calculated by reference to only some 
fare types, then it is possible that operators could choose to increase these fares 
relative to other ticket types, and encourage commercial customers to use these 
other tickets (eg the price of single and return tickets increases but the price of day 
tickets becomes relatively cheaper and these are actively promoted to commercial 
customers). We therefore considered that in circumstances where the appropriate 
fare was calculated by reference to only some ticket types, this may result in an 
incentive to increase fares.  

53. We conclude that where schemes are imperfectly applied, an effect on the level of 
commercial fares may arise. The precise effect, and its extent, will depend on the 
design of the scheme locally or nationally and how quickly and fully RF adjustments 
are made. We assess and conclude on the impact for England, Scotland and Wales 
in the section below (paragraphs 86 to 101). However, the effects arising in this 
category apply to any operator, regardless of whether or not it was in competition 
with other operators. We specifically address how the operation of the concessionary 
travel scheme might affect the way in which operators compete with each other in the 
next section (paragraphs 54 to 61). 

Effects on the process of competition 

54. We set out above that a proportion of passengers become less sensitive to relative 
fare levels between operators if they benefit from concessionary fares (and totally 
insensitive where the concession provides free travel). This suggests that there are 
reduced incentives to compete on price because a reduced proportion of passengers 
are likely to switch to an alternative bus operator as a result of it having cheaper 
fares relative to the competitor. The extent of this reduction in incentive will depend 
on the proportion of concessionary passengers carried by the operator. As noted in 
paragraph 50, if we compare a scheme where RFs are not immediately and fully 
adjusted to changes in fares compared with the most effective one where they are, 
the incentives to compete on price are reduced, because changing fares for 
commercial customers will also result in changes to concessionary reimbursements. 
Cutting fares will reduce concessionary reimbursement, while increasing them will 
lead to increases for concessionary customers until RFs are adjusted.  

55. Go South Coast acknowledged a possible impact on competition on fares, and 
ALBUM noted that schemes might reduce incentives to compete on price, or to run 
fare promotions. This arose partly because of a limited demand response to fare 
changes from passengers, but also because operators may then receive a cut in the 
reimbursement they received for concessionary passengers. 

56. However, in contrast, a scheme may increase incentives to compete on other 
measures such as quality or quantity, as customers overall may become relatively 
more sensitive to these factors. For example, operators may want to timetable 
services or adjust service quality so as to be more likely to pick up concessionary 
passengers. Arriva, Go North East and [] told us that competition for concession-
ary passengers took place on service provision and quality.  
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57. The Cornwall case study [] notes: []. 

58. However, EYMS, Veolia and W H Nelson Coaches (Wickford) Ltd all considered that 
there was less incentive to compete for concessionary passengers. Stagecoach told 
us that there was less incentive because any extra concessionary passengers 
generated by the scheme were only reimbursed on the basis of additional marginal 
and capacity costs, and may reduce space on buses for fare-paying passengers.  

59. Several operators told us that the concessionary travel scheme encouraged entry, as 
there was a guarantee of a level of reimbursement for concessionary passengers 
and these passengers would get on the first bus that arrived going to their chosen 
destination. Operators making these points were Arriva, National Express,18 
Transdev and EYMS. FirstGroup told us that the concessionary fare scheme made 
entry easier. NCT told us that the concessionary scheme had encouraged some 
entry by operators which sought to rely on concessionary fares as their prime source 
of revenue.19

60. Norfolk Green in response to our provisional findings told us that there were distor-
tions in the way in which operators were reimbursed under the DfT models which had 
the general impact of not reimbursing operators sufficiently. It told us that this dis-
torted competition by forcing operators to reduce services or increase fares leading 
to a decline in the market. Also the low level of reimbursement constituted a signifi-
cant barrier to entry. We recognized that in principle under-reimbursement could be 
distortionary and affect the general economics of the whole market. But looking at a 
particular area, and especially on a particular overlapping service between operators 
we could not see why this would not affect all operators in the same way.  

 In contrast, Centrebus, ALBUM and TAS said that a lack of clarity 
about the basis for reimbursement might discourage entry. 

61. The application of the concessionary travel scheme may therefore have a mix of pro- 
and anti-competitive influences. We recognize that it will change the way in which 
competition occurs relative to no scheme existing, although we are not considering 
‘no scheme’ as a comparator. Rather, we are looking at the effects that differ with the 
application of schemes. We again noted the importance of the prompt adjustment of 
RFs. If these are not adjusted to changes in fares on an operator-specific basis, we 
expect that this would result in a relative reduction in the incentives to compete on 
price. 

Distortionary effects of different operator schemes 

62. As noted in paragraph 23, we found that in a few localities there is evidence of 
reimbursement being made on a different basis to different operators. In particular, 
some TCAs have agreed fixed settlements with some operators but still reimburse 
others on a per-passenger basis. Metro, for example, told us that the use of fixed 
agreements helped it to manage budgets and gave it and operators certainty. 

63. It is possible that this may create different incentives on operators. For example, an 
operator with a fixed agreement may have no financial incentive to seek additional 
concessionary passengers and, in contrast to other schemes, may have more 
certainty of income irrespective of changes to concessionary passengers. Bath and 
North East Somerset told us that where a fixed pot was agreed, an operator could 

 
 
18 National Express also referred to a previous CC inquiry which it said had found that concessionary fares could act to encour-
age entry by increasing the certainty of revenue—Arriva plc and Sovereign Bus & Coach Company Ltd: A report on the 
acquisition by Arriva plc of Sovereign Bus & Coach Company Ltd, Competition Commission, 7 January 2005. 
19 NCT told us that a free concessionary travel scheme had been provided by Nottingham City Council since 1972 and so the 
national concessionary travel scheme introduced had not had the impact in Nottingham that it might have had elsewhere. 

http://www.competition-commission.org.uk/inquiries/completed/2005/arriva/index.htm�
http://www.competition-commission.org.uk/inquiries/completed/2005/arriva/index.htm�
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reduce the size of its network and still receive the same level of reimbursement 
unless the agreement included a restriction to prevent that happening. 

64. We did not receive any evidence to suggest that distortions arose between operators 
in a local area where they were treated differently. However, fixed pot schemes offset 
any incentive to increase commercial fares, as this would have no effect on the level 
of reimbursement at least for the life of the particular agreement. We also noted that 
this made the administration of the scheme easier. 

65. Some operators highlighted the impact on competition of over- or under- 
reimbursement. [] Stagecoach and Centrebus told us that under-reimbursement 
made marginal routes unprofitable and generally reduced returns and investment in 
the industry. We noted that distortions to the process of competition would only be 
caused where reimbursement was not on a ‘no better, no worse’ basis. We are 
aware of the challenges to authorities in setting the appropriate level of reimburse-
ment but noted that there was no systematic evidence of errors in the calculation and 
that schemes in England were subject to appeal.  

66. NCT told us that there could be different reimbursement rates for the same journey 
from different LTAs. FirstGroup told us that differences between reimbursement rates 
between scheme areas could affect the attractiveness of different areas in which it 
operated. We were told by EYMS that differences between reimbursement rates 
between scheme areas might affect decisions to concentrate in one geographic area 
or another. This was also said to apply where reimbursement was by type of service 
(eg inter-urban) but was head to head with other types of service on part of a route. 
In some cases, the point of origin of a service (ie the LTA at the start where the route 
crosses LTA boundaries) can determine different reimbursement scheme and rates 
used. We expect that reimbursement rates are likely to vary between geographic 
areas or between types of routes as factors relevant to the level of generation of 
additional concessionary passengers may vary between them. Again this may raise 
concerns only where operators were not reimbursed on a ‘no better, no worse’ basis. 

67. Overall, we did not consider that the differences we identified caused a distortion, 
and we noted that there were some safeguards against errors in reimbursement and 
that these safeguards would be more effective where schemes were less complex.  

Assessment 

68. We now assess the impact of the operation of the concessionary travel schemes on 
competition.  

69. We considered whether there was any empirical evidence of a link between the 
extent of concessionary travel and average commercial fares. In its decision to refer 
document, the OFT reported that its price concentration study found that in areas 
where the proportion of concessionary passengers was high, there were higher fares 
(see paragraph 39 above).  

70. We tested to see whether the proportion of the population over retirement age in the 
areas immediately around routes created any incentives to increase fares, using the 
performance-concentration models and this is set out in Appendix 7.1, paragraphs 
109 and 126. This included data from the whole reference area, including England 
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(excluding London), Scotland and Wales. No significant effect on route-level pricing 
was found, although there are limitations to this test.20

71. Consequently it may be possible that some effect could exist, but we were not able to 
separate it out from all the other influences and noise that affect price-setting.  

  

72. As there are differences between nations in the operation of the scheme and we 
have found that distortions to competition may only arise in certain circumstances, 
we now assess separately each nation in the reference area.  

England 

73. We have noted above the difficultly in assessing the impact of the travel concession 
in England in that it is administered at local level. We have not been in a position to 
review every scheme as to the effect on competition, but we have noted the situa-
tions above in which there is likely to be an incentive for operators to increase prices 
and/or a distortion to the process of competition. These include the failure to adjust 
RFs to take account of changes to commercial fares, a potential distortion if a par-
ticular fare or a subset of all fare types is used to calculate the fare to be used as a 
basis for reimbursement, and the complexity of the requirements to operate the 
scheme. 

74. The DfT has issued new guidance for local reimbursement (see paragraph 18 cover-
ing bus concessionary travel schemes in England outside London commencing on or 
after 1 April 2011. The new concessionary travel reimbursement guidance is based 
on extensive research by the Institute for Transport Studies at Leeds University. The 
aim of the guidance is to assist TCAs in making more accurate reimbursement calcu-
lations. The DfT estimated at the time of publication that the new guidance, if applied, 
could deliver up to £100 million of reimbursement savings a year. Given the changes 
that have applied from 1 April 2011, we have considered whether the new guidance 
will address the incentives to distort competition set out above. 

75. The guidance is not statutory and TCAs are free to use the methodology of their 
choice subject to ensuring compliance with the objective that operators are left no 
better and no worse off as a consequence of the bus travel concession travel 
scheme. Operators can appeal to the Secretary of State for Transport to modify 
reimbursement arrangements set out by an individual Travel Concession Authority. In 
determining appeals, the Secretary of State (or an independent decision-maker 
appointed to act on his behalf) will give regard to the DfT guidance, as well as to any 
local additional evidence brought forward by each party to an appeal.  

76. The DfT told us that it took the view that the new guidance was an improvement on 
previous guidance, which required a lot of local data and the need to make a number 
of assumptions on various aspects of reimbursement despite sometimes a lack of 
robust local evidence. The new guidance is more prescriptive than previous guidance 
in several aspects, for example by providing defined values for elasticities and a 
demand curve for concessionary travel demand. Nevertheless, the guidance pro-
vides scope for TCAs to use local values or use alternative methods for some 
elements of reimbursement. A reimbursement calculator has also been provided by 

 
 
20 It should be noted that this is a fairly weak test. For example: the relevant variable was the proportion of over-60s in the local 
population, not the actual number of concessionary passengers on the affected route or in the relevant area; the price variable 
used was an implied average price for single tickets (calculated by revenue from single tickets divided by the number of 
boardings using these tickets) but this did not reflect the full range of applicable tickets; and while there is variation in the 
proportion of over-60s in local populations, the variability is not necessarily large. So it may be that a fairly similar incentive has 
applied to operators in their price-setting in all the areas. 
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DfT to use alongside the guidance which is designed to be more user friendly. A key 
change on previous guidance is the inclusion of some new features which should 
help reduce any incentive for operators to raise fares in order to increase revenue 
from concessionary travel reimbursement. These features are described below. 

Calculation of the average fare forgone 

77. The guidance makes it clear that it is not appropriate to use the commercial cash fare 
as a proxy for the average fare forgone (the fare that would have been paid in the 
absence of the scheme) in reimbursement calculations. In the absence of a conces-
sion, concessionary passengers would have bought various discounted products 
such as daily tickets—using the average cash fare therefore overestimates the aver-
age fare forgone and revenue reimbursement. 

78. The guidance therefore recommends that the discounted fare method should be 
used to calculate the average fare forgone. This consists of applying a discount 
factor to the average commercial adult fare, based on the prevailing fare structure 
(the price relativities of different ticket types) for a TCA/operator.  

79. We recognize that this approach has the benefit of reducing any incentive to the 
operator to set the commercial fare structure (ie relativities between cash fares, day 
and weekly tickets) with the objective of maximizing concessionary travel reimburse-
ment.  

Relationship between fares and demand 

80. A ‘single demand curve’ is used in the guidance to calculate the RFs. The single 
demand curve represents the relationship between average fares and concessionary 
journeys made. Given the inverse relationship between fare elasticity and the RF, the 
higher the increase in real fares over time for a particular operator, the lower the RF 
and therefore the less revenue reimbursement it will receive, holding all other factors 
constant. For instance, an operator in a non-PTE with constant real fares between 
2005/06 and 2011/12 would receive a RF of 47 cent compared with a reimbursement 
factor of 39 per cent if its real fares had increased by 20 per cent during that period.  

81. The DfT told us that it was its understanding that in the past some TCAs had set the 
RF at the beginning of the year and then revised, based on out-turn data, the aver-
age fare used in the revenue reimbursement calculations at the end of the year. The 
guidance, on the other hand, stresses the importance of using the same type and 
coverage of average fare in estimating the revenue forgone and average fares used 
to determine the RF. This is to avoid a disconnect between the average fare forgone 
and the RF which may create an incentive for operators to increase fares during the 
year in order to increase revenue reimbursement. In particular, the guidance advises 
that, where possible, TCAs should apply an end-of-year correction based on out-turn 
data to all elements of reimbursement. 

82. However, the DfT noted that this could be challenging as, according to primary 
legislation (Transport Act 2000), any changes to elements that were explicitly speci-
fied in the scheme at the beginning of the year would represent a variation. Accord-
ing to this legislation, a TCA must provide four months’ advance notice to an operator 
before a variation in the scheme is introduced. In practice, these legal constraints 
mean that the extent to which such end-of-year corrections to the reimbursement 
factor are possible is dependent on the level of detail that TCAs include in their 
original schemes at the beginning of the year.  
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Revenue offset in marginal capacity costs 

83. The guidance recommends that operators should be paid any net marginal capacity 
costs they have incurred as a result of increasing bus service frequency to accommo-
date additional journeys. These costs are net of the additional revenue generated 
from commercial journeys that arise from increased frequency.  

84. The additional revenue per journey is based on the average commercial adult fare, 
commercial patronage as proportion of total patronage on a service and their 
response to change in service frequency (measured by the service elasticity). The 
higher the commercial fare, the higher the revenue offset and the lower the net 
additional costs an operator will receive.  

85. There is therefore a direct link between an operator’s average commercial fares and 
the net amount of additional costs they could receive. This should provide a partial 
disincentive for operators to increase commercial fares with a view to increase 
reimbursement. 

Conclusions 

86. We welcome the revisions to the DfT’s guidance documents, as they take account of 
the incentives on commercial pricing that may arise under this scheme, and propose 
practical, simpler, measures in scheme design, based on more realistic information 
requirements. We consider that adverse consequences for competition are unlikely to 
arise when following the principles of this guidance, as it provides an effective means 
of ensuring that the ‘no better, no worse’ principle is properly applied on an operator-
specific basis, and so will not distort competition between operators or result in 
incentives to increase commercial fares. 

87. We note that this guidance has applied in England from April 2011 and we hope that 
it will be followed to the greatest extent possible. We note a number of factors that 
mean that this guidance is more likely than not to be followed: 

• we are conscious of the tightening fiscal climate and that there are up to 
£100 million of possible reimbursement savings identified; 

• we note that the guidance makes things simpler for TCAs; 

• we recognize that the higher-tier level of management of the schemes in England 
from April 2011 may allow more focused expertise to be applied; 

• we recognize that appeals will be settled on the basis of the guidance; and 

• moreover we note that the DfT told us that the features of the new guidance 
should help address the concerns it had. 

88. We conclude that if areas follow the guidance in determining reimbursement, then 
the potential distortions to competition would be avoided. Some alternative method-
ologies such as agreeing fixed payments may also not create an incentive to 
increase commercial fares, as this will also not affect levels of reimbursement. 
However, we would discourage an approach where other operators within the same 
area are treated on a different basis—for example, reimbursed on a per-passenger 
basis. 

89. We would urge the DfT to emphasize the benefits of following the approach to Travel 
Concession Areas. We cannot be certain that all areas will follow the guidance but 
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are satisfied that it deals with the potential issues we have identified. For this reason, 
we find that the administration of the reimbursement to operators of the concession-
ary travel scheme does not prevent, restrict or distort competition in the reference 
area in England. 

Scotland  

90. As described above, in Scotland there is a national RF. We have identified in our 
analysis above (see paragraph 50) that where a fixed RF applies and is not adjusted 
for changes in fare levels, then there is an incentive for individual operators to 
increase commercial fares. 

91. The Scottish Government said that in recent years in Scotland the average fare on 
which concessionary reimbursement was claimed had increased faster than average 
fares overall in Great Britain. However, this is due to a combination of changes in the 
types of journeys being taken and changes in the fares charged. Overall, it did not 
think there was any evidence that the overall level of commercial fares had been 
influenced to any noticeable degree by the concessionary scheme. It said that no 
complaints had been received about the impact of the scheme on commercial fares 
(of all types) and this was not an issue it had been concerned with until we raised it. 

92. The Scottish Government recognized that the incentives were likely to apply to the 
setting of commercial single fares as a result of the concessionary scheme as it was 
applied in Scotland, in that a common RF was applied to all operators based on their 
current fares regardless of their fare changes. However, it made a number of obser-
vations which it suggested may limit the consequences of such incentives: 

• It observed that through much of Scotland there was no head-to-head competition 
between bus operators and so changes to incentives to compete were unlikely to 
have much impact. 

• Concessionary travel was over 30 per cent of journeys and so was not the major 
factor in overall fare structure setting. 

• It drew our attention to the budget cap which limited the overall cost of the 
scheme. The scheme currently was coming in at a cost as anticipated. 

• There had been a change in the scheme management within the last year so now 
all changes in fare tables had to be submitted to Transport Scotland for approval 
before they were used for reimbursement. This process was described in 
paragraph 30 above. 

93. We consider that the last measure in particular appears to be a significant introduc-
tion in that it seems to limit the scope for fare increases as a result of the incentives, 
and it ties fare increases (for concessionary purposes) in Scotland to the rate of 
increase in England and Wales. Whilst there may be an incentive for operators to 
increase fares, in practice this measure has restricted the ability for operators to 
increase the fares as a means of increasing the level of reimbursement. 

94. We note that the common RF is simple to apply but that it does not take account of 
differences in generation factors arising in different areas or for different types of 
services, suggesting that while the ‘no better, no worse’ criterion may apply in aggre-
gate, it does not necessarily apply to individual operators. We also note that the RF 
has been relatively generous compared with most schemes.  
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95. The use of common RFs across areas will not take account of differences in price 
elasticities within areas. However, we are mindful of the extensive analysis under-
taken by the DfT that shows that elasticities tend to show most variation between the 
PTE and non-PTE areas, and that there is less variation in the non-PTE areas. The 
level of RF was until recently one of the highest in the reference area, and still 
remains relatively high. The Scottish Government told us that this might be 
accounted for by the fact that the scheme applied to peak and off-peak travel, in 
contrast to many areas in England where the concessionary scheme was mandatory 
only after 9.30am on weekdays. Consequently there is less generation of conces-
sionary journeys from a switch from peak travel to off-peak travel. We have not 
sought to assess whether the RF is appropriate.  

96. We do not find a prevention, restriction or distortion of competition as a result of the 
administration of the reimbursement to operators for the concessionary travel 
scheme in Scotland. 

Wales 

97. As set out above, in Wales there is a national modifying factor calculated, although 
local authorities can propose local variations. We have identified above that where a 
fixed factor applies across areas, then there is an incentive for individual operators to 
increase commercial fares. 

98. However, we have noted that the Welsh Government has introduced measures to 
support achievement of the overall budget for concessionary reimbursement. 
Effectively the link between the level of reimbursement and the actual commercial 
fare has been broken through the introduction of the representative concessionary 
fare. This is because the representative concessionary fare is based on a historical 
average fare for each depot increased by a common inflationary factor. If operators 
increase commercial fares now, there will be no impact on the level of reimburse-
ment. Rather, a national increase will be applied to the representative concessionary 
fare for each operator. 

99. We therefore conclude that with this approach in place there is no incentive to 
increase commercial fares as a result of the scheme, and we do not think that it intro-
duces any distortions into the process of competition. A proportion of customers will 
be insensitive to fare changes, but for commercial fare-paying passengers, fare 
promotions can be offered which will have no impact on the level of concessionary 
fare passenger reimbursement. 

100. We note that the points about common RFs discussed in the section on Scotland 
apply, although in Wales local authorities can propose changes to the representative 
concessionary fare and the modifying factor subject to the agreement of the Welsh 
Government. 

101. We do not find a prevention, restriction or distortion of competition as a result of the 
administration of the reimbursement to operators for the concessionary travel 
scheme in Wales.  
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ANNEX A 

Background to changes in reimbursement guidance in England 

1. In this annex, we provide further background to the DfT guidance on concessionary 
fare reimbursement. 

2. The DfT has provided guidance for local authorities on how to approach the calcula-
tion of levels of reimbursement, although it is not statutory and this has resulted in 
many different reimbursement arrangements around England. Wider proposals to 
change the guidance relating to reimbursement to operators have been subject to 
consultation by the DfT. Following consultation, revised reimbursement guidance, 
based on extensive new research, was published in November 2010.21

Pre-April 2011 guidance 

 The new 
guidance concerns schemes in England outside London starting on or after 1 April 
2011.  

3. This guidance sets out the broad approach for calculating appropriate concessionary 
reimbursement, which comprises compensation both for revenue forgone from con-
cessionary passengers, and any additional costs for carrying extra concessionary 
passengers. A summary of the basis for the calculation is given in Table 1 below. It 
can be seen that the information requirements to run this model scheme are high. 

TABLE 1   Components of the reimbursement calculation 

Total reimbursement due = Revenue Forgone (F) plus Additional Costs (A) 

F = number of trips that would have happened anyway (G) x estimate of average fares that would have been paid (P) 

G = total concessionary trips taken with operator (T) x RF 

Where the RF is a TCA estimate based on their view of elasticity (n) 

A = (total concessionary trips taken with operator (T) – number of trips that would have happened anyway (G)) x estimate of 
additional costs per generated passenger (C) + estimate of other additional costs 

Where: 

P – based on basket of fares from surveys and discussions with operator 

T – based on empirical data from operator and supporting surveys 

N – estimate based on historical and available evidence 

C – based on operator evidence (eg 1–15p per generated passenger) 

Source:  DfT. 
 

 
4. The revenue forgone is based on the number of concessionary passengers that 

would have travelled at the full fare. Therefore, the number of passengers that would 
have travelled in the absence of the scheme and the average fare to be used need to 
be estimated.  

5. The proportion of concessionary passengers who would have travelled despite 
having to pay the commercial fare is estimated from guidelines which provides 
estimates of their price elasticity of demand, ie how the number of journeys they 
would take varies with fares. This has to be estimated, as being non-fare-payers they 

 
 
21 New guidance can be found at: 
www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/. 

http://www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals/�
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will be unresponsive to price. This measures what would happen in the absence of 
the scheme. This proportion is known as the ‘reimbursement factor’. 

6. This calculation needs to take account of a number of factors including underlying 
trends in patronage, the impact of fare changes on the elasticity of demand (ie fewer 
passengers would have travelled at the higher fare) and differences in short-run and 
long-run behaviour. The DfT recognizes that elasticity will vary for routes, operators 
and geographical areas and advises that TCAs should give consideration to which is 
the most appropriate, bearing in mind local circumstances and the data required but 
states that ‘it may be appropriate to use the same elasticity for all reimbursement 
calculations within a single TCA or group of TCAs’.22

7. The DfT has given some standard parameters for RFs varying between metropolitan, 
other urban and rural areas (as the concessionary scheme is expected to have 
created different proportions of further trips in different areas). The DfT also 
recommends that RFs should be applied to an operator specific fare,

 

23 based on an 
average basket of tickets, but it notes that caution should be used where a high 
proportion of passengers are concessionary as ‘operators would face limited incen-
tives to keep ticket prices down’24

8. Concessionary travel schemes also allow for reimbursement for the additional costs 
of carrying the generated passengers, although this is sometimes wrapped up into an 
overall reimbursement rate. Costs which may be covered include the marginal oper-
ating costs of carrying extra passengers and any marginal capital costs: 

 since a higher full fare increases the reimburse-
ment. Other methods of creating a reference fare can be used if appropriate.  

(a) Scheme administration costs: although most costs are borne by the TCA, 
operators may incur additional costs for publicity and management time for the 
scheme. 

(b) Marginal operating costs of carrying extra passengers: these may range from the 
extra stopping time at bus stops for boarding to the need to put on extra services 
or increase frequencies to accommodate the increase in concessionary passen-
gers. The onus is on operators to provide evidence. The DfT quotes a default 
assumption of between £0.01 and £0.15 per generated trip including an element 
of capital costs.25

(c) Marginal capital costs: this relates to where an operator is required to provide 
additional capacity on a route. Strong evidence would be required and care taken 
that there is no duplication of capital costs within the marginal operating costs. 
The £0.15 is based on cost data for London operators to maintain sufficient 
capacity in the pm peak.  

 Where there are low load factors outside peak hours costs are 
expected to be at the lower end. In other cases, where operators need to run 
extra journeys, these could be more substantial.  

9. A hearing in the High Court following action brought by operators in 2009 challenged 
the principle that operators could only be reimbursed for actual additional costs and 
not make a ‘reasonable profit’ on these journeys. This was dismissed by the High 
Court in its judgment.26

 
 
22 Previous Guidance, paragraph 3.4.2. 

 

23 Previous Guidance, paragraph 3.5.1. 
24 Previous Guidance, paragraph 3.5.4. 
25 Previous Guidance, paragraph 3.6.5. 
26 www.bailii.org/cgi-bin/markup.cgi?doc=/ew/cases/EWHC/Admin/2010/223.html&query=title+(+Stagecoach+)&method=boolean. 

http://www.bailii.org/cgi-bin/markup.cgi?doc=/ew/cases/EWHC/Admin/2010/223.html&query=title+(+Stagecoach+)&method=boolean�
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Post-April 2011 guidance 

10. We now set out the guidance issued in November 2010 that applied from 1 April 
2011. The DfT told us that it took the view that the new guidance was an improve-
ment on previous guidance, which required a lot of local data and the need to make a 
number of assumptions on various aspects of reimbursement despite sometimes a 
lack of robust local evidence. The new guidance is more prescriptive than previous 
guidance in several aspects, for example by providing defined values for elasticities 
and a demand curve for concessionary travel demand. Nevertheless, the guidance 
provides scope for TCAs to use local values or use alternative methods. A re-
imbursement calculator has also been provided to use alongside the guidance which 
is designed to be more user friendly. A key change on previous guidance is the 
inclusion of some new features which should help reduce any incentive for operators 
to raise fares in order to increase revenue from concessionary travel reimbursement. 

Background to new guidance 

11. In November 2010, the DfT issued new guidance for TCAs in England on reimbursing 
operators. This is applicable for schemes starting in the financial year beginning April 
2011 in England outside London.27 The guidance aims to provide pragmatic advice 
on calculating appropriate levels of reimbursement although it is recognized that the 
only definitive interpretation of the law can be made in the Courts.28 However, the 
determination of any appeals relating to reimbursement payments to operators will be 
guided by the DfT reimbursement guidance along with any additional local evidence 
that is provided by the relevant parties to an appeal.29

12. The fundamental principle to achieve a ‘no better, no worse off’ level of reimburse-
ment remains. The guidance is based on extensive research commissioned by the 
DfT and undertaken by the Institute for Transport Studies at Leeds University (ITS).

 

30

13. Calculating reimbursement remains predicated on determining what would have 
happened in the absence of the scheme as it is today. TCAs should compensate 
operators for: 

 
As a result, the DfT was able to provide TCAs with specific parameters to the calcu-
lation of reimbursement and to reduce some of the information Travel Concession 
Authorities and operators need to input to calculate reimbursement. 

(a) Revenue forgone—that is, the revenue that operators would have received from 
those concessionary passengers who would have travelled and paid for a ticket 
in the absence of the scheme; and 

(b) Net additional costs–that is, additional costs that have been incurred as a result 
of the scheme, for example the need to put on an extra vehicle to cope with the 
additional concessionary passengers travelling as a result of the scheme. 

Revenue forgone 

14. The revenue forgone is an estimate of the revenue that would have been received in 
the absence of the scheme. It is dependent on the number of journeys that would 

 
 
27 www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals. 
28 New guidance, paragraph 1.9. 
29 New guidance, paragraph 1.11. 
30 New guidance, Annex C, describes the methodology and results in detail. 

http://www.dft.gov.uk/pgr/regional/buses/concessionary/informationlocalauthorities/reimbursementappeals�
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have been made (also known as ‘non-generated journeys’) and the fares that con-
cessionary travellers would have paid in the absence of the scheme. 

15. The recommended approach to estimate the number of journeys that would have 
taken place is to apply a RF to the number of journeys observed now with the free 
fare concession. The RF depends on the sensitivity to fare changes of passengers’ 
desire to travel by bus. 

16. The ITS research (see paragraph 12) has established the nature of the relationship 
between the demand for bus travel by concessionary passholders and the fare that 
they would have paid. A framework based on a single demand curve that represents 
the entire free fare concessionary travel market has been produced. This enables 
operator-specific RFs corresponding to their respective change in real average fares 
to be calculated accordingly. Whilst the evidence showed some differences in the 
inherent characteristics of travellers in PTE and non-PTE areas, it did not support the 
view that there was any significant variance by a more detailed disaggregation of 
regions, income or other characteristics.31 As a result, two single demand curves, 
one for ‘PTE-like’32

17. The appropriate RF is calculated based on the changes in local fares between the 
period when there was no mandatory free fare scheme (2005/06) and the current 
reimbursement period. It is therefore necessary to estimate the growth in real fares 
between the periods.  

 areas and one for non-PTE areas, have been estimated. 

18. Had there been no change in real commercial fares between 2005/06 and the current 
year, then the estimated RFs would be 51.2 per cent for PTE-like areas and 43.4 per 
cent for non-PTE areas.33

19. The guidance recommends that fares are calculated using a discounted fares 
method. This is the preferred approach as it requires relatively few inputs and does 
not require the TCA to make assumptions about the number of trips associated with 
discounted tickets. This is a change from the previous guidance which suggested 
that a basket of fares be used. It is recognized that obtaining data from 2005/06 for 
an operator may be difficult and a range of suggestions to derive best estimates are 
given which include a TCA-wide approach.

 If real fares have increased, then the RFs will be lower, ie 
in the absence of the concession, fewer passengers would have travelled. Con-
versely, if real fares have decreased over the period then the RFs would be higher, ie 
more passengers would have travelled anyway. 

34

20. For the current period, the discounted fare method consists of applying a discount 
factor (based on the existing ticket price structure for a TCA/operator) to the average 
commercial cash fare. This recognizes that in the absence of the scheme individuals 
would take up discounted tickets such as daily and weekly tickets. This approach 
might not be appropriate in all circumstances, for example where the service has a 
low frequency or where the operator does not offer certain types of discounted 
tickets.

 

35

 
 
31 New guidance, paragraph 6.9. 

 

32 The revised guidance now recognizes the fact that some non-PTE areas are more like PTEs in their characteristics and 
provides some guidelines on the choice of demand curve based on car availability as it is a significant determinant of bus 
travel. Census data has been used to identify those areas whose characteristics are more similar to PTEs in terms of car 
availability.  
33 New guidance, paragraph 6.22. 
34 New guidance, paragraphs 6.25–6.31. 
35 New guidance, paragraphs 5.8–5.11. In these circumstances the TCA can use the Basket of Fares approach as a fallback. 
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21. The discount factor is derived from a sample of smartcard data on observed conces-
sionary passengers’ trip frequencies at free fares in four districts in the NoWcard 
scheme in Lancashire.36 The data has been used to model how eligible people would 
allocate themselves to different ticket types (cash, daily and weekly tickets) depend-
ing on the relative price structure.37

22. The DfT provided a spreadsheet model that allows TCAs to enter details about fare 
structures, ie the ticket sales and revenue by ticket type. The model then calculates 
the discount factor which is applied to the average cash fare the operator currently 
earns to derive the average fare that would have been paid in the absence of the 
scheme.

 

38

23. Overall revenue forgone is the combination of the above elements: 

 

(a) total concessionary journeys multiplied by RF equals non-generated journeys; 

(b) average cash fare multiplied by discount factor equals average fare that would 
have been paid; and 

(c) revenue forgone equals non-generated journeys multiplied by average fare that 
would have been paid. 

Additional costs 

24. There are four components of additional costs to operators that have been identified 
as a result of the travel concession: 

(a) scheme administration costs: these are the costs of administering the scheme; 

(b) marginal operating costs: the costs of carrying additional passengers assuming 
service levels are held constant; 

(c) marginal capacity costs: the net costs incurred from additional capacity on a route 
to accommodate generated journeys after allowing for revenue gain; and 

(d) PVR costs: the costs associated with the requirement to run additional vehicles in 
the peak period due to generated concessionary travel. 

25. Guidance on estimating the level of reimbursement for each component has been 
provided.39 Where applicable, this is based on the detailed research by ITS already 
referred to, although in the case of the first component, scheme administration costs, 
this is noted as a matter for negotiation between the TCA and operator.40

26. ITS based its estimate of marginal operating costs on an econometric model of 
additional costs and on a bottom-up approach looking at fuel costs, insurance and so 
forth.

 

41

 
 
36 This data related to about 90,000 concessionary passholders who made a total of some 590,000 journeys over a five-week 
period (Annexes D9 and D11). 

 As a result, marginal operating costs are recommended at 7.2p per generated 
journey (at 2009/10) prices. This value is deemed appropriate for an average journey 
length of 3.9 miles. The variable element of this cost can be adjusted by average 
journey length where there is evidence that this default is not appropriate. 

37 New guidance, paragraph 5.15. 
38 New guidance, paragraph 5.31. 
39 New guidance, Chapter 7. 
40 New guidance, paragraph 7.9. 
41 New guidance. See Table 7.1. 
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27. Marginal capacity costs occur where the existing bus fleet is used more intensively to 
provide additional capacity for generated passengers through increased frequency of 
services. The DfT provided a cost model to help TCAs calculate this. This uses 
previously observed relationships between demand and vehicle miles and using 
average route length and speed to calculate the additional vehicle miles covered and 
number of vehicle hours. The guidance recommends cost rates of £0.61 per vehicle 
mile and £13.30 per vehicle hour, and states that these values are applicable in all 
situations and all areas of the country (excluding London) with no evidence of any 
strong variation.42

28. The final component of additional costs relates to PVRs. This is the need to add 
further buses to the fleet to cope with the generated concessionary passengers. The 
guidance states that the expectation is that this will be exceptional and so operators 
will need to demonstrate that such circumstances exist. 

 The guidance also recommends that some offset to these costs 
would result from additional revenue gain from commercial passengers as such 
demand would increase in response to an increase in frequency. A long-run service 
elasticity of demand of commercial passengers to a change in frequency of 0.66 is 
recommended. That is, for each 1 per cent increase in frequency there is a 0.66 per 
cent increase in commercial passenger demand. 

29. Based upon the research, it has been estimated that the cost of one more vehicle per 
year is £16,745.43 This can then be expressed as a cost per seat on a vehicle and 
multiplied by the number of additional concessionary passengers generated. The 
guidance also recommends that operators be allowed to earn a return at the esti-
mated cost of capital.44

Other principles 

 

30. The DfT provided some general advice to TCAs: 

(a) Spatial aggregation. The principles for reimbursement can be applied at different 
levels of aggregation (eg area, route, operator, service type, etc) and ultimately 
TCAs need to consider what level of calculation is most appropriate in the light of 
local circumstances. However, it is suggested generally that revenue reimburse-
ment and marginal operating and capacity costs be undertaken at operator level. 

(b) Whatever the level of aggregation, the importance of using the same basis to 
estimate the revenue forgone as the average fare used to determine the RF is 
stressed. If there is a disconnect, for example by applying a TCA-wide RF to an 
individual operator’s average fare, this may create an incentive for fares to be set 
with reimbursement in mind. 

(c) In setting reimbursement terms, TCAs will need to consider which elements of 
the calculation to base on out-turn data. It is suggested that an end-of-year 
adjustment to estimates based on historical data might be the most practical and 
cost-effective way of calculating reimbursement. So, for example, if fares have 
increased more than expected, this can be taken into account. 

 
 
42 New guidance, paragraph 7.39. 
43 New guidance, paragraph 7.57. 
44 New guidance, paragraph 7.67. 
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APPENDIX 13.1 

Tendered services: analysis of qualitative evidence from parties 

Purpose 

1. We present in this appendix evidence relevant to the market for tendered local bus 
services based on questionnaire responses from the LTAs1

Response to LTA questionnaire 

 and other relevant views 
and evidence expressed by LTAs and operators. 

2. We asked all LTAs a number of questions (in an LTA questionnaire) about how they 
approach tendering and make decisions about the award of tenders. We also asked 
for their observations about the nature of competition for tendered services and the 
behaviour of operators. 

3. The number of respondents split by type of LTA is shown in Table 1. 

TABLE 1   Response to the LTA questionnaire* 

 Responses 
received 

    
 PTE 7 

Unitary 31 
Shire 19 
Scotland 16 
Wales 
  Total 

18 
91 

Source:  CC. 
 

*SPT in Scotland covers a number of LTAs and in the summary is counted as only one response.  

4. A map showing the respondents to the survey is at Annex A. We consider that a 
reasonably representative sample of LTAs has been achieved with over two-thirds 
responding.  

5. We asked LTAs a number of questions about the way in which tenders are designed, 
the requirements for operators and how tenders are awarded. The nature and 
volume of the answers have been suitable to report through a series of summary 
statistics for ‘multiple choice’ questions. This approach has also been used to group 
the answers to some of the ‘freeform’ questions around key words used. In several 
areas, we have also grouped responses by type of contract—school or park-and-ride, 
or by type of area—unitary or Shire LTA, PTE, or Scotland or Wales.2

Evidence on tendered outcomes 

  

6. In this section, we consider the evidence provided on the nature of outcomes in the 
market for tendered services and look particularly at the number of bids received and 
the movements in the price of tendered contracts. 

 
 
1 The term LTA is taken to include Passenger Transport Executives unless otherwise specified. 
2 The grouping by some types of LTA—shire or unitary—may be somewhat arbitrary but is helpful in the case of Scotland or 
Wales which have different policies and transport legislation. For the purpose of the groupings, SPT is considered a PTE. 
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Number of bids 

7. We asked LTAs to tell us about the number of bids that they would like to receive. 
There were a range of views, with some LTAs saying that five or more bids would be 
desirable. Several LTAs thought one bid would be acceptable: Milton Keynes and 
Herefordshire thought that at least this would establish a price, and Warwickshire 
thought that one bid would be acceptable if the operator thought there was the 
potential for other bids.  

8. On average, the desirable level was expressed at 3.3 bids and this compared with 
average actual bids received of 3.6 per tender. 

9. Of the LTAs responding, 15 LTAs (16 per cent of respondents), told us that they 
thought there was a problem with the number of bids that they received in compari-
son to the level they thought desirable. These areas included West Yorkshire, 
Aberdeen, Berkshire, Brighton and Powys, with no discernible regional pattern. 

10. The LTAs provided data on bids they had received for tendered contracts based on 
their responses to 2009 ATCO Price Expenditure and Competition survey. This only 
covers contracts placed in 2009. This is summarized in Table 2. 

TABLE 2   Analysis of bidding experience based on ATCO survey 

 

Tender 
sample 

 

Proportion of total 
stock of contracts 

covered by 
sample 

% 

Number of 
tenders 

where one 
bid is made 

 

Number of 
tenders where 

no bids are 
made 

 

Tenders 
where one 
bid is made 

% 

Average 
number of 

bids received 
 

 
            

PTEs 396 21 64 1 16 4.47 
Unitary 220 19 36 10 16 3.24 
Shire 271 11 12 1 4 3.83 
Scotland 89 14 17 0 19 2.26 
Wales     68 12    0  0 5.62  0 
  Total 1,044 16 129 12 12 3.93 

Source:  This information is based on those responses to 2009 ATCO Price Expenditure and Competition survey provided by 
LTAs. This asks members to report on bidding experience. The table includes figures for local bus services excluding school 
contracts. 
 

Note:  The samples for Scotland and Wales are small and that for Wales was heavily related to one LTA. 

11. These results indicate that Scotland had a relatively low number of average bids with 
all other areas receiving more than three bids per tender on average. There was a 
range of experiences both between LTAs and within LTAs when comparing tender 
outcomes. Certain areas such as West Yorkshire and Fife had on average less than 
two bids per tender. 12 per cent of contracts across the country received only 
one bid. 

The variability in outcomes 

12. We asked all parties to give their views on why there is variation in bidding 
experience and price changes, and the impact on competition in the market for 
tendered services. 

13. Some of the larger operators put the responsibility for the level of competition firmly 
with the LTAs. Stagecoach told us that ‘the policy of the LTA is key to dictating the 
level of competition achieved for a given tender’. FirstGroup told us that requirements 
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of LTAs were not consistent and highlighted a report by the National Audit Office,3

14. Perhaps unsurprisingly, this is not a view shared by the LTAs, but nor is it a view 
shared by the majority of other operators which have emphasized a range of factors 
that influence the level of bidding in the market including the existing market structure 
and in some circumstances operator behaviour. 

 
which stated that LTAs and PTEs could improve the award of tendered services. This 
report referred to the scope for £26 million (10 per cent) of savings through taking a 
strategic approach to tendering, including considering longer contracts and greater 
bundling of tenders. 

15. We will now move to a detailed assessment of the evidence we have received 
regarding the impact of factors such as these on tendered outcomes. 

The factors that influence competition for tenders 

16. We now consider the following categories which may impact on competition for 
tendered contracts: 

(a) market characteristics: the existing structure of the market including the type of 
routes being tendered and the relationship to the commercial market; 

(b) entry: the ability and incentive for new entrants to bid for tenders and the likely 
nature of entry; 

(c) LTA behaviour: the design and assessment of the tender and the ‘trade-offs’ that 
LTAs may have in decision-making; 

(d) bidder behaviour: the extent to which operators bid against each other and any 
attempts to ‘game’ the system; and 

(e) outcomes: the number of bidders and the results of tenders which we described 
in the previous section. 

17. Each of these categories will now be considered in turn. 

Market characteristics 

18. In this section, we consider the evidence relating to a range of market characteristics. 
These include some exogenous elements, including the extent to which market 
conditions vary according to geography and demographics, and some endogenous 
factors, including market structure. 

19. We start by considering the experience in Scotland and Wales, as specific country-
wide factors have been described to us, and then contrast the experience there with 
that of the PTEs and LTAs generally. We then consider the evidence we have about 
variability in market structure.  

Scotland 

20. We received views about some of the key aspects that shaped the market for 
tendered services in Scotland. 

 
 
3 National Audit Office, 2005, Delivery Chain Analysis for Bus Services in England, p7. 
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21. SPT characterized ‘distinct submarkets reflecting different characteristics such as the 
diversity of geography—notably due to the island, peninsular and remotely rural parts 
of the region, demography and travel to work areas’. 

22. The Scottish Government described the nature of competition for tendered services 
in Scotland, and it is helpful to give an extract of its comments: 

There are significant differences between the central region, roughly 
bounded by the conurbations of Strathclyde in the West, Edinburgh in 
the East and the city of Stirling to the North and Scotland’s more rural 
areas in terms of the proportion of bus services that are operated 
commercially and those which are tendered and supported by local 
authorities. In the Scottish Borders, Dumfries and Galloway and much 
of Scotland, north of Dundee, outside of the cities of Aberdeen and 
Inverness, most bus services are operated with significant levels of 
subsidy. Exceptions are the longer distance services to the towns and 
cities. 

Competition in Scotland’s less populated areas mainly relates to local 
authority tenders, reflecting the difficulty of providing viable commercial 
services due to geography and demography. The level of competition 
for these tendered services is governed by the presence of operators 
with the resources to provide such services and these have their origins 
in the historical shape of the bus industry prior to deregulation. It can be 
difficult for small operators to survive in rural areas on tendered bus 
work alone, given the risk of losing services following unsuccessful 
tendering. Many are coach and/or taxi operators who regard tendered 
local bus work as a useful source of guaranteed income, given that they 
already have depot, maintenance facilities and staff. This ability to bid 
for work at the margin is an essential feature of the local bus market for 
all operators. 

Wales 

23. We now consider the position in Wales. The Welsh Government told us that: 

Over time, the market has matured local to such an extent that the 
provision of both commercial and tendered bus services is dominated 
by Arriva Buses Cymru; Stagecoach Wales; First Cymru; Veolia; Cardiff 
Bus and Newport Transport. In some areas, both commercial and 
tendered services will also be provided by small and medium sized 
operators that are likely to be family owned businesses. Although this is 
likely to involve a more limited range and frequency of services 
particularly in rural areas. We are aware that the major bus operators 
tend to dominate the provision of bus services in different geographical 
territories eg: Arriva Buses Cymru in North Wales; First Cymru in West 
Wales and Stagecoach Wales in the South Wales Valleys. On top of 
this, community transport operators may provide dial-a-ride and 
demand responsive transport services in the more rural and 
inaccessible communities. 

24. Carmarthenshire LTA similarly observed that ‘in the most rural areas we would not 
reasonably expect strong competition and would be grateful for just more than one 
bidder on some routes!’. 
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PTEs 

25. In contrast to Scotland and Wales, the PTE areas have a higher density of popula-
tion, larger market size and less obvious geographical constraints. This suggests that 
there could be different experiences in these areas. 

26. PTEs tender large number of contracts—for example, TfGM currently supports 
around 750 routes and Merseytravel supports over 500. GMITA4

27. There tend to be a relatively high number of operators of tendered services in the 
PTEs. Merseytravel and GMITA, for example, told us of up to 30–40 operators of 
tendered services in each area. Neither area had any competition concerns in the 
market for tendered services, and Merseytravel told us about the much lower share 
that larger operators had of tendered services compared with that in the commercial 
market. 

 spent £19.7 million 
in 2009/10 in supporting local bus services and a further £9.8 million on school 
services. This compares to, say, an average spend per LTA of £1 million in Wales. 

28. Table 2 shows that PTEs have an above-average level of bids per tender. However, 
this is not a uniform experience. West Yorkshire PTE told us that it received on 
average just 1.6 bids per tender. This was despite the fact that West Yorkshire spent 
£18.6 million a year, tendering over 400 contracts with an apparently similar market 
opportunity to that in other PTEs. It told us that there were some structural factors 
embedded into the nature of tendered services which resulted in a lower number of 
bids. Over 80 per cent of contracts extended the operation of commercial services 
despite only accounting for 20 per cent of total bus mileage. Until recently, other 
operators had not been willing to bid for ‘temporal extensions to commercial 
contracts’. 

29. West Yorkshire told us that the nature of tendered services was determined at de-
regulation in 1986 when the former nationalized subsidiaries ‘opted to run daytime 
services on a commercial basis requiring public subsidy of the early morning, 
evening and Sunday elements of the network’. It told us that generally these services 
were unattractive to the smaller operators and the ‘territorial nature of the bus market 
means that the larger groups do not compete with each other for the operation of 
services in another’s area’. It told us that competition for wholly tendered daytime 
routes was generally better, attracting an average of three bids per tender. 

Wider views of LTAs 

30. We asked all LTAs what influences the number of bids received, and in particular we 
asked LTAs why in certain cases only one bid for a tender was received. The per-
centage of LTAs answering in individual categories was as shown in Table 3. 

 
 
4 GMITA was abolished and its powers were transferred to the Greater Manchester Combined Authority on 1 April 2011.  
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TABLE 3   Reasons given for only one bidder for a contract 

 
% 

     
Late evening services/Sunday/outside core hours of operator 21 
Distance from depot 20 
Unattractive services 18 
Lack of other operators in the area 15 
Small value of contracts available 11 
Rural service 14 
Number of vehicles required for contract 9 
Never see this 7 
Meeting conditions of contract 7 
Off-peak shopper services 3 
Low patronage 3 
Fear larger operator might start similar commercial service 3 
Large operators share geographical market 1 
Lack of vehicles/drivers 1 

Source:  LTA responses. 
 

 
31. Table 3 shows that the main reasons given relate to the characteristics of the route 

being tendered and the structure of the local market. 

Route characteristics 

32. The DfT told us that tendered routes ‘usually consist of low density routes in rural 
areas and extra services in early mornings, evenings and on Sundays’.  

33. As shown in Table 3, LTAs’ responses were that these types of services were often 
unattractive to bidders. Many smaller operators did not operate any services on a 
Sunday or would find it uneconomic to keep depots open in the evening and beyond 
one driver’s shift. It is also probable that for early morning, evening and Sunday 
services, the operator who runs them commercially during the day is the one most 
likely to have the vehicles in place to run these contracts and may see benefits to its 
own commercial operations to run supported services itself. In addition, rural services 
may be some distance from an operator.  

Market size 

34. The total of tendered opportunities in some areas is relatively small, providing low-
value and infrequent bidding opportunities, eg Telford LTA told us that the level of 
business for a tendered operator in its area was low. 

35. Factors such as demography and geography will influence the extent to which local 
bus services are operated commercially. The extent of LTA support will then deter-
mine the size and nature of the market for tendered services. This will be a political 
decision about the amount of funding available to support services alongside other 
spending priorities. 

36. LTAs told us about the specific criteria that they used to determine whether and how 
services were supported. These vary by LTA. Some LTAs wish to ensure a minimum 
level of accessibility to services and set out the target frequency of bus services 
within a certain distance of the majority of people. Others have a weighted score for 
services taking into account, for example, whether the service serves relatively 
deprived neighbourhoods. Others also combine this with a maximum amount of 
subsidy per passenger on the journey. 

37. These decisions are often taken with policy priorities such as social inclusion or 
tackling congestion in mind. They may relate to a desire to encourage bus use, or 
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they may in rural areas principally be about the minimum levels of service needed to 
ensure accessibility. We separate out these factors from the impact of LTA behaviour 
in tender design and award on competition in the tendered services market which is 
considered later. 

Number and concentration of tendered operators 

38. The number of operators in LTA areas based on LTA responses to our question-
naires are shown in Table 4. 

TABLE 4   Average number of tendered operators by LTA 

 

Total 
operators* 

Of which Large 
Operators† 

   
 PTEs 21 2.7 

Unitary 11 1.4 
Shire 30 2.2 
Scotland‡ 10 1.1 
Wales 8 1.1 
  Total 15 1.6 

Source:  LTAs. 
 

*Averages.  
†Large operators refers to the largest five operators: Arriva, FirstGroup, Go-Ahead, National Express and Stagecoach. 
‡SPT covers a number of LTAs in Scotland. 

39. There is a considerable range in the number of operators already running tenders. 
This tends to be higher in the PTEs and the shires but relatively low in Scotland and 
Wales. More than one Large Operator is more likely to be present in PTE and shire 
areas. 

40. The presence of the Large Operators will also be influenced by the nature of the 
commercial market in the LTAs. For example, Fife LTA told us that the low number of 
bids it received for tenders was due to ‘territorial entrenchment’. Many of the smaller 
operators had been taken over and Stagecoach was the dominant operator. 

41. Several LTAs said (as indicated in Table 3) that if there were few existing operators 
and a concentrated market, either tendered or commercial, then this would tend to 
reduce the level of bids.  

Summary of market characteristics 

42. Table 5 shows categories of structural market factors that we have been told about, 
which can influence the size and attractiveness of the tender market. These range 
from exogenous factors such as geography to endogenous market factors such as 
the existing commercial market structure. 
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TABLE 5   Market characteristics in the market for tendered services 

Factor Characteristics tending to have a ‘negative’ effect 
    
Demographic and geography Large areas with low population density and patronage with adverse geographical elements. 

This includes impact of concessionary passengers. 

Size of market/opportunities Areas which have a low proportion of tendered services or where services are disparate 
across a region. An LTA with low levels of funding for service and tight criteria for tendering 
routes means less support to market. 

Existing commercial market 
structure 

An existing concentration of services with one operator and few other operators reduces the 
number of potential bidders.  

Existing tendered market 
structure 

A low number of existing tendered service operators which may be related to the commercial 
market. 

Type of routes that are not 
commercial 

A range of factors about the tendered route can affect its attractiveness to bidders including: 
• location; 
• time of day; 
• certainty of patronage; 
• whether fit with an existing network; and 
• whether the whole route or part at a certain time of day. 

Source:  CC analysis. 
 

 
43. These market factors will vary by LTA. There are also interrelationships with the 

commercial market and with other relevant factors such as entry, which can influence 
the market characteristics. 

Entry 

44. We now look at the extent to which entry to the market for tendered services is 
possible. New operators of tendered services, like any other operator, will need to 
address regulatory requirements—for example, to obtain a licence. In this section, we 
focus on those aspects which are specific to the market for tendered services. 

Evidence of entry 

45. We asked LTAs about whether they had seen examples of entry. 56 per cent told us 
that they had seen entry into the market for tendered services. However, this varied 
by type of LTA, as shown in Table 6. 

TABLE 6   Examples of market entry by type of LTA 

 

% of 
LTAs 

   
 PTEs 100 

Unitary 58 
Shire 58 
Scotland 44 
Wales 44 
  Total 56 

Source:  LTA responses. 
 

 
46. The variance may reflect the variance in market characteristics set out above, with 

the markets in many areas of Scotland and Wales said to have relatively unattractive 
characteristics. 
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Types of entry 

47. Some operators told us that entry to this market was more attractive than to the com-
mercial market. For example, EYMS stated that ‘tendered services are a better entry 
route than the commercial market due to the lower risk’. 

48. We have been told about a range of different types of entry into tendered services. 
Illustrations giving a sense of the main entry methods and some of the issues arising 
are given below:  

(a) De novo entry. Veolia, prior to its merger with Transdev, told us that it operated 
predominantly as a contract business and runs subsidized rather than commer-
cial routes. It told us about the new depots it had opened in Crossgates, Sheffield 
and York as a result of winning tender business outside its existing area of oper-
ation. It described this as an effective management approach whilst the business 
was expanding, but where it had not been successful in retaining contracts, it had 
produced difficulties. It described much of its cost base as fixed in depots and 
that if these became uneconomic, it had to try and recover the sunk costs. The 
larger operators also provided examples of entry into other areas through the 
market for tendered services. For example, FirstGroup entered local bus service 
operation in Cardiff through LTA contracts where, initially, services were operated 
from a yard where space was rented and as the service expanded a depot was 
established. 

(b) Expansion from existing bases. [] However, there are examples of where 
things can go wrong and Wiltshire LTA told us of an independent company which 
set up in Wiltshire (from Berkshire) but had to hand back the contract as it 
underestimated costs of running so far from home base. 

(c) Alternative types of operator. In East Riding, several community transport groups 
have entered into tendering in the last five years and won a significant number of 
tenders.  

(d) Entry from other product areas. Moving from coach operation to tendered ser-
vices is a potential entry means, and we have been given a number of examples 
of this. In Devon, a number of coach operators have won contracts including 
Beacon Bus and Hatch Green Coaches (from Somerset). The same has been 
seen in South Yorkshire, with a number of coach operators breaking into the local 
bus market, eg Expressway of Rotherham. In Edinburgh, Coach Lines, previously 
a private hire business, won a contract, and in Bridgend coach operators moved 
into local bus contracts. 

(e) Diversification of type of bus service. School operators can also become local bus 
service operators, for example Libra Travel in Wiltshire. 

49. We have not received many comments or support for any specific issues relating to 
barriers to entry in tendered services from operators. Transdev told us that the length 
of time to respond to a tender was too short and this favoured the incumbent oper-
ator who had existing information on the service. EYMS told us that if there was a 
requirement investment in new equipment, say Real Time Passenger Information 
systems, then this was unlikely to be viable for small-scale entry; and DRM Bromyard 
told us that the investment required to operate higher-frequency services (eg park-
and-ride or large bundled contracts) may be beyond the resources of smaller 
operators.  
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LTA encouragement to bidding 

50. We asked LTAs what they did to encourage a greater number and better quality of 
bids. Not all the answers had entry in mind, but many of the areas quoted are rele-
vant to the interaction between LTA behaviour and entry into the market. For 
example, SPT5

• the provision of patronage and revenue figures for contract renewals; 

 told us that measures in tender design it took to encourage bids 
includes: 

• allowing operators to bundle contracts (but rarely insisting on bundled bids); 

• setting ‘reasonable’ quality specifications; 

• offering tender options for contract length; 

• offering tender options for vehicle supply (that is, the option to use operator-
owned buses or SPT-owned buses); 

• retendering when appropriate; and 

• proactively raising awareness of tenders, processes and conditions.  

51. Table 7 summarizes the results across all LTAs surveyed. 

TABLE 7   LTA actions to increase number and quality of bids 

 
%  

     
Offer advice on procedures to smaller operators 25 
Wide advertising (eg business portal/OJEU) 25 
All registered local bus companies approached 20 
Relationship with operators 16 
Tenders broken down to individual items, eg 1 bus/1 driver/ 

weekend 12 
Critical mass—area-based tendering 8 
Provide vehicles to operators under lease 7 
Invitation sent to companies in neighbouring LTAs 7 
Flexible on timetables to fit in with commercial operations 5 
None 5 
Reverse auction/electronic procurement 4 
Gross and net cost basis for bid 3 
Reviewed contract terms and conditions 3 
Long consultation period 3 
Detailed patronage information 3 
Extending length of contracts 2 
Cannot approach operators due to procurement regulations 2 

Source:  LTA responses. 
 

Note:  Several LTAs told us about multiple actions that they did, and we have only included actions which had a score of over 
1 per cent. 

52. Table 7 shows that the most common actions relate to building relationships with 
operators, explaining the processes and also making sure that there is wide advertis-
ing of the tender. For example, ATCO6

 
 
5 

 told us that many LTAs use EU framework 
agreements with details published in the Official Journal of the EU and innovations 
such as e-tendering are aimed at stimulating the market of providers (although some 
operators told us e-tendering actually deterred operators—see paragraphs 86 and 

SPT response to remedies, paragraph 8.4. 
6 ATCO submission on provisional findings and possible remedies, p2. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/07_spt_response_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/atco_submission_for_website_rhd.pdf%20response%20to%20section%2013�
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101). At the local level, there is dialogue with smaller operators who are encouraged 
to diversify into operation of local bus services. Some options detailed in Table 7 may 
be inconsistent, for example breaking down the size of the tender into the lowest 
divisible size compared with an approach of tendering across areas to provide critical 
mass for entry. Other activities are less widespread and may only be suitable in 
particular local circumstances. No actions were taken in 5 per cent of LTAs. 

53. Table 8 draws together, for different types of entry, the barriers to such entry based 
on what we have been told, and also our assessment of the actions which LTAs can 
take to encourage entry. 

TABLE 8   A summary of entry type and conditions in the market for tendered services 

Nature Specific barriers possible Examples of LTA action 
     

Entry of existing operator 
from outside the LTA 

Small tender size may not make 
entry viable. 

Area-based tendering. Tendering issued in batches to 
provide critical mass. Wide advertising of tenders. Offer 
longer tender periods to encourage investment. 

Totally new entrant Timing to get a PSV licence. 
Procurement process may be 
challenging. Cannot provide a large 
number of vehicles. Difficulty in 
meeting quality standards. Revenue 
risk unattractive especially with 
limited market knowledge. 

Keep record of interested parties and provide advance 
notice of tendering events. Provide help and guidance 
on process. May allow bidding on a minimum cost basis 
or ensure revenue information available. Issue small-
size contracts. Consider appropriate length of contract. 

Coach operator becomes 
operator of school services 
or local bus services 

Existing vehicles may not comply 
with quality standards. May not 
have a sufficient number of 
vehicles. Revenue risk unattractive. 

Provide help and guidance on process. Practical 
approach to vehicle standards required, recognizing 
what may exclude bidders. May allow bidding on a 
minimum cost basis. 

Commercial operator takes 
on tendered work (not 
through deregistration) 

Does not fit with current working 
practices, eg Sunday or evening 
operations when depot closed or no 
drivers working. 

Cannot address fundamental route characteristics but 
may consider how routes are tendered together to 
provide critical mass. Alternatively certain small tenders 
may be an attractive ‘infill’ between existing commercial 
services. 

Source:  CC analysis. 
 

 
54. We next consider the wider context of LTA behaviour and the factors which influence 

tender design and award. 

LTA behaviour: tender design and award 

55. In this section, we first report the approach of LTAs and highlight the differences 
either by type of contract—for example, ‘school’ compared with ‘park-and-ride’7

Nature of tender 

—or 
by type of LTA—for example, PTE compared with Scotland. In this way, we aim to 
establish the extent of both commonality and variance in approach. We then look at 
the feedback the operators have provided on the impact of tender design on bidding. 
Finally, we consider the decision-making of the LTAs and the extent to which they 
face trade-offs between achieving more bidders and delivering best value. 

56. The first aspect of analysis relates to the nature of the tender. The results of the key 
responses to our questionnaires from the LTAs are shown in Table 9. 

 
 
7 LTAs split their responses into different categories of contract, eg school or demand-responsive services, where their 
approach differed across contracts. As a result, we had 163 examples of contracts from the 91 LTAs to analyse. 
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TABLE 9   Tender structure 
   

  
per cent 

   
    

LTA question 
All 

types 

Any types of area with significant 
variances 

 By contract 
Park-and-ride 

By LTA group 
Scotland Wales 

   
    Do you generally invite tenders on the basis of:         

(a) Net (minimum) subsidy only 58 21 85 83 
(b) Gross (minimum) cost only 15 42 11 11 
(c) Both bases always 25 32 4 6 
   

    Do any contracts you issue have any revenue-
sharing arrangements? 5  5  4 6  

   
    Do you issue more than one contract in a tender?         

(a) Always 23 16 33 9 
(b) Mostly 39 21 44 51 
(c) Sometimes 17 16 7 23 
(d) Never 21 47 15 17 
   

    Do you always allow bundled bids for contracts?         
(a) Always 66 74 74 37 
(b) Mostly 18 16 15 26 
(c) Sometimes 9 5 7 23 
(d) Never 6 5 4 14 
   

    Do you require bids at an individual contract level?         
(a) Always 84 95 81 89 
(b) Mostly 7 0 7 3 
(c) Sometimes 3 5 0 0 
(d) Never 3 0 11 0 

Source:  LTA responses. Where numbers do not total 100 per cent, this is due to rounding or incomplete responses. 
 

 
57. We can observe the following:  

(a) The most common type of tender is a net (minimum) subsidy where the revenue 
risk is taken by the operator. The option to bid on this basis is available in 83 per 
cent of cases, whereas the option to bid on a minimum cost basis is available in 
40 per cent of cases. 

(b) We have been told of some arrangements to share revenue between the oper-
ator and the LTA, but these are relatively uncommon. 

(c) It is typical to issue more than one contract at a time in a tender and to allow 
bundled bids for contracts. However, the majority of LTAs require bids also at the 
individual contract level. 

(d) In comparison with the average, park-and-ride contracts are more often offered 
on a minimum cost basis and, although there is less chance of more than one 
contract being issued at the same time, bundled bids are more often allowed 
although still split at a individual contract level.  

(e) In Scotland, it is less common for minimum cost contracts to be offered (in 15 per 
cent of cases). It appears more common for more than one contract to be offered 
in a tender. 

(f) In Wales, the use of minimum cost contracts is similarly low. Relatively few LTAs 
reported that they always bundled contracts in tenders, and this is consistent with 
there being fewer opportunities to bid on a bundled basis. 

(g) There are no material differences to the results for other types of contract, eg 
school services, and for other types of LTAs to highlight. 
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58. LTAs told us that the typical average contract length ranged from 18 months up to 
seven years. The average from the sample was 4.2 years. In some cases, contracts 
were for an initial period with the possibility of an extension—so, for example, three 
years with a two-year extension possible. Some LTAs told us that they were either 
considering or actually increasing the length of contracts, especially now that the 
maximum contract length in England was eight years (as a result of the 2008 Act). 
There were no significant variances to the average length by type of LTA. PTEs and 
unitary authorities were slightly below or at average, whilst Scotland and Wales were 
slightly above average. 

Contract specification 

59. We next looked at the specifications within contracts and the extent to which different 
options were requested by the LTA or could be suggested by the operator, as shown 
in Table 10. 

TABLE 10   Contract specification and requirements 

            per cent 

LTA question 
All 

types 

Split of analysis 
By LTA group 

 
PTEs     Unitary Shire Scotland Wales 

 
            

Which of the following characteristics do you 
generally specify for the vehicles:             

(a) Seating capacity 93 79 89 100 100 94 
(b) Maximum vehicle age 52 36 48 65 44 60 
(c) Vehicle type 44 21 48 39 52 43 
(d) Accessibility, eg low floor 67 71 71 65 70 57 
(e) Any other (CCTV) 32 43 39 19 26 31 
   

 
          

Do you set different service/quality specifications 
and invite bids for different options: 

 
          

(a) Always 13 7 21 19 11 0 
(b) Mostly 14 0 9 26 4 26 
(c) Sometimes 49 79 36 52 63 46 
(d) Never 22 14 30 3 22 29 
   

 
          

Do you allow non-compliant bids? 
 

          
(a) Always 12 14 18 16 4 6 
(b) Only if a compliant bid is also submitted 64 86 64 68 59 54 
(c) Never 24 0 18 16 37 40 
   

 
          

Do you invite operators to offer alternative bids (eg 
offering a reduced price, if a service operates at a 
different time than specified in the tender 
document): 

 
          

(a) Always 68 64 70 90 78 40 
(b) Sometimes 18 14 16 10 7 40 
(c) Never 13 21 14 0 15 20 
   

 
          

Do you provide information about patronage and/or 
revenue in the tender document? (when available) 

 
          

Answer—yes 67 57 82 74 48 54 
   

 
          

Do you require a qualitative questionnaire to help 
you assess the bid? 

 
          

Answer—yes 57 36 64 39 63 66 

Source:  LTA responses. 
 

 
60. The key points are: 

(a) The specification of vehicle characteristics is common, particularly for seating 
capacity and low-floor accessibility. Whilst the PTEs are apparently less prescrip-
tive about vehicle age and type than the average, they often specify emission 
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thresholds (under the ‘other’ category) which may tend to imply a certain type of 
vehicle. Often they also require real time passenger information systems 
(although there are examples where they have financed this). Scotland, Wales 
and shire LTAs have a similar profile of requirements on average. All areas have 
examples of LTAs that vary bid specifications with different options. This appears 
most prevalent in the shires and unitary LTAs. This pattern is repeated in the 
proportion of LTAs that allow non-compliant bids. Few allow this unless a com-
pliant bid is also submitted, but in Scotland and Wales non-compliant bids are not 
allowed in a high proportion of LTAs. 

(b) On average, 68 per cent of LTAs always invite operators to offer alternative bids, 
with this practice most prevalent in the shires, whilst the practice is least common 
in Wales. 

(c) Over two-thirds of LTAs also provide revenue and patronage information with the 
tender when this is available. Most LTAs collect performance information for 
tendered services (with the operator obliged under the tender to provide this), but 
some choose not to include this information in tender bid documents. We have 
been told that this information is not always available to the LTA, especially 
where the tender is to replace a commercial route that has been deregistered. 
TAS said that in practice it found that most operators will cooperate in supplying 
such information to the LTA but arrangements for passing this information on to 
potential bidders for replacement services are inconsistent.8 Some LTAs, eg Bath 
and North East Somerset,9 and City of York Council,10

(d) Over half of LTAs now require a qualitative assessment of the bid, and this is 
often linked to a points score combining price and quality. This is not prevalent in 
PTEs but is strongly used in Scotland and Wales, suggesting an emphasis on the 
quality of the bid. 

 said that they had been 
able to obtain such information and this information served to improve the 
number and pricing of subsequent bids. However, in other cases it seems LTAs 
do not seek this information or operators will not provide it.  

(e) There were few significant differences to highlight in comparing contract specifi-
cation and requirements. Park-and-ride contracts tend to have an above-average 
level of vehicle specification, whilst school contracts typically have a lower degree 
of specification beyond number of seats. 

Tender award 

61. We now look at the way in which tenders are evaluated and awarded, and Table 11 
summarizes the main areas from the LTA questionnaire. 

 
 
8 TAS response to remedies, paragraph 72. 
9 BNES response to provisional findings, p8.  
10 City of York Council response to provisional findings and remedies, 11d. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/tas_submission_for_website_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/bath_and_ne_somerset_council_submission_for_website_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_city_of_york_council_response_to_pfs_and_rn_rhd.pdf�
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TABLE 11   Tender evaluation and award 

         
per cent 

  

LTA question 
All 

types 

By LTA group 
         
PTEs Unitary Shire Scotland Wales 

      
 

              
What value for money indicators do you use?            
(a) Cost per trip/head or mile 

 
71 29 29 4 17 

(b) Points based on quality and price 18 0 18 16 30 20 
(c) Price the main factor 22 21 27 26 22 11 
(d) Most economically advantageous tender 5 0 5 13 4 0 
(e) Minimum patronage 1 0 4 0 0 0 
(f) Comparison against existing contracts 7 14 0 0 19 11 
(g) 30% of cost must be covered by revenues 1 0 0 3 0 0 
(h) Vehicle quality 0 29 0 0 0 0 
              
Do you have any costing models to help the assessment 

of bids? 7 21 11 0 0 6 

 
           

Do you have staff with bus market experience? 80 100 80 94 85 54 
              
Do you have your own arm’s length operating company? 15 0 27 19 7 3 

 
           

Do you use a points scoring system?            
(a) Yes for quality of the bid 9 0 4 0 15 26 
(b) Yes for quality and price 50 36 63 39 44 51 
(c) No 40 64 34 58 41 23 
              
How often do you negotiate after bids received?            
Answer: Never 40 43 50 35 33 31 
              
Do you limit the number of contracts awarded to any one 

operator? 2 0 0 3 0 9 

Source:  LTA responses. 
 

 
62. The key points to highlight are as follows: 

(a) PTEs are heavily focused on value-for-money indicators in assessing a bid, whilst 
other LTAs use a range of measures centred on either price alone or a combin-
ation of price and quality.  

(b) A high proportion of LTAs have staff with specific bus market experience to help 
assess tenders and there is a limited use of costing models. There are still a 
number of arm’s-length municipal companies and Kent, for example, told us that 
bids from this company were a useful benchmark in an evaluation of tenders. 

(c) We highlighted above the use of questionnaires on quality and Table 11 shows 
that these are often used in a scoring system. The use of such an approach 
alone or in combination with a price score is common in Scotland and Wales. 

(d) On average, 40 per cent of LTAs never negotiate after tenders have been 
received. Those that do told us that negotiations took place where there were a 
limited number of bidders or the value-for-money criteria were not met. 

63. We also asked LTAs for an explanation of their approach to tender evaluation and 
have summarized the key elements that they told us in Table 12. 
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TABLE 12   Tender evaluation: key elements of approach 

 
%  

     
Points based on quality and price 46 
Cost    19 
Track record any VOSA problems or no track record given weight 13 
Meets basic criteria then on price 12 
Funding constraint 9 
Evaluate additionality 5 
Quality evaluation model 7 
Price difference normally clear-cut—quality score a decider 4 
Range of options 3 
Good working relationship with operators 2 
Little choice 1 

Source:  LTA responses. 
 

 
64. The desire to ensure the quality of a bid is a major factor. There are some inter-

actions here with entry, with lack of track record in some cases having an impact on 
the ability of an operator to prove that it can operate the services to the required 
standard. 

De minimis contracts  

65. The responses to the LTA questionnaire highlighted the possible use of the de 
minimis exception to competitive tendering and the variation in the extent that it was 
used by the LTAs that provided us with data. The de minimis exception removes the 
need to use a competitive tendering process for awarding contracts provided that 
they fall within specified limits.11

66. Further discussion of the evidence we gathered on de minimis contracts is given in 

 

Annex B. 

Views of operators 

67. We asked operators what areas of tender design might affect the level of competition 
for a tender. 

Length of contract 

68. There was a commonly-expressed view that longer contracts would help encourage 
bidding where an investment in new vehicles was required to operate a contract. 
Arriva told us that in such circumstances it would normally look for a contract duration 
of at least three years, whilst Stagecoach looked for a [] commitment. EYMS 
highlighted the ability of the LTAs to agree contracts up to eight years and thought 
that this would help smaller operators needing to make an investment to run the 
tender. Go-Ahead told us that the longer the period of the contract, the greater the 
incentive to invest in a route. FirstGroup told us that the duration of the contract 
(including the risk of invocation of break clauses) was important, particularly where 
investment in vehicles or facilities was required. Transdev Blazefield told us that 
longer-term contracts were generally more attractive. 

 
 
11 The de minimis exception: for authorities with a total subsidy spend of less than £600,000, any individual subsidy contracts of 
less than £30,000 in any one year do not have to be tendered. For authorities with a spend of over £600,000 a year, up to 
25 per cent of contracts by value do not have to be tendered. The maximum length of a de minimis contract is five years. In 
Wales, up to 40 per cent of spend can be applied under the de minimis exception. 
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69. TransLinc told us that the length of time that a subsidized contract was awarded for 
could be a contentious issue in terms of competition. It said that it could be argued 
that contracts of one or two years allowed frequent testing in the marketplace. 
However, contracts of five years or longer could be considered more realistic if the 
LAs wanted to encourage the purchase of newer buses.12

Size of contract/bundling 

 

70. There were different views expressed about the size of the tender and the number of 
contracts included. 

71. We were told that offering contracts of a small size in terms of vehicle requirement 
could help small operators to bid. Avon Buses told us that this was its experience in 
Merseyside. Speedwell Buses told us that the LTA practice in Manchester of GMITA 
issuing contracts on an area basis excluded small operators. It said that issuing a 
number of contracts at the same time allowed larger operators to make packaged 
bids, which smaller operators did not have the capacity to do. Go-Ahead told us that 
if there was a decent bunching of contracts it was better for the larger operator, but 
that it understood why LTAs may choose to bundle a limited number of routes to 
encourage smaller operators to bid. EYMS told us that competition for a package of 
services in a contract had been lower as some smaller operators only wanted certain 
types of work.13

72. In contrast, relatively small tenders may not encourage operators to enter the LTA 
from other areas. There was a view expressed that a level of critical mass was 
required. Go North East told us that if a contract size was more significant it was 
viable to establish new operating bases. Go-Ahead Oxford told us that the degree of 
contract bundling could be very important so that a critical mass of work was built up. 
FirstGroup told us that degree of availability of bundling of contracts may encourage 
new operators into an area. 

 Centrebus told us that sometimes LTAs put out packages of tenders 
that were too large. [] 

73. There were thought to be potential efficiencies in bundling. Arriva told us that the 
flexibility provided to operators when contract bundling is offered can produce greater 
vehicle and driver efficiencies and that these could allow an operator to bid a lower 
price per unit. Go-Ahead South Coast told us that it would consider contract bundling 
if it was likely to provide operating efficiencies. Stagecoach told us that its operating 
companies would submit bundles where they could achieve economies of scale, 
scope or density by doing so and as a result costs to the LTA would be lowered. 
Rotala14

Contract requirements 

 told us that the attractiveness of bundled tenders depended on the design of 
the tender; it said that tendered work is not always released in batches or groups that 
inter-work successfully, meaning that an operator without a current operation in the 
area concerned would be faced with lots of vehicles each doing very little work if 
successful at tender, in the worst examples.  

74. There was general agreement that an increase in the specification of a contract led to 
an increase in the cost of the bid. The larger operators, although highlighting an 
increasing trend to higher standards, all seemed able to take this into account in the 
price that they quoted in the bid although FirstGroup stated that the ability to satisfy 

 
 
12 TransLinc response to issues statement, 19 February 2010.  
13 EYMS response to issues statement, March 2010, Tendered market issues, paragraph 4. 
14 Rotala response to remedies statement, paragraph 12b.  

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/translinc_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/EYMS.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/rotala_response_to_notice_of_possible_remedies_by_cc_rhd.pdf�
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requirements still depended on the LTA in question and that the requirements of 
LTAs were not consistent. FirstGroup told us that overspecified services or standards 
would clearly be more costly to provide. Arriva told us that the minimum contract 
standards and penalties would not normally deter it from bidding but the financial 
impact would be reflected in the price bid for the service. Arriva highlighted that 
different LTAs may set different specifications and that these may vary depending on 
how much focus on public transport there was locally. National Express told us that 
there were no issues in meeting the requirements of any of the LTAs that it currently 
operated tenders for. Go North East told us that there were minor variations in 
specifications and process between the LTAs and generally the move to higher 
specification in LTAs was not at an unreasonable pace. Go-Ahead South Coast told 
us that minimum standards would be complied with and costed into a bid but that 
these did not deter it from bidding as requirements could be handled without 
difficulties. Metrobus told us that it was only where there was a requirement for 
vehicles with seatbelts that it might be deterred from bidding, although such vehicles 
could be sourced if desired. Stagecoach told us that increased vehicle quality 
requirements would often feed directly into higher prices in bids to operate tendered 
services.  

75. Some Mid-Sized Operators told us that it was not difficult for them to satisfy the 
requirements of LTAs. Transdev said: ‘General requirements of LTA can be usually 
satisfied with specific requirements being reflected in the bid price. Requirements 
differ between LTAs particularly with regard to vehicle type, however, in the main no 
one LTA is more difficult to satisfy than others.’ Cardiff Bus told us that it generally 
had no problems in meeting requirements. EYMS said that for a professional bus 
company the requirements of LTAs were in its experience not difficult to satisfy. 
Lothian Buses told us that minimum standards specified had not in general deterred 
it from bidding for contracts. NCT said that it did not have difficulty in meeting the 
standards for the contract it bid for. Reading Transport told us that it could usually 
meet the standards without difficulty, although the age of the bus required could be a 
consideration that caused it problems. Wellglade (Trent Barton) said that it did not 
find the requirements of any LTA it dealt with difficult to satisfy. Veolia told us that 
although the requirements of LTAs varied in terms of the complexity of documen-
tation and in performance criteria requirements, they were generally simpler than 
some other tenders, for example NHS and some universities. 

76. Blackpool Transport did tell us that it was becoming ‘more and more difficult’ to bid as 
LTAs became more prescriptive in requirements and that this would only increase 
tender prices further.  

77. TransLinc told us that the LTAs it was involved with usually had a list of approved 
operators or a framework agreement that operators could join. It said that this was a 
bar to completely open competition but did try to ensure minimum quality standards 
(and thereby safety standards) in terms of vehicles and drivers. It told us that the 
benefits outweighed any hypothetical reduction in competition.15

78. Some Large Operators recognized that they could have a relative advantage. Arriva 
said that its chances of winning a [] were reduced because the award had often 
historically been made on price alone and not quality. Go-Ahead Metrobus stated 
that it preferred tenders with a quality evaluation as this rewarded operators that ran 
a professional service. 

 

 
 
15 TransLinc response to issues statement, 19 February 2010. 
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79. The results of the small party questionnaire are mixed in this area. Some Small 
Operators said that the level of minimum standards in a contract might discourage 
bidding ‘to some extent’ but few ‘to a large extent’. As an example, Speedwell Bus 
told us that it considered that high specifications did not help the small operator and 
created a high barrier to entry for new operators. ALBUM told us that some local 
authorities wanted to control the tendered market. This resulted in a lot of bureau-
cratic procedures. Pre-qualification for the tender process and the prescriptive nature 
of the tendering timetable deterred smaller, and often more innovative, operators.16

80. There were other views expressed that it was more difficult for smaller operators to 
meet the specifications for some contracts. Some LTAs also agreed with this, for 
example Caerphilly LTA told us that it was important to set service standards that 
smaller operators could meet, and the Welsh Government considered that service 
specifications might restrict entry in some cases.  

 

81. Several operators thought that the ability to make alternative bids to the LTA could 
overcome some of the issues with the specification of contracts. Alternative bids 
would demonstrate to the LTA the cost of the additional specification and may 
encourage more innovative approaches to delivering a service.17

82. In their responses to our provisional findings, several operators drew particular 
attention to procurement practices adopted by LTAs, noting that these were 
extremely bureaucratic, made bidding for tenders more difficult and expensive, and 
appeared to constrain LTAs from effectively seeking best value from tenders. 

 FirstGroup, in 
particular, thought that the ability to offer alternatives would help to ‘alleviate over 
specified tenders’. However, Stagecoach did not agree and gave the example of the 
LTA for Cumbria County Council which, for a tender relating to 25 services, had 
asked for bids on 252 different options. Arriva told us that the opportunity for oper-
ators to submit alternative options around the core service determined in the specifi-
cation would often see operators able to offer a lower price per unit as the operator 
would have some flexibility in routings of vehicles or journey timings. It also said that 
overspecification in tenders could lead to less innovation; in its experience, allowing 
first a compliant tender and then a non-compliant tender often led to savings and 
advantages to the local authority. Norfolk Green told us that where an LTA was not 
prepared to consider alternative specifications to a tender, it was less likely to be 
prepared to bid. 

83. Go-Ahead18

84. ALBUM told us that it believed that procurement officers in councils never told the 
Transport Department about non-compliant bids, which might provide better value to 
the LTA, and the way procurement officers assessed bids denied the local authority 
the best value and sometimes cheapest contracts.

 told us that there was too much separation between the different budget 
holders in local authorities so this did not necessary ensure best value for money. 
Tender requirements could also be overspecified and overcomplicated and this 
would put off some bidders. Go-Ahead noted that variations in bids could be intro-
duced after the preferred bidder stage, but not all local authorities were aware of this. 
It also felt that the criteria for selecting the operator were not necessarily proportion-
ate to the level of services being tendered. 

19

 
 
16 

 It said that there has been a 

ALBUM hearing summary, 4 August 2010. 
17 Stagecoach said that the extent to which LTAs could consider bids which did not comply with the terms of the service 
specification in part depended on whether the contract was of a value such that the Public Contracts Regulations 2006 or 
Public Contracts (Scotland) Regulations 2006 applied. If so, the contracting authority would require to have adequately 
indicated that it was willing to accept variant bids. (Stagecoach’s response to provisional findings, paragraph 8.4.) 
18 Go-Ahead response hearing summary. 
19 ALBUM hearing summary, 4 August 2010. 
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marked shift in the way tenders are sought as a result of EU procurement directives, 
meaning that for even the smallest contract bids (eg a market day service) many 
years of company accounts have to be submitted together with policies on almost 
everything imaginable. It said that there was a tendency for LTA Procurement 
Departments to have little knowledge of what they are actually dealing with (a very 
specialist area) and a very blinkered view of tenders, being often unwilling to con-
sider non-compliant bids or the possible knock-on effects of awarding certain con-
tacts which if lost by an operator can then result in the loss of something else—
probably commercial—which has then become unviable. It said that often now these 
Departments seemed not to take the wider view of best value for themselves and 
their council taxpayers or passengers.20 ALBUM21

85. Arriva told us that it was not able to comment on whether European procurement 
rules were potentially inhibiting LTAs from tendering in more innovative ways. It 
agreed with the view that the procurement department of a local authority may not 
have sufficient understanding of the bus services and therefore may apply a more 
rigorous procurement approach which was not sensitive to the specific issues of the 
sector.

 said that it noted the growing 
tendency for tenders to become ever more complex and time-consuming without 
reference to the value of the contract for which bids are sought and it regarded this 
as a growing barrier to bidding by smaller operators. However, ALBUM said that it did 
know of one local authority where the commissioning department told procurement 
the tender specification, and that it would accept non-compliant bids as long as they 
were submitted with a compliant bid. 

22 Stagecoach told us that reasons for a lack of competition in tenders in some 
areas might include the introduction of professional procurement processes, which 
had proved difficult for some operators to manage.23 It said that it was sometimes 
required to complete an excessively large volume of tender documentation for con-
tracts where the use of such documentation was neither necessary nor appropriate. It 
said that it perceived that the increased professionalization of procurement could 
lead to those charged with procuring the services not possessing an appropriate 
degree of industry knowledge so as to facilitate a sensible approach to tender 
requirements.24

86. Some parties raised objections to e-tendering. Album said that it was difficult for 
small operators to devote the resources necessary to do this. Bristol City Council told 
us it had heard from Stagecoach that its e-procurement had deterred Stagecoach 
from making a bid.  

 

Revenue risk 

87. There were a range of views expressed about whether taking the revenue risk in a 
contract either provided the operator with a welcome incentive to develop the service 
or discouraged bidding. 

88. Stagecoach told us that it generally preferred to take the revenue risk to encourage it 
to increase patronage and profit on the tendered route. Go-Ahead told us that it pre-
ferred to take the revenue risk for non-school contracts as there was then more of an 
incentive to develop business on the route. NCT told us that it preferred to take the 
revenue risk. Small operators had more diverse views with, in some cases, bidding 
not affected by having to take on the revenue risk, but in others discouraged as 

 
 
20 ALBUM response to remedies, paragraph 72(a)–(c). 
21 ALBUM response to remedies, p4, and response hearing summary, paragraph 35. 
22 Arriva response hearing summary, paragraph 34. 
23 Stagecoach response hearing summary, paragraph 37. 
24 Stagecoach response to provisional findings, paragraph 8.2. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/08_album_response_to_remedies_notice.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/08_album_response_to_remedies_notice.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110621_summary_of_a_response_hearing_with_album.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110630_summary_of_a_response_hearing_with_arriva__excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110616_summary_of_a_response_hearing_with_stagecoach_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/06_stagecoach_pfs_response_non_con_scissored_rhd.pdf�


A13(1)-21 

shown in Table 13. Avon Buses highlighted that the concessionary fare scheme 
could give small operators a stable income stream in a net subsidy contract and that 
it preferred the net subsidy to a minimum-cost approach to letting contracts. 

89. Western Greyhound told us that it preferred to take the revenue risk on its tendered 
services because that gave it an incentive to do its marketing and try to grow patron-
age. It noted that it had been able to turn tendered services into commercial services 
in this way. Western Greyhound did not agree that giving the revenue risk to oper-
ators would discourage operators from bidding for contracts, as the only risk for the 
operator would be if it provided a low-quality service and it lost passengers as a 
result. 

90. EYMS told us that revenue risk was taken into account in the pricing decision and 
that higher-risk minimum-subsidy contracts may be costed at a higher margin than 
lower minimum-cost contracts. 

91. Stagecoach advised that where there were difficulties in projecting revenues and the 
LTA wished an operator to take the revenue risk, its operating companies would 
factor any uncertainty into their tender price. It said that there was a variance in 
practice between LTAs and that where revenue forecasts issued with tenders were 
not robust this created higher expenditure for LTAs. Veolia told us that lack of proper 
revenue data had meant that it had in the past priced too conservatively and had not 
been successful. It told us that some LTAs were better than others at providing this 
information and where it was poor the incumbent operator would have an advantage.  

92. Arriva said that: 

For a subsidy based bid the primary consideration is to determine how 
robust the revenue projections are. For example, if a contractor is taking 
over a service that has been run unreliably or with very old vehicles, by 
delivering better service delivery and using newer buses revenue could 
be grown above specified projections allowing the bidder to offer an 
overall lower price for the service. However, if a bidder believes that 
projected revenues in a specification may be too high and unstable, it 
may encourage them to bid on a ‘cost’ only basis and offer no discount 
on a ‘subsidy’ bid. 

93. The Welsh Government reported that minimum-cost contracts might exclude certain 
operators because of economies of scale. 

Provision of information  

94. There were a range of views expressed as to the quality of information provided by 
LTAs on revenue and patronage but some consensus that where tendered revenue 
lines were unstable or unproven, then this would make net subsidy contracts less 
attractive.  

95. Go-Ahead Metrobus told us that the information supplied with a tender was quite 
good and that it was usually relatively easy to gather further information if necessary. 

96. Rotala told us that the LTAs varied widely in the quality of information provided and 
that this information was critically important in relation to guidance on income gener-
ated. If this was inaccurate or not provided, Rotala considered that this placed any 
non-incumbent operator at a disadvantage. Transdev Bournemouth told us that the 
degree of patronage and revenue information provided could impact on the level of 
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risk that it was prepared to take for a minimum subsidy contract and that this could 
benefit the incumbent operator. 

97. Blackpool Transport told us that the information provided with a tender was generally 
sufficient to enable it to make a decision as to whether to bid. Cardiff Bus also said 
that the information was normally sufficient for purpose. If there were uncertainties 
relating, for example, to revenue in a minimum-subsidy contract, it told us that it 
would analyse the risk and take a view accordingly. In contrast, Centrebus told us 
that the information provided to bidders was generally very poor. 

98. Go North East told us that where sufficient information was not provided in the 
specification, it researched this itself, and this had not been a significant issue in the 
decision-making in the past. Go North East told us that revenue risk was seldom an 
issue because it was invariably open to submitting an alternative bid with an 
alternative risk model if it was not content with the one proposed. Go-Ahead Oxford 
told us that the amount of financial information provided was very relevant. If there 
were gaps in this, then the bid would tend to be higher to reduce risk. 

Other aspects 

99. A number of operators highlighted the risk of break clauses in a contract being 
invoked. FirstGroup stated that this was a risk particularly in a volatile political or 
budgetary climate. Often LTA contracts allowed the LTA to cancel with three months’ 
notice, whereas if the operator cancelled it had to cover the additional costs of the re-
tender. This was a factor that EYMS and Go-Ahead also highlighted as a potential 
problem. 

100. An issue relating to the timescales involved in a tender was raised. National Express. 
said that where a bid might involve the establishment of a new operation, the period 
between the award of the tender and the start date for operation did not allow enough 
time. Go-Ahead told us that it was unlikely that a new entrant to an area could decide 
on whether to bid for a large contract without a reasonable period of notice. Transdev 
Bournemouth also highlighted that the general length of time to respond to tenders 
was too short and that this could benefit the incumbent operator. 

101. ALBUM told us that the resources needed to compete and the timescale in which 
tendering processes took place disadvantaged the smaller operators. The move 
towards e-tendering and e-auctions also disadvantaged the smaller operator. While 
these processes drove prices down for the local authority, it was difficult for operators 
who were owner/drivers to spend all day in front of a computer when they needed to 
drive afternoon school services. 

102. As discussed in the Lancaster case study (see Appendix 6.4, paragraph 21), one 
small operator ([]) said that it regularly bid for tendered services but considered 
that the tendering process was a burdensome process for a small company, and that 
the addition of ‘quality criteria’ placed extra costs and challenges for it to comply with 
tender rules, eg driver training, qualifications and background checks. It said that 
tenders were now bid for via the Internet, and as a small company it had to be 
familiar with procedures, rules and technical aspects of tenders that varied between a 
number of local authorities. 

103. Battersby Silver Grey Coaches told us that whilst the bids for tendered services had 
to be submitted within a tight time frame, it thought that the LTA ran a fairly open 
tendering procedure. 
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Small operators’ questionnaire 

104. Table 13 summarizes the responses of the Small Operators in the market question-
naire. 

TABLE 13   The extent to which certain factors discourage bidding by Small Operators for a contract 
   Number and % responses 
    

   

 

Large 
extent 

Some 
extent 

Not at 
all 

   
   Cost-based contract 9 30 149 

  % response 5 16 79 

Subsidy-based contract 31 56 102 
  % response 16 30 54 

Level of standards in contract 18 56 114 
  % response 10 30 61 

If limited supporting information 20 66 101 
  % response 11 35 54 

Penalties in contract 17 35 138 
  % response 9 18 73 

Contract is a bundle of routes 33 55 101 
  % response 17 29 53 

Rival bidders likely 17 29 142 
  % response 9 15 76 

Source:  Small Operator responses. 
 

 
105. This shows that the majority of Small Operators are not discouraged from bidding to 

a large extent by these aspects of tender design. However, there is a distinction that 
can be drawn between minimum-cost contracts and subsidy-based contracts. Small 
Operators are more discouraged from bidding where they are asked to take the 
revenue risk—although clearly minimum-cost contracts do not suit all operators 
either. A relatively high proportion of Small Operators are discouraged to some 
extent where there is a bundle of contracts. 

LTA trade-offs in decision-making 

106. The previous section has indicated that in certain aspects of tender design there is 
no consensus among operators about how an LTA can encourage bidding. On others 
it seems much clearer—for example, longer contract lengths can encourage more 
bidding. In this section, we consider the wider factors that LTAs take into account 
when evaluating and awarding tenders and the number of ‘trade-offs’ that LTAs told 
us about.  

107. SYPTE told us that there was a balance between maximizing value for money and 
ensuring a level of competition in the market, and that ‘impacts on the level of 
competition are of necessity a secondary consideration’. For example, by allowing 
packaged bids the LTA can achieve better value, but this may exclude smaller oper-
ators from bidding at this scale.  

108. In contrast, Reading LTA told us that: 

the authority will seek best value for its ultimate level of revenue support 
and a professional judgement will be made on the most effective form of 
provision to seek … In general the council will seek tenders for the 
smallest operationally viable unit of service delivery (usually the speci-
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fied timetable for a route or part of a route) with an option, where more 
than one tender is being offered, for submitting a combined price. This 
ensures that smaller operators are able to bid but at the same time 
allows any economy of scale or scope to be reflected. The Council is 
keen to ensure the maximum number of bidders for tendered services 
and considers the flexibility of this approach as best placed to deliver 
this aim. 

109. There is evidence that LTAs are putting an emphasis on improving the quality of bus 
services. There is likely to be a point for an operator beyond which it cannot meet the 
standards, and so may deter some small operators. In raising quality standards the 
LTAs are improving the service for passengers, and although this may mean fewer 
bidders, it may also bring a higher quality of bids, price not being the only consider-
ation. 

110. In addition, many LTAs are tendering on an area basis, which may mean that some 
smaller operators are unable to bid at the scale required to win the contract. There 
may be a choice between achieving short-term and long-term value. As set out 
above, some operators suggested to us that if bundled contracts were awarded to 
larger operators, this might mean that Small Operators could not compete, and that 
in future bidding rounds there would be fewer bidders. In addition, several LTAs told 
us that the ability for passengers to have tickets that operated at all times of the day 
on both commercial and tendered parts of services was an advantage.  

111. Table 14 summarizes some of the trade-offs that LTAs may need to determine. 

TABLE 14   Possible trade-offs in decision-making by LTAs 

 To encourage maximum number of bids To achieve best value 
     

Length of contract Longer contracts may encourage invest-
ment by operators. 

These may tie LTAs and also close the tender to new 
operators for a period of time. 

Type of contract Minimum cost contracts provide more cer-
tainty to operators and may encourage 
smaller entrants. 

The risk is borne by the LTA and this may be unpredictable 
and is a hidden cost. 

Size of tender Area-based may encourage entrants/ 
lowest possible size may encourage 
entrants. 

The ability for operators to make packaged bids may 
achieve cost savings on the tenders and encourage new 
entry. However, this may discourage a desirable number of 
bidders either for this tender or for future tenders. Issuing a 
series of small tenders will be more costly. 

Different service 
specifications 

This flexibility may allow operators to fit 
tendered bids alongside existing services. 
Alternatively the additional complexity 
may discourage operators. 

Could be complex to assess variations of bids although 
may be easier to meet funding constraints. Not certain that 
more or better bids will be received. 

Quality The higher the minimum standards the 
more likely that some operators will not be 
able to meet them. So reducing standards 
is likely to increase the number of bids 
where this is a constraint. 

Higher quality standards are taken into account in the 
scoring mechanism and are important to the LTA. So value 
may be reduced by reducing the standards even though 
the price element could possibly be keener. It may be 
easier for larger operators to achieve these quality stan-
dards for LTAs (if they have already made these invest-
ments or can afford them, but Small Operators can also 
choose to adopt high quality standards) so there is less of 
a focus on encouraging smaller bidders. 

Source:  CC analysis. 
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A comparison with best practice/guidance 

112. We have considered in Table 14 circumstances where the aims of encouraging more 
bids for a contract may be in some degree of tension with the aim to achieve ‘best 
value’.  

113. We can now consider the relationship between these decisions and existing 
guidance. 

Best practice 

114. Over the past ten years several central guidance papers have been produced regard-
ing the tendering of local bus services in England. We are not aware of any such 
national guidance that has been produced specifically for Scotland and Wales.25

115. The more recent guidance has been issued in the context of an increasing cost of 
LTA support to bus services and the perceived variations between LTAs. The recent 
guidance we have reviewed has been as follows: 

 

(a) Local Authority Procurement of Local Bus and Community Transport Services 
1999 by the TAS partnership (update of 1997 report); 

(b) Monitoring Local Bus Service Tenders in England—Bus Tendering Good Practice 
Guide, Version 1.0, Atkins Transport Planning for DfT, January 2005; and 

(c) Specimen Conditions for Incorporation into a Transport Procurement Contract—
DfT/North West Centre of Excellence 2008. This provides specimen conditions 
and pro formas suitable for the invitation to tender documentation. 

116. Following a review of outcomes in the tendered market,26 the Bus Tendering Good 
Practice Guide27

117. The Guide is an update and expansion of the guide produced in 1999 by the TAS 
partnership (referred to above) as this is still said to form an essential reference 
point. 

 (the Guide) was issued in January 2005 by Atkins Transport 
Planning on behalf of the DfT. This sets out the stages in the tender process and 
identifies the key decisions that an LTA makes at each point. There is a discussion of 
the issues at each decision point together with a procurement checklist of all items 
that an LTA should consider.  

118. The Guide helpfully sets out the tender process stages with key decision points, as 
shown in Figure 1. 

 
 
25 The guidance is clearly available to LTAs in Scotland and Wales, and Falkirk LTA, for example, told us that it reviewed the 
guidance when assembling its own public transport procurement strategy. 
26 Monitoring Local Bus Service Tenders in England Final Report, 2004, Atkins Transport Planning. 
27 http://webarchive.nationalarchives.gov.uk/+/http://www.dft.gov.uk/pgr/regional/buses/tendering/enderinggoodpracticeguid3582.pdf. 
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FIGURE 1 

Key decision points in local bus service procurement 

 

Source:  The Guide. 

119. We have reviewed the best practice guidance available to LTAs in England. Para-
graph 3.4 of the Guide states that: 

It is emphasised that there is no one generic approach that is expected 
to fit all LTAs since the procurement process does need to be tailored to 
specific local circumstances. The aim is to highlight the greater flexibility 
open to LTAs when procuring bus services. LTAs should adapt their 
approach according to local and specific circumstances. 

120. This statement reinforces our analysis of the number of factors that LTAs take into 
account in tendering and that there can be a number of trade-offs that LTAs need to 
make. 

Competition test 

121. We discuss in Appendix 12.1 the Competition Test and note that this applies to the 
tendering of local bus services. 

122. LTAs need to consider the ‘Part 1’ Competition Test when tendering bus services. 
Longer contracts or the bundling of a number of services might, for example, fore-
close operators. However, where such tendered elements are found to cause an 
adverse effect on competition, they can still be ‘justified’ by the LTA if they meet one 
of three purposes, including improving the quality of vehicles of facilities or securing 
other improvements and if the effect on competition is proportionate. 
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Operator behaviour 

123. We now consider the evidence we have received about the bidding behaviour of 
operators.  

124. We look first at the evidence provided by operators, then compare this with the per-
ception of LTAs, and finally we consider whether there is any evidence of practices 
such as gaming or retaliation.  

Operators 

125. We asked operators what influenced their decision to bid and whether the level of the 
bid depended on the strategic importance of the service or the level of local compe-
tition. We dealt in the previous section with the impact of the LTA tender design on 
bidding and now concentrate on other factors. 

126. Most operators told us that an important factor was the extent to which the service 
could be run using existing assets—for example, an off-peak tender could be run with 
buses currently also used for peak commercial services. Related to this was the 
distance from an existing depot to the tendered service. 

127. FirstGroup told us that []. 

128. Certain types of contract seemed to have more strategic importance. Go North East 
told us that a contract of five years might result in a reduction to the percentage point 
target return. Arriva mentioned the importance of park-and-ride and school contracts 
as both a means of entering a new area or expanding the business. They may be 
used as a strategic method of entry or expansion of local bus services by new or 
existing operators which wish to commence commercial services in a new area. 

129. [] Stagecoach required the central referral of any local contracts over £[]. 

130. Arriva told us that it recognized that LTAs were long-term stakeholders in its business 
and saw little gain in short-term bidding tactics which would risk adversely affecting 
its long-term relationship with LTAs. 

131. National Express said that falling patronage and lower concessionary reimbursement 
made it highly likely that operators would be increasing the price of tender bids. 

132. Mid-Sized Operators told us that their tender bids were usually built on the basis of a 
margin over costs to achieve an acceptable return. Margins might be adjusted where 
a service was of particular importance to schedule efficiency. 

133. Reading Transport told us that if part of a tendered service route overlapped with one 
of its existing commercial services, it would take into account the extent to which 
revenue would be abstracted by the tendered service, attributing a cash value to this 
in its bid. Some Mid-Sized Operators told us that they would take account of previous 
levels of competition and bids in assessing the level of their bid. 

134. Some smaller operators told us that either they had lower aspirations for a return, as 
in the case of Avon Buses [], and/or a lower cost base which []. 

135. There has been little evidence provided of operators undercutting bids or pricing 
below cost. [] Fife Council told us that there was ad hoc evidence of under/over-
bidding for emergency/temporary tenders and added that this was due to a new 
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operator ‘testing the water’ and a larger operator not wishing to upset the incumbent 
(but wishing to be seen to compete) in the case of overbidding.  

136. We also asked operators whether the identity of the potential bidders would affect the 
likelihood of bidding. We received virtually no support for this and most respondents 
said not. Only a few Small Operators flagged that this would be a concern, and these 
included Epsom and Scarlet Band. 

LTA evidence 

137. We asked LTAs whether they had any concerns that certain operators appear to 
choose not to bid or do not bid competitively for some types of contract, and 10 per 
cent of LTAs expressed such a concern. This was generally expressed as being the 
result of operators respecting each other’s areas of operation. Nexus, for example, 
stated that ‘Generally, it has been evident that the major operators seem to have 
refrained from competing against each other within the tender market where the 
tender issued formed part of what would normally be another’s commercial 
operation’. 

138. Metro (the LTA for West Yorkshire) thought that the development of single-operator 
multi-journey ticketing products acted as a disincentive to expand operations into 
areas where operators did not have a developed network of commercial services. 

139. Many LTAs gave positive explanations as to why operators did not bid for contracts. 
In several cases these related to the nature of the operator’s existing operations. 
Large commercial operators often did not want to operate school contracts. In 
contrast, school operators were often not interested in operating non-school tenders. 
Cornwall observed that ‘school contracts suit un-ambitious operators’. In Devon, 
operators often tell the LTA of their intention not to bid for a contract and explain the 
reason why. 

140. In addition to the usual type of services that operators run, many LTAs cited commer-
cial reasons for operators not bidding, relating, for example, to the distance from the 
depot, the lack of capacity or that the service is unattractive. Wiltshire told us that 
often where an operator did establish a service some distance from existing oper-
ations, they often did not perform the contract particularly well. 

141. However, Wiltshire also echoed a view stated in the OFT report,28

the real competition comes from small/medium size independent oper-
ators of which there are still a reasonable number who actively bid for 
local transport work and who frequently win contracts at the expense of 
the larger groups because of their lower overheads and the ability to 
combine public transport work with school contracts and private hire. 

 telling us that:  

142. SYPTE also thought that the competition from small operators was important; they 
bid more widely as they did not have a natural home territory and this helped them to 
spread their risks. 

143. In combination with the earlier suggestion of area-based tendering by larger oper-
ators, these points suggest that the number of small/medium operators is important 
to bidding outcomes. 

 
 
28 OFT Market Study into Local Bus Services, paragraph 4.151. 

http://www.oft.gov.uk/shared_oft/reports/transport/OFT1158_Local_bus_services.pdf�
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Gaming 

144. We asked about whether the practice of gaming took place. We describe the possible 
characteristics of gaming in paragraph 13.145.  

145. There was relatively little concern or evidence provided of any gaming of the system 
by LTAs. Specific concerns about gaming were mentioned by 17 per cent of LTAs 
and a further 23 per cent had a general awareness of the issue. However, relatively 
few LTAs were able to provide specific examples. Some LTAs mentioned to us that 
gaming used to be a problem but it was not now as prevalent, and others that 
although it went on, it was on a small scale. PTEG29 told us such behaviour could 
arise as at present there was limited risk to incumbents in de-registering non-
commercial departures at the margins of commercial services as they are likely to 
hold a competitive advantage once this service is tendered by the LTA. But should 
the service be awarded to a competitor the incumbent operator is allowed to re-
register the commercial service and entirely undermine the new entrant. It said there 
was anecdotal evidence relating to this type of behaviour from several PTEs. 
Transport for Greater Manchester30 and Metro31

146. Nexus gave us an example of Go North East withdrawing its service on three nights 
of the week (Monday to Wednesday) for a route. The resultant tender for three 
nights’ work was not attractive to many operators and Go North East readily won the 
work back. It also mentioned that []. 

 told us that they had experience of 
operators reregistering services that had been withdrawn after failing to win a tender.  

147. In contrast, operators told us that although LTAs may decide to offer a contract to 
operate a deregistered tendered service over the route in question, there was a risk 
that they may decide not to do so. This was entirely outside the control of an operator 
which had decided to withdraw a commercial service. Stagecoach told us that some 
LTAs did not allow an operator to bid for a service or part of a service which it 
formerly operated commercially, but which it had deregistered. 

148. National Express told us that it would be ‘a very risky commercial strategy to 
withdraw a profitable service in the West Midlands, where (in the words of the OFT) 
there is a “healthy competitive environment” for supported services’. Stagecoach 
similarly argued that a prerequisite for gaming would have to be an acceptance that 
the market for tendered services was not competitive. 

149. [] 

150. The DfT said that there may be asymmetric information for deregistered routes. The 
incumbent bus operator could be considered to have an information advantage over 
other potential entrants in that they were aware of the minimum cost required to oper-
ate a particular route, of how many people travelled and what kind of ticket they used 
on that route.  

Retaliation/exclusion 

151. We asked whether LTAs had seen any evidence of incumbent operators taking 
action in retaliation to the introduction or expansion of supported services by a new 

 
 
29 PTEG response to provisional findings and remedies, paragraph 11.6.  
30 TGFM response to provisional findings, section 3, response to remedies, paragraph 4.2.14. 
31 WYPTE response hearing summary, paragraph 29. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/pteg_response_to_pfs_and_rn_rhd.pdf�
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http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110706_summary_of_response_hearing_with_wypte_excised.pdf�
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or small operator. A minority believed this to be the case with 16 per cent of LTAs 
reporting this as an issue. 

152. South Gloucestershire told us that following the arrival in the market of another 
substantial operator, the last tender round saw two contracts receiving nil bids from 
the incumbent operators. SPT gave examples of the statutory provisions of TUPE 
being cited by an incumbent to require that staff are transferred rather than 
redeployed. It also thought that the registration of a commercial service over a 
tendered service was evidence of retaliation. 

153. In fact, 39 per cent of LTAs reported experience of the registration of a commercial 
service over a tendered service, but not all viewed this as retaliation.  

154. Below we set out an example of actions by incumbent operators following a large 
scale entry event based on a substantial tender package in Dorset, which forced the 
entrant to withdraw. We did not receive evidence of retaliation from LTAs in other 
cases of entry using tendered services. Bournemouth Transport (Yellow Buses) told 
us that it had won a number of tendered contracts in West Dorset, an area it did not 
previously operate in, as a result of the Dorset tender exercise described in para-
graph 13.106. It said this was only possible due to the availability of a Council depot 
to all bidders, and its commitment to invest in that depot and in improved high-quality 
services. It said that both FirstGroup and Go-Ahead, having lost the contracts for 
these routes to Bournemouth Transport, then proceeded to register these routes 
commercially. Bournemouth Transport worked with the council to put together a 
package with the remaining routes that still worked using the council depot. However, 
it said that Go-Ahead then registered the remaining core bus routes as commercial 
services, although they did not previously operate them. It said that this left only a 
small number of school bus services which as stand-alone operation did not justify 
the investment or risk. Therefore Bournemouth Transport concluded it was not able 
to enter the West Dorset market.  

155. Dorset County Council32

156. FirstGroup told us that as it was not successful in the tender, it revisited whether it 
could run any commercial services in the area as an alternative to complete with-
drawal, and to mitigate the knock-on effect of DCC’s decision on the economic 
viability of its other commercial services, particularly with regard to fixed assets such 
as depots. It told us that it had already told DCC several months prior to the award of 
the tender that ‘Route 31’ had developed to such an extent that it generated sufficient 
revenue, at least in daytime hours (Monday to Saturday) to justify a commercial 
service. Following the award of the tender to Bournemouth Transport, it also decided 
that this service was commercially viable in the evenings and on Sundays (due to 
increasing demand at these times over recent years) and registered the full service 
as commercial. FirstGroup told us that deterring Bournemouth Transport’s entry into 
the area was not a factor in its local commercial decision-making.  

 told us that these actions by unsuccessful bidders in then 
running these services commercially had saved it around £1.2 million, but it was 
watching these services carefully because it was concerned that some of the evening 
and weekend journeys might be cut to reduce costs now that the new competitor had 
been prevented from entering the market. It said that it had considered offering the 
displaced bidder alternative contracts in order to improve and increase competition 
within Dorset, but this was not possible under EU procurement regulations 

 
 
32 DCC hearing summary, paragraphs 9 & 23. 
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157. Go-Ahead said that a number of factors influenced its decision to run commercial 
services over tendered services that were to be run by Bournemouth Transport. 
Damory (its local subsidiary) won more contract business for services than it had 
previously operated and this gave it a stronger base from which to run other 
services.33

158. Generally, LTA practice is either to suspend a tendered service where a commercial 
registration has taken place over it or to cancel the contract. There have been 
examples provided to us of cases where an operator has registered a commercial 
service only to deregister this again and force a retender. Oxfordshire is an LTA that 
told us it had a different policy, stating that: 

 It also pointed out that its understanding was that Bournemouth Transport 
had been due to start operating its tendered services in July 2011 (having been 
awarded the contracts in April 2011) but had asked DCC to delay this until October 
2011 as a result of problems over the service level agreements for the maintenance 
of Bournemouth Transport buses at the DCC depot in Dorchester. Go-Ahead told us 
that it was by no means certain that Bournemouth Transport would have eventually 
operated these services. Go-Ahead acknowledged that a factor in its decision-
making was that the services in question would compete with those of a new entrant 
and that operating these as a commercial service allowed Damory to react to entry 
by this new competitor. 

We do not, as do some County Councils, withdraw or modify the 
subsidy contract in response to the competing commercial registrations 
—unless the contracted operator himself chooses to withdraw, the 
subsidy payment will continue until the contract reaches its normal 
scheduled end date (although tenders will of course not be invited for a 
replacement subsidised service if the commercial service is by then still 
operating). This policy was adopted in the early 1990s following 
experience at that time of commercial services being registered, then 
withdrawn as soon as the subsidy contract ended; now their knowledge 
of this policy generally deters operators from registering commercial 
services in competition with subsidy contracts, other than when the 
contract is approaching its end date. 

159. [] Avon Buses similarly described that it often found a niche for the operation of 
services by looking to convert as much as possible of a tendered route to commercial 
and then agreeing a de minimis payment for the rest of the route with Merseytravel, 
noting that this saved the PTE money. 

Procurement practices 

160. Several LTAs, as well as government departments and other bodies commented on 
procurement practices, noting that they found procurement requirements committed 
them to bureaucratic and restrictive procedures.  

161. Several LTAs told us they had been advised by legal and procurement teams that 
they should not engage with iterative bidding processes or non-compliant bids (eg 
Bristol City Council34

 
 
33 Two of the services it registered as commercial related to services Damory had previously operated under contract to DCC. It 
said that these were natural services for it to consider on a commercial basis and that effectively it had never stopped operating 
these, albeit no longer supported by DCC. The other services, that it did not operate previously, were Dorchester town services 
(1,2,3 and 4) requiring two off-peak vehicles and previously operated by Coach House Travel. Damory operated these services 
commercially from October 2011 (based it said on perceived opportunities in the Dorchester market) and also acquired certain 
assets of Coach House Travel in September 2011. 

), and they also noted the risk that such actions would breach 

34 BCC response hearing summary, paragraph 16. 
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procurement regulations. SPT35 told us that its current tendering process follows 
relevant European procurement rules which include the need to both actively score 
submissions and inform tenderers. It said that this process could sometimes be 
bureaucratic, cumbersome and time-consuming, but it thought that in certain circum-
stances this process may not be completely necessary. Fife Council36

162. ATCO

 said that the 
design of tenders could act as a barrier to some operators who were put off by the 
various legal and procurement paperwork demands of different Local Authorities; and 
this was often a result of increasingly stringent guidance given by Legal and 
Procurement colleagues.   

37 said that the tendering guidance published five to six years ago had in some 
ways been overtaken by the need to follow European Union procedures. It believed 
that the process of issuing and managing tenders had become more complex, 
leading to local authorities becoming less responsive and less flexible. This, com-
bined with the longer process, had put off some small operators, and ATCO said that 
this was a problem as local authorities relied upon small operators to submit lower-
cost tenders for marginal or non-commercial services. ATCO Scotland38

163. The DfT

 said it was 
concerned that in recent years the procurement agenda had taken an unwarranted 
pre-emininence in the process of tendering for supported bus services. It said that 
smaller operators told it that they were dissuaded from submitting tenders due to the 
size and complexity of the documents they are required to send alongside the basic 
tender price. Larger operators could usually handle the tender submission process 
better. It noted requirements such as providing three years of accounts precluded 
new entrants.  

39

164. TAS

 said that at present there was quite a lot of bureaucracy surrounding 
tendering, and that it was intending to look at the process. It did not necessarily think 
that the bureaucracy came from transport-related legislation, but that it derived 
potentially from EU procurement directives or other legislation encouraging best-
value obligations. 

40

165. JMP Consultants

 told us that procurement is now carried out in most authorities by a separate 
procurement department or agency which is wholly divorced from the department 
wishing to procure the service and with its own burgeoning (and in many cases 
irrelevant) documentation requirements. It considered that there was no doubt that 
these acted as a stumbling block to larger operators and an absolute deterrent to 
some smaller operators and it was small wonder that the number of bidders declines 
and costs rise. It also stated that evaluation of contract bids on the basis of ‘quality’ 
often referred to the quality of the bid rather than quality of service delivery and by its 
nature has an in-built bias against smaller operators.  

41

 
 
35 

 told us that based on recent benchmarking work it had found that 
local authority procurement rules were a significant influence on what could or could 
not be done in tendering for supported services. For some authorities, this meant that 
they were unable to make use of the de minimis arrangements for securing services 
through negotiation. Some local authority passenger transport coordinators con-
sidered that procurement rules of their authorities restricted them from being innovat-
ive and hindered them using some best practice (for example, the inability to use 

SPT published response to remedies, paragraph 8.8.  
36 Fife Council published response to provisional findings.  
37 Association of Transport Co-ordinating Officers response hearing summary, 4 July 2011, paragraph 42. 
38 ATCO Scotland response to provisional findings, paragraph 5. 
39 DfT response hearing summary, paragraph 49. 
40 TAS published submission on remedies, p41. 
41 JMP Consultants response to remedies, p5. 
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post-tender negotiation is seen as a disadvantage). It stressed that appropriate 
tendering practice would vary according to local circumstances. 

166. We noted the significant differences between LTAs in how they interpreted and 
applied procurement regulations, for example, on their ability to consider non-
compliant bids. The EU Procurement Directives set out the legal framework for public 
procurement that apply when public authorities and utilities seek to acquire supplies, 
services, or works, and set out procedures which must be followed before awarding a 
contract when its value exceeds set thresholds.42 The Office of Government 
Commerce43 provides guidance on these procurement rules although it notes that the 
EU procurement regime is subject to change and advises that the guidance is not a 
substitute for project specific legal advice.44

Outcomes: specific LTAs 

 This indicates that LTAs will have to 
consider for themselves the interpretation of the rules in relation to their tendering 
activities.  

167. We now outline examples of a number of LTAs that told us that there was a problem 
with the level of bidding and of two that have a relatively low number of bids but did 
not perceive that there was a problem. A summary of the factors that we have been 
told about is shown in Table 15. 

TABLE 15   Examples of LTAs with a low number of bids 

LTA Factors What LTA has tried 
       
(A) Advising problem     
Fife Territorial entrenchment. Neighbouring operators will not 

bid against dominant operator Stagecoach. 
Economies of scale. 

Limit number of contracts that can be 
won in a package to 12 or £300,000 in 
value. 

West Yorkshire Nature of contracts for part of routes. Pre-tender information. Batching of 
tenders to make logical bus workings. 

Aberdeen Stagecoach and FirstGroup do not bid for school contracts 
and generally prefer to concentrate on own network. 
Not enough small operators currently bidding. 

Build relationships with bus operators. 

[] [] [] 

Brighton Only one operator with depots in the City.  
Dead mileage for others. Anecdotal evidence of 
cumbersome procurement processes. 

Free-standing contracts. Largest 
contract requires 3 buses. 

Powys The number of bids received reflects the nature of the local 
bus market which comprises3–4 principal operators and a 
serious driver shortage. 

Pre-qualification framework for bidders 
to improve the quality of bids. 

(B) From our data     
East Riding of 
Yorkshire 

Do not have a minimum number of bidders.  
ATCO shows average of 2. 

No specific actions taken to increase 
the number of bidders. 

Devon Fewer bids than would like but not a problem.  
Low bids due to geography/little route potential/vehicle 
requirement operators unable/unwilling to meet. 

Held regular meetings with operators.  
Provided advance information on 
tenders. 

Source:  CC analysis. 
 

 
168. A common explanation relates to the market characteristics including the existing 

number of operators. For those areas we selected: in the case of Devon we are 

 
 
42 See Office of Government Commerce, Introduction to the EU procurement rules: OGC Guidance March 2008, paragraph 1.1. 
www.ogc.gov.uk/documents/Introduction_to_the_EU_rules.pdf. 
43 Following an announcement on Tuesday 15 June 2010, the OGC is now part of the new Efficiency and Reform Group (ERG) 
within the Cabinet Office.  
44 OGC, op cit, paragraphs 1.2 & 1.3. 
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aware that the actions that are being taken are increasing the number of average 
bids received; East Riding said that it ensured that as many people as possible want 
to have the opportunity to bid. 

169. In contrast, several local authorities told us that they considered that the tendering 
market worked well in their area, with some indicating they received a substantial 
number of bids and effective competition for tenders. For example, in the West 
Midlands, Centro45 told us that it had one of the highest number of bidders per tender 
of any ITA and it did not perceive a problem. Several operators, including National 
Express46 and smaller operators47

 

 agreed that the market worked well. 

 
 
45 Centro response to possible remedies, p10. 
46 National Express’s published response to provisional findings, paragraph 2.5d. 
47 See Joint response to provisional findings from several West Midlands Bus Operators, p5.  
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ANNEX A 

Regional map of respondents 

 

Source:  CC analysis of LTA responses and Ordnance Survey Boundary-line background mapping. 
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ANNEX B 

De minimis provisions relating to supported bus services 

Background 

1. We consider in this annex the evidence relating to the extent and use of de minimis 
provisions.1

2. FirstGroup told us that ‘these are, by nature, relatively informal arrangements and are 
often operated without any formal contractual documentation’. 

 These payments to operators are not subject to any tender process and 
as a result any direct competition. 

3. As a result, we wanted to understand how in practice the LTAs approached the use 
of the de minimis provisions. 

Extent of use 

4. We did not receive a complete response to our request for details of the extent of de 
minimis contracts from LTAs. The results are therefore tentative, but are not in-
consistent with the limits that are available. With these caveats in mind, the average 
sample of the use of de minimis contracts is summarized in Table 1 below. 

TABLE 1   De minimis contracts 

 
% 

Percentage of total contracts:   
—by number 19 
—by value 12 

Source:  LTA responses. 
 

 
Based on the information provided in the LTA questionnaire, we noted that the use of 
de minimis contracts was quite widespread, representing a significant proportion of 
support to local bus services by value (12 per cent),2

Views from third parties 

 and a higher proportion by 
number of contracts. 

Circumstances of use 

5. From our limited review, we can see that there are a range of approaches to both the 
use of the contracts and to the level of usage. 

6. [] 

7. Oxfordshire has specific guidelines on the use of de minimis contracts set out in its 
bus strategy, and the relevant extract3

Negotiated contracts are considered appropriate in the following 
circumstances: 

 is given below: 

 
 
1 See footnote to paragraph 65. 
2 This estimate was based on an incomplete response from LTAs but is the only source of information available. 
3 Oxfordshire bus strategy, 3.7.1, p68. 
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• the total value of the contract is less than £2,500 per year; or 

• the service is arranged or provided by a community group who are 
themselves making a significant input, whether financially, through 
voluntary labour or in some other way, towards the service; or 

• the contract is for enhancement, extension or diversion of an existing 
bus service (or a group of services between which passengers will 
regularly interchange) and where such enhancement, extension or 
diversion amounts to not more than a doubling of the total operating 
mileage of the service or group of services; or 

• the contract is for a new or substantially enhanced service and 
where the ideas for such expansion or enhancement have been 
substantially contributed to by one single operator; or 

• where it is desirable for administrative reasons to continue the same 
service, with the same operator, for up to a year beyond the original 
contract end date. 

8. It told us that 43 of its 100 supported contracts were awarded under de minimis 
arrangements. Of these 43 contracts, 13 related to evenings and Sunday operation, 
18 to increased frequencies, 5 to extension or diversion of a route and 6 to commun-
ity groups. 

9. [] 

10. In contrast, Metro told us that ‘de minimis provisions are used up to the maximum 
percentage allowable’ but within a specific policy. It told us that there were circum-
stances in which the outcome it wanted could not be achieved through competition, 
particularly, for example, where small changes were made to tendered contracts after 
award. 

11. Strathclyde PTE (which procures supported services for 12 Scottish LTAs) told us 
that it did not use de minimis contracts as it took the view that the only way to 
demonstrate best value was to go out to tender. 

12. In Wales, LTAs are already able to award up to 40 per cent (by value) of contracts 
under de minimis arrangements. We note that Caerphilly and Bridgend are using de 
minimis for 40 per cent and 31 per cent by value of contracts respectively, although 
in contrast Cerdigion has no such contracts. 

Benefits of use 

13. [] 

14. Similarly Oxfordshire told us that the use of the contracts was for the benefit of the 
bus users primarily in having one operator run the whole service: ‘there is no 
significant reduction in admin costs’. 

15. GMITA told us that the use of de minimis allowed it to procure services at a lower 
cost through the diversion of a service, the utilization of downtime on a vehicle work-
ing or the enhancement of an existing service. In addition, it was used where the 
provision of a full service would result in abstraction from an existing commercial 
service, which could result in that service being withdrawn. 
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16. The Scottish Government told us that the use of de minimis contracts was of value. 
For example, in cases where there was a network of services provided by a particular 
operator, an additional part could, for example, be added in the evening, and it would 
‘confuse’ passengers if this was run by a different operator. It also told us that 
administratively it was simple and avoided some expense. 

17. The Welsh Government4

Demonstration of best value 

 told us that de minimis contracts were used by local 
authorities in Wales to encourage competition for tendered services because it was 
easier for small to medium-sized operators to bid under those contract arrangements 
rather than for larger service contracts. In this case, the Welsh Government was 
referring to de minimis contracts still being put out to competitive tender, although the 
tendering process was then substantially simplified. 

18. [] 

19. GMITA advised that ‘part routes are often unattractive to other operators and would 
usually result in unnecessary interchange and additional expense for customers’. As 
a result, it saw little benefit in tendering these contracts. 

20. Oxfordshire advised that it assessed the best value for contract prices in the same 
way whether de minimis or normal contract. 

21. Devon County Council told us that there was always the option to go out to tender if 
there were any concerns about achieving best value but that ‘we do have a fairly 
sound knowledge here, ... of genuine costs involved in marginal extensions to 
services, so we do look at every potential de minimis arrangement quite critically and 
we would not go for it if we were not satisfied that it was giving value for money’. 

Possible gaming 

22. We considered whether the use of de minimis contracts could in any circumstances 
be an extension of gaming.  

23. On this subject, ATCO told us that: 

There is potential for an operator to withdraw a service or part service 
where little competition exists, in the hope or expectation that they 
regain the route through the tender process or by means of a de 
minimis. LTAs need to be aware of this possibility, and ATCO believes 
generally are: it is, after all, part of the function of an LTA ... to guard 
against this outcome through a number of potential actions which the 
LTA can take. 

24. Aberdeen told us about ‘tactical deregistrations’ where operators submitted de-
registrations and were happy to talk about de minimis arrangements but then re-
registered the service when it did not enter into negotiations on a replacement 
service. 

 
 
4 Welsh Government response hearing summary, paragraph 29. 
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Guidance on use 

25. There is reference within the best practice guide issued by the DfT on the use of de 
minimis.5

LTAs should consider using de Minimis provisions in circumstances 
where a competitive tendering process is either inappropriate (e.g. 
because of the need to secure an emergency service replacement) or 
will not necessarily result in achieving VfM (e.g. when it is clear that 
only one realistic bid is likely to be received). To date de Minimis con-
tracts have been used successfully by many authorities as a means of 
securing minor service alterations and enhancements without the need 
to re-tender existing contracts or tendering entirely new contracts. They 
are also useful in delivering the kick-start principle where service 
enhancements can be delivered without the need to issue a tender 
which would otherwise have to include commercial services. De Minimis 
contracts have also been used successfully in patching up networks 
after commercial de-registrations. 

 

26. We have not received evidence to suggest that de minimis is being used in approp-
riate circumstances and is not being used outside DfT guidance. However, we do not 
have a complete data set relating to the use of de minimis contracts and have to rely 
on the direct information we have received from a sample of LTAs. 

27. We note that because de minimis provisions are designed to give flexibility, they are 
being used in different ways by different LTAs reflecting their own policy and local 
circumstances. This is set within the context of the overall responsibility of authorities 
to achieve best value.  

28. We have seen that some LTAs expressed a clear policy on the use of de minimis 
whilst others use this on a more pragmatic basis, although we have no evidence to 
suggest that these differences in approach produce inappropriate results.  

29. We also note that for tendered services the OFT Competition Test Part 1 applies 
which provides guidance on the assessment of any restriction in competition. 

Extension of limits 

30. There has been a recent consultation by the DfT on plans to extend the de minimis 
exception to that allowed by European legislation.6

it is not considered to be the case that the risk to competition is signifi-
cant, although competitive tendering is seen as the most efficient way of 
deciding between operators, it has high administration costs and in the 
bus market, it experiences low numbers of bidders. It is therefore recog-
nised to have insufficient benefits to justify costs for low value contracts. 

 The DfT in the consultation 
impact assessment said that: 

31. The DfT told us that the consultation on extending the limits was an ‘initial explor-
ation’ and that there was a lot more work to be done to assess the impact of a 
change to the de minimis. The DfT will be undertaking an impact assessment of any 

 
 
5 Bus Tendering Good Practice Guide, Atkins, for the DfT, January 2005. 
6 The DfT Consultation closed on 1 June 2010. EU regulation 1370/2007 allows, subject to national limits, the exemption from 
competitive tendering of public transport contracts up to an annual value of EUR 1 million or 300,000 km awarded by a compe-
tent authority. For operators with fewer than 23 vehicles, these thresholds may be increased to €2 million (and or 600,000 km).  
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changes to the proposals. It also highlighted the general obligation of the local 
authority to achieve best value and the wider government proposals for all spending 
over £500 to be published which would increase the level of transparency. 

32. The results of the potential extension of de minimis provisions in England to EU 
levels are uncertain. However, this is likely to remove more contracts from compe-
tition and provide more scope for LTAs to widen the criteria for the use of de minimis.  

33. The possible extension of limits in England to those possible under EU regulations 
was welcomed by the LTAs that we asked, although we were told that it was not 
likely to affect the policy applied. GMITA told us that ‘in many cases in the interests of 
transparency and ensuring that value for the public is obtained it would still be 
appropriate to put contracts out to competitive tender’. 

34. As the limit in Wales is already higher than England, we asked the Welsh Government 
for its assessment of the impact of up to 40 per cent of contracts being awarded 
through the use of de minimis arrangements. It told us that the higher level was 
appropriate given the diverse characteristics in Wales and that this was one way of 
achieving value for money in supporting bus services. It did not have any concerns 
with the use of the provision which varied between LTAs. This variation in itself was 
taken to be indicative of a proper application of the de minimis provision to reflect 
local needs and priorities. The Welsh Government7

 
 
7 

 said that raising limits on de 
minimis contracts would make it easier for authorities to contract services and that it 
might encourage more operators to bid for contracts.   

Welsh Government response hearing summary, paragraph 30. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110725_summary_of_a_response_hearing_with_wag.pdf�
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APPENDIX 13.2 

Tendered services: analysis of bidding data 

Introduction 

1. In this appendix, we describe the statistical analyses of the bidding data provided by 
the LTAs and summarize our conclusions from our analysis of this data regarding 
competition in the tendered market for local bus services.1

2. We report our analyses of how different characteristics of the local area, the tender 
design and the presence of the various operators affect: 

  

(a) the number of bidders in a given tender (Analysis 1); 

(b) the bidding decision of Main Operators and Small Operators (Analysis 2);2

(c) the likelihood that the incumbent wins (Analysis 3); 

 

(d) the likelihood that one of the Main Operators or a Small Operator wins 
(Analysis 4); 

(e) the difference between the current and the previous winning bid (Analysis 5); and  

(f) the value of the winning bid per km (Analysis 6). 

Structure of appendix 

3. The remainder of the appendix describes: 

(a) the data set used; and 

(b) the methodology and results of each of the econometric analyses, namely the 
regressions run to assess how different characteristics of the local market or of 
the tender affect: 

(i) the number of bidders; 

(ii) the bidding decision of Main Operators and Small Operators; 

(iii) the likelihood that the incumbent wins; 

(iv) the likelihood that one of the Main Operators or a Small Operator wins; 

(v) the difference between the current winning bid and the previous winning bid; 
and 

(vi) the amount of winning bid per km.3

 
 
1 However, when interpreting these results it should be kept in mind that generally only the direction of the effects is robust to 
specification changes. Results regarding the extent of the effects should therefore be interpreted with care. 

 

2 The definition of ‘Main’ and ‘Small’ operators is set out in paragraph 10. 
3 The value of the winning bid per km is calculated as the annualized value of the bid for a contract divided by the total length of 
timetabled services per year covered by the contract (bid value per km = value of winning bid/(freq of service on the route * 
length of route). 
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Bid data 

4. The data set consists of a cross-section of tenders for supported bus services and 
the associated bid data, and contract characteristics obtained from 75 LTAs (of a 
total of 132 LTAs in the reference area). The LTAs were asked to submit data on 
contracts for supported bus services which they had put out to tender in the past five 
years, and the bids that they had received for these contracts. 

5. The total number of entries in the bid data is 10,508. However, some of these entries 
are incomplete to the extent that they do not state the winning bidder, the value of the 
winning bid and/or have zero submitted bids. Excluding such entries, the number of 
observations in the bid data is 7,465 (71 per cent of 10,508). 

6. The following steps were critical in the data preparation process, which impacts 
critically the validity of this analysis: 

• The vast majority of the names of operators reported by LTAs have been properly 
identified and matched to those in the Traveline data, allowing us to observe the 
extent of a given bus company’s operations in each LTA in 2009.4

• Information on route numbers had to be reformatted to allow contracts to be 
matched with routes in the Traveline data. This matching process limited the 
number of observations to 1,606 for the regression of winning bid per km. 

 

• Demographic characteristics of the LTAs, such as the share of retired persons 
and students, have been taken from the Census for 2001. The data for the 
population in the different LTAs is taken from the Annual Population Survey from 
December 2009. The wage information is taken from the Annual Survey of Hours 
and Earnings from 2009. 

• Information on contracts which contained bundles of bids, and on bids which 
included bundles of contracts, was standardized so that such bids could be 
included in our analysis. LTAs have submitted information about bundled bids in 
different formats, and so we converted all of these to one consistent format when 
preparing the data set. This especially related to whether different contracts in a 
bundle were separately identified in the data set or not, and how winning bid 
information was presented for bundled bids. There is no reason to believe that this 
data cleaning introduces a bias. 

• Contracts which were missing critical information (in particular, contracts where 
the winning bid value or operator was missing or in an incorrect format and where 
the winning bidder did not appear among the listed bidders) were omitted from the 
data set used for the analyses. 

7. Following this data preparation process, we were left with a data set containing 7,465 
observations. However, for many observations information is available only for part of 
the tender characteristics. Therefore the results of our regressions are based on a 
lower number of observations, namely excluding those where information on the 
explanatory factors considered in each regression is not available. (The number of 
observations underlying each regression is given at the bottom of the tables summar-
izing the results.) 

8. The geographic coverage of the bid data is shown in Figure 13.1. 
 
 
4 By ‘Traveline data’, we refer to a geocoded timetable data set that we have extracted from the National Public Transport Data 
Repository, which contains an annual snapshot of the timetable, route and operator of local bus services in the UK in 2009.  
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9. The resulting data set (the bid data) covers a large number of LTAs, a significant 
number of tenders, and contains data for bids by the Main and by Small Operators. 
Both rural and urban LTAs are present in our sample, as are the PTEs. We therefore 
believe that the data set is reasonably representative of tenders for supported bus 
services. 

10. There are a very large number of operator names within the data. To analyse the 
effect of the presence and/or incumbency of certain operators in the tenders, we 
focus on a number of operators which have a relatively large number of tenders 
within our data set, namely Arriva (operator []), Choice Travel (operator []),5

Analysis 1: The number of bidders 

 
EYMS (operator []), FirstGroup (operator []), Go-Ahead (operator []), National 
Express (operator []), Rotala (operator []), Stagecoach (operator []), Veolia 
(operator []) and Western Greyhound (operator []). We refer to these as ‘Main 
Operators’. For the purposes of anonymizing the results of our analysis, we have 
randomly allocated these operators a code letter from A to J. The remaining 
operators are classified as ‘Small’. 

11. To illustrate the effect of the categorical variables (dummies) on the number of 
bidders, we plot the distribution of bidders for the most relevant variables. However, 
this graphical analysis cannot take the effect of additional influential factors into 
account. Therefore, the relationship apparent from the charts may differ from those 
shown by the regression analysis which takes into account all explanatory factors 
simultaneously. 

 
 
5 Choice Travel is a bus operator, also known as Midland Choice, which operates bus services in the West Midlands, 
Staffordshire, Shropshire and Worcestershire. 
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FIGURE 1 

Bidder numbers by contract type* 

 
Source:  LTA data and CC analysis. 
*In the case of a minimum-subsidy contract (also called net-subsidy, net-cost or subsidy contracts), 
the operator is paid a fixed amount to operate the service, and both sets the fare and takes the 
revenue, ie the operator bears the revenue risk. In the case of a minimum-cost contract, the operator 
is paid a fixed amount to operate the service, but the fares are set and revenue is taken by the LTA. 
Hence, the operator bears no revenue risk. Minimum-cost contracts are also referred to as gross-cost 
or cost contracts. 

FIGURE 2 

Bidder numbers by service type 

 
Source:  LTA data and CC analysis. 
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FIGURE 3 

Bidder numbers for partial tenders 

 
Source:  LTA data and CC analysis. 

FIGURE 4 

Bidder numbers if rest commercially operated 

 
Source:  LTA data and CC analysis. 
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FIGURE 5 

Bidder numbers by fare decision* 

 
Source:  LTA data and CC analysis. 
*A tender specifies who sets the fares. The fares may be set by the LTA (as is the case, for example, 
under minimum-cost contracts), by the operator (as under minimum-subsidy contracts), by the 
operator subject to LTA approval, or the fares may be tied to commercial fares. 

FIGURE 6 

Bidder numbers by whether other tickets are accepted 

 
Source:  LTA data and CC analysis. 
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12. To analyse the simultaneous effect of contract characteristics and market features on 
the number of bidders, we run a Poisson regression. Poisson regressions are 
commonly used to analyse the effect of certain factors on a variable which can take 
only positive integer values. An accurate representation of the distribution in the 
count data, here the number of bidders, is needed to assess reliably the significance 
of the explanatory factors. The Poisson distribution often provides a satisfactory 
representation for the variability observed in such data.6,7

13. A large number of the explanatory factors included in our regression are indicator 
variables (dummies) and can take only the values 0 or 1. Since a dummy variable 
measures the effect relative to a benchmark case, the dummy for the benchmark 
case itself cannot be included in the regression. For example, to determine the effect 
of the contract type—which can be a minimum-subsidy contract, a minimum-cost 
contact or either—we cannot include dummies for each of these three types. If we 
are interested in the effect of a minimum-cost contract relative to a contract with a 
minimum cost and minimum-subsidy component, we need to omit the dummy for the 
benchmark case, ‘either’, in the regression equation. 

 

14. For the sake of clarity, Table 1 states the benchmark case for each of the dummies in 
the regression explaining the number of bidders. 

 
 
6 This would not be true for the normal distribution assumed in the more standard ordinary least squares regression (OLS).  
7 We have rerun the regression using a Huber/White/sandwich estimator which corrects the standard errors for 
heteroskedasticity. The corrected standard errors are similar to the non-robust standard errors, suggesting that there is no 
significant heteroskedasticity in the bid data. Therefore we report the results of the non-robust regression. 
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TABLE 1   Dummy variables in the Poisson regression on the number of bidders 

Tender characteristic Variable name Dummy is 1 if Benchmark case is 

Contract type Minimum subsidy Minimum-subsidy contract Either minimum subsidy or 
minimum cost, other, not 

awarded, no answer 
Contract type Minimum cost Minimum-cost contract Either minimum subsidy or 

minimum cost, other, not 
awarded, no answer 

Service type Service: demand responsive Demand-responsive services Scheduled services 
Service type Service: park and ride Park-and-ride services Scheduled services 
Service type Service: school School services Scheduled services 
Partly tendered route Part of the timetable of a 

whole route tendered 
Yes No—whole route and whole 

timetable tendered 
Partly tendered route Part of the timetable of part 

of the route tendered 
Yes No—whole route and whole 

timetable tendered 
Partly tendered route Part of a route including 

extensions tendered 
Yes No—whole route and whole 

timetable tendered 
Rest commercially operated Partial tender—rest 

commercially operated 
Yes No answer 

Rest commercially operated Partial tender—rest not 
commercially operated 

No No answer 

Start date of the contract Start year 2006 2006 2005 
Start date of the contract Start year 2007 2007 2005 
Start date of the contract Start year 2008 2008 2005 
Start date of the contract Start year 2009 2009 2005 
Start date of the contract Start year 2010 2010 2005 
Who sets fares on the route Fares set by LTA LTA Other 
Who sets fares on the route Fares set by operator (no 

restrictions) 
Operator no restrictions Other 

Who sets fares on the route Fares set by operator 
(subject to LTA approval) 

Operator subject to LTA 
approval 

Other 

Who sets fares on the route Fares tied to commercial 
fares 

Operator tied to commercial 
fares 

Other 

Accept other tickets (Y/N) Accept other tickets Yes No 
Part of Bundle (Y/N) Part of bundle Yes No 
Reasons for tendering Reason for tender: 

commercial service 
withdrawn 

Commercial service 
withdrawn 

Natural expiry of existing 
contract 

Reasons for tendering Reason for tender: early 
termination by LTA 

Contract expiry due to early 
termination by LTA 

Natural expiry of existing 
contract 

Reasons for tendering Reason for tender: early 
termination by operator 

Contract expiry due to early 
termination by operator 

Natural expiry of existing 
contract 

Reasons for tendering Reason for tender: new route New route Natural expiry of existing 
contract 

Points scoring system used Points-scoring system used Yes No 
Winning bid non-compliant? Winning bid non-compliant Yes No 
Incumbent operator  Incumbent Operator A Operator A is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator B Operator B is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator C Operator C is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator D Operator D is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator E Operator E is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator F Operator F is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator G Operator G is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator H Operator H is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator I Operator I is incumbent Small is incumbent 
Incumbent operator  Incumbent Operator J Operator J is incumbent Small is incumbent 
Who sets fares on the route Fares set by LTA LTA Other 

Source:  LTA data and CC analysis. 
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15. To determine the effect of an explanatory factor on the number of bidders (the count), 
we need to consider the Poisson distribution conditional on the observed values of 
the explanatory factors. Since this distribution is entirely characterized by its mean, 
we only need to specify the mean, ie the expected value of the number of bidders. 
Since the number of bidders cannot be negative, it is useful to model it as an 
exponential function, which is always positive: 

µ = exp(β0 + β 1x1 + ... + βk*xk), with x1, ... , xk as the explanatory factors. 

16. Taking the log yields ln(µ) = β0 + β 1x1 + ... + βk*xk. Therefore, we can use 100*βk as 
an approximation to calculate the change in the value of µ in response to a 
change in xk. 

17. Thus, the results for model 1 in Table 2 below imply, for example, that a change from 
scheduled services to demand-responsive services, everything else equal, leads to a 
29.4 per cent decrease in the expected number of bidders (–0.294*100 = –29.4). In 
the same way, an increase in the share or retired persons of 10 per cent leads to a 
17 per cent increase in the expected number of bidders (1.7*0.1*100 = 17). 

18. Regarding the effect of tender design and LTA characteristics on the number of 
bidders, the results in Table 2 below show that some contract characteristics reduce 
the expected number of bidders for a tender, especially: 

• minimum-subsidy contracts; 

• tenders of demand-responsive services; 

• tenders of park-and-ride services; 

• tenders where only part of the route and timetable are tendered; 

• partial tenders where the remaining part is commercially operated; 

• tenders where fares are tied to commercial fares; and 

• operators have to accept other tickets. 

Tenders for contracts where the fares are set by LTAs or operators, in contrast, 
attract a higher number of bidders. 

19. These findings are in line with the apparent differences in bidder numbers depending 
on various explanatory factors shown in Figures 1 to 6, even though these graphs 
cannot account for additional factors in the same way as the regression analysis. 

20. In most cases, where a Main Operator is an incumbent, there is a significant negative 
effect on the number of bidders. There is no obvious reason why contracts attractive 
to Main Operators would not be attractive to smaller operators. The results might 
suggest that other operators feel less able to win such tenders and so do not bid. 
Alternatively, it might be explained by strategic bidding, ie by operators not bidding 
against certain rivals for fear of retaliation in other tenders or commercial services. 

21. From the data used for the performance-concentration analysis (see Appendix 7.1), 
we can determine how many operators are present in a given LTA in 2009. Since we 
observe only a limited number of entry and exit events in the years between 2005 
and 2010, the number of bus operators in each LTA is likely to be fairly stable over 
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time and therefore we have used the number of operators in 2009 as a reasonable 
proxy for the other years. 

22. To assess whether the number of operators active in the given LTA affect the 
number of bidders in a tender, we include this as an explanatory variable in our 
model. As model 2 in Table 2 below shows, LTAs with one more operator have on 
average a 0.5 per cent higher number of bidders once contract type and other 
characteristics are accounted for. This effect is statistically significant, but very small. 
With respect to the remaining explanatory factors, the results of both models differ to 
a minor extent, which does not affect our conclusion from this analysis.  

23. In our regressions we use demographic information from ONS statistics to account 
for differences in local conditions in the different LTAs. This allows to hold ‘everything 
else equal’ and precludes that other explanatory factors, eg the contract types, pick 
up effects which are actually due to differences in local conditions. In particular, we 
use the following information for the LTAs: 

• the population in 2009 to proxy for differences in market size; 

• the median annual gross pay; 

• the shares of all males aged 65 or over or females aged 60 or over; 

• the shares of all economically active people who are unemployed; 

• the share of all people aged between 16 and 74 who are students; 

• the share of all people who travel 10 km or more to work or study; 

• the share of all people who use a bus to get to work or study; and 

• the share of households that have one or more cars. 

TABLE 2   Results of the Poisson regression to explain the number of bidders 
 (1) (2) 

Explanatory factors 
 

Number of bidders Number of bidders 

No of operators with any service in the LTA  0.005*** 
  (0.001) 
Minimum subsidy –0.310*** –0.286*** 
 (0.025) (0.026) 
Minimum cost –0.138*** –0.137*** 
 (0.023) (0.023) 
Service: demand responsive –0.294*** –0.283*** 
 (0.074) (0.074) 
Service: park and ride –0.315*** –0.258** 
 (0.110) (0.111) 
Service: school –0.033 –0.045** 
 (0.022) (0.023) 
Part of the timetable of a whole route tendered 0.083* 0.066 
 (0.049) (0.049) 
Part of the timetable of part of the route tendered –0.256*** –0.240*** 
 (0.052) (0.052) 
Part of a route incl extensions tendered 0.052 0.052 
 (0.066) (0.066) 
Partial tender—rest commercially operated –0.218*** –0.211*** 
 (0.052) (0.052) 
Partial tender—rest not commercially operated (or N/A) –0.007 0.027 
 (0.027) (0.027) 
Start year 2005 –0.202*** 0.034 
 (0.039) (0.023) 
Start year 2006 –0.181*** 0.005 
 (0.037) (0.024) 
Start year 2007 –0.207*** –0.020 
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 (1) (2) 
Explanatory factors 

 
Number of bidders Number of bidders 

 (0.038) (0.023) 
Start year 2008 –0.230*** 0.095*** 
 (0.037) (0.025) 
Start year 2009 –0.114*** 0.216*** 
 (0.037) (0.039) 
Contract duration (month) 0.001** 0.001*** 
 (0.000) (0.000) 
Fares set by LTA 0.103*** 0.082** 
 (0.038) (0.039) 
Fares set by operator (no restrictions) 0.233*** 0.219*** 
 (0.046) (0.046) 
Fares set by operator (subject to LTA approval) –0.064 –0.070 
 (0.045) (0.045) 
Fares tied to commercial fares –0.150*** –0.123*** 
 (0.043) (0.044) 
Accept other tickets –0.153*** –0.100*** 
 (0.026) (0.028) 
Part of bundle –0.043** –0.041** 
 (0.017) (0.017) 
Reason for tender: commercial service withdrawn 0.267*** 0.265*** 
 (0.039) (0.039) 
Reason for tender: early termination by operator 0.053* 0.047 
 (0.031) (0.031) 
Reason for tender: new route 0.016 0.015 
 (0.025) (0.025) 
Points-scoring system used –0.042* –0.040* 
 (0.023) (0.023) 
Winning bid non-compliant –0.045 –0.032 
 (0.037) (0.037) 
Inc Operator A –0.230** –0.232** 
 (0.097) (0.097) 
Inc Operator B –0.163*** –0.157*** 
 (0.026) (0.026) 
Inc Operator C –0.283*** –0.278*** 
 (0.062) (0.062) 
Inc Operator D –0.169*** –0.166*** 
 (0.026) (0.026) 
Inc Operator E –0.109* –0.126** 
 (0.062) (0.063) 
Inc Operator F –0.339*** –0.341*** 
 (0.060) (0.060) 
Inc Operator G –0.049 –0.049 
 (0.142) (0.142) 
Inc Operator H  –0.038 –0.018 
 (0.090) (0.090) 
Inc Operator I –0.187** –0.191** 
 (0.081) (0.081) 
Inc Operator J –0.166*** –0.165*** 
 (0.034) (0.034) 
Population –0.009 –0.067*** 
 (0.013) (0.017) 
Wage 2.122*** 2.197*** 
 (0.245) (0.248) 
Retired (%) 1.690** 1.814** 
 (0.725) (0.729) 
Unemployed (%) 12.323*** 13.590*** 
 (1.844) (1.859) 
Student (%) 0.928 0.597 
 (0.754) (0.757) 
Bus to work (%) –9.110*** –8.262*** 
 (0.922) (0.944) 
More than 10 km (%) –2.384*** –2.409*** 
 (0.688) (0.691) 
Cars (%) –1.990*** –1.668** 
 (0.668) (0.674) 
Operator A—share of freq –14.521*** –15.492*** 
 (4.380) (4.383) 
Operator B—share of freq –0.320*** –0.126 
 (0.068) (0.079) 
Operator C—share of freq –0.559*** –0.245* 
 (0.133) (0.147) 
Operator D—share of freq –0.216*** 0.091 
 (0.075) (0.096) 
Operator E—share of freq –0.145* 0.162 
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 (1) (2) 
Explanatory factors 

 
Number of bidders Number of bidders 

 (0.083) (0.102) 
Operator F—share of freq 1.015*** 1.287*** 
 (0.140) (0.150) 
Operator H—share of freq 1.034*** 1.305*** 
 (0.357) (0.365) 
Operator I—share of freq –0.561 –0.894 
 (0.585) (0.594) 
Operator J—share of freq –0.547*** –0.284*** 
 (0.084) (0.100) 
Constant –18.013*** –18.944*** 
 (2.557)  
   
Observations 7,038 7,038 
Pseudo R^2 0.114 0.115 
P>z 0.000 0.000 
Goodness-of-fit chi2 5033.738 5006.673 
P > chi2 1.000 1.000 

Source:  LTA data and CC analysis. 
 

Notes: 
1.  Standard errors in parentheses. 
2.  *** p<0.01, ** p<0.05, * p<0.1. 
3.  N/A = not applicable. 
4.  The variable ‘Operator G—share of freq’ is not included since we have few positive observations for this variable; see 
also fn Error! Bookmark not defined.. 

Analysis 2: The bidding decision of Main Operators and Small Operators 

24. We run a further regression to assess the effect of contract characteristics, a Main 
Operator’s share in the LTA’s total number of bus services (considering frequencies, 
commercial and tendered), and the identity of the incumbent on the likelihood that a 
given Main Operator will bid for a tender. 

25. The probability of bidding—as any probability—can only take values between 
0 and 1. Therefore we need to model the decision of a given operator to bid in 
dependence of the explanatory factors as a function which can take only values 
between 0 and 1. The logistic function has this characteristic. We therefore model the 
probability of bidding as: 

P(y=1|x) = exp(β0 + β 1x1 + ... + βk*xk)/[1 + exp(β0 + β 1x1 + ... + βk*xk)], 

where y=1 is the outcome ‘bid’ and y=0 is the outcome ‘did not bid’ and x is the 
vector of the explanatory factors x1, ... , xk. 

26. The interpretation of the resulting regression coefficients is complicated by the non-
linearity of the assumed function. For the logit model the log of the odds ratio can be 
shown to be linear in the explanatory factors and regression coefficients.8

p/(1–p) = exp(β0 + β 1x1 + ... + βk*xk). 

 Therefore, 
the odds ratio is given by: 

with p as the probability that the operator bids (y=1), (1–p) as the probability that the 
operator does not bid (y=0). The multiplicative effect of a unit change in the explan-
atory factor xk on the odds ratio is thus exp(βk). 

 
 
8 The odds ratio in favour of an event is the ratio of the event occurring and the event not occurring. 



A13(2)-13 

27. The odds-ratio has a fairly intuitive interpretation. If the probability of bidding is, for 
example, 0.5 (ie 50:50 per cent chance of bidding), then the odds of bidding is 1 to 1. 
If, in contrast, the probability of bidding is 0.8 and thus the probability of not bidding 
1–0.8 = 0.2, the odds ratio is 0.8/0.2 = 4. In other words, in the first case the operator 
bid in one tender for every tender where it did not bid, while in the second case, the 
operator bid in four tenders for each tender where it did not bid. 

28. As the results in Table 3 show, the odds that Operator A bids for a tender are 
8.3 times larger if it is the incumbent (exp(2.116) = 8.3) and 1.4 times larger if the 
number of bidder increases by one (exp(0.36) = 1.4). The results for the other Main 
Operators and explanatory factors have an analogous interpretation. 

29. The regression results yield no unambiguous conclusion on whether certain tender 
characteristics reduce the likelihood that the Main Operators bid. Instead, the 
individual tender characteristics affect the likelihood of bidding by the Main Operators 
differently. Operator D, for example, is less likely to bid if the tender is for a minimum 
subsidy contract, while Operator B is more likely to bid in such a tender. There is no 
clear result suggesting that partial tenders reduce the likelihood of Main Operators 
bidding. 

30. There are, however, tender characteristics which reduce the likelihood that Small 
Operators participate in a tender. Small Operators are less likely to bid for most types 
of partial tenders, when they would have to accept other tickets,9

31. The regression results indicate that the Main Operators may have an incumbency 
advantage.

 for new routes and 
if a points-scoring system is used. 

10 All Main Operators, except Operator I, Operator H and Operator G, are 
much more likely to bid in tenders where they are incumbents. Similarly, most of the 
Main Operators are much more likely to bid if they operate a large share of the 
services (frequencies) in the LTA. Both findings are consistent with economics of 
scale and/or scope. As discussed before, the incumbency advantage might also arise 
from a greater knowledge of local conditions in a given LTA.11

TABLE 3(a)   Results of the logit regression regarding the given operator’s likelihood of bidding† 

 

Explanatory factors Operator J Operator D Operator C Operator B Operator F 

Bidder is incumbent 5.456*** 4.086*** 3.999*** 2.963*** 4.345*** 

 (0.311) (0.171) (0.706) (0.157) (0.503) 
Number of other operators bidding –0.021 –0.042 –0.022 0.008 –0.336*** 

 (0.030) (0.031) (0.217) (0.024) (0.093) 
Minimum subsidy –0.533** –1.022*** –1.150 0.561*** 12.693 

 (0.242) (0.165) (4.916) (0.143) (888.803) 
Minimum cost –0.565*** –0.374*** 2.461 0.091 11.769 

 (0.155) (0.144) (4.714) (0.141) (888.803) 
Service: demand responsive –2.759*** –1.463*** 

 
–0.168 

  (1.041) (0.441) 
 

(0.340) 
 Service: park and ride 

 
1.326** 

 
–0.694 

   
(0.636) 

 
(0.618) 

 Service: school –2.093*** 0.059 8.448* –0.049 2.353*** 

 (0.279) (0.165) (4.429) (0.114) (0.595) 

 
 
9 The negative effect of points-scoring systems is no longer significant if the number of operators in the LTA is included as an 
additional explanatory factor, but all other observations continue to hold. Since its inclusion does not affect the regressions 
results to a material extent, we omit the regression results including that variable.  
10 Evidently, an incumbency advantage cannot arise in tenders of newly-tendered routes (less than 5 per cent of all tenders). 
11 We also considered whether the number of active operators in the LTA would influence operators’ bidding decision and 
should be included in these regressions. To assess this, we re-ran the regressions including the number of active operators as 
an explanatory factor. We found that these results were not materially different from those reported in Tables 3 and 4, and so 
we have omitted these results. This observation suggests that the number of active operators has no material effect on 
operators’ bidding decision once the number of other bidders in the tender is included in the specification (which is consistent 
with the finding that the number of operators in a given LTA has a negligible effect on the average number of bidders for 
tenders). 
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Explanatory factors Operator J Operator D Operator C Operator B Operator F 

Part of the timetable of a whole 
route tendered 0.716 0.295 –0.166 0.840** 1.574** 

 (0.451) (0.320) (3.057) (0.352) (0.775) 
Part of the timetable of part of the 
route tendered 0.094 –0.547* –7.836 –1.296*** 1.530 

 (0.467) (0.317) (6.475) (0.400) (1.065) 
Part of a route including 
extensions tendered 0.747 0.044 6.457 0.669 –0.406 

 (0.519) (0.425) (5.075) (0.416) (3.990) 
Partial tender—rest commercially 
operated –0.543 –0.299 –0.020 –0.508 –0.626 

 (0.476) (0.331) (3.094) (0.365) (0.807) 
Partial tender—rest not commer-
cially operated (or N/A) 0.060 0.834*** –3.579*** –1.368*** 0.907 

 (0.243) (0.182) (1.281) (0.159) (0.873) 
Contract duration (month) –0.017*** –0.004 0.001 0.001 –0.045*** 

 (0.004) (0.003) (0.017) (0.003) (0.010) 
Fares set by LTA –0.711** –0.574** –1.222 0.122 –0.919 

 (0.331) (0.253) (14.963) (0.186) (0.913) 
Fares set by operator (no 
restrictions) –0.556 –2.421*** –0.161 –0.190 

  (0.488) (0.443) (15.216) (0.249) 
 Fares set by operator (subject to 

LTA approval) –1.115*** –0.605** –2.487 –0.004 
  (0.383) (0.288) (14.990) (0.221) 
 Fares tied to commercial fares –1.890*** –2.079*** –19.905 1.614*** 
  (0.357) (0.223) (73.391) (0.203) 
 Accept other tickets –2.572*** 1.724*** 5.950 0.375*** –0.163 

 (0.333) (0.197) (3.790) (0.131) (0.590) 
Part of bundle 0.177 0.000 –1.303*** 0.021 –1.557*** 

 (0.135) (0.112) (0.505) (0.093) (0.383) 
Reason for tender: commercial 
service withdrawn 0.118 0.193 3.586*** 0.721*** 0.092 

 (0.335) (0.293) (1.221) (0.225) (1.378) 
Reason for tender: early 
termination by operator –1.999*** –2.000*** 0.087 –0.497*** 

  (0.481) (0.332) (3.526) (0.177) 
 Reason for tender: new route 0.050 0.608*** –4.855* 0.405*** 0.392 

 (0.235) (0.148) (2.895) (0.120) (0.424) 
Points-scoring system used 0.536** –0.532*** 4.397*** 0.174 

  (0.215) (0.178) (1.293) (0.121) 
 Winning bid non-compliant –0.205 0.676*** 2.320*** 0.176 1.343** 

 (0.400) (0.240) (0.668) (0.210) (0.538) 
Operator A 0.022 

 
6.627 

 
1.026** 

 (0.439) 
 

(15.087) 
 

(0.459) 
Operator B 0.488*** –0.659*** –1.610 

 
2.088*** 

 (0.146) (0.124) (1.058) 
 

(0.488) 
Operator C 2.522*** 

  
–1.879*** 0.672 

 (0.386) 
  

(0.343) (0.608) 
Operator D –0.463*** 

  
–0.557*** 

  (0.138) 
  

(0.112) 
 Operator E –0.822 –1.262* 

 
0.041 

  (0.524) (0.757) 
 

(0.276) 
 Operator F 0.499 

 
0.316 1.389*** 

  (0.374) 
 

(0.706) (0.411) 
 Operator G 

 
–0.691 

     
(0.507) 

   Operator H 0.379 1.299*** 7.186** 1.239*** 
  (0.319) (0.228) (3.040) (0.159) 
 Operator I 1.612*** –1.986*** 9.068 –0.892 0.209 

 (0.518) (0.721) (14.835) (0.615) (0.456) 
Operator J  

 
–0.536*** 0.697 0.307** 0.360 

  
(0.136) (0.586) (0.131) (0.442) 

Small –0.177 0.260 1.446** –0.620*** 0.276 

 (0.194) (0.165) (0.719) (0.129) (0.498) 
Population 0.500*** 0.794*** 

 
0.772*** 

  (0.169) (0.105) 
 

(0.105) 
 Wage 3.467 3.410* 

 
4.274*** 

  (3.104) (1.788) 
 

(1.424) 
 Retired (%) –14.723** 0.108 

 
13.223*** 

  (5.907) (6.531) 
 

(4.822) 
 Unemployed (%) 39.297** –16.937 

 
12.467 

  (17.622) (11.828) 
 

(11.024) 
 Student (%) 3.166 –39.145*** 

 
–80.233*** 

  (5.904) (5.920) 
 

(9.156) 
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Explanatory factors Operator J Operator D Operator C Operator B Operator F 

Bus to work (%) –53.477*** 37.458*** 
 

–38.471*** 
  (17.197) (5.372) 

 
(5.715) 

 More than 10km (%) 4.484 –16.253*** 
 

10.877*** 
  (8.583) (3.681) 

 
(3.667) 

 Cars (%) –1.110 –1.225 
 

–17.661*** 
  (5.601) (4.103) 

 
(3.523) 

 Bidder’s—share of freq 9.091*** 6.823*** 51.551*** 5.497*** 8.653*** 

 (0.646) (0.407) (10.948) (0.291) (1.182) 
Constant –39.229 –41.918** –25.489 –40.354*** –18.274 

 (29.057) (18.513) (16.443) (14.637) (888.803) 
      Observations 6,959 6,403 4,818 6,745 4,578 
Pseudo R^2 0.578 0.548 0.920 0.416 0.767 
P>z 0.000 0.000 0.000 0.000 0.000 

Source:  LTA data and CC analysis. 
 

†Explanatory factors are excluded if there are few or no observations for one of the cases (for dummies). 
Notes: 
1.  Standard errors in parentheses. 
2.  *** p<0.01, ** p<0.05, * p<0.1. 
3.  N/A = not applicable. 

TABLE 3(b)   Results of the logit regression on the given operator’s probability of bidding (continued) 

Explanatory factors Operator A Operator E Operator I Operator H Operator G Small† 

Bidder is incumbent 2.116** 5.796*** 
 

1.310* 
 

2.050*** 

 
(1.073) (1.117) 

 
(0.672) 

 
(0.122) 

Number of other operators bidding 0.360*** –0.238** 0.075 0.013 0.515 
 

 
(0.129) (0.107) (0.107) (0.058) (0.370) 

 Minimum subsidy 
 

14.061 2.392*** 2.454*** 0.650 –0.143 

  
(597.807) (0.585) (0.344) (1.552) (0.155) 

Minimum cost 
 

13.190 3.145** 1.568*** 
 

0.183 

  
(597.807) (1.250) (0.363) 

 
(0.181) 

Service: demand responsive 
   

–1.484* 
  

    
(0.820) 

  Service: park and ride 
   

0.072 
  

    
(1.128) 

  Service: school 
 

–1.390 
 

–0.425* 
 

0.013 

  
(1.101) 

 
(0.223) 

 
(0.144) 

Part of the timetable of a whole 
route tendered 1.161 8.923** 0.380 –1.516*** –6.377*** 0.253 

 
(1.081) (4.139) (0.932) (0.562) (1.347) (0.283) 

Part of the timetable of part of the 
route tendered –1.406 10.042*** 1.582 –2.482*** –3.838** –1.271*** 

 
(1.183) (3.854) (1.025) (0.640) (1.865) (0.301) 

Part of a route including exten-
sions tendered 

   
–0.934 –4.092* –0.797** 

    
(0.653) (2.100) (0.348) 

Partial tender—rest commercially 
operated –1.062 –6.867** –1.716* 0.535 23.993 –1.092*** 

 
(1.106) (3.445) (0.956) (0.567) (5,314.082) (0.298) 

Partial tender—rest not commerci-
ally commercial operated (or N/A) –0.355 1.192 –1.937* –0.227 19.602 –0.399** 

 
(1.404) (1.442) (1.067) (0.274) (5,314.082) (0.168) 

Contract duration (month) 0.034*** –0.028* –0.034*** 0.027*** 
 

0.007** 

 
(0.011) (0.016) (0.009) (0.006) 

 
(0.003) 

Fares set by LTA 
 

–9.974** –6.454*** 14.203 
 

1.401*** 

  
(4.171) (1.093) (677.153) 

 
(0.232) 

Fares set by operator (no 
restrictions) 

 
–12.368*** 

 
15.258 

 
1.644*** 

  
(4.465) 

 
(677.153) 

 
(0.302) 

Fares set by operator (subject to 
LTA approval) 

   
12.522 15.610 0.492** 

    
(677.153) (4,644.404) (0.241) 

Fares tied to commercial fares 
 

–4.663** –0.900 15.997 13.057 0.645*** 

  
(2.194) (0.734) (677.153) (4,644.404) (0.207) 

Accept other tickets 
 

0.180 5.549*** –0.777** 4.924*** –0.283** 

  
(1.442) (0.788) (0.302) (1.227) (0.134) 

Part of bundle –0.982*** 0.115 –0.959*** 0.812*** –0.092 –0.151* 

 
(0.367) (1.034) (0.336) (0.172) (0.684) (0.091) 
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Explanatory factors Operator A Operator E Operator I Operator H Operator G Small† 

Reason for tender: commercial 
service withdrawn 

 
–1.049 2.629*** 0.633** 0.333 1.016*** 

  
(1.577) (0.949) (0.270) (1.824) (0.241) 

Reason for tender: early 
termination by operator 

 
0.657 1.462 1.001*** 

 
0.218 

  
(0.886) (1.318) (0.321) 

 
(0.276) 

Reason for tender: new route 
 

2.567*** 1.420 0.800*** –1.450 –0.632*** 

  
(0.546) (1.128) (0.230) (1.795) (0.201) 

Points scoring system used 
 

0.398 
 

0.307 1.481 –1.407*** 

  
(0.502) 

 
(0.236) (1.442) (0.151) 

Winning bid non-compliant –1.063** –3.039** –0.263 –1.963*** 
 

0.750*** 

 
(0.513) (1.191) (0.501) (0.614) 

 
(0.235) 

Operator A  
  

1.305*** 
  

0.088 

   
(0.372) 

  
(0.301) 

Operator B 
 

2.897*** –1.120* 1.422*** 
 

–0.850*** 

  
(0.736) (0.599) (0.175) 

 
(0.105) 

Operator C 
  

1.721 5.168*** 
 

–0.916*** 

   
(1.221) (0.614) 

 
(0.268) 

Operator D 
 

–0.905 –0.154 1.366*** 1.383* –0.085 

  
(1.011) (0.698) (0.203) (0.735) (0.116) 

Operator E 
   

1.927*** 
 

–0.422 

    
(0.433) 

 
(0.328) 

Operator F –0.523 
 

0.236 
  

0.726*** 

 (0.394) 
 

(0.368) 
  

(0.279) 
Operator G 

     
1.847*** 

      
(0.470) 

Operator H 
 

0.213 
   

0.155 

  
(0.597) 

   
(0.168) 

Operator I 0.387 
    

1.083*** 

 (0.388) 
    

(0.296) 
Operator J 0.242 1.030 0.947* –0.375 

 
–0.649*** 

 (0.605) (0.901) (0.494) (0.294) 
 

(0.130) 
Small –1.135** 0.635 0.204 –0.273 0.203 

 
 

(0.490) (0.816) (0.421) (0.212) (0.915) 
 Population 

   
0.111 

 
–0.620*** 

    
(0.162) 

 
(0.074) 

Wage 
   

10.762*** 
 

12.516*** 

    
(2.787) 

 
(1.417) 

Retired (%) 
   

51.084*** 
 

15.385*** 

    
(10.080) 

 
(4.458) 

Unemployed (%) 
   

111.496*** 
 

43.804*** 

    
(24.552) 

 
(9.477) 

Student (%) 
   

12.989 
 

16.562*** 

    
(11.694) 

 
(4.127) 

Bus to work (%) 
   

–62.262*** 
 

–49.615*** 

    
(16.391) 

 
(3.857) 

More than 10 km (%) 
   

–0.871 
  

    
(7.899) 

  Cars (%) 
   

0.813 
 

–6.662*** 

    
(8.642) 

 
(2.537) 

Bidder’s—share of freq 
 

24.994*** 
 

26.040*** 
  

  
(5.793) 

 
(3.795) 

  Constant 0.141 –19.681 –6.678*** –145.569 –43.893 –114.203*** 

 
(0.716) (597.808) (1.012) (677.747) (7,057.62) (14.451) 

       Observations 302 5,587 3,358 6,624 1,538 7,038 
Pseudo R^2 0.214 0.888 0.734 0.472 0.787 0.420 
P>z 0.000 0.000 0.000 0.000 0.000 0.000 

Source:  LTA data and CC analysis. 
 

†For Small Operators ‘bidder is incumbent’ means that one of the Small Operators was incumbent, not necessarily that the 
individual Small Operator which won actually was the incumbent. Due to data cleaning and matching problems, we cannot 
distinguish whether a small winning operator and a small incumbent are identical. 
Notes:  
1.  Standard errors in parentheses. 
2.  *** p<0.01, ** p<0.05, * p<0.1. 
3.  N/A = not applicable. 
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Analysis 3: The likelihood that the incumbent wins 

32. The probability of winning a tender is also bound between 0 and 1.12

33. Intuitively, an operator has a higher chance of winning if the number of bidders in a 
tender is low. This intuition is based on analysis of a situation where bidders are 
symmetrical. If, however, bidders are asymmetric, eg because they differ in their 
efficiency, the number of bidders may affect their likelihood of winning differently. 
This is likely the reason why some coefficients in the regressions explaining the 
likelihood that a given Main Operator wins are insignificant, which implies that the 
bidder number has no discernible effect on the likelihood of winning (Analysis 4). 

 To assess 
which factors influence an incumbent’s likelihood of winning, we run again a logistic 
regression. The results are summarized in Table 4. 

34. The incumbent is more likely to win if the tender is for a minimum-subsidy contract or 
a bundle of routes. However, the incumbent is less likely to win if a points-scoring 
system is used. 

 
 
12 In our analyses the likelihood is always expressed as an indicator variable (dummy) that takes the value 1 if the event occurs 
(eg the operator bids or wins) and 0 if it does not occur. The likelihood is hence not conditioned or scaled. 
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TABLE 4   Regression results regarding the likelihood of the incumbent winning 
Explanatory factors Incumbent 

  
Number of operators bidding –0.328*** 
 (0.020) 
Number of operators with any services in the LTA –0.060*** 
 (0.003) 
Minimum subsidy 0.286*** 
 (0.088) 
Minimum cost 0.124 
 (0.098) 
Service: demand responsive –1.080*** 
 (0.286) 
Service: park and ride –1.336*** 
 (0.424) 
Service: school –1.011*** 
 (0.082) 
Part of bundle 0.144** 
 (0.068) 
Reason for tender: commercial service withdrawn –0.145 
 (0.173) 
Reason for tender: early termination by operator –1.402*** 
 (0.177) 
Points-scoring system used –0.291*** 
 (0.089) 
Operator A 0.082 
 (0.246) 
Operator B –0.276*** 
 (0.070) 
Operator C 1.021*** 
 (0.177) 
Operator D 0.214*** 
 (0.074) 
Operator E 0.827*** 
 (0.180) 
Operator F 0.936*** 
 (0.190) 
Operator G –0.521 
 (0.333) 
Operator H –0.183 
 (0.122) 
Operator I –0.821*** 
 (0.232) 
Operator J –0.047 
 (0.089) 
Population 0.436*** 
 (0.051) 
Wage –0.721 
 (0.798) 
Retired (%) –7.649*** 
 (2.347) 
Unemployed (%) –4.865 
 (5.388) 
Student (%) –1.743 
 (2.467) 
Bus to work (%) –4.179* 
 (2.360) 
More than 10 km (%) –6.437*** 
 (1.796) 
Cars (%) 4.982*** 
 (1.775) 
Constant 3.563 
 (8.256) 
  
Observations 7,169 
Pseudo R^2 0.251 
P>z 0.000 

Source:  LTA data and CC analysis. 
 

Notes: 
1. Standard errors in parentheses. 
2. *** p<0.01, ** p<0.05, * p<0.1. 
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Analys is  4:  The likelihood that one of the Main Operators  or a S mall Operator 
wins  

35. We also run logistic regressions to assess the effect of contract characteristics, a 
Main Operator’s share in the LTA’s total number of bus services (considering fre-
quencies, commercial and tendered),13

36. Since an operator can only win tenders where it bid, we can use only the subset of 
observations for tenders where a given operator bid to analyse its likelihood of 
winning. Consequently, the number of observations underlying these regressions is 
lower than those in the regressions discussed above. 

 and the identity of the incumbent on the likeli-
hood that a given Main Operator will bid for a tender. (Results for Operator G are not 
reported in Table 5 since [].) 

37. The fact that incumbency significantly increases the likelihood of bidding suggests 
again that incumbents have a significant advantage in tenders for supported 
services. The advantage could arise from the incumbent having been the most 
efficient operator in the preceding tender. Such greater efficiency could arise from 
economies of scale and/or scope or from an informational advantage. The obser-
vation that the presence of the Main Operators reduces the likelihood of Small 
Operators winning is consistent with barriers to entry due to economies of scale or 
scope. Similarly, Small Operators are less likely to win if the tender is for a minimum 
cost contract or bundled routes.14

38. Where the presence of other Main Operators affects a given operator’s likelihood of 
winning a tender, this effect is typically negative. (In a small number of cases it has a 
positive impact.) This observation is consistent with these competitors having an 
advantage due to economies of scale and scope, but not conclusive regarding 
concerns that operators may submit weak bids due to a desire to avoid encroaching 
on each other’s territories and enhancing competition elsewhere as a result. 

 Thus, some characteristics of the tender design 
may also constitute a barrier to entry. Another weak indication of economies of scale 
and/or scope is the fact that their own share in the total bus services (frequencies) in 
the LTA increases the likelihood of winning for Operator B and Operator E. However, 
this explanatory factor is statistically insignificant for all other operators. 

TABLE 5(a)   Regression results regarding the likelihood of the given operator winning† 

Explanatory factors Operator J Operator D Operator C Operator B Operator F 

Bidder is incumbent 1.633*** 1.898*** 2.749*** 1.837*** 1.781*** 
 (0.207) (0.165) (0.485) (0.144) (0.452) 
Number of operators bidding –0.230*** –0.283*** 0.184 –0.561*** –0.246 
 (0.061) (0.064) (0.206) (0.060) (0.170) 
Minimum subsidy 0.204 –0.803***  0.194  
 (0.328) (0.272)  (0.247)  
Minimum cost –0.235 –0.904*** –14.725 0.904***  
 (0.241) (0.254) (819.768) (0.250)  
Service: school 0.797 –0.584**  –0.594*** –1.265 
 (0.542) (0.256)  (0.179) (1.032) 
Service: demand responsive  2.604  –2.389***  
  (1.666)  (0.643)  
Service: park and ride  0.290  1.573  
  (0.682)  (1.056)  
Part of bundle 0.210 0.097 0.277 0.390*** –0.379 
 (0.268) (0.176) (0.449) (0.147) (0.547) 

 
 
13 A given operator’s share in the LTA’s total number of bus services is calculated as the sum over all weekly frequencies 
provided by that operator divided by the sum of all weekly frequencies operated (by any operator) in the given LTA. This share 
of frequencies is included in the regression as explanatory factor ‘Bidder—share of freq’. 
14 Operator B, however, is more likely to win if the tender is for a minimum-cost contract. 
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Explanatory factors Operator J Operator D Operator C Operator B Operator F 

Reason for tender: commercial 
service withdrawn 0.843 1.035*** 0.229 –0.366  

 (0.640) (0.385) (0.805) (0.314)  
Reason for tender: early termin-

ation by operator 0.042 –0.358 1.905 –0.749**  
 (0.865) (0.427) (1.343) (0.328)  
Reason for tender: new route 0.327 0.989***  0.582** 1.508 
 (0.460) (0.266)  (0.232) (0.945) 
Points-scoring system used –0.608 0.331 –3.140* –0.178  
 (0.376) (0.298) (1.652) (0.203)  
Operator A  –2.152    –0.464 
 (1.656)    (0.498) 
Operator B –0.066 –1.128*** –3.171***  –1.000 
 (0.236) (0.222) (0.578)  (0.881) 
Operator C –0.734   0.676 0.746 
 (0.655)   (0.463) (0.963) 
Operator D –0.416   –0.346*  
 (0.260)   (0.210)  
Operator E 0.207 0.945  2.682***  
 (1.017) (1.494)  (0.557)  
Operator F –3.517**   –1.410**  
 (1.401)   (0.678)  
Operator G  –3.573***    
  (0.955)    
Operator H –1.007 –0.889*** –2.587*** –0.962***  
 (0.673) (0.325) (0.641) (0.241)  
Operator I –0.033 –2.841**  0.128 –3.060*** 
 (1.571) (1.105)  (1.338) (0.513) 
Operator J  –2.439*** –1.367*** –0.637** 1.216* 
  (0.289) (0.526) (0.265) (0.649) 
Small –1.875*** –2.368*** –1.523** –0.775*** –1.929*** 
 (0.323) (0.273) (0.683) (0.206) (0.627) 
Bidder—share of freq 0.451 (0.955) 110.034 3.350***  
 (0.888) –0.216 (6,884.8) (0.472)  
Population –0.333 0.394***  0.833***  
 (0.350) (0.142)  (0.143)  
Wage 4.370 –7.366**  –2.650  
 (8.950) (2.908)  (2.354)  
Retired (%) 15.736** –48.986***  –16.858**  
 (7.888) (13.409)  (8.223)  
Unemployed (%) –29.073 35.821  35.602**  
 (20.881) (23.224)  (15.640)  
Student (%) –6.480 70.266***  4.525  
 (8.201) (9.838)  (12.280)  
Bus to work (%) 95.600*** –64.333***  14.716**  
 (35.831) (11.148)  (6.429)  
More than 10 km (%) –37.506 25.560***  –8.471*  
 (22.902) (4.980)  (4.631)  
Cars (%) 19.847 0.636  15.075***  
 (12.518) (8.283)  (4.651)  
Constant –51.445 72.449** –32.119 5.602 3.599*** 
 (85.322) (28.842) (2,185.9) (23.854) (0.826) 
      
Observations 1,179 2,053 283 2,036 247 
Pseudo R^2 0.470 0.512 0.582 0.393 0.424 
P>z 0.000 0.000 0.000 0.000 0.000 

Source:  LTA data and CC analysis. 
 

†Explanatory factors are excluded if there are few or no observations for one of the cases (for dummies). Again, the results of 
the regressions including the number of active operators in the LTA do not materially change the results (details are hence 
omitted). 
Notes:  
1. Standard errors in parentheses. 
2. *** p<0.01, ** p<0.05, * p<0.1. 
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TABLE 5(b)   Regression results regarding the likelihood of the given operator winning (continued) 

Explanatory factor Operator A Operator E Operator I Operator H Small† 

Bidder is incumbent –0.376 5.024*** 0.472 1.776*** 1.719*** 
 (0.517) (0.768) (0.355) (0.502) (0.081) 
Number of operators bidding –0.191* –0.246 –0.383*** 0.002 0.406*** 
 (0.114) (0.193) (0.108) (0.117) (0.029) 
Bidder—share of freq  8.423***  –3.718  
  (2.920)  (6.768)  
Minimum subsidy  2.022** 0.769 1.226 –0.195* 
  (0.949) (1.219) (0.814) (0.104) 
Minimum cost    0.562 –0.239** 
    (1.174) (0.118) 
Service: demand responsive     1.307*** 
     (0.433) 
Service: park and ride     –0.449 
     (0.447) 
Service: school  –1.133  0.101 0.403*** 
  (0.730)  (0.643) (0.102) 
Part of bundle –0.308 2.035 0.327 –0.449 –0.411*** 
 (0.507) (13.727) (0.404) (0.332) (0.083) 
Reason for tender: commercial 

service withdrawn  –0.876 0.905 0.058 0.050 
  (1.142) (1.202) (0.380) (0.192) 
Reason for tender: early termin-

ation by operator  –2.029*  –1.964** 0.638*** 
  (1.079)  (0.810) (0.202) 
Reason for tender: new route  1.964** 0.113  –0.257* 
  (0.814) (1.263)  (0.133) 
Points-scoring system used  –1.878***  –0.055 –0.097 
  (0.591)  (1.083) (0.100) 
Operator A     –2.534* –2.963*** 
    (1.332) (0.193) 
Operator B –0.560  0.146  –1.313*** 
 (0.349)  (0.303)  (0.225) 
Operator C  –3.642***  –0.076 –1.737*** 
  (1.176)  (0.451) (0.097) 
Operator D   0.073  –1.603*** 
   (0.379)  (0.306) 
Operator E    0.908* –1.797*** 
    (0.507) (0.098) 
Operator F  1.936*   –0.396** 
  (0.995)   (0.158) 
Operator G     –3.339*** 
     (0.711) 
Operator H 1.721***    –1.492*** 
 (0.661)    (0.289) 
Operator I 0.433  –0.809 6.908*** –3.150*** 
 (0.594)  (0.689) (2.631) (0.270) 
Operator J 0.616 –2.382 0.105 –0.334 –1.180*** 
 (0.453) (1.767) (0.428) (0.697) (0.119) 
Small 0.085  1.132** 0.315  
 (0.567)  (0.491) (0.425)  
Retired (%)    –217.04**  
    (86.391)  
Unemployed (%)    224.757  
    (170.175)  
Bus to work (%)    –30.663  
    (59.520)  
Cars (%)    75.222*  
    (41.360)  
Constant –1.689** –5.433** –0.749 –25.341 0.299** 
 (0.796) (2.468) (1.196) (31.820) (0.138) 
      
Observations 239 236 244 397 5,908 
Pseudo R^2 0.077 0.618 0.076 0.169 0.368 
P>z 0.016 0.000 0.012 0.000 0.000 

Source:  LTA data and CC analysis. 
 

†‘Bidder is incumbent’ means that one of the Small Operators was incumbent, not necessarily that the individual Small 
Operator which won was actually the incumbent. Due to data cleaning and matching problems, we cannot distinguish whether a 
small winning operator and a small incumbent are identical. 
Notes: 
1. Standard errors in parentheses. 
2. *** p<0.01, ** p<0.05, * p<0.1. 
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Analysis 5: The difference between the current and the previous winning bid 

39. The effect of different tender characteristics or market characteristics on the differ-
ence between the current and previous winning bid could also show how these 
characteristics affect the outcome of tenders. 

40. To assess these effects, we use ordinary least square regression, and regress these 
characteristics on the difference between the current and previous winning bid 
(expressed as a percentage of the previous winning bid), ie this difference is 
given as: 

difference = (current winning bid – previous winning bid)/previous winning bid.15

41. Closer inspection shows that some observations have a particularly large effect on 
the regression results. Therefore we use a robust regression method which assigns 
weights to the observations in the dataset. Since the weights for apparent outliers are 
small, this method ‘discounts’ such observations.
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42. In addition, these regressions could be affected by another technical problem, the 
endogeneity of the number of bidders. The problem of endogeneity arises if there is 
no unidirectional link between one or more explanatory factors and the dependent 
variable. Evidently, we would expect that a large number of bidders induces oper-
ators to submit competitive, low bids. Yet, it could also be argued that the difference 
between current and previous winning bids influences the number of participating 
bidders (because the expected submission of higher bids in the current tender 
attracts more bidders or the expected very competitive, low bidding in the tender 
reduces the number of participants). This could be due to changes in local conditions 
which are observable by operators. Examples could be an increase in the reimburse-
ments for concessionary fares or changes in the tender specifications or procedures 
which effectively reduce the cost of bidding and thus allow for a higher profit. If 
strong, the presence of the latter ‘reverse’ link could invalidate the regression results. 
This problem is typically addressed by instrumenting the critical explanatory factor by 
another variable which is correlated with the endogenous factor, but which is not 
itself related to the explanatory equation (regression equation). However, it is 
typically very difficult to find a suitable instrument. 

 The results of these regressions 
are reported in Table 6. 

43. Since our data contains no suitable candidate instrument variable, we cannot 
address this issue on the technical level. However, since the difference between the 
current and previous winning bid will not likely determine the attractiveness of a 
tender to bidders to a great extent (eg much less than the value of the expected 
winning bid), this potential problem is not likely to affect our regression results to a 
great extent. This judgement is supported by the fact that the main results of this 
regression are in line with economic theory.17

 
 
15 SPT appears to have annualized the bids for the preceding tenders, but not for current tenders, while Fife appears to have 
recently most often tendered bundles, but previously individual contracts. To avoid a distortion of the results, we hence omit 
these observations (19 observations for Fife and 50 observations for SPT). We have also run the regressions reported in 
Table 6 below including the data for SPT (annualizing the current winning bids). The inclusion does not affect the results to any 
significant extent. Details are thus omitted. 

 

16 See Li (1985): Robust regression. In Exploring Data Tables, Trends, and Shapes, ed D C Hoaglin, F Mosteller, and 
J W Tukey, 281–340. New York: Wiley; implemented in Stata as ‘rreg’ command. 
17 Arriva suggested that if the expected number of bidders was endogenous, then proxies of market size (for example, using 
socio-demographic variables) could be used as instruments to resolve this issue. We believe that the demographic variables 
co-determine the difference between previous and current bid and should thus be included as explanatory variables in the 
specification. However, to explore Arriva’s suggestion, we included LTA dummies in the specification and used the LTAs’ 
demographics as instruments. Except for population, the demographic variables are highly collinear with other explanatory 
factors and can hence not be used as instruments. Estimating the model with LTA dummies and replacing the dummies for the 
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44. The analysis shows that the difference between the current and previous winning 
bids is on average lower if the number of operators bidding in the (current) tender is 
larger; see model 1 in Table 6 below. Consistent with economic theory, this suggests 
that more competition leads to lower bids. 

45. To test the effect of the number of bidders in more detail, we also consider tenders 
with different bidder numbers separately (model 2 in Table 6 below). The coefficients 
on the variables one bidder, two bidders etc show to which extent the percentage 
difference in the current and previous winning bids is higher in concentrated markets 
compared with the benchmark case of tenders with more than six bidders. The co-
efficient for the explanatory factor ‘one bidder’, 0.132, shows that this bid difference is 
13.2 per cent higher in tenders with one bidder than in tenders with more than six 
bidders. That is, if the current winning bid would be, for example, 8 per cent higher 
than the winning bid in the previous tenders for tenders with six or more bidders, we 
would expect that the current bid would be 21.2 per cent higher than the previous 
winning bid in tenders with only one bidder. Yet, given the lack of information on 
previous tenders (eg on the previous number of bidders) and the possible endogen-
eity problem, the predicted bid differences can only be indicative.  

46. Interestingly, tenders with only one bidder and with two bidders hardly differ in that 
respect. Only for tenders with three or four bidding operators is the increase in the 
bid difference compared with tenders with six or more operators markedly lower. For 
five or six bidding operators this increase is statistically insignificant, ie the difference 
for tenders with five and six bidding operators is not significantly different from those 
for seven or more bidders. 

47. This suggests that ‘adding’ a bidder has a marked effect in tenders with two or three 
bidders, while the fifth, sixth etc operator does not significantly affect the difference 
between the current and previous winning bids. In that respect, it appears that ‘five 
are enough for competition’.  

48. In principle, this result may be driven by a trend in the number of bidders over time. 
That is, the difference between the present and the previous winning bid might be 
lower because the number of bidders in the present tenders is on average higher 
than the number of bidders in previous tenders. Since the data set does not contain 
the number of bidders in the previous tender, we cannot directly test this. However, 
since we have not seen any evidence of a trend in bidder numbers, we do not see a 
reason to believe that our finding is driven by such a trend. 

49. The regression results also show that difference between the current and previous 
winning bid is on average higher if the incumbent operator wins. This may be taken 
as indication of an incumbency advantage which could in effect reflect barriers to 
entry. 

50. Moreover, the tender outcomes differ depending on the identity of the previous 
incumbent operator. Operator J and Operator B are shown to be strong incumbents, 
which causes operators to bid low when these are present in a tender. Operator F, in 
contrast, might be seen as an ‘easy target’, so that very competitive, low bidding 
appears to be unnecessary.  

51. Since the characteristics of the previous tender are not included in the data set, it is 
not possible to interpret the remaining results with a view on the effect of tender 

- - - - - - - - - - 
 
different market structures by the number of bidders (to reduce the number of potentially endogenous variables) shows that the 
candidate instrument, population, does not correlate with the potentially endogenous variable number of bidders. Population is 
hence not a suitable instrument. 
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characteristics on the tender outcome. For example, we do not know whether the 
contract duration was the same in the previous and current tender. It is hence not 
possible to disentangle the effect of a change in the contract duration over time from 
the effect of the contract duration of the current tender. For the same reason, we 
cannot distinguish the effect of the contract type from the effect of a change in the 
contract type (minimum cost or minimum subsidy contract). Most likely, our analysis 
does not show an effect of these contract types on the bid difference because the 
contract type in the current tender may often be the same as the contract type in the 
previous tender. 

TABLE 6   Regression results regarding the difference between current and previous winning bid  

 (1) (2) 
Explanatory factors Bid difference Bid difference 

   
One bidder  0.132*** 
  (0.030) 
Two bidders  0.135*** 
  (0.027) 
Three bidders  0.092*** 
  (0.026) 
Four bidders  0.064** 
  (0.027) 
Five or six bidders  0.043* 
  (0.026) 
Number of operators bidding –0.020***  
 (0.004)  
Previous operator is winner 0.040*** 0.038*** 
 (0.014) (0.014) 
Inc Operator A –0.134 –0.124 
 (0.082) (0.082) 
Inc Operator B –0.045** –0.047** 
 (0.020) (0.020) 
Inc Operator C 0.029 0.029 
 (0.045) (0.045) 
Inc Operator D –0.010 –0.011 
 (0.020) (0.020) 
Inc Operator E 0.011 0.009 
 (0.049) (0.049) 
Inc Operator F 0.110** 0.116** 
 (0.048) (0.049) 
Inc Operator G –0.372* –0.387* 
 (0.215) (0.216) 
Inc Operator H 0.006 0.008 
 (0.072) (0.072) 
Inc Operator I 0.025 0.037 
 (0.066) (0.067) 
Inc Operator J –0.081*** –0.080*** 
 (0.026) (0.026) 
Minimum subsidy –0.003 –0.003 
 (0.036) (0.036) 
Minimum cost 0.045 0.047* 
 (0.027) (0.027) 
Service: demand responsive 0.091 0.107 
 (0.081) (0.081) 
Service: park and ride –0.028 –0.041 
 (0.120) (0.121) 
Service: school –0.000 0.001 
 (0.026) (0.026) 
Part of the timetable of a 

whole route tendered –0.057 –0.059 
 (0.046) (0.047) 
Part of the timetable of part of 

the route tendered –0.085* –0.084* 
 (0.049) (0.050) 
Part of a route including 

extensions tendered –0.078 –0.078 
 (0.058) (0.058) 
Partial tender—rest 

commercially operated 0.067 0.070 
 (0.050) (0.050) 
Partial tender—rest not com-

mercially operated (or N/A) 0.002 0.006 
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 (1) (2) 
Explanatory factors Bid difference Bid difference 

   
 (0.032) (0.032) 
Contract duration (month) –0.002*** –0.002*** 
 (0.000) (0.000) 
Fares set by LTA 0.139** 0.134** 
 (0.065) (0.065) 
Fares set by operator (no 

restrictions) 0.203*** 0.199*** 
 (0.059) (0.060) 
Fares set by operator (subject 

to LTA approval) 0.002 –0.000 
 (0.068) (0.068) 
Fares tied to commercial 

fares 0.038 0.038 
 (0.078) (0.078) 
Accept other tickets –0.042 –0.045 
 (0.041) (0.041) 
Part of bundle –0.039*** –0.039** 
 (0.015) (0.015) 
Reason for tender: commer-

cial service withdrawn 0.153 0.122 
 (0.178) (0.179) 
Reason for tender: early 

termination by operator 0.061** 0.059** 
 (0.027) (0.027) 
Reason for tender: new route 0.096 0.086 
 (0.127) (0.128) 
Points-scoring system used –0.004 –0.004 
 (0.025) (0.026) 
Winning bid non-compliant –0.084** –0.082** 
 (0.033) (0.033) 
Bid is lowest bid –0.042*** –0.042*** 
 (0.014) (0.014) 
LTA 1 –0.153* –0.148 
 (0.092) (0.093) 
LTA 2 –0.253* –0.250* 
 (0.150) (0.150) 
LTA 3 –0.198 –0.199 
 (0.162) (0.162) 
LTA 4 –0.029 –0.011 
 (0.114) (0.115) 
LTA 5 –0.073 –0.061 
 (0.093) (0.093) 
LTA 6 –0.003 –0.010 
 (0.085) (0.086) 
LTA 7 –0.072 –0.050 
 (0.265) (0.266) 
LTA 8 –0.177 –0.168 
 (0.110) (0.110) 
LTA 9 –0.305* –0.287* 
 (0.159) (0.160) 
LTA 10 –0.011 –0.001 
 (0.116) (0.116) 
LTA 11 –0.005 –0.003 
 (0.110) (0.110) 
LTA 12 –0.283*** –0.280*** 
 (0.084) (0.084) 
LTA 13 0.051 0.062 
 (0.086) (0.087) 
LTA 14 –0.158** –0.157** 
 (0.071) (0.071) 
LTA 15 –0.069 –0.058 
 (0.088) (0.089) 
LTA 16 –0.119 –0.117 
 (0.154) (0.155) 
LTA 17 –0.293*** –0.289*** 
 (0.072) (0.072) 
LTA 18 –0.198 –0.193 
 (0.153) (0.153) 
LTA 19 –0.170* –0.175* 
 (0.093) (0.093) 
LTA 20 –0.177 –0.182 
 (0.143) (0.143) 
LTA 21 –0.377*** –0.376*** 
 (0.065) (0.065) 
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 (1) (2) 
Explanatory factors Bid difference Bid difference 

   
LTA 22 –0.152* –0.144* 
 (0.079) (0.079) 
LTA 23 –0.194** –0.185** 
 (0.084) (0.084) 
LTA 24 –0.177** –0.174** 
 (0.081) (0.081) 
LTA 25 –0.174* –0.169* 
 (0.089) (0.090) 
LTA 26 –0.307*** –0.303*** 
 (0.092) (0.092) 
LTA 27 –0.170 –0.161 
 (0.119) (0.119) 
LTA 28 0.072 0.065 
 (0.136) (0.136) 
LTA 29 –0.213** –0.200** 
 (0.099) (0.100) 
LTA 30 –0.162* –0.147 
 (0.098) (0.098) 
LTA 31 –0.225** –0.215** 
 (0.091) (0.091) 
LTA 32 –0.069 –0.052 
 (0.124) (0.125) 
LTA 33 0.049 0.056 
 (0.097) (0.097) 
LTA 34 –0.056 –0.050 
 (0.096) (0.096) 
LTA 35 –0.172* –0.161 
 (0.099) (0.099) 
LTA 36 –0.265*** –0.258*** 
 (0.078) (0.078) 
LTA 37 –0.140 –0.151 
 (0.138) (0.138) 
LTA 38 –0.093 –0.086 
 (0.078) (0.078) 
LTA 39 –0.163 –0.161 
 (0.125) (0.125) 
LTA 40 0.043 0.062 
 (0.171) (0.172) 
LTA 41 –0.086 –0.079 
 (0.073) (0.073) 
LTA 42 –0.341*** –0.327*** 
 (0.098) (0.098) 
LTA 43 –0.091 –0.078 
 (0.089) (0.090) 
Constant 0.292*** 0.135** 
 (0.061) (0.062) 
   
Observations 4,261 4,261 
R-squared 0.084 0.084 
Adj R^2 0.066 0.066 
P>z 0.000 0.000 

Source:  LTA data and CC analysis. 
 
 
Notes: 
1.  Standard errors in parentheses. 
2.  *** p<0.01, ** p<0.05, * p<0.1. 
3.  N/A = not applicable. 

Analysis 6: The value of bid per mile 

52. The value of the winning bid per km is another outcome of a tender. To assess how 
market characteristics and other factors affect it, we regress these characteristics 
and factors on the bid value per km, ie on the value of the winning bid divided by the 
total length of all services covered by the contract (bid value per km = value of 
bid/(freq of service for route*length of route). 
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53. Since the distribution of the values of the bids per km is heavily skewed to the right 
(ie low values of bids per km occur more frequently than high values), we regress the 
explanatory factors on the log of these values. The coefficients reported in Table 7 
thus show the percentage change in the bid value per km for a change in the given 
explanatory factor.18

54. As explained above (see paragraph 6), matching the bid data with external data on 
route length limits the number of observations that can be used in this analysis to 
1,542 (ie 14.7 per cent of the original 10,508 observations). The results of this 
regression are therefore likely less reliable than those of the other analyses pre-
sented above.
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55. A more serious problem is the potential endogeneity of the number of bidders in the 
regression equation. The number of operators bidding in the tenders might be 
endogenous since a tender with a high expected value of the bid per km may attract 
a higher number of bidders. As discussed in paragraph 42, such endogeneity might 
bias our regression coefficients and may invalidate the inferences. Since our data set 
contains no suitable candidate instrument, we cannot address this problem. 

  

56. Such endogeneity could be an explanation for apparently counterintuitive results. 

57. The starkest example is the apparent positive effect of the number of bidders on the 
bid value per km. Economic theory as well as the result from the preceding analysis 
of the differences between the current and previous winning bid, in contrast, suggest 
that the expected bid in a tender is lower if more operators bid in a tender. 

58. Furthermore, we observe that the bid value per km is on average lower in tenders for 
a minimum subsidy contract and for tenders of a part of the timetable of a part of the 
route. From Analysis 1 on the expected number of bidders, we know that the 
expected number of bidders is lower for tenders of minimum subsidy contracts and 
for partial tenders involving a part of the timetable of a part of a route. In the same 
way as the first example, these two results are inconsistent with economic theory as 
well as with our previous finding that bids in tenders tend to be higher if the number 
of bidders is low. 

59. However, the observation that bid value per km is lower if the incumbent wins is 
consistent with an incumbency advantage either due to greater efficiency (economies 
of scale and/or scope) or due to an informational advantage. 

60. The fact that the bid value is on average lower in tenders with a greater total length 
and a greater frequency of service is also consistent with economies of scale and/or 
scope. 

61. Given the likelihood of an endogeneity problem, we can place only a relatively low 
value on the results of this particular analysis (summarized in Table 7).20

 
 
18 Again, we have used the weighted least square approach to account for outliers and heteroskedasticity. 

 

19 Since we could not match all tendered routes to the Traveline data, we may have lost some, but not necessarily all routes 
included in a tender for a bundle of route by matching. Since we cannot accurately calculate the length of routes in bundles due 
to this matching problem, we consider only tenders for single routes. An additional inaccuracy stems from the fact that we used 
route, length and frequency information from October 2009 for all tendered routes, despite the fact that the bid data covers the 
years 2005 to 2010. 
20 The number of operators active in the LTA is not statistically significant in this regression. We hence report the regression 
which excludes this variable. Instrumenting with demographic variables, as suggested by Arriva, proved impossible for the 
same reasons as for Analysis 5 (see footnote to paragraph 43). 
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TABLE 7   Regression results regarding the value of the bid per km 

Explanatory factors Bid value per km (log) 
  

Number of unique operators 
bidding 0.060*** 

 (0.019) 
Previous operator is winner –0.327*** 
 (0.072) 
Inc Operator A  0.218 
 (0.383) 
Inc Operator B –0.175* 
 (0.101) 
Inc Operator C 0.128 
 (0.213) 
Inc Operator D –0.152 
 (0.096) 
Inc Operator E 0.058 
 (0.257) 
Inc Operator F –0.920*** 
 (0.247) 
Inc Operator G 0.332 
 (0.383) 
Inc Operator H 0.206 
 (0.456) 
Inc Operator I 0.258 
 (0.297) 
Inc Operator J 0.214* 
 (0.119) 
Minimum subsidy –0.647*** 
 (0.125) 
Minimum cost –0.417*** 
 (0.127) 
Service: demand responsive 0.371 
 (1.082) 
Service: park and ride 1.201** 
 (0.514) 
Service: school 0.679*** 
 (0.140) 
Part of the timetable of a 

whole route tendered –0.452*** 
 (0.174) 
Part of the timetable of part of 

the route tendered –0.606*** 
 (0.178) 
Part of a route including 

extensions tendered 0.160 
 (0.228) 
Partial tender—rest commer-

cially operated –0.117 
 (0.173) 
Contract duration (month) 0.003 
 (0.002) 
Fares set by LTA 0.503** 
 (0.202) 
Fares set by operator (no 

restrictions) –0.107 
 (0.220) 
Fares set by operator (subject 

to LTA approval) –0.137 
 (0.216) 
Fares tied to commercial 

fares 0.440** 
 (0.213) 
Accept other tickets 0.260** 
 (0.112) 
Reason for tender: commer-

cial service withdrawn –0.200 
 (0.148) 
Reason for tender: early 

termination by operator –0.108 
 (0.173) 
Reason for tender: new route –0.339** 
 (0.158) 
Points-scoring system used 0.134 
 (0.126) 
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Explanatory factors Bid value per km (log) 
  

Winning bid non-compliant –0.097 
 (0.127) 
Log of frequency –0.746*** 
 (0.023) 
Log of length –0.854*** 
 (0.046) 
Bid is lowest bid –0.227*** 
 (0.065) 
Population 0.110 
 (0.073) 
Wage 5.844*** 
 (1.059) 
Retired (%) 12.667*** 
 (2.960) 
Unemployed (%) 13.972* 
 (7.684) 
Student (%) –14.815*** 
 (4.500) 
Bus to work (%) 6.642 
 (4.329) 
More than 10 km (%) –3.835 
 (2.936) 
Cars (%) 1.202 
 (2.966) 
Operator A—share of freq –48.707 
 (34.964) 
Operator B—share of freq 0.732** 
 (0.346) 
Operator C—share of freq 0.370 
 (0.564) 
Operator D—share of freq 1.565*** 
 (0.404) 
Operator E—share of freq 0.532 
 (0.512) 
Operator F—share of freq 3.361*** 
 (1.267) 
Operator G—share of freq 1.742* 
 (1.045) 
Operator H—share of freq 2.220 
 (1.651) 
Operator I—share of freq –0.980 
 (2.358) 
Operator J—share of freq 0.665 
 (0.505) 
Constant –52.225*** 
 (10.664) 
  
Observations 1,606 
R-squared 0.746 
Adj R^2 0.737 
P>z 0.000 

Source:  LTA data and CC analysis. 
 

Notes: 
1. Standard errors in parentheses. 
2. *** p<0.01, ** p<0.05, * p<0.1. 

62. As discussed above, Analyses 5 and 6 may be affected by potential endogeneity of 
the number of bidders used as an explanatory factor in those regressions. Such 
endogeneity could potentially invalidate the regression results (see paragraphs 42, 
43, 55 and 56 for a more detailed explanation). This problem is more likely to affect 
the regression explaining the value of the winning bid per km since a high value of 
the winning bid per km seems more likely to increase the participation in a tender 
than the difference between the current and previous winning bid. For this reason, 
the reliability of those results in Analysis 6 is hence limited, which is much less likely 
for the results of Analysis 5. 

63. It is also worth noting that although the coverage of the data is reasonably represen-
tative, the relatively low number of observations that can be used for some of our 
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regressions still limits the robustness of some of the findings. In the interpretation of 
the results, it should be kept in mind that the number of observations for some cases 
may be relatively sparse. For example, it might be true that there are only a small 
number of entries for a certain type of service for tenders where a given Main 
Operator bids. The result of the effect of that type of service on the likelihood of that 
operator bidding or winning may thus be based on a small number of observations 
even though the total number of observations used in the regression is large. This is 
especially true for the analyses of the likelihood that one of the Main Operators or a 
Small Operator wins. Here we can only use observations for tenders where the given 
operator submitted a bid which limits the total number of observations used in that 
analysis. 

64. The bus operators told us that a number of individual findings are not consistent with 
their commercial experience.  

65. In response to our finding that the number of bidders is lower if the incumbent is one 
of the Main Operators (which is true for all but three Main Operators), and our 
conclusion that this suggests that a smaller number of bidders believe themselves to 
be able to win such a tender, Arriva submitted that: 

... given that the expected number of bidders does not differentiate 
between main and small operators, the CC appears to suggest that 
major operators may be put off bidding for tenders operated by other 
major operators because the incumbent possesses economies of scale 
which the large entrant does not—this is not Arriva’s experience. 

66. The difference between Arriva’s experience and the regression results may be due to 
the fact that the regression results indicate the effect of a Main Operator being the 
incumbent everything else equal, eg given equal contract types or equal local 
demographics, while Arriva’s experience is the result of all factors jointly. A difference 
between both would arise if the Main Operators would be systematically more 
interested in certain types of tenders (certain contract types, regions with certain 
characteristics etc). 

Conclusions 

67. The econometric analyses of how different tender and market characteristics affect 
the number of bidders in a tender and the likelihood of a given operator to bid or win 
suggest that contract characteristics affect the outcome of a tender process.  

68. Overall, the number of bidders is lower for some tender characteristics, but these 
characteristics affect the likelihood of particular Main Operators bidding or winning 
differently. 

69. Minimum-subsidy contracts: The operator is paid a fixed amount to operate the 
service and both sets the fare and takes the revenue. The operator thus bears the 
revenue risk. We find that such contracts attract on average a lower number of 
bidders (see Analysis 1) and increase the likelihood that the incumbent wins (see 
Analysis 3). However, as with other contract characteristics, minimum-subsidy 
contracts affect the likelihood of a given Main Operator bidding or winning differently 
(see Analyses 2 and 4).21

 
 
21 They increase likelihood that Operator B, Operator I or Operator H bid, but decrease the likelihood that Operator J or 
Operator D bids (see Analysis 2), and they decrease the likelihood that Operator D wins, but increase the likelihood that 
Operator E wins (see Analysis 3). 
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70. Points-scoring systems tend to reduce the likelihood of the incumbent winning and 
Small Operators bidding (see Analyses 3 and 2). 

71. Service type: Furthermore, tenders for demand-responsive services and park-and-
ride services attract a smaller number of bidders than scheduled services (see 
Analysis 1). Incumbents are less likely to win tenders for demand-responsive 
services or school services (see Analysis 3). 

72. Partial tenders: Tenders for only a part of the timetable and a part of the route and 
tenders where the rest of the route is commercially operated tend to attract a lower 
number of bidders (see Analysis 1). Moreover, partial tenders tend to reduce the 
likelihood that Small Operators will bid (see Analysis 2). However, the different types 
of partial tenders affect the likelihood of particular Main Operators bidding differently 
(or not at all; see Analysis 2). 

73. The type of contract and the use of a points-scoring system are design features of 
the tender. The service type and partial tendering of services, in contrast, are 
arguably intrinsic characteristics which an LTA will find hard to change.  

74. The econometric analyses yield some results which are consistent with barriers to 
entry into tendered bus services due to economies of scale and/or scope. The 
number of bidders is lower if the incumbent is one of the Main Operators (which is 
true for all but Operators E, H and G; see Analysis 1). This suggests that a smaller 
number of bidders believe themselves to be able to win such a tender, for example 
due to Main Operators having an advantage from economies of scale.  

75. In addition, the Main Operators are significantly more likely to bid if they are incum-
bents and if their share of routes in the LTA is high. Except for Operators A and I, 
incumbency also makes winning a tender more likely, while a high share of frequency 
appears to be advantageous only for Operators B and E (see Analyses 2 and 4). We 
also observe that the value of the bid per km is lower if the incumbent wins the 
tender, which may indicate that the incumbent has an efficiency advantage (see 
Analysis 6). However, this result is based on a smaller sample and may be affected 
by an endogeneity problem. It is thus less reliable. 

76. The presence of some of the Main Operators reduces the likelihood of bidding for 
some operators, but increases it for others (see Analysis 2). Where the presence of 
the Main Operators affects another operator’s likelihood of winning a tender, this 
effect is typically negative (but in a small number of cases it has a positive impact; 
see Analysis 4). 

77. Analysis 1 shows that the number of bidders is typically significantly lower if one of 
the Main Operators is the incumbent. This observation could be explained by other 
operators not bidding in certain tenders to avoid retaliation in other tenders or com-
mercial services. However, this finding is also consistent with size advantages due to 
economies of scale and/or scope. Other bidders might not bid because they do not 
believe themselves able to win against large and potentially more efficient operators. 

78. Overall, the evidence from the regression analysis regarding strategic bidding is 
inconclusive. 
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APPENDIX 14.1 

An assessment of the extent of consumer detriment in the operation of 
local bus services using the findings of the route-level 

performance-concentration analysis 

Summary 

1. In this appendix we set out an estimate of the consumer detriment as a result of the 
AECs in the operation of local bus services based on the route-level findings from our 
performance-concentration analysis. This method builds on the route categorization 
analysis in paragraphs 11.64 to 11.79. 

2. Using this method we estimate that the harm to consumers, as a consequence of the 
AECs in the operation of local bus services, is likely to be between £110 million and 
£295 million per year.  

Methodology 

3. As part of the performance-concentration analysis, we found that—holding fixed a 
variety of route, operator and neighbourhood characteristics—more competition has 
a positive and statistically significant effect on the total number of services run by all 
operators running a route (frequency). The overall average effect of an extra rival on 
a route is estimated to be around 12 to 15 per cent.1 

4. We have provisionally found that there are features of the relevant markets that pre-
vent, restrict or distort competition. Consequently, on those routes where competition 
is restricted, we would expect that frequency will be reduced compared with the situ-
ation that would prevail in the absence of those features.2  

The impact of a reduction in frequency on consumers 

5. As discussed in the provisional findings, lower weekly frequencies on a route are 
likely to have a number of adverse effects on local bus passengers and prospective 
local bus passengers,3 including: 

(a) reduced services in the form of fewer evening and weekend services, which 
reduce the hours within the day that services operate, and harm passengers by 
decreasing their travel options throughout the day; and  

 
 
1 See Appendix 7.1 for details of the route-level frequency concentration analysis. The route-level model using ordinary least 
squares estimation technique provides a point estimate of the effect of an additional competition on frequency of 12 per cent. 
The instrumental variables technique delivers an estimate of 15 per cent. In this appendix we use the lower of these two values, 
12 per cent, as the basis of our calculations. 
2 FirstGroup said that the analysis of detriment relies on a highly restrictive competition measure that was not used in the CC’s 
performance-concentration analysis and that, as such, the CC is not comparing like with like (FirstGroup response to pro-
visional decision on remedies, paragraph 2.1(b)(i)). We note that the route categorization exercise (see paragraphs 11.64–
11.79) uses different measures of the extent of head-to-head competition from those used in the PCA. However, the PCA still 
represents the best available evidence regarding the effect of the AECs on frequency. 
3 At a very late stage in our inquiry, FirstGroup said that the CC had omitted to take account of the cost of higher levels of con-
gestion that resulted from more buses on the road and that it estimated this cost to be approximately £40–£68 million per year 
and therefore the CC’s estimates of detriment were overstated. The material submitted by FirstGroup did not appear to support 
this conclusion. We note that DfT statistics show that buses and coaches collectively account for around 1 per cent of motor 
vehicle traffic miles and that, as a consequence, a 12 to 15 per cent change in bus mileage is unlikely to have a material effect 
on total traffic levels. In that context we did not find the estimates put forward by FirstGroup to be credible. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/firstgroup_pdr_response_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/firstgroup_pdr_response_excised.pdf�
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(b) reduced services on existing routes and within existing service hours harm pas-
sengers through increased waiting times, fewer services to choose from,4 lower 
punctuality5

 and increased crowding.6 

6. As a consequence of the diminished service, fewer individuals will use the local bus 
leading to a reduction in demand for local bus travel. In addition, those passengers 
that continue to use the service will value the service less than would be the case at 
a higher frequency. This is illustrated in Figure 1. 

FIGURE 1 

Illustration of the effect of a reduction in frequency on demand 
for local bus services 

 

Source:  CC.  

7. Reduced competition and the consequent drop in frequency lead to a reduction in 
demand for local bus travel. As a result, the demand for bus journeys falls from Q0 to 
Q1. We assume no price effect so fares remain at P0. The effect on consumer welfare 
of a contraction in demand is to reduce the consumers surplus from area (a+b) to 
area a. The value of the harm to consumers is therefore a value given by area b.  

8. To estimate the harm to consumers as a result of the AECs, it is therefore important 
to assess the following:  

(a) the likely extent to which competition is restricted as a result of the AECs; 

 
 
4 For example, with a less frequent service it is less likely that there will be a service that is well matched to the passengers’ 
need and can deliver them to their destination at a time that is convenient to them.  
5 For example, more passengers will be inconvenienced by a delay to any one bus and the risk of any knock-on effects on sub-
sequent services is increased.  
6 All else being equal, passengers are less likely to get a seat on a route with less frequent buses. 

a b 

Q1 

P0 

Fares 

Q0 Bus journeys 
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(b) the likely extent of the frequency reduction that is caused by this restriction in 
competition; and 

(c) the likely scale of the contraction in demand (Q0 – Q1) that results from the reduc-
tion in frequency.  

Estimating the effect of reduced competition on demand for local bus services 

9. In order to assess the likely reduction in competition as a result of the AECs, we use 
the route classification methodology set out in paragraphs 11.64 to 11.79. This meth-
odology classifies local bus routes according to the likelihood that the route, and the 
individual passenger flows that make up that route, are subject to an AEC. Where 
routes are identified as already facing head-to-head competition (Category 5 routes), 
we assume no restriction in the number of competitors. For routes identified as highly 
likely to face an AEC (Category 1 routes), we assume that competition is restricted 
and that, without the features that lead to an AEC, there would be an additional com-
petitor.  

10. For the remaining routes, in Categories 2, 3, 4 and 6, it is difficult to make definitive 
statements regarding the extent to which there is an AEC. To calculate a lower 
bound to the proportion of routes on which competition is restricted, we use Category 
1 routes only. To calculate a central estimate, we assume that half of the services in 
Categories 2, 3 and 4 are subject to an AEC. To calculate an upper bound, we 
assume that competition is restricted on all routes in Categories 1 to 4.7 

11. Having established which routes are subject to a restriction in competition, we calcu-
late the consequent reduction in frequency using the results of the performance-
concentration analysis at the route level. We assume that, on those routes where 
there is an AEC, there is a 12 per cent restriction in frequency.8 

12. We then calculate the impact on demand for bus journeys using the DfT’s favoured 
estimate of the long-run elasticity of demand for bus travel with respect to frequency 
(0.66).9  

13. Stagecoach said that this elasticity was highly contentious and had been discredited 
by the industry. It also said that a range of 0.19 to 0.29 would seem more appropriate 
as this was in line with both the cited academic evidence and the CC’s own primary 
analysis.10 The DfT said that: 

[it] continues to believe that, on the basis of the available evidence, a 
long-run service elasticity of 0.66 is our best estimate of the figure to 
use in the concessionary travel reimbursement guidance. This estimate, 
based on TRL 593, was recommended by the Institute for Transport 

 
 
7 Stagecoach said that only routes in Category 1 were described by the CC as highly likely to be subject to an AEC and that it 
was not appropriate to include routes in Categories 2, 3, 4 and 6 in the detriment calculation because these categories were 
inconclusive (Stagecoach response to provisional decision on remedies, paragraph 2.24). We did not agree that it was approp-
riate to base the detriment on Category 1 routes only. We note in paragraph 32 (see also Appendix 11.4, paragraphs 17–25) 
that we would expect at least a proportion flows on routes in Categories 2, 3, 4 and 6 to also be subject to AEC. 
8 Stagecoach said that: ‘The Commission simply assumes that as a result of its proposed remedies the number of competitors 
would increase by a total of one competitor in the Urban Areas considered under each scenario. This is an entirely unrealistic 
assumption. Although a number of remedies are aimed at reducing the barriers to entry, they are unlikely to result in entry into 
every Urban Area considered under each scenario.’ (Stagecoach response to provisional decision on remedies, paragraph 
2.21). We note that the estimates in this appendix are based on the route classification system described in paragraphs 11.64 
to 11.79 and Appendix 11.4 which takes into account routes where we may not necessarily expect head-to-head competition 
even in the absence of the features that we have identified. 
9 The demand for public transport: a practical guide, 2004. Elasticity with respect to service intervals (vehicle km) in the 
long run.  
10 Stagecoach response to provisional decision on remedies, paragraph 2.23. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/stagecoach_pdr_response_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/stagecoach_pdr_response_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/stagecoach_pdr_response_excised.pdf�
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Studies in their research on concessionary reimbursement, published in 
2010. Since the publication of the new Concessionary Travel 
Reimbursement Guidance in 2010, DfT has not received or become 
aware of any new research or evidence that supports moving away 
from the 0.66 estimate of service elasticity. During last year’s consulta-
tion on the Guidance, we did receive evidence from operators arguing 
that the estimate should be lower. Our view was that the evidence pre-
sented was not sufficiently robust and, in particular, did not appropri-
ately screen out other relevant factors that could influence bus demand 
so that the impact of changes to bus services on bus demand could be 
properly isolated. We also pointed out that because the free concession 
has now been in place for a number of years, the appropriate estimate 
to use is the long run estimate of service elasticity. We recognise that 
this is a contentious issue for some parties and that, for this reason, 
further research would be helpful, subject to funding constraints, wider 
priorities, and access to robust data. We have always stated our desire 
to work with all interested parties in any further research on service 
elasticity. 

14. We note that the results of the CC survey present short-run demand elasticities with 
respect to frequency. We therefore did not agree with Stagecoach that the results of 
the CC survey would have been more appropriate and consider that the use of the 
DfT’s favoured long-run elasticity estimate is valid. 

The welfare implications of a contraction in demand 

15. Having assessed the extent to which demand has contracted as a consequence of 
the AECs, we then need to make some assumptions regarding the shape of the 
demand function for local bus travel in order to calculate the effects of this demand 
restriction on consumer welfare. We consider two different types of demand 
function:11 

(a) linear demand; and 

(b) proportional demand. 

16. A linear demand function represents demand as a downward sloping straight line. 
Linear demand functions take the functional form shown in equation 1 below: 

𝑃 = 𝛼 + 𝛽𝑄  

where P represents bus fares, Q is the quantity of local bus journeys and α and β are 
constants. One important property of a linear demand function is that the elasticity of 
demand increases as prices rise. 

17. A proportional elasticity demand function has the following form: 

𝑄 = 𝑘𝑒𝑏𝑃 

 
 
11 We note the discussion of the types of demand function in section 2.1 of the University of Leeds Concessionary Fares 
Project, Report 1: Economic Principles. John Nellthorp, August 2010. http://assets.dft.gov.uk/publications/research-into-the-
reimbursement-of-concessionary-fares/report1.pdf. The calculation of consumer surplus using an isoelastic demand function 
does not produce sensible results. The elasticity of demand with respect to fares is equal to –0.4, consequently the exponent, 
1/e, is equal to –2.5. Because the value of the exponent is greater than 1 in magnitude the integral does not converge resulting 
in implausibly large values for the consumer surplus. We therefore do not use the isoelastic demand function in our analysis. 

http://assets.dft.gov.uk/publications/research-into-the-reimbursement-of-concessionary-fares/report1.pdf�
http://assets.dft.gov.uk/publications/research-into-the-reimbursement-of-concessionary-fares/report1.pdf�
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Restated in prices this equation becomes: 

𝑃 =
1
𝑏

 ln (
𝑄
𝑘

) 

18. Where Q is the quantity of bus travel demanded, k is a constant, e is the mathemati-
cal constant,12 b is a constant and P represents the level of bus fares. The elasticity 
of demand at current prices is given by the term bP. An important property of 
demand functions of this type is that the elasticity of demand changes in proportion to 
the price.13 Consequently, with a proportional elasticity demand function, the elasti-
city of demand changes at a slower rate, as prices rise, than is the case for a linear 
demand function.   

19. In both specifications, we can extrapolate a demand function given information on 
prices, quantities and the elasticity of demand with respect to fares. 

20. To calculate the reduction in welfare as a consequence of the AECs, we extrapolate 
demand functions under two scenarios. 

(a) Scenario 1—current conditions. In this scenario, we model demand for bus travel 
at current frequencies. We set fares equal to 1 and quantity equal to 100.14 We 
then extrapolate a demand function using an elasticity of demand for bus travel 
with respect to fares from the Econometric Demand Analysis (–0.4).15 

(b) Scenario 0—competitive conditions. In this scenario, we model the expanded 
demand curve that would exist with the higher frequencies associated with more 
competition. As before, we set fares equal to 1 and use an elasticity of demand 
with respect to fares of –0.4. However, because higher frequencies stimulate 
greater demand, under this scenario, we extrapolate a demand function using a 
new, larger, quantity (Q0) according to the increase in demand calculated in para-
graphs 9 to 12.  

21. We then calculate the consumer surplus under each scenario.16 By subtracting the 
consumer surplus under scenario 1 from the consumer surplus under scenario 0, we 
obtain an estimate of the harm to consumers as a result of reduced frequency.  

22. FirstGroup said that the proportional demand function was irrational because it 
assumed that there was a mass of consumers that would be prepared to pay un-
feasibly large sums to use the bus. It stated that the CC’s proportional demand func-
tion implied that around 20 per cent of existing passengers would be willing to pay 
more than £10 to travel by bus as they currently did, and that given the relative price 
and availability of more convenient alternatives to bus travel, this result implied that 
the use of the proportional demand function was both unrealistic and irrational. We 

 
 
12 This is sometimes referred to as Euler’s number. 
13 As prices increase, the elasticity of demand increases in proportion. For example, if at current prices the elasticity of demand 
is –0.4 the proportional elasticity function predicts that at twice current fare levels the elasticity of demand will be –0.8. 
14 In this example the operators will earn revenue of 100 units. The profitability analysis estimated that the Large Operators 
earned profits in excess of their cost of capital of £70 million which is 2.8 per cent of their revenue. This ratio provides a useful 
method to relate calculations of welfare changes in the models presented here to the industry as a whole.  
15 A Disaggregate Analysis of Demand for Local Bus Service in Great Britain (excluding London) using the National Travel 
Survey, L Nesheim and J Molnar, 2010. Available at: 
    www.competition-commission.org.uk/inquiries/ref2010/localbus/demand_estimation_analysis.htm. 
16 With linear demand the consumer surplus (CS) is given by CS=(α-P)*Q)/2. With proportional demand, the consumer surplus 
is given by the following equation: 

𝐶𝑆 =
𝑄∗(ln �𝑄

∗

𝑘 � − 1)
𝑏

− 𝑃∗𝑄∗ 
 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/demand_estimation_analysis.htm�
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note that proportional demand functions have been used in a local bus market con-
text in the past.17 We did not agree that the use of a proportional demand function 
was irrational. We see no clear reason to disregard either linear or proportional 
demand functions. We therefore provide results using both approaches below. 
However, we consider the implications of FirstGroup’s specific suggestion that the 
proportional demand function is truncated in paragraph 34. 

Limitations of the method 

23. This methodology uses an implicit assumption that the increase in frequency is such 
that operators no longer make profits in excess of their cost of capital under the 
competitive scenario. Under this methodology, we therefore calculate the consumer 
welfare implications of the effect of competition on frequency only.  

24. As set out in paragraph 14.24, we found that the AECs result in lower frequency and 
may also result in higher fares, although we were unable to observe the latter in our 
performance-concentration analysis. It may therefore be the case that there is a price 
effect in addition to the impact on frequency and that a 12 per cent increase in fre-
quency would be insufficient to reduce operators’ profits to normal levels. To the 
extent that this is the case, the method presented here will understate the harm to 
consumers as a consequence of the AECs.18 

Results 

25. Table 1 shows the proportion of local bus services in the reference area accounted 
for by routes in each category. 

TABLE 1   Number of routes and proportion of weekly services by route category 

Route 
category 

 

Number 
of routes 

 

Proportion 
of routes 

% 

Total 
weekly 

services 
 

Proportion 
of weekly 
services 

% 

     Category 1 3,106 17.3 1,015,033 40.6 
Category 2 4,060 22.6 80,446 3.2 
Category 3 3,986 22.2 221,247 8.9 
Category 4 2,329 13.0 435,955 17.4 
Category 5 982 5.5 72,849 2.9 
Category 6   3,513   19.5   674,166 
  Total 

  27.0 
17,976 100.0 2,499,696 100.0 

Source:  CC analysis of Traveline data. 
 

Note:  All routes in Categories 1–5 are classified as 'not constrained by rail or tram'. 

26. However, the methodology used to identify Category 6 routes is relatively conserva-
tive. Consequently the routes within Category 6 may, or may not, be competitively 

 
 
17 The shape of the upper reaches of the demand function cannot be observed; consequently discussion of the precise shape 
of the demand curve is somewhat speculative. We note that the University of Leeds Concessionary Fares Project, Report 1: 
Economic Principles (see p11) lists three broadly acceptable functional forms for passenger demand: isoelastic demand, pro-
portional demand and linear demand. It describes proportional elasticity as ‘a well-tested form’. With a proportional elasticity 
demand function, the elasticity of demand changes at a slower rate, as prices rise, than is the case for a linear demand func-
tion. However, with an isoelastic demand function the elasticity of demand does not change at all. Proportional demand func-
tions therefore sit between the two extremes of linear and isoelastic demand. 
18 The value of this understatement can be calculated (approximately) by subtracting the incremental costs to operators of the 
increase in frequency from the value of operators’ profits in excess of the cost of capital (£72 million per year—see Section 14 
of the report, Table 14.1). 
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constrained by competing rail or tram services.19 Table 2 provides a similar break-
down using a less conservative definition of Category 6 routes.20 

TABLE 2   Number of routes and proportion of weekly services by route category 

Route 
category 

 

Number 
of routes 

 

Proportion 
of route 

% 

Total 
weekly 

services 
 

Proportion 
of weekly 
services 

% 

     Category 1 3,989 22.2 1,340,152 53.6 
Category 2 4,906 27.3 96,116 3.8 
Category 3 4,233 23.5 229,281 9.2 
Category 4 3,598 20.0 717,579 28.7 
Category 5 1,157 6.4 92,830 3.7 
Category 6        93     0.5     23,738 
  Total 

    0.9 
17,976 100.0 2,499,696 100.0 

Source:  CC analysis of Traveline data. 
 

Note:  All routes in Categories 1–5 are classified as ‘not constrained by rail or tram’ using a less conservative filter. 

27. Table 2 shows that the proportion of routes and services within Categories 1 to 4 is 
sensitive to the filters used to identify Category 6 routes. We therefore provide results 
using both the conservative and the less conservative forms of the Category 6 filter. 

28. Some routes within each category will be fully or partly tendered. One possible effect 
of an increase in competition may be that operators begin operating services on 
routes that were previously tendered. We ignore this potential benefit of competition 
in this calculation and focus instead only on those routes that are not tendered. As 
set out in Appendix 11.3, 78.6 per cent of Category 1 services are operated without 
tendered support. Within Categories 2, 3 and 4, 84.1 per cent of services are oper-
ated without tendered support.  

29. Having estimated the volume of services subject to an AEC, we then apply the 
increase in frequency of 12 per cent to that mileage. This gives us an estimate of the 
number of services lost due to the AECs on those routes. To calculate the effect on 
demand for local bus journeys on those routes, we multiply the percentage restriction 
in frequency across the reference area by 0.66. Table 3 shows the impact of the 
AECs on demand for local bus journeys. 

TABLE 3   Estimates of the impact of reduced competition on demand for bus travel 

 
Routes on which competition is reduced (%) 

 
Lower bound Central estimate Upper bound 

    Conservative definition of rail and tram overlaps –2.5 –3.5 –4.5 
Less conservative definition of rail and tram overlaps –3.3 –4.7 –6.1 

Source:  CC analysis. 
 

 
30. We then calculate the effect on consumer welfare using the method set out in para-

graphs 15 to 22. Tables 4 and 5 show the results of this exercise under the scenarios 
we tested. 

 
 
19 For a fuller explanation, see Appendix 11.2, paragraphs 5–15. 
20 For Table 2, we adjust filter 3 and define bus routes as ‘not constrained by rail or tram’ if fewer than half of the bus stops 
along the route are within 500m of a rail or tram stop. 
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TABLE 4   Consumer detriment estimates using conservative definition of rail and tram overlaps 

 
Consumer detriment (£m per year) 

Demand function Lower bound Central estimate Upper bound* 

    Linear demand 79 110 140 
Proportional demand 158 219 281 

Source:  CC analysis. 
 

*The classification of rail and tram overlaps in this table is conservative; these results cannot therefore be interpreted strictly as 
an upper bound. 

TABLE 5   Consumer detriment estimates using less conservative definition of rail and tram overlaps 

 
Consumer detriment (£m per year) 

Demand function Lower bound* Central estimate Upper bound 

    Linear demand 104 148 191 
Proportional demand 208 295 382 

Source:  CC analysis. 
 

*The classification of rail and tram overlaps in this table is less conservative; these results cannot therefore be interpreted 
strictly as a lower bound. 

31. Proportional demand functions deliver a higher detriment estimate than linear 
demand functions and the less conservative rail and tram filter results in higher 
detriment estimates than the conservative rail and tram filter. 

32. The lower bound of our estimate of detriment, using this method, is £79 million per 
year. However, we consider that it is unlikely that this lower bound gives an accurate 
reflection of the value of the detriment because this estimate is based upon deliber-
ately extreme assumptions. In particular: 

(a) The lower bound estimate is based on Category 1 routes only and assumes that 
there is no AEC on flows on routes in other categories. We would expect at least 
a proportion flows on routes in Categories 2, 3, 4 and 6 to also be subject to 
AEC. 

(b) The lower bound estimate is based on a linear demand function and different 
assumptions regarding the shape of the demand function (proportional demand) 
yield a larger estimate. 

(c) The lower bound estimate is based upon a conservative definition of rail and tram 
overlaps. 

33. We therefore consider it likely that the value of the detriment is within the range of 
central estimates; between £110 million and £295 million per year. Within this range, 
there are a number of factors that may suggest that the value of the detriment to con-
sumers is greater than £110 million a year. This is because:  

(a) With all the scenarios in Tables 4 and 5, we have used the smaller of the two 
point estimates of the effect of competition on service frequency from the 
performance-concentration analysis (see paragraph 3). 

(b) With all the scenarios in Tables 4 and 5, we assume no price effect. As set out in 
paragraphs 23 and 24, this assumption may understate the detriment. 

(c) With all the scenarios in Tables 4 and 5, we assume that there is no change in 
the proportion of tendered routes. As set out in paragraph 28, we might expect 
some restrictions in competition to increase the need for supported services. 
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(d) As explained in Appendix 11.2, even the less conservative definition of rail and 
tram overlaps may overstate the extent to which local bus services are competi-
tively constrained by rail or tram services. 

34. The argument put forward by FirstGroup in paragraph 22 suggests that the value of 
the detriment to consumers may be less than £295 million a year. FirstGroup told us 
that if the proportional demand curve was capped, so that consumers were willing to 
pay a maximum of £10 to use the bus, the detriment was reduced by approximately 
20 per cent. On this basis, the value of the upper bound of our range would reduce 
from £295 million per year to approximately £236 million per year.  
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APPENDIX 14.2 

The impact of tender design on contract prices 

1. This appendix uses a combination of the results from the econometric analysis and 
information from the qualitative survey to estimate the impact on contract prices for 
tendered services arising from particular aspects of tender design. 

Existing information 

Impact of tender design on number of bidders 

2. Appendix 13.2 sets out the results of our econometric analysis of tender data. This 
analysis shows the percentage change in the number of bidders as a result of differ-
ences in aspects of tender characteristics and design. For the purpose of the analy-
sis in this appendix, we only consider those factors which are not related to the type 
of route tendered or whether a particular operator is the incumbent. Rather, we 
consider the particular decisions that an LTA makes having decided which route to 
tender, such as which party takes the revenue risk. 

3. Table 1 shows the most significant aspects of tender design ranked in order of size of 
the impact on the number of bidders. 

TABLE 1   Summary of influence of tender design on numbers of bidders 

Factor 
Percentage impact on 
the number of bidders 

  
Minimum-subsidy contract only offered –31 
Fares tied to commercial fares –15 
Accept other operator tickets –15 
Minimum-cost contract only offered –14 
Part of bundle –4 

Source:  Econometric analysis of bidding data. 
 

 
4. Factors such as whether there is a points-scoring system or whether the winning bid 

is non-compliant have a weaker effect on the number of bidders than the factors 
summarized above. 

Occasions when tender design options offered 

5. Previous analysis indicated the extent to which the different approaches to tender 
design are used. This is summarized in the analysis set out in Appendix 13.1, which 
aggregated the responses of 91 LTAs and showed general behaviour. Table 2 shows 
the relevant results. 
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TABLE 2   Incidence of use of different aspects of tender design 

Factor Percentage of times 
  

Minimum subsidy contract only offered 54% 
Fares tied to commercial fares 58% 
Accept other operator tickets Not known from 

qualitative survey 
Minimum cost contract only offered 17% 
Part of bundle 61% 

Offered either always 
or mostly 

Source:  Qualitative analysis of LTA survey responses. 
 

 

Relationship between number of bidders and price 

6. The econometric analysis (see Appendix 13.1, Table 13) demonstrated that there 
was a statistically significant relationship between the number of bidders and the 
change in the price between the current and previous bid for a contract.1

7. An increase in bidders of one, compared with the average number of bidders, results 
in a two percentage point reduction

 

2

Average number of bidders and price changes for a contract 

 in the change in the price. So if the price had 
increased by 18 per cent with the average number of bidders, then, if the average 
number of bidders increased by one, the price increase would be 16 per cent (ie 
18 per cent less two percentage points). 

8. The econometric work showed that the average number of bidders for all contracts in 
the sample was 3.2 and for minimum-subsidy contracts only was 2.7. The average 
price of contracts offered only on a minimum-subsidy basis increased by 16.6 per 
cent on renewal and all contract type prices by 18.2 per cent. For minimum-subsidy-
only contracts, the analysis was based on 2,226 contracts with a combined value of 
£74.4 million. 

Approach 

9. To examine the impact of tender design on contract prices, we look first at the largest 
factor shown in Table 1: that is, tenders which offer the ability to bid only on a 
minimum-subsidy basis. 

10. As shown in the previous section, this factor reduces the number of bidders by 31 per 
cent and results in an average number of bidders of 2.7. If the option to bid on both 
bases were to be available, then the number of bidders would be increased to: 

Actual number of bidders (2.7) ÷ ((1 – expected change in number of bidders) 
(1 – 0.31)) = 3.9  

11. This is an increase in the average number of bidders of 1.2 (ie 3.9 less 2.7) per con-
tract. The impact of this on the change in price of a contract based on the information 
in the previous section would be: 

 
 
1 This analysis relied on an assumption that there was no systematic pattern in the number of bidders for the current tender 
when compared with the number of bidders in the previous tender. 
2 See the coefficient on the number of operators bidding in Appendix 13.2, Table 6, Model 1. 
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Change in number of bidders (1.2) x impact on change in price per bidder (2%) = 
–2.4 percentage points reduction to the change in price 

12. So the price of an average contract would increase by 14.2 per cent (ie 16.6 per cent 
less 2.4 per cent) rather than 16.6 per cent (see paragraph 8). Or alternatively, the 
ratio of the new price to the old price would fall from 1.166 times to 1.14 times. This 
can be expressed as an actual percentage reduction to the price as follows: 

1 – (new ratio of price increase/old ratio of price increase) = 1 – (1.142/1.166) =  
–2.05% 

13. So contract prices in which both bases of bidding are available would be 2.05 per 
cent lower in any one tender compared with a situation in which bidding on a 
minimum-subsidy contract only is available. It is possible that this result could cumu-
late over several tender events for the same contract and therefore the actual differ-
ence could be greater. 

14. This impact can be scaled to the overall level of spend on tendered services (ie 
£450 million) to determine the total impact. If we assume that the share of minimum-
subsidy contracts in the total is the same as that indicated in the qualitative survey 
(54 per cent) as shown in Table 2, then the impact in total is: 

£450m x 54% x 2.05% = £4.98 million. 

15. So if LTAs offered the option of bidding on both a minimum-subsidy and minimum-
cost basis compared with offering bidding only on a minimum-subsidy basis, only 
then they could save £5 million a year in spend on tenders. This is the annual effect 
of one of the factors in tender design. However, the other factors in Table 1 are likely 
to have a smaller impact, especially when weighted at the portfolio level by the 
relative occurrence of the factors as shown in Table 2. For example, the offer only of 
minimum-cost contracts results in a 14 per cent reduction in the number of bids and 
occurs in 17 per cent of cases.3

16. As a result, these impacts have not been calculated in this analysis and it is recog-
nized that the annual effect of tender design will be higher than £5 million, but likely 
to be at the lower end of the range £5–£10 million. 

 

 
 
3 The impact of this factor, for example, on a pro rata basis to minimum-subsidy contracts (assuming the portfolio average 
number of bidders) could be less than £1 million. 
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APPENDIX 15.1 

How the multi-operator ticketing remedy addresses the AEC 
in the supply of local bus services 

1. In this appendix, we set out how two of the main classes of barrier to entry and 
expansion that we have identified are likely to be affected by increased usage of 
multi-operator tickets: 

(a) network effects, including (i) the barrier associated with incumbents’ advantages 
arising from network strength and (ii) the barrier associated with incumbents’ 
advantages arising from an ability to offer more attractive multi-journey tickets 
than smaller operators, particularly where there is no effective multi-operator 
ticketing scheme available; and 

(b) the barrier associated with the expected intensity of post-entry competition, which 
depends on the incumbents’ reactions to entry which can increase costs, risks 
and uncertainty. 

2. In paragraphs 3 to 16 we consider barriers to entry and expansion associated with 
network effects. In paragraphs 17 to 21 we consider barriers to entry and expansion 
associated with the expected intensity of post-entry competition. We outline the 
mechanism by which these barriers are likely to be affected and give an indication of 
the types of area where the impact of increased usage of multi-operator tickets is 
likely to be greatest. By reducing these barriers to entry and expansion we also 
expect increased usage of multi-operator tickets to address indirectly the impact of 
high levels of concentration on the AEC. 

Network effects 

3. Multi-journey tickets offer a discount over repeat purchases of single fares. Passen-
gers purchase multi-journey tickets to take advantage of this discount as well as the 
convenience of not having to purchase multiple single cash fares. We found that 
network effects imply that the multi-journey tickets (including returns) offered by an 
incumbent with a high-frequency service or a large network of services will be more 
attractive, all else equal, than the multi-journey tickets offered by an entrant or a 
smaller rival. This source of incumbency advantage constitutes a barrier to entry and 
expansion. 

4. We also found that there are two sorts of network effects: between-route and within-
route effects. We look at each of these network effects in turn, reviewing how 
increased usage of multi-operator tickets might address these barriers. 

Between-route effects 

5. In paragraph 8.55 we define ‘between-route’ network effects that apply if customers 
use multi-journey tickets to travel on more than one route, such that these customers 
prefer a season ticket offered by an operator with more bus routes in the area. In 
paragraphs 9.104 to 9.105 we set out our conclusion that these effects act as a 
barrier to entry and expansion in larger and/or more complex bus networks. 

6. If customers who value the ability to access multiple routes in a network purchase a 
multi-operator ticket rather than an incumbent operator’s own multi-journey network 
ticket, this will mean that a new entrant is not precluded from attracting these passen-
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gers to its buses, even if it enters without a network of services (for example, entry 
with one or two routes). This reduces the barrier to entry and expansion associated 
with an incumbent operator’s ability to offer more attractive network tickets, as a 
result of its larger network of services, and makes it easier to pursue an incremental 
entry strategy.  

7. In paragraphs 5.63 to 5.79, we present evidence on customer usage of bus net-
works, which in turn informs us about the importance of between-route network 
effects. We were not able to use this data to determine precisely the areas in which 
between-route network effects are most important, and parties did not hold the data 
that would have allowed us to do this. 

8. In paragraphs 5.78 and 5.79, we summarize this evidence which indicates that 
customers make use of a network of routes in some of the largest UK cities outside 
London: Birmingham, Glasgow, Manchester and cities in West Yorkshire. The 
evidence also suggests that between-route network effects may also be important in 
certain smaller Urban Areas, depending on the layout of the area and the locations of 
key destinations. 

9. For the reasons set out in paragraph 6, we concluded that an increase in the avail-
ability and usage of multi-operator tickets would be effective in reducing the barriers 
to entry and expansion associated with between-route network effects. Based on the 
evidence summarized in paragraphs 7 and 8, we further concluded that between-
route network effects are most likely to act as a material barrier to entry and expan-
sion in larger, more complicated bus networks, where different key destinations are in 
different locations. 

Within-route effects 

10. In paragraph 8.54 we defined ‘within-route’ effects such that at a given price, cus-
tomers are likely to prefer a return or season ticket offered by the operator with the 
greatest frequency or comprehensiveness of service on a route. In paragraphs 9.104 
and 9.105, we conclude that these effects act as a barrier to entry and expansion.  

11. An increase in the attractiveness and availability of multi-operator multi-journey 
tickets will mean that fewer passengers choose to buy tickets based on an individual 
operator’s overall service frequency. Instead, more passengers might be expected to 
board the first bus that arrives that serves their destination, regardless of that oper-
ator’s overall frequency of service as they are able to use any operator’s service for 
their return trip.1

12. In Appendix 9.1, we analysed two factors that indicate the likely strength of within-
route effects on particular routes, namely:  

 Similarly, fewer customers are ‘locked in’ for the return trip. A new 
entrant on to a route will therefore be able to compete for a larger proportion of cus-
tomers without being required to operate at an equivalent level of frequency to that of 
the incumbent operator. This therefore reduces the barrier to entry and expansion 
associated with an incumbent’s ability to offer more attractive multi-journey tickets as 
a result of its greater frequency of service. 

(a) the proportion of revenue on the route accounted for by multi-journey tickets; and  

 
 
1 We note that smart ticketing with an e-purse and a multi-operator cap might produce similar results through a different 
mechanism. A multi-operator ticket reduces barriers to entry and expansion as it involves committing to be able to travel on all 
operators. A smart system with an e-purse and appropriate cap involves, on the other hand, no pre-commitment, but keeps 
open the option of travelling on any operator. 
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(b) the frequency of service on the route. 

13. We found that almost all routes in our sample were characterized by within-route 
network effects to at least some degree, and by the associated barriers to entry and 
expansion (see Appendix 9.1, paragraph 11). Our analysis also showed some 
variation across routes as to the likely strength of the barrier to entry as a result of 
within-route effects (see Appendix 9.1, paragraph 13). 

14. In order to evaluate in which types of area the benefits from a multi-operator travel-
card might be greatest, we looked at indicators of the relative importance of within-
route effects on routes in each Urban Area. Where more routes are likely to be 
characterized by relatively strong within-route effects, there are likely to be greater 
benefits associated with an Urban-Area-level multi-operator travelcard scheme.2

15. Inspection of the data in Table 1 at the end of Appendix 9.1 suggests that larger 
Urban Areas are more likely to have a large proportion of services accounted for by 
services on high-frequency routes, but that there are also a substantial number of 
smaller Urban Areas where high-frequency services account for a large proportion of 
the market. We analysed the correlation between population and the number of 
routes in an Urban Area with an average frequency of at least one, two, four and six 
buses an hour. We found that the correlation was at least 90 per cent in all cases 
except when we looked at routes with an average frequency of at least six buses an 
hour (in this case the correlation was greater than 80 per cent). 

 

16. This analysis suggests that the competition benefits from introducing a multi-operator 
travelcard scheme to an Urban Area apply broadly across the reference area, but are 
generally likely to be greater the larger is the population of the Urban Area. We note 
that even where the benefits of introducing a multi-operator travelcard scheme into 
an Urban Area, or into a more rural area, are not judged to be sufficient to outweigh 
the costs, a route-level scheme (for example, on certain relatively high-frequency 
routes) would involve lower costs and could address barriers to entry or expansion 
on those routes. 

Expected intensity of post-entry competition 

17. We now consider the impact of increased multi-operator ticket usage on another 
barrier to entry and expansion: the expected intensity of post-entry competition. We 
found that the conduct of single ticket, concessionary and multi-journey ticket 
passengers contributes to an incentive for operators to increase capacity on a route 
in response to new entry, which can result in any increase in competition not being 
sustained: 

(a) Single ticket and concessionary passengers. These passengers, who are not 
already committed to a particular operator by having already bought a ticket, 
often plan to catch a certain bus based on its price and other characteristics. 
However, we found that these attributes are largely overridden by a bus being the 
first to arrive at the bus stop. In order to maximize the chance of arriving first at 
the stop and hence attracting these passengers, operators have incentives to 
increase the frequency of their service, and to engage in head-running and/or 
leapfrogging when there is head-to-head competition. 

 
 
2 We also looked at the weekly frequency of the 4,091 routes in the Traveline database that did not enter any Urban Area. We 
found that these routes are, on average, significantly less frequent than those routes that enter an Urban Area. We also found, 
however, that a significant number of these rural routes had relatively high frequencies—for example, we identified 648 such 
routes with a total weekly frequency of more than 100 services, and 193 routes with a total weekly frequency of more than 200 
services. These routes are likely to be characterized by relatively strong within-route effects. 
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(b) Multi-journey ticket passengers. An important factor in a customer’s decision to 
purchase an operator’s season ticket is that operator’s overall frequency of 
service. Operators have an incentive to increase the frequency of service on a 
route in order to compete for these passengers. 

18. An increase in the number of passengers using multi-operator tickets is likely to 
mean that more customers get on the first bus that arrives. One of the benefits to 
passengers from purchasing a multi-operator ticket is that it allows them to do this. In 
other words, if customers switch from single-operator to multi-operator multi-journey 
tickets, this is likely to lead them to behave more like single or concessionary 
passengers. Since we found that the desire to attract single and concessionary 
passengers creates an incentive to compete by increasing frequency, this incentive is 
likely to remain in the presence of more passengers using multi-operator tickets. 

19. However, there is also likely to be a countervailing effect of the introduction of an 
effective multi-operator ticketing scheme on this incentive to increase frequency. An 
increase in the number of passengers using multi-operator tickets is likely to reduce 
the necessity of competing at an equivalent frequency to that of an incumbent oper-
ator as a result of within-route network effects (as set out in paragraphs 10 to 16). An 
entrant with a lower frequency of service is able to compete for single ticket, multi-
operator ticket and concessionary customers, and could expect to receive a propor-
tion of these customers roughly in line with its relative frequency. Our remedies in 
relation to operator behaviour (summarized in Figure 15.2 in paragraph 15.110) are 
likely to increase the timescale over which incumbents are able to respond rapidly to 
new entry. 

20. Taking all of these effects together, we consider that the incentive to increase fre-
quency in response to competition remains, but the overall tendency of head-to-head 
competition towards overcapacity is likely to be diminished. As a result, we expect 
that an increase in the availability and usage of multi-operator tickets is likely to 
increase the viability of a small-scale, incremental entry strategy. In these ways, we 
expect this remedy, in combination with other measures, to reduce barriers to entry 
and expansion associated with the expected intensity of post-entry competition. 

21. We also found that customers getting on the first bus that comes along leads to an 
incentive to engage in leapfrogging and head-running. If more customers purchase 
multi-operator multi-journey tickets, rather than single-operator multi-journey tickets, 
this might increase this incentive. This point was also raised by Stagecoach in its 
response to the Provisional Decision on Remedies, in the context of a scenario in 
which a multi-operator ticket was offered at a lower price than a single operator’s 
multi-journey ticket.3 As set out in paragraph 6.143, frequent re-registrations of 
service timetables, leading to leapfrogging and head-running do not now appear to 
be a common characteristic of competition, particularly in comparison with the years 
immediately after privatization.4

 
 
3 

 We expect other measures in the remedy package—
in particular our remedies in relation to operator behaviour, summarized in Figure 
15.2 in paragraph 15.110—to reduce the incentive and ability for operators to engage 
in such practices, should they seek to do so, in a more competitive environment. We 
therefore concluded that this remedy was unlikely to increase the extent of head-
running or leapfrogging. 

Stagecoach response to provisional decision on remedies, paragraph 3.18. 
4 See paragraph 2.20 and the Commons Select Committee on Transport, Local Bus Deregulation, HMSO, 1995. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/stagecoach_pdr_response_excised.pdf�
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APPENDIX 15.2 

Design of an effective travelcard scheme 

1. In this appendix, we present evidence on the characteristics of existing travelcard 
schemes1

(a) governance and the role of the LTA (paragraphs 

 and draw on this to set out in detail principles for the design of an effective 
multi-operator travelcard scheme. We consider the following elements of scheme 
design: 

2 to 17); 

(b) access to schemes by new entrants (paragraphs 18 to 20); 

(c) bus-only schemes (paragraphs 21 to 24); 

(d) zonal coverage and travel-to-work areas (paragraphs 25 to 31) and Annex A; 

(e) ticket types available (paragraphs 32 to 35); 

(f) sales and promotion of multi-operator tickets (paragraphs 36 to 40); 

(g) revenue reimbursement (paragraphs 41 to 43); and 

(h) pricing (paragraphs 44 to 78) and Annex B. 

Governance and the role of the LTA 

2. Most multi-operator ticketing schemes are governed by a consortium of operators. In 
Nottingham, where there is no formal consortium, there exists a voting mechanism by 
which decisions about the scheme are taken. 

3. Voting rights are generally apportioned among operators in line with some measure 
of market share. In three schemes (West Midlands, Bath and Nottingham) this, in 
combination with the majority needed to make a decision, leads to the largest oper-
ator in the local area having a veto over proposed changes to the schemes (National 
Express, FirstGroup and Nottingham City Transport respectively). In the West 
Midlands, we have seen that the largest operator has been able to block certain 
developments of the schemes that would, in our judgement, and that of most other 
local stakeholders, have been beneficial to passengers (see paragraphs 3 to 8). In 
Bath, a development to introduce a student ticket was also blocked.2

4. We understand that the relevant LTAs in almost all the schemes are able to attend 
the meetings where governance is discussed and can put forward proposals for 
developments to the scheme. In some schemes (Tyne and Wear, Manchester, 
Nottingham and Luton), the LTA has a vote as part of the voting mechanism by which 
decisions are taken. In Bath, the LTA has the casting vote in the event of disagree-
ment among operators, but this has never been used in practice. In Merseyside, the 
LTA sets prices and other aspects of the scheme. 

 

 
 
1 We do not discuss the London Oyster card system here. 
2 B&NES Council told us that [] stated that it had an aspiration to equalize adult and student fares and therefore proposed 
that prices for adults and students should be the same for BathRider; this was agreed by the other two operator representatives 
at the meeting. The other operators []. We note that [] still offers discounted single-operator student tickets. 
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5. Most of the Large Operators argued that schemes should be operator-led and that 
LTA control would not be appropriate, with two Large Operators3 emphasizing 
operators’ superior commercial knowledge, three4 emphasizing LTAs’ political 
motivations and two emphasizing potential conflicts of interest as a result of the 
LTA’s role as tendering authority, as owners of municipal operators or as providers of 
other public transport operations (eg tram systems).5 [One] Large Operator argued 
that decision-making should only be taken by participating members of a scheme 
with whom the revenue risk lies.6 Rotala told us that LTAs and PTEs were too 
politically conflicted to manage schemes, although they could have a role in 
administering the schemes.7 Lothian noted that questions arose in relation to the 
allocation of votes to LTAs in cross-boundary schemes.8 Several LTAs advocated a 
greater governance role for LTAs (for example, giving them a casting vote or an 
arbitration position),9 although Centro had some concerns about LTAs having voting 
rights and believed that LTAs should only be able to exercise any voting right as part 
of an arbitration process between participating operators.10

6. In the Remedies Notice, we sought views about the voting and governance structure 
necessary for an effective multi-operator ticketing scheme. FirstGroup,

 

11 Arriva12 and 
Rotala13 argued that voting rights should be apportioned such that no large operator 
had a veto, a view also echoed by PTEG and SYPTE.14 Centro told us that the voting 
arrangements in the West Midlands were generally effective, although worked less 
well in relation to the attempts to introduce local-area-based multi-operator prod-
ucts.15 TfGM noted that allocating votes according to market share did not appear to 
have limited the effectiveness of the multi-operator ticketing scheme in Manchester.16

7. Stagecoach and [] both argued that the largest operator should be given a right to 
veto proposed changes to a multi-operator ticketing scheme, in order to prevent 
small operators ‘gaming’ the scheme.

 

17 Go-Ahead18 argued that voting rights should 
be apportioned on the basis of market share to prevent small operators voting 
strategically to undermine a larger operator’s own tickets. These operators’ concerns 
centre on the possibility that were smaller operators (either individually or collectively) 
able to out-vote the largest operator in an area, they might act strategically to lower 
the revenue or increase the costs of a large operator by manipulating the terms or 
prices of the multi-operator ticket.19

 
 
3 Response to Remedies Notice: 

 Arriva told us that there was a significant risk that 
divorcing voting rights on multi-operator ticketing issues from voters’ market shares 
might confer an unjustifiably large degree of influence on operators that habitually 
revealed a wanton disregard for their obligations such as adherence to timetable, 
health and safety, vehicle training, driver training and/or employment, not to mention 

Go-Ahead, paragraph 2.9; National Express, paragraph 3.9. 
4 Stagecoach response hearing summary, paragraph 18. Go-Ahead, response to provisional decision on remedies, paragraph 
2.17; National Express response to provisional decision on remedies, paragraph 3.19. 
5 Stagecoach response hearing summary, paragraph 18. Go-Ahead response to provisional decision on remedies, para-
graph 2.17. 
6 National Express response to provisional decision on remedies, paragraph 2.4. National Express told us that it was not 
against third party, or LTA, involvement, provided that decision-making was taken only by participating members of the 
scheme. 
7 Response hearing summary, paragraph 9. 
8 Response to provisional decision on remedies, paragraph 3.11. 
9 Response to Remedies Notice: SYPTE, paragraph a, pp6–7; PTEG, paragraph 8.4; SPT, paragraph 4.30; City of York 
Council, Comment 2, paragraph a. 
10 Response to provisional decision on remedies on ticketing, paragraphs 1.2–1.34. 
11 Response to Remedies Notice, response to 28a. 
12 Response to Remedies Notice, issues for comment 2a. 
13 Response hearing summary, paragraph 9. 
14 Response to Remedies Notice: PTEG, paragraph 8.4; SYPTE, paragraph a, p6. 
15 Response to Remedies Notice, p8. 
16 Response to Remedies Notice, paragraph 1.3.1. 
17 Stagecoach response to Remedies Notice, paragraph 3.16; National Express response to Remedies Notice, paragraph 3.22. 
18 Response to Remedies Notice, paragraph 2.25. 
19 Stagecoach; []; Go-Ahead. 
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their fiscal obligations.20 These Large Operators also took the view that LTAs could 
not be relied on to prevent gaming21 and might on occasion take the side of smaller 
operators, for example a smaller tendered operator might combine with the LTA to 
depress the price of a multi-operator ticket.22

8. We were told that examples of the actions Small Operators might seek to take 
included freezing or reducing the price of multi-operator tickets

 

23 introducing 
schemes covering specific routes or areas,24 increasing the marketing spend on the 
scheme, allocation of larger administration costs.25 Some Large Operators argued 
that such conduct would be harmful to consumers because it would distort 
competition,26 lead to higher fares in the long run,27 lead to reduced service quality28 
or lead to service de-registrations.29

9. These alleged examples of strategic actions that small operators could take would 
also result in reduced revenue or costs for the small operators. Therefore the 
hypothesis of small operator gaming

 

30

10. Overall, we recognize that an effective governance structure needs to be able to 
balance the following two risks. First, an effective voting structure would not allow 
large operators to block changes to a multi-operator ticketing scheme that would 
increase its popularity and thereby bring passenger benefits. Second, an effective 
voting structure would recognize the fact that larger operators have a greater finan-
cial exposure to the scheme and would be resilient to ‘gaming’ by smaller operators. 
There is potentially some scope for conflict between these two aims. In our 
judgement, the key to reconciling the two aims is to have a balanced set of 
governance arrangements in which all stakeholders’ interests can be taken into 
account, without any individual stakeholder having a disproportionate level of 
influence. 

 rests on the assumption that small operators’ 
revenue will decrease or costs will increase proportionately less than large operators, 
for example because small operators incur a proportionately smaller share of a 
scheme’s costs, carry a proportionately lower share of multi-operator ticket 
passengers or are about to exit the market. It is far from clear that assumption would 
generally hold in practice.  

11. Based on our assessment of existing schemes and the considerations set out above, 
we consider that the following governance and voting arrangements are likely to 
provide the basis for an effective scheme: 

(a) Clear objectives for the scheme to which all participants have signed up. These 
should be focused on providing good value, and convenient multi-operator ticket-
ing products to passengers. Such schemes may also grow demand for bus 
services. In response to the provisional decision on remedies, National Express 
stressed the importance that multi-operator ticketing schemes should be 

 
 
20 Response to provisional decision on remedies, paragraph 2.19 
21 Responses to provisional decision on remedies: Stagecoach, Annex 1, paragraph 2; National Express, paragraph 3.19; 
Arriva, paragraph 2.20; Go-Ahead, paragraph 2.22. 
22 Stagecoach response to provisional decision on remedies, Annex 1, paragraph 2. 
23 Stagecoach (example 1); []; Go-Ahead. 
24 Stagecoach (example 3); []. 
25 []. 
26 []. 
27 Stagecoach. 
28 Go-Ahead. 
29 Go-Ahead; []. 
30 Stagecoach and [] told us that they did not have evidence that small operator gaming was currently a problem in any 
existing scheme. [] Although Go-Ahead did not use the term ‘gaming’, it also told us that it did not have any evidence that 
small operators currently manipulated multi-operator schemes. Go-Ahead told us that this was because the schemes in which it 
participated did not allow for separation of market share and voting rights. 
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commercially viable for the operators in the scheme and that operators must 
meet certain conditions for participation, so as not to undermine the 
attractiveness and take-up of the scheme.31 We agreed that it could be 
appropriate to incorporate this into the objectives of particular schemes. TfGM 
noted that the objectives should also include contributing to the relevant Local 
Transport Plan.32

(b) Where necessary, a third party administrator of the scheme, which could also 
handle commercially sensitive data (such as that used to calculate prices of the 
MTC) and manage revenue reimbursement. In existing schemes this role is often 
performed by the LTA. The extent and nature of any administration required will 
be affected by the size and complexity of the scheme.

 Again we agreed that it could be appropriate to incorporate this 
into objectives of particular schemes. 

33

(c) LTA representation on the board, including a vote in its own right (not as part of a 
block vote). This is for a number of reasons. The LTA has a financial interest in 
the scheme as a funder of supported services provider and often also funds 
some marketing and/or administration costs. In addition, LTAs are accountable 
for delivering their Local Transport Plans, can provide representation of 
passengers’ interests, and can also play a role in ensuring honest and open 
procedures. In addition, giving the LTA some representation will help mitigate the 
risk of small operator ‘gaming’, to the extent that this is a material risk (see 
paragraph 

 For smaller, simpler MTC 
schemes, such as the Luton Hip Hop scheme (see Table 4 in Appendix 9.2), the 
requirement and associated costs of any central administration of the scheme are 
likely to be low. 

9). We noted the contrary submission of some Large Operators on this 
latter point (see paragraph 7), but did not consider that there was any evidence to 
suggest that LTAs would necessarily take the side of Small Operators, who were 
seeking to abuse the governance of a multi-operator ticketing scheme. 

(d) Small Operators have a clear mechanism for representing their views on the 
scheme, either directly or as part of a voting ‘block’. In response to the provisional 
decision on remedies, National Express were concerned that block voting should 
be capped in order to prevent operators that provide only a small minority of 
services having too much control over the scheme.34

(e) No individual operator should have more than 49 per cent of the votes. This 
ensures that no operator is able to dominate the voting mechanism. 

 We noted these concerns, 
though we did not consider it necessary to specify a cap on any voting ‘block’, 
which we considered would be best determined locally. 

(f) Subject to this cap, operators’ voting rights should be apportioned on the basis of 
some broad measure of market share (such as registered mileage or weekly 
services). This need not be entirely pro rata—for example, operators with more 
than a certain share of the market may have an additional seat on the board. This 
reflects the greater financial exposure of larger operators to schemes and 
provides further protection against ‘gaming’ by smaller operators. 

(g) Where a formal vote is taken, decisions should be taken by a simple majority.  

 
 
31 Response to the provisional decision on remedies, paragraph 2.4a. 
32 Response to the provisional decision on remedies, pp11 & 12. 
33 FirstGroup stated that ‘the costs associated with the scheme needed to be suited to the relevant market’, response to the 
provisional decision on remedies, paragraph 3.17. 
34 National Express response to the provisional decision on remedies, paragraph 2.4d. 
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12. We have sought to specify the core principles of an effective and well-balanced 
governance arrangement, rather than to specify every aspect of decision-making. 
There are a range of governance and voting arrangements that are consistent with 
these principles, and many important details will be best determined locally.35

 

 Under 
the principles set out above, decision-making by simple majority, along with a cap of 
49 per cent on any individual party’s share of the vote, will prevent any one party 
from having a veto over developments to the scheme. Allocation of voting rights in 
accordance with a broad measure of market share, combined with LTA voting rights 
should enable a scheme to avoid small operator gaming. In the box below, we 
illustrate some voting mechanisms that are consistent with these principles for two 
different market structures: 

13. We recognize that in some situations these voting arrangements may have the 
consequence that LTAs may exercise the ‘balance of power’ between conflicting 
operator interests. In these and other circumstances, the LTA’s vote should be 
guided by the characteristics of an effective multi-operator ticketing scheme that we 
have set out in this decision. 

14. Stagecoach submitted that, in such situations, operators should have the ability to 
appeal to an independent third party against the LTA’s vote.36

 
 
35 For this reason, we agreed with TfGM’s submission that the specific details of the governance structure in any given LTA 
area would require further thought. 

 We considered that 
adding an appeal mechanism would add to the complexity of governance 
arrangements, adding cost and delay to decision-making and thereby potentially 
reducing the responsiveness of the scheme to passengers’ needs. In our view, the 
LTA has a legitimate right to participate in MTCs and should be entitled to cast its 
vote in accordance with its judgement about how best to ensure the effectiveness to 
the scheme. We did not consider that its vote should be any more subject to appeal, 
than the vote of any participant in the scheme. We do not see a distinction in this 
regard between circumstances in which operators’ views differ—in which LTAs’ votes 
may have more influence—and situations in which operators’ views are aligned. We 
note that where LTAs have a vote in existing schemes, this is not subject to appeal. 
For these reasons we did not consider that an appeal mechanism would be 
necessary. 

TfGM response to the provisional decision on remedies, p12. 
36 Stagecoach response to provisional decision on remedies, Annex 1, paragraph 2. 

In a scheme with one operator with a large market share and a number of small operators, votes 
might be apportioned as follows, in line with the principles set out in paragraph 11: 

(a) Largest operator—3 votes. 

(b) Other operators—3 votes between them. 

(c) LTA—2 votes. 

In a scheme with two operators, one of larger size than the other: 

(a) Largest operator—2 votes. 

(b) Second operator—1 vote. 

(c) LTA—2 votes. 
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15. We noted the comments of operators about the limitations on the suitability and/or 
capability of an LTA to participate in decision-making about the design or 
modification of a multi-operator ticketing scheme. However, the current position in 
certain schemes where no changes are made in the event of a large operator veto 
(as has occurred in the West Midlands—see paragraph 3) is not in the passenger 
interest and can prevent the development of new ticketing products that would 
enhance competition. In our judgement, the LTA is well placed to understand the 
local circumstances and operation of the scheme and to reach a balanced view 
reflecting the range of interests. We also note that in several schemes (see Table 4 
of Appendix 9.2), the LTA already has a governance role in the scheme, and in such 
cases the principles we set out in paragraph 11 can be seen as an extension or 
formalization of this role. We did not agree that decision-making should be the 
exclusive preserve of the parties bearing revenue risk on commercial operations, as 
we considered that there were other legitimate interests in relation to ticketing 
schemes as well as those of the operators. 

16. We noted the comments made about LTAs’ commercial expertise and potential to 
take political considerations into account. However, we took the view that LTAs 
would bring a valuable perspective to decision-making, which was complementary to 
the commercial perspective of operators. Nor did we consider that the fact of their 
democratic accountability should be a barrier to LTAs playing a role in decision-
making. 

17. We also note that the design and operation of a scheme might require some 
disclosure of sensitive commercial information to other participants in the governance 
of the scheme. This may be necessary, in particular in relation to making decisions 
about revenue reimbursement (see paragraphs 41 to 43) and the pricing of travelcard 
products (see paragraphs 50 to 68). It is important that this sensitive information is 
disclosed to a third party rather than being shared directly between operators, and an 
effective scheme should provide for this in the governance arrangements. We note 
that in some existing schemes this function is performed effectively by the LTA and 
that statutory powers exist for disclosure of certain types of information to LTAs that 
may be able to facilitate this role.37

Access to schemes by new entrants 

 

18. We considered what principles should govern access to schemes. While access to 
schemes is not currently a widespread problem,38

19. We therefore consider that a new entrant to an area should be able to become a 
member of a scheme, sell tickets under that scheme and be reimbursed for the 
passengers it carries according to the principles of the scheme—as soon as it 
commences supply of local bus services. For statutory schemes participation may, in 
fact, be mandatory. In response to the provisional decision on remedies, National 
Express argued that access to schemes should be subject to minimum principles 
regarding membership, governance and other features of the scheme.

 we considered that it was 
important that new entrants should have full confidence that they would be able to 
participate in a scheme at the earliest opportunity. 

39

 
 
37 In relation to England and Wales, the relevant power are set out in 

 Providing 
such conditions did not impose unreasonable burdens on an entrant—for example, it 
would be reasonable to expect all scheme members to comply with agreed 

section 143 of the Transport Act 2000. In relation to 
Scotland, the relevant powers are set out in section 43 of the of the Transport (Scotland) Act 2001. 
38 We received one complaint in Bristol (see Appendix 9.2, paragraph 52) in relation to this issue. 
39 National Express response to Remedies Notice, paragraph 3.42. 
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procedures to ensure correct reimbursement of revenue—we thought it was 
reasonable for participation in a scheme to be conditional on agreeing to abide by its 
rules. 

20. We note that allowing a new entrant to participate actively in the governance of a 
scheme might take somewhat longer, for example because voting rights may need to 
be redistributed. We suggest that this is done at the soonest practical opportunity. 
While there may be some delay between participating in a scheme (including 
receiving reimbursement for passengers carried, which should happen straight away) 
and being part of the governance arrangements, this is not likely to restrict an 
entrant’s ability to compete where schemes are run according to the principles set 
out in paragraph 11. This is because the ability to participate in the scheme is likely 
to be more important to the entrant’s ability to compete than its active involvement in 
the governance arrangements. 

Bus-only schemes 

21. Several multi-operator ticketing schemes (Tyne and Wear, South Yorkshire, 
Strathclyde and Nottingham) do not offer bus-only tickets. This is likely to increase 
the price premium for the multi-operator (multi-modal) ticket over single-operator 
(bus-only) multi-journey tickets, and hence make the former less attractive to some 
passengers (eg those who regularly use the bus, but make less use of other modes). 

22. In response hearings, the LTAs for these areas appeared to have differing appetites 
to introduce bus-only schemes. SPT told us that it was now considering a bus-only 
scheme,40 while Nexus told us that it would be opposed to a bus-only scheme in 
anything other than a franchised market.41 In its hearing, Nexus’ view appeared to be 
based on the fact that it did not think it was right to exclude the Metro, which is 
operated by Nexus, from a scheme.42 In response to the provisional decision on 
remedies, Nexus told us that a focus on a bus-only scheme would reduce consumer 
choice and may not deliver significantly reduced prices and SYPTE said that it would 
not want to undermine the ability for MTCs to include other transport modes.43

23. We did not receive many comments on this issue from bus operators. However, in 
response to the provisional decision on remedies, National Express told us that 
requiring a bus-only scheme was likely in many cases to be entirely impracticable (eg 
due to insufficient demand and the size of many multi-modal ticket areas) and likely 
to result in a range of unintended consequences (eg operators choosing not to offer a 
multi-modal ticket because of the additional costs of having to offer a bus-only 
MTC).

 

44

24. In our view, a bus-only scheme at a lower price than a multi-modal scheme would 
increase the attractiveness of the multi-operator scheme for those customers that do 
not value the option of travelling on other modes sufficiently highly to pay the extra 
premium that this involves. Therefore we consider that an effective MTC scheme 
would normally include a bus-only scheme, which could sit alongside any existing 
multi-modal version. We did not agree with Nexus’ submission that this would reduce 
customer choice, as we would expect customer choice to be enhanced by having 
additional schemes. Likewise we do not consider that this would undermine the 
ability of MTCs to cover other transport modes. We noted the various submissions 

 

 
 
40 Response to Remedies Notice, paragraph 4.5, and response hearing summary, paragraph 6. 
41 Response to Remedies Notice. 
42 Response hearing summary, paragraph 10. 
43 Response to provisional findings: Nexus, paragraph 2.4; SYPTE, paragraph 2.3. 
44 National Express response to the provisional decision on remedies, paragraph 2.8b) & c). 
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from National Express about the practicability and risks of introducing bus-only 
schemes alongside multi-modal schemes. We considered that these concerns were 
exaggerated, in light of the fact that bus-only schemes operate alongside multi-modal 
schemes in a number of areas, including the West Midlands. We did acknowledge 
that it was conceivable that, in some cases, there might be limited additional demand 
for a bus-only scheme, but took the view that the general presumption should be in 
favour of giving customers the choice of whether to buy a bus-only or a multi-modal 
ticket. 

Zonal coverage and travel-to-work areas 

25. Several large PTE schemes (Manchester, the West Midlands and West Yorkshire) do 
not include smaller zones, and instead only offer tickets with a very wide geographic 
coverage, covering more than one large Urban Area.45 This is likely to increase the 
premium for multi-operator tickets over single-operator tickets covering a smaller 
geographic area. This was highlighted as a concern or limitation by a number of 
PTEs.46

26. In the West Midlands, National Express raised specific concerns about the introduc-
tion of multi-operator ticketing schemes covering smaller zones. The issues raised by 
these concerns are discussed in Annex A. We find that the issues highlighted by 
National Express are unlikely to outweigh the benefits of introducing smaller zones 
within the West Midlands multi-operator ticketing scheme. Similarly, we would expect 
that the introduction of smaller zones is likely to be beneficial for the schemes in 
West Yorkshire and Greater Manchester. 

 

27. There is a balance to strike between simplicity of the scheme and providing a range 
of products that are designed to meet customers’ travel needs. As a guiding principle, 
we considered that the zones available for effective multi-operator ticketing schemes 
in large Urban Areas (and conurbations covering several Urban Areas) should 
broadly correspond to the main zones available for the main single-operator multi-
journey tickets in the area, where these have been demonstrated to correspond to a 
passenger demand for multi-journey tickets. For example, in the West Midlands, as a 
minimum, additional zones should be available covering Coventry only and the Black 
Country only, in line with National Express’s own ticketing products. LTAs in these 
areas are well placed to define appropriate zones for these multi-operator ticketing 
schemes. 

28. A number of parties emphasized that it may not always be practicable or desirable to 
align zones in MTCs with those of the main operators of an area.47 We were told that 
requiring exact equivalence of MTC and single operator zones could result in pricing 
anomalies and that the resulting proliferation of multi-operator ticketing products 
could add to the costs of participating in such schemes and reduce the ability for 
schemes to be marketed to customers as a single and coherent product. National 
Express noted that there may not be sufficient demand to justify the additional costs 
of introducing tickets covering smaller zones.48

 
 
45 Similarly, the Solent Travel Card, covers a very wide geographic area including both Portsmouth and Southampton and, at £7 
for a day travelcard is around two times the price of some single-operator travelcards, such as the Southampton Day Rider 
which cover smaller geographic areas. 

 Some parties noted that the zones of 
the main operators in an area may not be closely aligned, such that a literal 
interpretation of this principle could result in very many travelcard products that could 

46 Response to Remedies Notice: PTEG, paragraph 8.8; SYPTE, paragraph 2; Centro, p6. 
47 Responses to provisional decision on remedies: Go-Ahead, paragraph 2.29; FirstGroup, paragraphs 3.21 & 3.22; National 
Express, paragraphs 2.11 & 3.64–3.68; TfGM, p13; GMTL; Centro, paragraphs 4.1 & 4.2. 
48 National Express response to provisional decision on remedies, paragraphs 2.11 & 3.53–3.68. 
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add to costs and confuse customers.49 Some parties argued that separate 
governance arrangements should apply to individual zones within a scheme and that 
having more zones would therefore add to the complexity of scheme operation. In its 
response to the provisional decision on remedies, National Express repeated its 
earlier submissions about the importance of having an accurate and secure audit 
mechanism in place before introducing smaller zones (see also Annex A).50

29. We acknowledged all of these practical considerations and agreed with parties that 
an element of local judgement would always be necessary in determining the 
ticketing products and zones offered under an MTC scheme. Nonetheless, we 
remained of the view that, for MTC schemes that cover large Urban Areas (or 
conurbations including several Urban Areas), there was a strong case for introducing 
Zonal MTC tickets, particularly where well-used single-operator tickets demonstrate 
that there is customer demand for multi-journey ticket products covering smaller 
geographic areas. We noted the comments about governance, though we did not 
consider it essential that every zone should have separate governance 
arrangements, as this did not seem to be the case for existing zonal schemes.  

 

30. We note that some other smaller schemes (Bath, Norwich, Nottingham, Woking, 
Darlington and Luton) also have only one zone, but we understand that these tickets 
correspond (approximately) to the zones offered for single operator tickets and so the 
absence of smaller zones do not raise the same concerns. 

31. In addition, we have been told by some parties that tickets should cover travel-to-
work areas, which may include some routes outside a single LTA boundary. Some 
parties told us that it would be much harder to establish MTCs for travel to work 
schemes, in such circumstances.51

Ticket types available 

 This appears to be a particular concern in smaller 
LTA areas. We agreed that it was desirable for multi-operator tickets to be available 
to cover the travel-to-work areas in and around particular Urban Areas and noted that 
under the Transport Act 2000 (as amended), LTAs already have the powers to work 
together to introduce cross-boundary schemes. 

32. Some schemes (Nottingham, Norwich) have only shorter duration ticket types avail-
able, while others (Darlington, Merseyside, Strathclyde and West Yorkshire) do not 
have day tickets available. Where these ticket types are offered by individual 
operators, this is likely to limit the attractiveness of the multi-operator tickets 
compared with single-operator tickets (ie for those customers who purchase the 
single-operator ticket types that are unavailable in a multi-operator version). 
Likewise, in Bath there are single-operator student tickets but not multi-operator 
student tickets, limiting the attractiveness of the latter for this segment of the market 
(see paragraph 3). In an effective scheme, we would expect tickets to be available for 
broadly the same durations and for the same customer types for multi-operator 
tickets as are available for single-operator tickets.  

33. In response to the provisional decision on remedies, National Express told us that 
this proposal would potentially result in very many different multi-operator ticketing 
types and could stifle innovation in the development of single-operator ticketing 
products.52

 
 
49 Response to provisional decision on remedies: 

 Stagecoach also noted some constraints on the number of different ticket 

Stagecoach, Annex A, paragraph 4; National Express, paragraph 3.63; SPT, 
paragraph 2.3. 
50 National Express response to provisional decision on remedies, paragraphs 2.11 & 3.56–3.62. 
51 Responses to provisional decision on remedies: Arriva, paragraph 2.18; CPT, p1; NCT, paragraph 2.1. 
52 National Express response to provisional decision on remedies, paragraphs 3.69–3.76. 
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types that could be offered and that there could be significant differences in detail in 
the types of tickets offered by operators in a given area (eg there is no industry 
standard for the age limits between child and adult fares, or the definition of 
student).53

34. We noted these comments and agreed that it was neither necessary nor desirable for 
every possible ticket type that is available from every operator to be available in a 
multi-operator ticket format. However, we also noted that some current schemes do 
not have even basic ticket types available—eg a day ticket—and we remained of the 
view that, as a broad principle it was reasonable to expect tickets to be available for 
broadly the same durations and for the same customer types for multi-operator 
tickets as are available for single-operator tickets. 

 

35. GMTL noted that it was not necessarily the case that single-operator product ranges 
would be more extensive than for multi-operator tickets and Centro told us that it 
would not wish to restrict the introduction of new and innovative multi-operator 
ticketing products where there was currently no single-operator equivalent.54

Sales and promotion of multi-operator tickets 

 We 
noted both of these comments and agreed that MTC schemes should not be 
constrained by the ticket types offered by single operators, if there was demand for 
innovative multi-operator ticketing. 

36. Several multi-operator ticketing schemes (Merseyside, Strathclyde, South East 
Scotland and Bath) are sold only off-bus. Single-operator tickets (at least day tickets) 
are, however, sold largely on-bus. This makes it less convenient for passengers to 
purchase the multi-operator tickets. We also understand that marketing of multi-
operator ticketing schemes is usually less prevalent than marketing of single-operator 
multi-journey tickets. 

37. We noted that some multi-operator ticketing schemes (eg in South Yorkshire, Luton 
and Northampton) do allow a range of ticket types to be sold on-bus. Other schemes 
(eg in Tyne and Wear, Greater Manchester and the West Midlands) offer day tickets 
on bus, but not other ticket types. It is, however, unusual for multi-operator tickets 
with durations of longer than one week to be sold on bus. 

38. We considered the evidence about the costs of selling multi-operator tickets on bus. 
Stagecoach told us that in relation to the Northampton Buzzcard, the additional cost 
of being able to sell daily and weekly tickets on-bus was minimal, as it simply 
involved changing the electronic ticket machine programme.55 FirstGroup told us that 
additional costs might involve (depending on the scheme) programming ticket 
machines, training drivers to be aware of new ticket types, and some other marketing 
costs. In some cases, there might also be a cost of increased dwell times at stops if 
the new ticket types involve longer transaction costs. FirstGroup told us that it did not 
have information on the size of these costs as they were not recorded separately. In 
response to the provisional decision on remedies, a number of other parties also 
highlighted additional costs associated with selling a wider range of multi-journey 
ticket types on bus.56

 
 
53 

 These submissions highlighted increased boarding times and 
the potential multiplicity of styles of tickets, with potential consequences for driver 

Stagecoach response to provisional decision on remedies, Annex 1, paragraph 5. 
54 Responses to provisional decision on remedies: GMTL, p2; Centro, paragraph 5.1. 
55 In its response to the provisional decision on remedies (Annex 1, paragraph 6), Stagecoach submitted that this was one MTC 
with a limited range of tickets and should not be attributed undue weight. 
56 Responses to provisional decision on remedies: DfT, paragraph 18; GMTL, p2; TfGM, p13; Lothian Buses, paragraph 3.11; 
National Express, paragraphs 2.16 & 3.77–3.83. 
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training, passenger fraud and ticket recognition. A number of these parties 
distinguished between day tickets and longer period tickets, for which these concerns 
were considered particularly acute. 

39. As with other aspects of scheme design, the availability of multi-operator ticketing 
products to purchase ‘on bus’ is likely to involve making a judgement at the local 
level of the relative weight to be attached to different factors—in this case, the added 
convenience to customers of being able to purchase tickets on bus against the 
additional costs of allowing this element of flexibility. Based on our consideration of 
the available evidence, selling day tickets on bus is generally likely to significantly 
enhance the effectiveness of multi-operator schemes without entailing excessive 
costs. For longer period tickets (ie weekly, monthly or yearly), the relative size of 
benefits and costs is likely to be more balanced. For these ticket types, as a guiding 
principle, we consider that customers’ ability to purchase multi-operator tickets on 
bus should be broadly consistent with the availability of equivalent single operator 
tickets on bus. If operators are able to offer longer period single operator tickets to 
their customers without incurring excessive costs, then multi-operator tickets should 
be subject to similar treatment. 

40. As regards marketing, we considered that in an effective scheme operators would 
make efforts to market multi-operator tickets alongside their own products, provided 
this does not involve excessive costs or detract unduly from incentives on operators 
to advertise their own products and services. At the least, we considered that 
operators should refer to multi-operator tickets on their websites and in marketing 
material, in order to enable customers to make an informed choice. In addition, the 
governance body of a scheme may decide to factor in a central marketing budget out 
of ticketing revenue to ensure adequate marketing of multi-operator products. In 
response to the provisional decision on remedies, a number of parties supported the 
principle of having a specific marketing budget to meet marketing costs from ticket 
income from schemes.57

Revenue reimbursement 

 

41. Multi-operator travelcard schemes require some procedure for allocating the revenue 
received from ticket sales among operators. In the simplest form, this involves 
revenue lying where it falls, so whichever operator sold the ticket retains all of the 
revenue (see, for example, the Luton Hip Hop scheme in Table 4 of Appendix 9.2). 
This approach can work well for smaller schemes, particularly where operators sell 
tickets in approximate proportion to the number of journeys that they provide under 
the scheme. However, where the distribution of ticket sales and passenger numbers 
is less evenly balanced, this approach is less likely to result in a fare allocation of 
scheme revenue.58

42. There are two main methods used in existing schemes to apportion revenue among 
operators. In most of the PTE schemes revenue is apportioned according to esti-

 Other schemes involve some method of reimbursement between 
operators so that the total revenue is divided among operators regardless of where 
tickets were sold. This is necessary when tickets are sold off-bus by third parties, but 
also occurs in some schemes for on-bus sales so that operators are given a share of 
revenue roughly in line with the number of passengers carried (rather than the 
number of tickets sold). 

 
 
57 Responses to provisional decision on remedies: National Express, paragraph 3.87; Centro, paragraph 6.1; FirstGroup, 
paragraphs 3.23–3.25. 
58 One Large Operator also suggested that this approach raised the risk of Small-Operator ‘gaming’, though it was not clear to 
us that this was a material effect, in practice. Go-Ahead response to provisional decision on remedies, paragraph 2.27. 
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mates of operators’ passenger mileage, established using surveys of operators’ 
boardings. In most of the smaller schemes, in non-PTE areas, revenue is appor-
tioned according to operators’ registered mileage. For larger schemes, with sufficient 
revenue to make the costs worthwhile, surveys appear to be the most accurate way 
of estimating passenger mileage, but registered mileage might be a good proxy for 
smaller schemes and this method involves substantially lower costs. Smart tech-
nology could provide a more accurate method of recording passenger mileage than 
either survey techniques or registered mileage. 

43. Out of the established schemes, only in the West Midlands have concerns been 
raised about the method of revenue reimbursement for travelcard schemes, where 
revenue is redistributed according to drivers’ recordings of ticket sales, recorded by 
pushing a button to record each passenger upon boarding. As set out in paragraph 4, 
National Express raised concerns that this method of revenue reimbursement leaves 
open the possibility of operator fraud, and Centro (the PTE) put in place an audit 
mechanism to monitor fraudulent claims. National Express also emphasized the 
paramount importance of ensuring that all operators receive correct reimbursement 
for the passengers that they carry using multi-operator tickets.59 While we note that 
the magnitude of fraudulent claims appears to be very small in comparison with 
National Express’s revenue and that an agreed audit mechanism is now in place60

Annex A
 

(see , paragraph 5), this method of revenue reimbursement does appear to 
have been more contentious than others used in existing schemes, as set out in 
paragraph 42, so we would not necessarily recommend it for new schemes. Looking 
forward, we would expect the increased usage of smart ticketing technology to 
further improve the quality of information available to ensure equitable and accurate 
reimbursement of operators.  

Pricing 

44. We have found that a reason for low take-up of multi-operator travelcard schemes 
was the price premium for multi-operator tickets compared with those of individual 
operators.61 We set out in Appendix 9.2 evidence about the premium for several 
existing multi-operator schemes. We also heard testimony from LTAs and some 
Small Operators62

Principles for determining price of multi-operator ticketing products 

 that the price premium was an important reason behind limited 
take-up (with several arguing that the lack of price-setting powers on the part of the 
LTA limited the competitive impact of multi-operator ticketing schemes). We therefore 
considered what principles should govern the pricing of multi-operator ticketing 
products, how our pricing framework establishing those principles should be applied 
in practice and the risks of applying our pricing framework. 

45. In response hearings with LTAs we were told about the nature of discussions and 
negotiations about pricing of several existing schemes. These discussions appeared 
to focus around the magnitude of increases to prices and the premium for multi-
operator ticket prices over single-operator multi-journey tickets, rather than on any 
‘bottom-up’, principled, analysis of what the price of a multi-operator scheme should 

 
 
59 National Express response to provisional decision on remedies, paragraph 2.3. 
60 Centro response to provisional decision on remedies, paragraph 7.2. 
61 See paragraph 9.106. 
62 Response to Remedies Notice: TfGM, p2; SYPTE, paragraph 2; PTEG, paragraph 8.8; ABus; Huyton Travel. 
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be.63

46. In response to the Remedies Notice, Stagecoach, FirstGroup, Rotala and PTEG

 This did not appear to us to be a satisfactory approach to determining this 
important aspect of a scheme’s effectiveness. 

64

47. Two Small Operators and two LTAs thought that the price of a multi-operator ticket 
should be set by reference to a maximum premium over single-operator multi-journey 
tickets.

 all 
suggested that the price of a multi-operator ticket should be based on an average of 
operators’ single fares. Rotala suggested that an average measure of single fares 
could be calculated, removing the upper and lower quartiles to avoid gaming, and 
that the price of the multi-operator scheme would be built up from this average by 
multiplying by estimated usage as well as applying some level of discount. 
Stagecoach suggested that a premium over single fares could be based on the 
estimated extra mileage available under a multi-operator scheme. 

65

48. PTEG, SYPTE, Nexus, SPT and B&NES Council proposed that LTAs should be able 
to set prices of multi-operator tickets.

 ABus in Bristol argued that there should not be a premium for multi-operator 
tickets above the highest-price single-operator multi-journey products. 

66 PTEG, SYPTE and B&NES argued that LTAs 
had an incentive to price multi-operator tickets to commercially sustainable levels, as 
failure to do this would lead to deregistration of operators’ marginal services and 
therefore an increase in the number of tendered services and the subsidy the LTA 
had to provide.67

49. The OFT told us that imposing a maximum price premium for a multi-operator ticket 
over a single-operator multi-journey ticket may lead to an increased risk of collusion, 
and may possibly preclude this option if operators wished to fall within the terms of 
the Ticketing Block Exemption. We agreed with the OFT that this risk was material 
and consequently considered alternative mechanisms for determining the price of 
multi-operator tickets that did not pose the same risk of collusion or conflict with the 
Ticketing Block Exemption. 

 

50. Building on the submissions we received from a range of parties (see paragraph 46), 
we took the view that the price of tickets under an effective multi-operator ticketing 
scheme should be built up from the price of individual journeys (ie single fares), 
according to the following framework: 

Multi-operator ticket fare =  

average or median single fare   

X estimated ticket usage   

X discount for a multi-journey ticket 

51. Using such a framework for pricing would increase the transparency of how prices of 
multi-operator tickets are set and of the relevant information used to determine these 
prices. This framework is not intended to be applied as a mechanistic formula, but to 
be used as a way of facilitating decisions about an appropriate level of pricing. Such 

 
 
63 Metro response hearing summary, paragraph 10; SPT response hearing summary, paragraph 5; SYPTE response hearing 
summary, paragraph 27; TfGM response hearing summary, paragraph 10. 
64 Response to Remedies Notice: Stagecoach, paragraph 3.25; FirstGroup, p16; Rotala, paragraph 3a; PTEG, paragraph 8.11. 
65 Response to Remedies Notice: Centrebus; Regal Busways; SESTran; Fife Council. 
66 Response to Remedies Notice: PTEG, paragraph 8.11 (PTEG said that LTAs should have the ability to impose a cap on the 
multi-operator price over single-operator fares); SYPTE, paragraph 2; Nexus; SPT, paragraph 4.16; B&NES Council, p3. 
67 Response to Remedies Notice: PTEG, paragraphs 8.4 & 8.5; SYPTE, paragraph 2; B&NES Council, p4. 
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decisions should be taken at a local level in accordance with the governance 
arrangements discussed in paragraphs 2 to 17. While this framework is based on 
individual operators’ single fares, we would not expect it to be updated every time 
any operator in an area changes its price (an issue that concerned some parties68

Application of pricing framework 

). 
Rather we would expect, as now, for decisions about pricing of multi-operator 
ticketing to be made on a periodic basis, for example once a year. 

52. We considered how each of the components of this framework could be determined. 
Illustrative examples of how the components might be estimated for certain existing 
schemes are included in Annex B. 

Average or median single fares  

53. The first component of the framework for determining pricing is the typical fare 
payable for a single trip, as estimated by a measure of the average single fare. We 
understand that single operators generally set their own multi-journey ticket prices by 
reference to their own single fares. Similarly, MTC fares should be set by reference 
to single fares within the area covered by the scheme, in line with the framework set 
out in paragraph 50.  

54. In using single fares in this way, we recognized the need to guard against the risk 
that individual operators might try to manipulate the price of the multi-journey ticket 
by setting an extremely high or an extremely low single fare (either generally, or on 
an individual route). In the provisional decision on remedies, we suggested that the 
median of individual operators’ single fares would be a more appropriate measure 
than the mean, as the median is not distorted by extreme values.69

55. In response to the provisional decision on remedies, a number of parties expressed 
concerns that a simple unweighted median could be manipulated—for example by 
smaller operators, who might seek to influence any measure of average fares in 
order to push down the MTC price.

  

70 Several parties noted that single prices differ 
depending on factors such as the length of the journey71 and others highlighted 
particular types of single fare (eg promotional fares, tendered services whose price is 
determined by the LTA, subsidized rail-related services) which, if included, might 
distort the estimate of average fare.72 Some parties noted that breadth of coverage, 
average route length and other aspects of the quality of service could differ between 
operators, all of which could affect operators’ relative costs.73 Some practical 
challenges in calculating median fares were also highlighted, including differences in 
operators’ fare structures and where routes extend beyond the scheme boundaries.74

 
 
68 Responses to provisional decision on remedies: 

 

Go-Ahead, paragraph 2.26.8; National Express paragraph 3.92(d); 
FirstGroup, paragraph 3.20; []; CPT, p1. 
69 We considered that, if for some reason an unweighted average (ie mean) was thought to be more appropriate, the top and 
bottom fare should be removed so as to reduce the potential for extreme values to distort the average. 
70 Responses to provisional decision on remedies: Arriva, paragraph 2.4; FirstGroup paragraph 3.8; National Express, 
paragraphs 3.92(c) & 3.97–3.104; Stagecoach paragraph 3.15; []. 
71 Responses to provisional decision on remedies: Arriva, paragraph 2.4; Stagecoach, paragraph 3.7. 
72 Responses to provisional decision on remedies: Arriva, paragraph 2.9; Go-Ahead, paragraph 2.26.9; Stagecoach, paragraph 
3.14; NCT, paragraph 2.5. 
73 Responses to provisional decision on remedies: Go-Ahead, paragraph 2.26; FirstGroup, paragraph 3.7; NCT, paragraph 2.4. 
74 Arriva response to provisional decision on remedies, paragraph 2.4. 
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56. In light of these considerations, a number of parties suggested that some form of 
weighted average would be more appropriate than a simple average or median.75 
Arriva suggested that, to the extent that the CC pursues the use of a formula, instead 
of basing pricing on single fares, pricing should be based on revenues generated 
from passengers rather than fares. Arriva indicated that this was the approach taken 
by DfT in relation to concessionary fare reimbursement and said that it could see no 
good reason why the CC should adopt a different approach.76

57. We noted that calculation of a weighted average would generally require more 
information and analysis than calculation of an unweighted median fare. However, 
we acknowledged, that if the necessary information was readily available (for 
example, if operators in an area had ticketing machines that enabled such 
calculations to be made) and the additional analysis was cost-effective, then this 
could provide a more accurate estimate of the typical single fare. We therefore saw 
no reason to rule out the use of a weighted average, where specific local factors 
meant that a simple median was likely to result in a distorted picture. 

 

58. We were less attracted to Arriva’s suggestion of using passenger revenues, rather 
than fares as the basis of calculation. It was not clear how this approach would be 
applied in practice. Nor would this approach enable parties setting the price of a 
multi-operator ticket to compare the price of the multi-operator ticket with the price of 
typical single journeys—which we saw as a beneficial aspect of our approach. We 
noted, however, that using a weighted average (where appropriate) would 
incorporate information about the usage of different ticket types and would therefore 
have some similarities with an approach based on passenger revenues. 

59. To avoid exchange of confidential information between operators an LTA could 
calculate a suitable median or weighted average fare, based on information provided 
to it by operators, though this function could also be carried out by an independent 
third party. We noted that LTAs already have some powers to collect information 
about fares and numbers of passenger journeys under existing transport legislation.77

Estimated usage 

 
We considered that the use of these powers could facilitate calculation of a suitable 
average fare by the LTA. 

60. The second component of the framework for determining pricing is the best available 
estimate of the average number of journeys made on each multi-operator ticket 
within the period of the ticket. This gives an indication of the number of single trips 
that a typical customer would expect to make using the ticket. This will need to be 
determined locally for each MTC scheme, though the options for estimating usage 
could usefully be covered in the best practice guidance that we have recommended 
in paragraph 15.108. 

61. In the provisional decision on remedies, we proposed that a starting point for 
estimating usage could be an estimate of the average usage of single-operator multi-
journey tickets within the area. This was for two reasons. Firstly, where a multi-
operator ticket does not exist, single operator multi-journey tickets would provide an 
indication of the possible behaviour of customers when using multi-journey tickets. 
Second, where a multi-operator scheme does exist but is priced at a high premium, 

 
 
75 Responses to provisional decision on remedies: National Express, paragraph 2.22(a); Stagecoach, paragraph 3.9; DfT, 
paragraph 20; []; CPT, p1. 
76 Arriva response to provisional decision on remedies, paragraph 2.5. 
77 In relation to England and Wales, the relevant power are set out in section 143 of the Transport Act 2000, In relation to 
Scotland, the relevant powers are set out in section 43 of the of the Transport (Scotland) Act 2001. 
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current usage of existing multi-operator tickets is likely to be an overestimate of the 
number of journeys that would be made per ticket in a more effective scheme. This 
would be the case, if current prices were set so high that only customers with a very 
high usage found it worthwhile to purchase the ticket (ie if the scheme was 
established and marketed as a ‘niche’ product). Stagecoach argued that usage of 
single operator multi-journey tickets as a proxy was likely to understate the usage of 
a multi-journey ticket as by definition a multi-operator passenger journey must always 
involve two bus trips at separate fares, which is not the case with a single operator 
multi-journey trip.78

62. Usage can be measured empirically using surveys or, if available, operators’ data on 
the usage of their own multi-journey tickets.

 We took the view that neither the usage of a single operator 
multi-journey ticket nor the usage of an overpriced multi-operator ticket was a perfect 
proxy for the usage of a competitively-priced multi-operator ticket. However, provided 
the limitations of either measure were taken into account, both of these indicators 
would provide an insight into the likely level of usage. 

79 In some cases data may be available 
from smart ticketing systems.80 Some parties noted the potential costs in estimating 
ticket usage of either single-operator or multi-operator tickets using surveys81 and the 
practical challenges.82 Go-Ahead noted that calculation of estimated ticket usage is 
likely to give rise to significant debate and dispute, given its experience of 
consideration of equivalent factors in the context of concessionary fare schemes.83

Discount for multi-journey tickets 

 
We noted this comment, but did not consider that the possibility of dispute and 
debate was a good reason not to consider the available evidence about the likely 
usage of multi-operator tickets. In terms of the practicality of estimating usage, we 
considered that the LTA was likely to be the most appropriate party to receive and 
consolidate any sensitive commercial information from operators. As a consequence, 
the LTA is likely to be in the best position to reach a judgement on the estimated 
usage, drawing on the evidence available to it. The LTA should not share this 
information among operators in a non-aggregated form. 

63. The third component of the framework for determining pricing is the discount offered 
to customers for purchasing a multi-journey ticket instead of the repeat purchase of 
single fares. This is likely to be the main area for discussion among members of the 
governance board when setting the price for multi-journey tickets. This is because 
the other two parameters can be established empirically. 

64. In the provisional decision on remedies, we noted that relevant information on this 
parameter would include the volume discounts offered by operators for their own 
multi-journey tickets. In Annex B we provide some illustrative examples of how these 
discounts may be estimated, using the data that is available to the CC. 

65. In response to the provisional decision on remedies, a number of parties suggested 
other factors that were also likely to be relevant to setting the price of MTCs and 
hence, within our framework, to setting the level of discount. These factors included: 

 
 
78 Stagecoach response to provisional decision on remedies, paragraph 3.10. 
79 See Table 5.9. For the six operating areas where we have information on day ticket usage, day tickets were used on average 
between 2.4 and 3.7 times, and for three operating areas, day tickets were used more than three times on average. For the five 
operating company areas where we have information on weekly ticket usage, weekly tickets were used on average between 
11.5 and 16 times, and in three areas weekly tickets were used more than 14 times on average. 
80 DfT response to provisional decision on remedies, paragraph 20. 
81 Responses to provisional decision on remedies: National Express, paragraph 3.107; Stagecoach, paragraph 3.11. 
82 National Express response to provisional decision on remedies, paragraphs 3.108 & 3.109. 
83 Go-Ahead response to provisional decision on remedies, paragraph 2.26.7 
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(a) The costs of administering and running the scheme.84

(b) The additional benefits offered to customers by a multi-operator ticket over either 
operators’ multi-journey tickets or the repeat purchase of single tickets.

 We considered that it was 
a legitimate factor to consider, particularly in relation to the recovery of any 
central administration and marketing costs. 

85 In this 
context, Centro suggested that a ‘passenger amenity factor’ should be 
incorporated into the pricing framework to allow for these additional benefits and 
said that it was currently undertaking further work to understand what an 
appropriate factor would be in the West Midlands.86

(c) Lothian Buses argued that operators were only able to offer a discount to 
customers who purchased a multi-journey ticket because it is a volume 
transaction for that operator.

 We considered that particular 
care should be taken in relation to this factor, in order to ensure that general 
arguments about additional benefits were not used by operators to secure a 
particular premium (or ‘headroom’) above the price of their own multi-journey 
tickets. This could undermine the effectiveness of this measure in remedying the 
AEC that we have found. We noted the further work underway on the calculation 
of a ‘passenger amenity factor’ in the West Midlands and considered that this 
might represent a way of identifying relevant evidence that might justify an 
adjustment to the discount. However, our overall view is that, unless there is 
compelling and area-specific evidence that these additional benefits are large, 
any weighting given to consumer utility should be kept to a minimum. 

87

(d) The wider economic situation (price index, earnings, unemployment etc) and the 
price relationships between travelcards.

 We did not consider that this type of argument 
should carry much weight in decisions about an appropriate discount for a multi-
operator ticket. In an effective multi-operator scheme operators would be 
reimbursed fairly for taking passengers and so would benefit from the journeys 
generated by the scheme. To the extent that use of the multi-operator ticket 
increased as a result of offering a discount, operators would benefit from 
increased demand, by being reimbursed in an appropriate manner. 

88 We agreed that it would make sense 
for the governance board to take into account these wider factors in determining 
the appropriate discount. However, we would not support creating any formal link 
between the price of a multi-operator travel card and the price of any single-
operator multi-journey ticket, which would also be unlikely to satisfy the terms of 
the Ticketing Block Exemption.89

(e) The need to ensure that the pricing was commercially viable for participating 
operators (eg would allow operators’ costs to be covered and allow a reasonable 
rate of return).

 

90

 
 
84 Response to provisional decision on remedies: 

 We agreed that this was a relevant consideration and would 
expect participants in the governance of schemes to take this into account when 
setting prices. 

Arriva, paragraph 2.4.3; Stagecoach, paragraph 3.20. 
85 Response to provisional decision on remedies: Arriva, paragraph 2.3; Centro, paragraph 8.1a); NCT, paragraph 2.3; Lothian 
Buses, paragraphs 3.7 and 3.11(b). 
86 Centro response to provisional decision on remedies, paragraph 8.1a). 
87 Lothian response to provisional decision on remedies, paragraph 3.4. 
88 GMTL response to provisional decision on remedies, p3. 
89 See paragraph 3.14 of the OFT’s Public Transport Ticketing Schemes Block Exemption Review: Proposal to recommend that 
the duration of the Block Exemption is extended, July 2010, OFT1255. 
90 Arriva response to provisional decision on remedies, paragraph 2.2. 
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Assessment of risks of pricing framework 

66. We received various submissions about the risks of applying this framework to 
determine the price of multi-operator tickets. These risks may be considered as 
falling into one of the following categories: 

(a) risks of dampening price competition and setting multi-operator ticketing prices at 
too high a level (paragraphs 67 to 68);  

(b) risks of setting multi-operator ticketing prices at too low a level (paragraphs 69 to 
70); and 

(c) risks of infringement of competition law (paragraphs 71 to 76). 

Risks of dampening price competition and setting prices too high 

67. We identified in Section 6 that operators can pursue a strategy of concentrating 
yearly price rises on single fares rather than multi-journey products, so as to 
encourage passenger loyalty. Basing multi-operator tickets on single fares might 
increase the incentive for operators to concentrate yearly price increases on single 
fares relative to multi-journey products, as this would then also be more likely to lead 
to an increase in the multi-operator ticket price. However, there are two factors that 
we expect would limit the extent to which this incentive is increased: 

(a) First, by concentrating price rises on single fares, an operator’s single fares will 
become less competitive. This will reduce demand and thus revenues from the 
sales of single tickets and could leave a gap for a competitor to offer a lower 
single fare. Where an effective multi-operator ticketing scheme lowers barriers to 
entry and expansion, this would make this possibility more likely. 

(b) Second, we have indicated that information on the discount for the single-
operator multi-journey tickets over single fares should be taken into account in 
determining the appropriate discount for the multi-operator ticket. This would 
reduce any increase in the incentive for individual operators to concentrate price 
rises on single fares. 

68. We recognize that, in themselves, the pricing principles set out in paragraph 50 does 
not remove the possibility for there to be a premium for multi-operator above single-
operator multi-journey tickets, as operators are still free to set their own prices below 
the multi-operator ticket. However, under these principles operators’ own multi-
journey tickets would compete with a multi-operator ticket that is priced competitively 
according to sound principles. This means that it is more costly for operators to 
introduce a large premium between their single-operator multi-journey tickets and 
competitively priced multi-operator multi-journey tickets than it was when multi-
operator multi-journey tickets were priced higher. As a result, multi-operator tickets 
are likely to be attractive to a larger number of customers than is currently the case, 
which will reduce barriers to entry and expansion. We concluded that any possible 
dampening of operators’ incentives to compete on price would be outweighed by the 
pro-competitive impact of this remedy in reducing barriers to entry and expansion. 

Risks of setting prices too low 

69. In response to our provisional decision on remedies, a number of parties highlighted 
potential risks associated with setting the price of multi-operator tickets at too low a 
level. These included: 
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(a) reduced incentives to offer high-quality services;91

(b) risks of reduced network coverage (either in terms of the routes served or the 
times of day where buses are run), if multi-operator ticket pricing undermines the 
economics of more costly and/or less popular services currently offered 
commercially by network operators;

 

92

(c) reduced incentives to compete on the price of single-operator tickets if these are 
unable to compete with a multi-operator product

  

93 and FirstGroup commented 
that this could even lead to withdrawals of single-operator products.94. 
Stagecoach argued that this might in turn result in increased risks of 
coordination.95

(d) Entry conditions becoming less attractive, if the downward pressure on both 
single-operator and multi-operator ticket prices reduces the returns available to 
new entrants.

 

96

(e) Operators leaving the market, if they are unable to operate profitably in light of 
multi-operator ticket pricing.

 

97

70. We noted all of these concerns and acknowledge that setting multi-operator tickets at 
an unrealistically low level could have harmful effects. However, we did not agree 
with these parties that this was a likely outcome of our approach. The pricing 
framework summarized in paragraph 

 

50 establishes a principled, flexible and 
pragmatic framework to enable local operators and LTAs to establish the price of 
multi-operator tickets in the light of the best available evidence. Decisions would be 
taken locally in accordance with governance arrangements set out in paragraphs 2 to 
17 which provide for balanced representation in decision-making. While the main 
operators in areas may have less control over pricing than they would ideally like, 
they will have significant representation in the decision-making process and will be 
able to express their views both by voting and in discussion with other participants in 
the governance arrangements. We consider that these represent sufficient 
safeguards to avoid the potential risks that have been put to us about 
disproportionately low multi-operator ticket pricing. 

71. Several parties also noted that the application of this pricing framework could result 
in a multi-operator ticket price that was lower than some single operator multi-journey 
tickets.98 Some parties suggested that, as a consequence, it should be explicitly 
specified that the price of a multi-operator ticket should not be lower than the price of 
a single operator’s multi-journey tickets99 or alternatively than the price of an 
operator’s single ticket price.100

 
 
91 Responses to provisional decision on remedies: 

 FirstGroup also considered requiring a price ‘floor’ 

Go-Ahead, paragraph 2.26; []; CPT, p1. 
92 Responses to provisional decision on remedies: Go-Ahead, paragraph 2.26; Arriva, paragraph 2.6; FirstGroup, paragraph 
3.7; Stagecoach, paragraph 3.18; NCT, paragraph 2.3; Lothian buses, paragraph 3.5; CPT, p1. 
93 Responses to provisional decision on remedies: FirstGroup, paragraph 3.7; Stagecoach, paragraph 3.18; Lothian Buses, 
paragraphs 3.7–3.10. 
94 FirstGroup response to provisional decision on remedies, paragraph 3.7. 
95 Stagecoach response to provisional decision on remedies, paragraph 3.18. 
96 FirstGroup response to provisional decision on remedies, paragraph 3.7(f). 
97 FirstGroup response to provisional decision on remedies, paragraph 3.12. 
98 Responses to provisional decision on remedies: FirstGroup, paragraph 3.7(a); Go-Ahead, paragraph 2.26; Stagecoach 
paragraph 3.16; EYMS, p1; Bath & North East Somerset Council, paragraph (iii); GMTL, p3. 
99 Responses to provisional decision on remedies: Stagecoach, paragraph 3.20; EYMS, p1. 
100 Go-Ahead response to provisional decision on remedies, paragraph 2.26. Go-Ahead told us that it regarded this as a 
minimum safeguard and would retain concerns even if this safeguard were to be included. 
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below which the multi-operator ticket price cannot fall, but recognized that this was 
unlikely to be permissible under the Ticketing Block Exemption.101

72. As the pricing framework does not include an explicit link to the price of any single 
operator’s multi-journey ticket price, we acknowledge that it is possible that the 
application of this framework could result in a multi-journey ticket price being lower 
than a particular operator’s price. We would not support such a link, as it could give 
an individual operator the ability unilaterally to set a floor to the multi-operator ticket 
price, which could harm the economic interests of customers as well as diminish 
incentives to compete. Nonetheless, we consider it unlikely that it will often be the 
case that a multi-operator ticket is priced below a single-operator ticket. To the extent 
that multi-operator tickets are more heavily used than single-operator tickets, or 
otherwise can be demonstrated to provide significant added value to customers, this 
is likely to be reflected in the price at which such tickets are offered and our 
framework allows for this. 

 

Risks of infringement of competition law 

73. Two parties highlighted potential risks that the application of this pricing framework 
could result in infringements of competition law by either operators or LTAs. 

74. National Express argued that the exchange of information between operators and 
LTA required to apply the pricing formula scheme could result in information sharing 
between operators that may be unlawful under the Chapter I prohibition of the 2002 
Act.102

75. Second, it was put to us by FirstGroup and National Express that the application of 
the pricing framework could be inconsistent of the terms of the Ticketing Block 
Exemption.

 While we have been concerned about the way in which certain operators have 
shared commercially sensitive information in other contexts (see paragraphs 8.199 to 
8.206), we expect that this risk will be adequately managed. We noted that LTAs 
already have statutory powers to obtain the types of information needed to implement 
the pricing framework and handle similarly confidential information in other context. 
We have seen no evidence to suggest that LTAs are incapable of respecting 
commercial confidentiality when handling such data. 

103

76. Again, we considered that these risks were significantly overstated. We considered 
that it was neither feasible nor sensible to determine the price of a multi-operator 
ticketing scheme without some reference to the price of other ticketing products 
available in the area. The pricing framework simply provides a structured and 
principled way of making such a comparison. We considered the risks of dampening 
the incentive to compete on single ticket prices in paragraphs 

 Concerns here related to making an explicit link to the level of 
individual operators’ fares (or an average of those fares) and the risk that setting the 
multi-operator fares too low would limit the freedom of operators to set their own 
price. 

67 and 68 and 
concluded that design of the remedy limits the scope for any such effects to arise, 
and that any possible dampening of operators’ incentives to compete would be 
outweighed by the pro-competitive impact of this remedy in reducing barriers to entry 
and expansion. We would accept that operators will have regard to the multi-operator 
ticket price when determining their own prices and service offerings. However, this is 
the case whatever the methodology used to determine multi-operator ticket prices 

 
 
101 FirstGroup response to provisional decision on remedies, paragraph 3.14(a). 
102 National Express response to provisional decision on remedies, paragraph 3.92(g). 
103 Response to provisional decision on remedies: FirstGroup, paragraph 3.7(e); National Express, paragraphs 3.93 & 3.94. 
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and, for the reasons summarized in paragraph 70, we do not consider that our pricing 
methodology is likely to result in multi-operator ticket prices being set at an 
unrealistically or disproportionately low level. 

Conclusion on principles for pricing of multi-operator tickets 

77. In our judgement, the pricing framework summarized in paragraph 50 establishes a 
principled, flexible and pragmatic framework to enable local operators and LTAs to 
establish the price of multi-operator tickets in the light of the best available evidence. 
Having reviewed the many comments that we received on this framework, we 
concluded that it is sufficiently flexible to deal with the issues raised, while providing 
additional structure and clarity to decision-making about the price of multi-operator 
tickets.  

78. Some parties argued that, given the element of judgement associated with 
determining prices and the fact that the size of the discount would be subject to 
agreement by the governance board of the scheme, the pricing framework should be 
disregarded entirely and the price should be determined by negotiation.104

45

 
Stagecoach suggested that a starting point for such negotiation could be that the 
MTC price should be no lower than any single operators’ tickets. We considered that 
this alternative approach would amount to little more than the current arrangements 
(see paragraph ), was less transparent and was substantially less likely to result in 
multi-operator tickets being set at an appropriate level. We therefore concluded that 
our pricing framework, in conjunction with the balanced governance arrangements 
set out in paragraph 2 to 17 was a more effective means of determining the price of 
multi-operator ticketing products. 

  

 
 
104 For example, Stagecoach response to provisional decision on remedies, paragraph 3.20. 
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ANNEX A 

Issues relating to the introduction of smaller zones for 
the nBus scheme in the West Midlands 

1. The take-up of the multi-operator ticketing scheme in the West Midlands (nBus) is 
low. As set out in Tables 2 and 3 of Appendix 9.2, take-up of nBus is substantially 
lower than in other PTE areas for which we have information (measured either as a 
proportion of bus journeys or as a proportion of operators’ revenue). As noted in 
Appendix 15.2, paragraph 3, the largest operator (National Express) has a veto over 
any changes to the nBus scheme. 

2. nBus is currently available covering only a wide geographic region (all of 
Birmingham, the Black Country and Coventry). National Express offers single-
operator multi-journey tickets covering Coventry-only and covering the Black 
Country-only. These National Express Coventry and Black Country tickets are priced 
substantially lower than nBus (price premiums for comparable nBus tickets range 
from approximately 30 to 60 per cent), as shown in Table A1, and involve a much 
more substantial discount over repeat single fare purchase than does nBus, as 
shown in Annex B, Table B2. 

TABLE A1 Price comparison of National Express Black Country and Coventry multi-journey tickets with nBus (as at 
July 2011) 

  
£ 

 
nBus National Express 

 

Birmingham, Black 
Country and Coventry Black Country Coventry 

    1 week 17.50 13.00 12.00 
Monthly direct debit N/A 40.00 36.75 
4 week (non-direct debit) 59.00 45.50 41.75 
52 week 620.00 480.00 441.00 

    % price premium for 
nBus compared with 
National Express tickets 

   1 week N/A 35 46 
Monthly direct debit* N/A 48 61 
4 week (non-direct debit) N/A 30 41 
52 week N/A 29 41 

Source:  http://nxbus.co.uk/west-midlands/tickets-prices/travelcards/adult-travelcards. 
 

*This denotes the premium for the nBus 4 weekly ticket compared with the National Express monthly direct debit ticket as no 
monthly direct debit option is available for nBus. 
Note:  N/A = not applicable. 

3. It is our understanding that very few passengers want to travel across the entire PTE 
region.105 Centro told us that proposals had been made to the nine representatives 
that managed the nBus scheme to introduce nBus products covering smaller 
geographic zones (such as the Coventry-only and Black Country-only zones offered 
by National Express) on numerous occasions in the past.106 Most recently, in July 
2011 proposals were put forward for a Coventry nBus ticket as part of a network 
review of Coventry. Proposals to introduce smaller geographic zones for nBus have 
never achieved the required 75 per cent of votes. We understand that National 
Express has voted against these proposals in the past.107

 
 
105 Centro suggested this, as does the network division of National Express’s operations between Coventry and Birmingham. 

 National Express told us 

106 Centro response to Remedies Notice, p6. 
107 Centro response to Remedies Notice, p6. 

http://nxbus.co.uk/west-midlands/tickets-prices/travelcards/adult-travelcards�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/centro_non-confidential_remedies_response_scissored_version_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/centro_non-confidential_remedies_response_scissored_version_rhd.pdf�
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that in the meeting of July 2011 other operators in Coventry also did not support the 
proposals.  

4. National Express told us that there had been instances of alleged fraud with the nBus 
ticket108 and that the larger the number of different multi-operator ticketing schemes 
in place, and the higher the revenue derived from multi-operator tickets, the greater 
was the potential for both fraudulent behaviour and errors in the recording of 
passenger numbers. National Express said that this was because it made monitoring 
of schemes by Centro more difficult, made it more difficult for drivers to identify and 
accurately record ticket types, and increased the incentive to engage in fraudulent 
behaviour. It told us that, as a result of these concerns, until a more reliable method 
of recording and validating ticket usage was established, it would be irresponsible of 
the operators to introduce a wider range of multi-operator tickets, since these would 
increase both the number of schemes in place and the revenue derived from those 
schemes.109 To address National Express’s concerns, Centro introduced an 
improved audit process to detect inaccurate patronage declarations, which had led to 
reimbursement to some operators as a result of other operators’ fraudulent claims.110 
Rotala told us that now that Centro audited operators’ concerns, the issue of operator 
fraud was manageable and should not prevent the introduction of nBus tickets for 
smaller zones.111

5. National Express told us that it was difficult to assess the level of alleged fraud suf-
fered by National Express and the impact on its revenue. Centro provided figures on 
the amount of revenue it had reclaimed in erroneous claims through its audit process 
since 2007. According to these figures, reclaimed revenue accounted for between 0 
and 2 per cent of total nBus revenue each year between 2007 and 2008.

 

112 We 
understand that this reclaimed revenue was redistributed among all (non-fraudulent) 
participating operators, so can be seen as an upper bound on the amount of revenue 
National Express itself reclaimed as a result of other operators’ fraudulent nBus 
claims. Using £[] million as an approximate estimate of National Express’s yearly 
travelcard revenue and £[] million as an approximate estimate of National 
Express’s yearly commercial income,113

6. National Express also told us that there were other practical problems associated 
with multi-operator tickets in smaller zones, including more complicated governance 
arrangements, increased management and administration costs, driver confusion, 
negotiation over area boundaries and customer confusion.

 we therefore estimate that reclaimed 
revenue from fraudulent claims has accounted for between [] and [] [less than 
0.25] per cent of National Express’s travelcard revenue and between [] and [] 
[less than 0.1] per cent of National Express’s commercial income each year since 
2007/08. 

114 It also argued that if 
any new zone-based travelcard provided by the largest operator was accompanied 
by a similar area multi-operator ticket, innovation in the provision of such products by 
the largest operator would be stifled.115 2 As noted in paragraph , National Express 

 
 
108 National Express response hearing summary, paragraph 24. 
109 National Express response to Remedies Notice, paragraph 3.17. 
110 Centro response hearing summary, paragraph 6. 
111 Rotala response hearing summary, paragraph 7. 
112 Centro: reclaimed nBus revenue accounted for 0, 1, 1 and 2 per cent of nBus revenue in 2010/11, 2009/10, 2008/09 and 
2007/08 respectively; nNetwork revenue accounted for 0, 0, 1 and 1 per cent of total nNetwork revenue in 2010/11, 2009/10, 
2008/09 and 2007/08 respectively. 
113 National Express response hearing summary, paragraph 22. 
114 National Express response to Remedies Notice, paragraph 3.18. 
115 National Express response to provisional decision on remedies, paragraph 3.63e). 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110609_summary_of_a_response_hearing_with_national_express_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_nx_response_to_rn_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/11_06_29_summary_of_a_response_hearing_with_centro.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110706_summary_of_a_response_hearing_with_rotala_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110609_summary_of_a_response_hearing_with_national_express_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_nx_response_to_rn_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/national_express_pdr_response.pdf�
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offers its own Coventry-only multi-journey ticket116 which might reduce some of these 
problems (for example, around boundary definition and customer confusion).117 
[]118 It said that there was a balance between providing a multi-operator ticket for 
particular areas or routes, and providing a ticket that was simple to use and 
marketable.119 2 However, as noted in paragraph , National Express currently offers 
its own Coventry-only and Black-Country-only multi-journey tickets and told us that it 
had no specific plans to remove these (or other) tickets currently. Rotala told us that 
it did not think that there were any legitimate practical concerns about the 
introduction of Coventry-only or Black-Country-only tickets, particularly in light of the 
fact that National Express itself offered multi-journey products corresponding to these 
zones.120 We note that smaller zone multi-operator tickets are already available in 
several PTE areas and that there is no evidence that management and 
administration costs are higher in those areas than in PTE areas without smaller 
zones.121

7. National Express’s concerns can be summarized into four broad categories: (a) con-
cerns about increased potential for fraud if the number of ticket types or revenue from 
ticket sales increased; (b) concerns about the practicality of defining and policing 
boundaries; (c) a desire to maintain a simplified ticket range; and (d) the lack of 
demand for zonal tickets. We address each in turn: 

 National Express also raised concerns that the demand for a multi-operator 
ticket covering Coventry only was not sufficiently high to justify the introduction of a 
new multi-operator ticket. It noted the customer survey in Coventry as part of a 
network review, in which a Coventry scheme was not identified by a large number of 
passengers as a way to improve the service. 

(a) Operator fraud. As shown in paragraph 5, the magnitude of fraudulent claims is 
small, and accounts for a minuscule proportion of National Express’s revenue. As 
a result, we do not think that concerns about increasing the potential for operator 
fraud outweigh the benefits of introducing multi-operator ticketing schemes cover-
ing smaller zones. In addition, we set out in the main text that other methods of 
revenue reimbursement are used in other areas, which could remove the possi-
bility of operator fraud. 

(b) The practicality of defining and policing zone boundaries. We find that the defin-
ition of zone boundaries can be based on those used by National Express. In 
addition, several other PTE schemes include multiple zones, implying that these 
practical concerns have been overcome. As a result, we do not think that these 
concerns outweigh the benefits of introducing multi-operator ticketing schemes 
covering smaller zones. 

(c) A desire to keep the ticketing range simple. We recognize that a simple ticket 
range might provide benefits to customers. However, we do not consider that the 
introduction of tickets covering the same areas as National Express’s own multi-
journey tickets would substantially reduce the simplicity of the ticketing scheme. 
As a result, we do not think that these concerns outweigh the benefits of intro-
ducing multi-operator ticketing schemes covering smaller zones. 

 
 
116 The National Express Coventry ticket applies to all National Express Coventry services which have a brand and livery that is 
clearly distinguishable from the National Express West Midlands vehicles, hence aiding passenger recognition and awareness 
of ticket validity.  
117 Although National Express told us that the boundaries and/or validities might be different for a multi-operator zone compared 
with a single-operator zone, which would increase driver confusion. National Express also argued that the existence of 
additional multi-operator ticket types would increase driver confusion, require separate governance and organization and 
heighten its existing concerns in relation to incorrect recording and consequent misallocation of income. 
118 [] 
119 National Express response hearing summary, paragraph 26. 
120 Rotala response hearing summary, paragraph 6. 
121 See Appendix 9.2, Table 4, and Appendix 15.8, Table 1. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110609_summary_of_a_response_hearing_with_national_express_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110706_summary_of_a_response_hearing_with_rotala_excised.pdf�


 

A15(2)-25 

(d) Demand for smaller zone tickets. We set out in Appendix 9.1 our analysis of 
within-route effects. Table 1 at the end of Appendix 9.1 shows that Coventry has 
a relatively high number of routes with a relatively high frequency of service, 
suggesting that there are a relatively large number of routes characterized by 
barriers to entry and expansion associated with within-route effects. This will 
influence the size of the benefits from a Coventry-only ticket. In addition, National 
Express has been offering smaller zone products since the early 1990s which 
suggests that there is passenger demand for products covering these zones. We 
also note that market research undertaken by Centro ten years ago highlighted 
that there was demand for affordable local multi-operator ticketing (see Appendix 
6.4—Birmingham, paragraph 56(f). 

8. We find that National Express’s concerns do not in practice appear to be significant, 
and therefore do not, either individually or in combination, outweigh the benefits of 
introducing zones for the nBus scheme covering Coventry and the Black Country 
separately. We also find that the current voting arrangements, whereby National 
Express has a veto, has allowed National Express to block the introduction of these 
schemes. We therefore recommend that Centro works with operators to modify the 
existing scheme in line with the principles we set out Appendix 15.2, pending the 
introduction of statutory powers that would give Centro the power to introduce a 
mandatory scheme with these characteristics. 
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ANNEX B 

Application of pricing principles to existing schemes 

1. In this annex, we illustrate how the framework set out in Appendix 15.2, paragraph 
50, could be applied to certain existing schemes. In Section 5, we presented infor-
mation on customer usage of operators’ multi-journey tickets.122 This information was 
only available for certain operating companies, as operators do not routinely record 
this information. We use this evidence to analyse the prices of multi-operator travel-
cards in two of these areas: West Yorkshire and the West Midlands.123

2. We have reviewed the information available online on operators’ single fares in these 
areas. However, the information available online on single fares is not comprehens-
ive, and we set out in the following sections what information we have found and how 
we have used it. We note that in an effective scheme, where an LTA is compiling 
data to help establish the appropriate multi-operator ticket price, it should be able to 
obtain data on single fare prices from all participating operators. 

  

3. Using information on existing single-operator and multi-operator ticket prices, as well 
as the evidence on estimated ticket usage and single fares, we were able to calculate 
and compare the implied discount associated with single-operator and multi-operator 
multi-journey tickets. 

West Yorkshire 

4. A number of operators run services in this area, the largest being FirstGroup, Arriva 
and Transdev. FirstGroup provided data showing that on average its day ticket is 
used [] times and its weekly ticket is used [] times. In addition, we have found 
information on the various single fares offered by FirstGroup in the area, from which 
we calculated the median single fare as £2.05. 

5. We have used these estimates of ticket usage and single fares to estimate the per-
centage by which FirstGroup’s day and weekly tickets are discounted compared with 
repeat purchases of single fares. Similarly we have estimated the percentage by 
which the multi-operator day and weekly tickets are discounted compared with repeat 
purchases of single fares. These calculations are set out in Table B1. 

 
 
122 See Table 5.9 in paragraph 5.72. For the six operating areas where we have information on day ticket usage, day tickets 
were used on average between 2.4 and 3.7 times, and for three operating areas, day tickets were used more than three times 
on average. For the five operating company areas where we have information on weekly ticket usage, in all areas weekly 
tickets were used on average between 11.5 and 16 times, and in three areas weekly tickets were used more than 14 times on 
average. 
123 We have not analysed the North-East as we were unable to find single ticket prices online for this area. Similarly, we were 
unable to find prices online for Manchester that corresponded to our usage estimate, and so have not presented an analysis of 
pricing for that area. 
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TABLE B1   Discounts for single- and multi-operator multi-journey tickets in West and North Yorkshire 

Operator and fare description 

Adult 
single fare 

£ 

  FirstGroup Short Hop 1.00 
FirstGroup Long hop 1.90 
FirstGroup hop across Leeds off-peak 2.20 
FirstGroup hop across Leeds peak 2.50 

  Median single fare 2.05 

  Day tickets 
 

Weekly tickets 
 Estimated day ticket usage [] Estimated weekly ticket usage [] 

Multi-operator day ticket price (£) 5.00 Multi-operator weekly ticket price (£) 20.00 
FirstGroup day ticket price (£) 4.30 FirstGroup weekly ticket price—West Yorkshire (£) 18.50 

  
FirstGroup weekly ticket price—‘green zone’ (£) 12.00 

    
  

% of the cost of repeat single fare purchase 

   Multi-operator day ticket [] Multi-operator week ticket [] 
FirstGroup day ticket [] FirstGroup week ticket—West Yorkshire [] 

  
FirstGroup week ticket—‘green zone’ [] 

Source:  Data from FirstGroup and web research. 
 

 
6. Table B1 shows that FirstGroup’s own tickets give a greater discount over repeat 

single-fare purchases than do multi-operator tickets in West Yorkshire. The differ-
ence between the discounts offered is largest when comparing the multi-operator 
weekly ticket (only available for a wide geographic area, including Leeds, Bradford, 
Huddersfield, Wakefield, Halifax, Castleford and Keighley) and the FirstGroup ‘green 
zone’ weekly ticket, which covers a smaller area. 

The West Midlands 

7. The largest operator in the West Midlands is National Express, followed by Rotala. 
National Express provided data showing that on average its day ticket is used [] 
times and its weekly ticket is used [] times. In addition, we have found information 
online on the various single fares offered by National Express and Rotala in the area, 
from which we calculated the median single fare as £1.60. 

8. We have used these estimates of ticket usage and single fares to estimate the dis-
count factor offered on National Express day and weekly tickets compared with 
repeat purchases of single fares. Similarly we have estimated the discount factor 
offered on the multi-operator day and weekly tickets. These calculations are set out 
in Table B2. 
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TABLE B2   Discounts for single- and multi-operator multi-journey tickets in the West Midlands 

Operator and fare description 

Adult 
single fare 

£ 

  National Express short hop 1.60 
National Express long hop 1.80 
National Express Coventry 1.60 
Rotala short hop 1.40 
Rotala long hop 1.60 

  Median fare 1.60 

  Day tickets 
 

Weekly tickets 
 Estimated day ticket usage [] Estimated weekly ticket usage [] 

Multi-operator day ticket price (£) 3.80 Multi-operator weekly ticket price (£) 17.50 
National Express Regional day ticket (£) 3.60 National Express Regional weekly ticket price (£) 14.50 
National Express Coventry day ticket (£) 3.40 National Express Black Country weekly ticket price (£) 13.00 

  
National Express Coventry weekly ticket price (£) 12.00 

    
  

% of the cost of repeat single fare purchase 

   Multi-operator day ticket [] Multi-operator week ticket [] 
NX regional day ticket [] NX regional week ticket [] 
NX Coventry day ticket [] NX Black Country week ticket [] 

  
NX Coventry week ticket [] 

Source:  Data from National Express and web research. 
 

 
9. Table B2 shows that National Express’s own tickets are offered at a more substantial 

discount over single fares than is the multi-operator ticket. This difference is small for 
the day ticket, but National Express’s weekly tickets covering Coventry-only and the 
Black Country-only involve a much larger discount than does the multi-operator ticket 
covering all of the West Midlands. We would expect an efficiently priced multi-
operator ticket covering just these individual zones to be priced lower than the 
existing multi-operator ticket, closer to the single-operator multi-journey products in 
these areas. 
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APPENDIX 15.3 

The largest Urban Areas without an MTC scheme  

1. In this appendix, we list the largest Urban Areas in the reference area without MTC 
schemes. For each of these areas, we present a number of indicators taken from 
different analyses, and comment on the extent to which these indicators suggest that 
these areas may be suitable candidates for an MTC scheme. We also identify 16 
further Urban Areas which are part of larger PTE schemes, but for which there is no 
MTC product available for that particular Urban Area. 

2. Table 1 lists those Urban Areas with a population of more than 150,000 in which 
there is neither an Urban-Area-level MTC scheme nor a wider PTE scheme that 
includes the Urban Area (see paragraph 7). For each of these areas we present 
information on: 

(a) The population of the Urban Area. The larger the population of an Urban Area, 
the greater potential demand for an MTC is likely to be, and the greater the 
likelihood of significant between-route network effects arising (see paragraphs 
9.72 to 9.80). 

(b) The total weekly frequency on all bus routes that enter the Urban Area. As with 
population, the greater the total frequency of bus services in an Urban Area, the 
greater potential demand for an MTC is likely to be. In addition, higher frequency 
on routes in an area, all else equal, will lead to stronger within-route network 
effects (see Appendix 9.1, paragraphs 4 to 22). 

(c) The number and proportion of routes in the Urban Area with, on average, at least 
two buses every hour between 7am and 10pm Monday to Friday (see paragraphs 
4 to 22 of Appendix 9.1). Higher frequency routes are likely to be subject to 
stronger within-route network effects. 

(d) The proportion of all routes in the Urban Area, weighted by frequency, falling into 
the different ‘route categories’ set out in Table 11.1. In particular:  

(i) category 1 routes are likely to be able to sustain more than one operator but 
are highly unlikely currently to be subject to effective head-to-head compe-
tition, either from rival bus operators or other transport modes. We conclude 
that an AEC is highly likely on these routes; 

(ii) we are unable to determine whether routes in categories 2, 3, 4 and 6 face 
effective head-to-head competition or not, and so these routes may or may 
not be subject to an AEC. However, as discussed in paragraph 11.84, we 
would expect a considerable number of routes in these categories not to face 
effective head-to-head competition; and 

(iii) on category 5 routes there is a high likelihood that all, or nearly all, of the 
flows that make up the route face head-to-head competition from a rival local 
bus service, and so these routes are unlikely to be subject to an AEC 
(although as discussed in paragraphs 15.550 and 15.562 to 15.565, our 
remedies may affect individual routes where effective head-to-head compe-
tition is currently present), 

the competition benefits of introducing an MTC into an area are likely to increase 
with the number of routes that do not face effective head-to-head competition, in 
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that area. As such, where a substantial number of services in an Urban Area are 
accounted for by category 1 routes, the competition benefits of introducing an 
MTC in that area are likely to be particularly large; and 

(e) the share of supply of the largest operator in the Urban Area (calculated as the 
proportion of total weekly services on all routes in the area operated by the 
largest operator). If a single operator runs a very high share of all local bus ser-
vices in an area, this suggests that many of the routes that it operates will not be 
subject to effective competition, and so the benefits of introducing an MTC in the 
area is likely to be greater.1

 
 
1 Shares of supply must be interpreted with care—the use of shares of supply to make inferences regarding the extent of 
competition is discussed in detail in Appendix 8.1, paragraphs 6 & 7. 

 On the other hand, we also note that the wider—non-
competition—benefits of an MTC (eg convenience) may be more significant in 
less concentrated areas (see Appendix 15.8, paragraph 51). 
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TABLE 1   Urban Areas with a population of more than 150,000 without an Urban-Area-level MTC scheme 

Urban Area 
Government 

Office Region 
2001 

population 

Total 
number of 

weekly 
services on 
all routes 

Number of routes 
with, on average, 
at least two buses 

every hour 
between 7am and 

10pm Mon–Fri 

Percentage of all routes 
that operate between 
7am and 10pm Mon–

Fri, weighted by 
frequency, with, at least 
two buses an hour on 

average 
% 

Frequency 
weighted 

proportion of 
routes that are in 
category 1 (AEC 

highly likely) 
% 

Frequency 
weighted 

proportion of 
routes that are in 
categories 2, 3, 
4 or 6 (possible 

AEC) 
% 

Frequency 
weighted 

proportion of 
routes that are in 
category 5 (AEC 
highly unlikely) 

% 

Share of 
supply of the 

largest 
operator 

% 

       
   

Bristol South-West 577,098 31,483 31 60 61 39 0 77 
Southampton South-East 410,842 19,014 15 48 30 70 0 48 
Cardiff Wales 335,748 27,610 23 57 53 47 0 69 
Portsmouth South-East 334,818 14,718 10 49 25 74 1 57 
Kingston upon 

Hull 
Yorkshire and 
The Humber 

319,482 23,492 21 68 31 66 4 57 

Reading South-East 318,858 19,078 18 67 67 32 1 80 
Aldershot South-East 289,537 10,756 10 55 26 73 1 67 
Blackpool North-West 271,671 11,844 10 63 5 94 1 72 
Plymouth South-West 268,331 29,510 22 53 21 74 5 44 
Brighton South-East 258,884 24,025 21 72 50 50 0 88 
Preston North-West 250,411 23,605 18 62 68 31 1 84 
Derby East Midlands 245,028 25,690 17 52 56 39 5 58 
Chatham South-East 244,104 12,291 15 74 64 35 0 86 
Middlesbrough North-East 238,660 18,081 14 48 35 65 0 61 
Swansea Wales 211,846 18,978 6 23 51 47 1 85 
Aberdeen Scotland 208,860 21,115 19 73 72 28 0 65 
Worthing South-East 202,297 6,361 3 44 19 81 0 63 
Basildon East of 

England 
200,854 6,811 5 43 23 76 1 71 

Wolverton/ 
Stony Stratford 

South-East 190,032 10,470 10 53 56 43 1 83 

Hatfield East of 
England 

188,163 14,657 9 50 31 69 0 68 

Watford East of 
England 

185,389 9,489 6 45 12 87 0 67 

Fareham/ 
Portchester 

South-East 184,850 6,276 4 31 55 45 0 96 

Warrington North-West 169,263 17,708 17 60 44 51 5 71 
Mansfield East Midlands 168,313 9,904 4 28 43 57 0 59 
Epsom and Ewell South-East 168,063 3,964 0 0 21 79 0 42 
Dundee Scotland 165,339 29,984 23 69 61 39 0 66 
York Yorkshire and 

The Humber 
161,910 14,873 10 61 64 36 0 69 

Slough South-East 157,546 5,639 1 18 54 41 5 56 
Stockton-on-

Tees 
North-East 156,607 15,253 8 54 51 49 0 50 

High Wycombe South-East 150,871 9,227 8 54 57 38 5 77  
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Urban Area 
Government 

Office Region 
2001 

population 

Total 
number of 

weekly 
services on 
all routes 

Number of routes 
with, on average, 
at least two buses 

every hour 
between 7am and 

10pm Mon–Fri 

Percentage of all routes 
that operate between 
7am and 10pm Mon–

Fri, weighted by 
frequency, with, at least 
two buses an hour on 

average 
% 

Frequency 
weighted 

proportion of 
routes that are in 
category 1 (AEC 

highly likely) 
% 

Frequency 
weighted 

proportion of 
routes that are in 
categories 2, 3, 
4 or 6 (possible 

AEC) 
% 

Frequency 
weighted 

proportion of 
routes that are in 
category 5 (AEC 
highly unlikely) 

% 

Share of 
supply of the 

largest 
operator 

% 

       
   

Median for these Urban Areas 210,353 15,063 10 54 51 49 0 68  
Median across all Urban Areas 82,928 6,753 4 42 36 62 0 68  

Source:  CC analysis of ONS Census 2001, Traveline data for October 2009. 
 

Note:  We have included Bristol in this table. In Bristol there exists the Bristol Freedom Travelpass, but we understand that this is primarily used by train users, as it is priced to reflect train prices 
rather than being comparable to bus multi-journey tickets. 
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3. As would be expected, the total number of bus services is generally larger in the 
Urban Areas in Table 1 than in a typical Urban Area, and these areas also generally 
have a larger number and higher proportion of relatively frequent services. This 
suggests that between- and within-route network effects are likely to be relatively 
strong in these Urban Areas.2

4. There are exceptions to this general pattern, however. For example, while every 
Urban Area in Table 1 contains some routes in category 1, we noted that Blackpool 
has a relatively low proportion of category 1 routes. This is likely to be due to the 
significance of the tram in this area, together with the nature of the methodology that 
we applied in taking account of the potential constraint from other transport modes 
(see Appendix 11.2, paragraph 3), causing a large proportion of routes in this area to 
fall into category 6. More generally, we note that a low proportion of routes in cate-
gory 1 does not necessarily imply that many flows in an area will face effective head-
to-head competition, as routes in categories 2, 3, 4 and 6 may also not be subject to 
effective head-to-head competition (see paragraph 11.84). 

 In general, the large Urban Areas without a MTC 
identified in the table also have a substantial share of weekly services accounted for 
by routes in category 1, suggesting that the benefits from introducing an MTC in 
these areas are likely to be significant.  

5. In addition, not all Urban Areas have many (or any) higher frequency routes. For 
example there are no routes in Epsom and Ewell with on average at least two buses 
every hour between 7am and 10pm Monday to Friday (and only one such route in 
Slough). One possible explanation for this is the proximity of these Urban Areas to 
London, and the associated reliance on commuter rail. The lack of higher frequency 
routes suggests that within-route effects may be weaker in these areas than in 
others. We note, however, that although within-route effects are likely to be stronger 
on higher frequency routes, they will still constitute a barrier to entry on lower fre-
quency routes. 

6. We note that Bristol scored significantly above average on all indicators, suggesting 
that the benefits of introducing an effective MTC in Bristol are likely to be particularly 
significant. In this context, we noted the initial steps reported by FirstGroup to intro-
duce an MTC to the Bristol area (see paragraph 15.27) and the support from Bristol 
City Council for some of our remedies regarding ticketing.3

7. In addition to the Urban Areas set out in Table 1, there are also 16 Urban Areas that 
are part of broader MTC schemes in the West Midlands, Greater Manchester or West 
Yorkshire, but where there is not an MTC, or zone within a wider MTC scheme, 
covering the individual Urban Area.

 

4

 
 
2 We have compared medians in Table 1 because of the substantial variation in the size and size-related characteristics of our 
Urban Areas. However, comparison of mean values would give rise to similar findings. 

 We present further detail on the MTC schemes 
in the West Midlands, Greater Manchester and West Yorkshire, as part of our analy-
sis of existing MTC schemes in Appendix 9.2. We consider the principles that should 
apply to the zonal coverage of MTC schemes in paragraph 15.45 and Appendix 15.2, 
paragraphs 25 to 31. 

3 Bristol City Council response to provisional decision on remedies, p1. 
4 Birmingham, Manchester, Leeds, Bradford, Coventry Bolton, Wolverhampton, Walsall, Huddersfield, Wigan, Rochdale, Leigh, 
Wakefield, Halifax, Castleford, Keighley. The first ten of these Urban Areas have a population above 150,000. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/bristol_city_council_pdr_response.pdf�
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APPENDIX 15.4 

Bus station access remedy 

Part 1: Conditions of Use for a Relevant Bus Station 

Categories of information to be published by the Manager 

Overall statement  

• Rules apply to all operators (ie Users and the Manager). 

• General principles governing the management of the bus station. 

• Subject to consultation with relevant stakeholders (including the LTA and Users). 

Overview of management of bus station and capacity of each stand 

• Layout of the bus station showing the number of stands and number of layover parking 
bays available to buses and coaches. 

• The bus station’s normal and holiday operating hours.  

• Estimate of stand capacity and an explanation of how stand capacity has been calcu-
lated. 

• Details of passenger facilities, eg waiting areas, retail concessions. 

• Details of which facilities at the bus station are not available to third party operators (ie 
Users) or passengers. 

Rules governing the allocation and utilization of stands 

• The Manager’s rules for allocating bus stands on FRND principles. 

• Maximum dwell times at stands. 

Layover capacity and rules for its allocation (if available) 

• The amount of layover capacity available at the bus station.  

• The Manager’s rules for allocating bus layover capacity on FRND principles. 

• The length of time all Users are authorized to use layover spaces. 

Access to facilities for drivers 

• Details of all facilities available to drivers. 

• Access to driver facilities to be provided on an FRND basis, within reasonable para-
meters, limited to health, safety and security considerations. 
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Access to marketing facilities 

• Details of all marketing facilities. 

• Access to marketing facilities to be provided on an FRND basis, to enable the effective 
publicity of third party services and timetables. 

Charges 

• Publication of current standard charges and discounts for use of the bus station as applic-
able to all operators (ie Users and Managers).  

• Principles governing the calculation of any discounts. 

• Description of how the Dispute Resolution Procedures will apply to disputes over charges 
and how FRND principles will apply under this process. 

Dispute Resolution Procedures 

• Description of the set of procedures for resolving a dispute in relation to access and 
departure charges between the Manager and a third party. 

• Each step of the procedure should clearly set out the time limits for a dispute resolution, 
as well as the rights of each party to escalate the dispute to other authorities. 

•  A clear description of the roles of the LTA (subject to consultation) and the OFT as 
monitor. 

Part 2:  Bus station departure charges—results of pilot study 

1. In order to inform our approach to the setting of departure charges, we asked two 
bus station Managers to compute departure charges for two bus stations each on 
(a) an incremental cost basis and (b) an allocated cost basis. We discuss the results 
of these pilot studies below, looking first at the incremental cost approach and then at 
the cost allocation approach. At the end of each section we discuss our views on the 
main issues arising with each approach and how these issues might best be 
addressed through our guidelines (Part 3). 

Pilot test results on the incremental cost approach 

2. Stagecoach argued that the vast majority of the costs of running a bus station were 
‘either fixed or incurred in significant volume steps’, and therefore one additional 
departure would be unlikely to incur the Manager any material incremental cost, 
unless the extra departure triggered: 

(a) The physical construction of an additional departure stand; 

(b) The earlier opening or later closing of the bus station; 

(c) The use of a vehicle type which required physical alteration to 
stands; or 

(d) The use of a vehicle type which increased the requirement for 
Banksmen to supervise potentially unsafe manoeuvres. 
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3. Stagecoach told us that for its two bus stations which took part in the pilot test, given 
the excess capacity available at each bus station, the incremental cost for an 
additional departure would be zero. 

4. FirstGroup stated that based on the incremental cost approach, it could not arrive at 
a single estimate of departure charges for its bus stations included within the CC’s 
pilot test because the incremental costs of a departure depended on the following 
factors: 

(a) ‘When the additional departure would take place’, eg FirstGroup told us that 
additional departures which occurred outside a bus station’s core operating hours 
would give rise to significant incremental costs for overtime staff and additional 
utilities. 

(b) ‘Whether the operator making the additional departure is a current user of the bus 
station’, eg for one of its bus stations included within the pilot test, FirstGroup told 
us that there would be a cost incurred for changing the fixed signage above a bus 
stand if the additional departures required the reworking of timetables or stands, 
and at another, each change of timetable would incur a significant cost to update 
the real time passenger information systems (where each of these costs could 
also be incurred if the operator is already a current user). 

(c) ‘The current usage patterns of the bus station’, eg incremental costs would arise 
if there are insufficient layover stands available and allowing the additional 
departure from the bus station could require the reworking of existing routes. 

(d) ‘The specifics of the vehicle that would be used to make the additional departure’, 
eg when allocating stands, for health and safety reasons vehicles with a short 
wheel base cannot use a stand where the departures on the stands either side of 
it are from vehicles with longer wheel bases. 

5. FirstGroup also identified a number of potential one-off costs associated with a new 
user: 

(a) costs of reallocating existing stands or retiming FirstGroup services to ensure that 
additional departures could be safely accommodated; 

(b) costs of ensuring that the new user understood the bus station’s health and 
safety rules; and 

(c) where applicable, providing the user with keypads to open the doors of the bus 
station. 

6. FirstGroup stated that these costs taken together suggested that frequent changes or 
proposed changes to departures could result in significant costs, as well as disruption 
to its existing users. 

7. FirstGroup told us that this methodology ‘would not allow for any recovery of any 
investment costs incurred by the operator of a bus station. Accordingly, it is highly 
unlikely that any operator would make any investments in a bus station ... if this basis 
for setting departure charges is adopted’.  

8. Both Stagecoach and FirstGroup argued that an incremental cost approach was not 
fair and reasonable, and discriminated against bus station operators. Stagecoach 
raised concerns that an incremental cost approach ‘heavily discriminates against 
established operators by requiring them to fund the vast bulk of bus station costs, 
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whilst providing artificially low or non-existent costs to new entrants’, and that the 
resulting charging methodology would be ‘unfair, unreasonable and discriminatory’ to 
owners of bus stations. FirstGroup shared a similar concern.  

Our assessment of the incremental cost approach 

9. Under this approach any investment which may benefit all users of the bus station 
but cannot be categorized as incremental to third party users, eg the cost of refur-
bishing the bus station’s passenger waiting area, cannot be recouped from third party 
users. This may have a detrimental effect on Managers’ incentives to undertake 
investment in bus stations. Whilst we did not expect this effect to be substantial, 
because bus stations are typically used in large part by the Manager’s own depart-
ures, we nevertheless considered that it could have some influence on decision-
making. We considered that it was important that Managers were not disincentivized 
from providing access to third party users and that, in this respect, it was important 
that Managers perceived the charges that they were allowed to recover from third 
party users to be fair.  

10. Since the incremental costs of allowing access to third party users appear to be 
small, if not negligible (given the largely fixed nature of the costs of operating a bus 
station), and based on the views expressed by Stagecoach and FirstGroup, we con-
cluded that there was a risk that setting charges on this basis would be perceived to 
be unfair by bus station Managers and might have a negative effect on investment.  

11. We also considered whether the incremental cost approach was simpler to calculate 
and therefore less costly to verify should there be a dispute over charges. However, 
both Stagecoach and FirstGroup stated that incremental costs would vary depending 
on a number of different factors and circumstances, not only of the bus station itself, 
but also of the third party user. As such, both operators appear to agree that there 
can be a range of incremental cost figures. This could give rise to added complexity 
for both Manager and users of the bus station, as different departure charges are 
published for each user to reflect each operator’s own incremental costs. 

12. On balance, we concluded that a requirement for incremental cost pricing would not 
support our objectives of encouraging access to bus stations on FRND terms. 

Cost allocation approach: Stagecoach 

13. Stagecoach determined a departure charge for local buses based on the following 
cost allocation process, which was based on our guiding principles on the method-
ology contained within our pilot test request. Stagecoach first produced a matrix 
showing possible local bus and coach departure slots and whether slots were cur-
rently available or in use (either by Stagecoach or a third party user). It assumed that 
a local bus departure slot was on average of 5 minutes’ duration and that a coach 
departure slot was on average of 20 minutes’ duration. It secondly identified those 
costs which could be attributed to local bus and coach services. It then combined 
these two pieces of information to calculate a cost for a 5-minute departure slot being 
the total costs divided by the total number of 5-minute departure slots available. 
Further details of each step are given below. 
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Step 1: Establishing the number of departures made by local bus operators 
(including Stagecoach) 

14. Stagecoach first established that at Exeter bus station there were 16 stands in total, 
of which bus stand 1 was closed;1

15. Based on Exeter bus station’s daily departure schedules (including bus, coach and 
its own bus departures) from Mondays to Sundays, Stagecoach produced a ‘depart-
ure slot matrix’, which shows for each bus stand the number of 5-minute time slots 
which are available or occupied during its daily operating hours. Figure 1 below 
shows an extract

 bus stands 2 to 13 were for local bus use only; 
and bus stands 14 to 16 were for coach use only.  

2

FIGURE 1 

 of Stagecoach’s departure slot matrix for Exeter bus station for 
Mondays to Saturdays. Each of the numbers from 1 to 16 in the top row represents a 
bus stand. The column on the far left divides the total operating time of the bus 
station into 5-minute time slots with each time slot representing time spent at a bus 
stand. 

Extract of Exeter bus station’s departure slot matrix (screenshot) 

 

Source:  Stagecoach. 

16. Based on Exeter bus station’s daily departure schedule, Stagecoach populated 
Exeter bus station’s departure slot matrix using ‘O’ to represent a time slot when a 
bus stand is ‘Occupied’, ‘A’ for when it is ‘Available’, and ‘C’ for when it is ‘Closed’.3

17. Stagecoach made the assumption that each bus service would require a 5-minute 
slot at a bus station stand and each coach service would require a 20-minute slot at a 
bus station stand. Stagecoach told us that this would produce a ‘workable and 

 

 
 
1 Stagecoach told us that stand 1 was permanently not available for bus use because Exeter City Council, the owner of the site, 
had granted rights to other tenants to use stand 1 for car parking.  
2 The screenshot represents a screenshot extract of the departure slot matrix for Mondays to Saturdays since the far left-hand 
column should show the full operating times of the bus station, ie 5.10 am to 11.35 pm Mondays to Fridays; 5.20 am to 
11.35 pm Saturdays; and 7.25 am to 11. 35 pm Sundays. A separate matrix for Sunday was also produced but is not shown in 
Figure 1.  
3 Only bus stand 1 is closed and not available to any users (including Stagecoach).  
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relatively simple solution and allow a clear and justifiable distinction to be drawn 
between local bus services and coach services’. Stagecoach said that in relation to 
its 20-minute assumption for coach services, ‘coaches require time to load and 
unload baggage—Citylink requires that a coach be on stance 20 minutes prior to 
departure’.4

18. Below, we illustrate how to interpret the departure slot matrix in relation to local bus 
and coach services which use the bus station: 

  

(a) Local bus services. Figure 1 shows that between Mondays and Saturdays, bus 
stand 3 (used by local buses only) is occupied between 6.00 am and 6.05 am, 
and then from 6.25 am to 6.30 am, where one 5-minute time slot represents one 
bus departure.  

(b) Coach services. As mentioned above, bus stands 14 to 16 are used by coaches 
only. Figure 1 shows that in bus stand 16, one coach uses the stand for 20 min-
utes from 6.00 am to 6.20 am, where four 5-minute time slots represent one 
coach departure. 

19. The daily departure slot matrix in Figure 1 enables Stagecoach to annualize the 
number of its daily time slots to calculate the total annual capacity of the bus station 
for local bus (including its own services) and coach services (measured in terms of 
the annual number of 5-minute time slots available at the bus station), as well as the 
annual occupancy level of the stands. 

20. In Table 1, we set out the daily and annualized number of 5-minute time slots for 
each bus stand. 

 
 
4 Stagecoach told us that it was not clear how any approach which attempted to factor in the actual time spent on stand by a 
local bus service would work in practice, without the exercise becoming overly complex and costly to implement—not all ser-
vices would fit neatly into a model providing for 5-minute departure slots. Operational requirements of the timetable might 
require 6 or 7 minutes on stand. Stagecoach also noted that it would be likely to result in vastly differing results across the 
country and would require the constant review of departure charges.  
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   TABLE 1   Summary daily and annual departures from each bus stand 

 
Source:  Stagecoach. 
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21. In Table 1, the top row shows each bus stand numbered 1 to 16. Under the ‘Monday 
–Saturday’ bold heading, the total daily number of 5-minute slots is shown to be 288 
for each bus stand (whether it is used or not). Bus stand 1 is closed. For each bus 
stand, the number of ‘occupied’ 5-minute slots is shown—for example, between 
Mondays and Saturdays, bus stand 2 has 288 time slots available per day of which 
58 time slots are occupied (ie 58 departures are made each day by a local bus from 
stand 2 between Monday and Saturday, or 348 departures over these six days or 
18,096 over a 52-week year). Under ‘Annual Occupied Slots’, these daily figures are 
annualized. As Table 1 shows, the aggregated number of annualized time slots for all 
of the bus stands is 207,844.  

22. In relation to local buses, the annualized number of 5-minute time slots for bus 
stands 1 to 13 (used by local buses only) is 136,864. Since each local bus service 
requires a 5-minute time slot, the annual number of departures made by local bus 
users of Exeter bus station (including Stagecoach) is also 136,864. 

23. In relation to coaches, Table 1 shows that the aggregated number of annualized 
5-minute time slots for bus stands 14 to 16 is 70,980. However, since each coach 
occupies four 5-minute time slots (ie 20 minutes on stand), the number of coach 
departures per year is 17,745 (ie 70,980 divided by four). We would note that the 
annual number of 5-minute time slots (not the number of departures) is later used to 
calculate the charge per 5-minute time slot. 

Step 2: Establishing which costs are recoverable from local bus and coach users 

24. Table 2 sets out Stagecoach’s calculation of costs that are relevant to local bus and 
coach users at its Exeter bus station. These costs exclude any costs relating to 
Stagecoach’s head office facilities that are located at the bus station. 

TABLE 2   Exeter bus station’s recoverable costs from all bus station users (including Stagecoach) 

Cost description 
FY11 

£ 
Basis of 

allocation 

Management/Controller [] Full-time station 
controller 

Banksmen []  
Travel Shop Staff [] * 
Depot Cleaners [] † 
Rents Payable [] 100% 
Local Authority Rates [] 100% 
Depot Security [] 100% 
Electricity [] 100% 
Gas [] 100% 
Water—Metered [] 100% 
Equipment Maintenance [] N/A 
Building Maintenance [] N/A 
Depot—BT Phones & Postage [] N/A 
 []  

Source:  Stagecoach.  
 

*50 per cent of one member of staff as a provider of information for all operators’ services. 
†50 per cent of cleaning staff costs, remainder charged to Stagecoach Exeter Head Office.  
Note:  N/A = not applicable. 

25. Based on the cost items presented in Table 2, Stagecoach calculated that the finan-
cial year ended April 2011 annual direct operating costs of Exeter bus station were 
£[]. Stagecoach stated that in its preparation of the direct operating cost data, it 
excluded ‘incidental income (eg property rentals) and self-financing operations (eg 
travel shops—although Stagecoach has included costs of travel shops which act as 
an information or enquiry desk for all operators)’. Therefore, in Table 2 we see an 



A15(4)-9 

allocation of £[] in Travel Shop Staff costs which represent 50 per cent of one 
member of staff acting as a provider of information for all operators’ services. In 
relation to cleaner costs, Stagecoach has assumed that 50 per cent of the cleaner 
costs are allocated to the bus station, with the remaining allocated to its Head Office. 

26. However, it is unclear from Table 2 the extent to which Stagecoach has reduced 
Exeter bus station’s total costs to arrive at its direct operating costs, ie recoverable 
costs. Therefore, in Table 3 we make a direct comparison of the recoverable costs of 
Exeter bus station shown in Table 2 with the total costs of Exeter bus station which 
Stagecoach provided us as part of our previous investigation into departure charges 
(see also Appendix 9.4). 

TABLE 3   Side-by-side comparison of Exeter bus station’s recoverable vs total costs 

 £ 

Cost description Recoverable Total costs Variance 

Management/Controller* [] [] [] 
Depot Cleaners* [] [] [] 

 [] [] [] 
Banksmen [] [] [] 
Travel Shop Staff† [] [] [] 
Rents Payable [] [] [] 
Local Authority Rates [] [] [] 
Depot Security [] [] [] 
Electricity [] [] [] 
Gas [] [] [] 
Water—Metered [] [] [] 
Trade effluent (utilities) [] [] [] 
Equipment Maintenance‡ [] [] [] 
Building Maintenance‡ [] [] [] 
Depot—BT Phones & Postage [] [] [] 
Depreciation§ [] [] [] 
 [] [] [] 

Source:  Stagecoach.  
 

*Total cost data combined Controller and Cleaner costs to produce a single cost figure of £[]. 
†Total cost data for Travel Shop Staff was described as including ‘Travel Shop and Inquiry Staff’. 
‡Stagecoach stated that total costs for maintenance and repairs were not identifiable. No maintenance and repair costs had 
been identified under recoverable costs either. 
§Stagecoach said that it had assumed a straight-line depreciation policy over 15 years. It is unclear from its submission to 
which asset this depreciation is attributable. However, it appears that Stagecoach has not treated any of its total depreciation 
costs as a direct operating cost of its Exeter bus station, ie not a recoverable cost.  
Note:  N/A = not applicable 

27. Based on Table 3, we see that Stagecoach has reduced Exeter bus station’s total 
operating costs by £[], ie 46 per cent, to arrive at recoverable costs of £[].  

Cost allocation approach: FirstGroup 

28. FirstGroup’s initial calculation of departure charges for Bath and Bristol bus stations 
was £[] and £[] per departure respectively. On examination, we found that it did 
not initially exclude costs relating to coach services, which formed a substantial pro-
portion of its user base (particularly at Bath), so we therefore asked FirstGroup to 
resubmit. The second submission calculated charges at Bath at £[] and Bristol at 
£[]. The following is a description of the methodology that it adopted in its second 
submission. 
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Step 1: Establishing the number of departures made by local bus operators 
(including FirstGroup) 

29. FirstGroup provided us with a table showing the annual number of departures split by 
own local bus services, third party local bus services, own coach services, and third 
party coach services. The table showed that there were [] local bus departures and 
[] coach departures for financial year 2011 at Bristol bus station which can be 
broken down into: 

(a) FirstGroup local bus services: [] departures per year; 

(b) third party local bus services: [] departures per year; and 

(c) third party coach services: [] departures per year (all National Express, includ-
ing services run under contract by FirstGroup on behalf of National Express). 

30. FirstGroup argued that the allocation of costs between coach and local bus users 
should be based upon the relative number of departures or bays rented for exclusive 
use rather than on the share of notional capacity. It told us that using an assumption 
such as a 5-minute slot for a bus service and a 20-minute slot for a coach service 
would imply an unrealistically high number of departures from Bath and Bristol bus 
stations because these bus stations were drive-on, reverse-off, and, in the case of 
Bath, were constrained by the phasing of traffic lights at and around the exit of the 
bus station. Further, it said that: 

• Calculating the notional capacity of the bus station relies on an 
assumption about the number of local bus departures that could 
hypothetically take place in each bay in each bus station. This is a 
complex task and one which will rely on a number of assumptions 
that are difficult to verify empirically (e.g. how long a hypothetical bus 
or coach would need to take to load and unload passengers given 
the nature of other users of the bus station at that time). It would also 
require subjective decisions on assumptions to be made that would 
lead to unnecessary disputes and uncertainty. In contrast, the 
number of departures or the number of bays rented for exclusive use 
are easy to collect and verifiable. 

• An allocation of the total costs of the bus station based on the share 
of notional capacity used by bus and coach operators would be pro-
foundly unfair and unreasonable to coach operators and bus station 
owners/managers. The adoption of such a basis for allocating costs 
measure has the potential to lead to significant distortions in the 
coach market. The CC has not conducted any significant analysis of 
the impact on the coaching market, and any decision to impose a 
remedy that could have such a negative impact would potentially be 
ultra vires and certainly disproportionate without detailed inquiry. 

• The key determinant of capacity at Bath and Bristol bus station is not 
the availability of space on stands or layover bays for buses and 
coaches, but the number of movements that can be safely executed 
through the bus station over a set period of time. In this respect a 
departure by a coach or a bus uses the same amount of capacity of 
the bus station, and as such the share of notional capacity measure 
described by the CC does not relate to the actual capacity con-
straints at these two bus stations, suggesting it is not a relevant 
metric.  
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• We understand that the argument made to the CC is that it takes 
considerably longer for a coach to depart than a bus. However, it is 
not clear to us that coaches would necessarily spend more time on a 
stand than a bus. A double decker vehicle for example can carry 
70 people, while a coach can carry 40. While the coach driver may 
have to load luggage onto the vehicle, the driver of a double decker 
will also need to collect fares from a significant proportion of his 
passengers. It may well be that in practice a coach operator takes 
longer to turn around its vehicles for departure, but this is a commer-
cial decision related to demand, not a fundamental metric on which it 
would be sensible to allocate costs.1

• The methodology for calculating notional capacity would likely be 
different in each bus station, adding to the complexity and cost of the 
remedy.  

  

• As far as we are aware this method of allocating the costs of a bus 
station between bus and coach users has not been employed in 
other bus stations to calculate FRND charges. If the CC were to 
adopt this as a measure of FRND allocation between coach and 
local buses, it would necessarily apply to council-owned mixed use 
bus stations (where, as far as we are aware, a weighted measure is 
not generally applied) - local bus operators would be likely to chal-
lenge the departure charges levied by local authorities, having a 
potentially adverse effect on council finances and/or the availability 
of coaching services at municipal bus stations. 

• Finally, any method of allocating the costs of running a bus station 
between coach and bus users that has the effect of overweighting 
coach departures would be exceptionally vulnerable to gaming. If 
coach operators are charged a higher fee per departure than bus 
operators they would have both the incentive and the ability to regis-
ter the portion of their route that covers the area immediately proxi-
mate to the bus station as a local bus service, in order to avoid 
paying this higher charge.2

• Consequently, any allocation of the costs of operating the bus station 
across bus and coach operators should be based either on depart-
ures or on bays rented for exclusive use, and not the share of 
notional capacity used by buses and coaches at the bus station. 

 We note that National Express already 
registers portions of its coaching services as local bus services (for 
example on their services between London and Poole, and London 
and Bournemouth, the sections between Ringwood and Poole and 
Ringwood and Bournemouth respectively are registered as local bus 
services). 

31. FirstGroup also said that setting lower departure charges for local bus services 
necessarily meant that other users, such as coach operators, would pay higher 
charges. FirstGroup said that this was not a net customer benefit and that it was 
simply a transfer of the costs of running a bus station from bus users to coach users. 

 
 
1 For example at Plymouth FirstGroup allow a 10 minute loading time for its X81/80 services which carry significant volumes of 
passengers on double-decker vehicles. 
2 ‘All that it would take for a coach operator to do this would be paying the appropriate application fee to VOSA and amending 
its current route to stop once within 15 miles of the bus station. The coach operator would then also be able to claim BSOG on 
the section of its route which was registered as a local bus service.’ 
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It said that the CC should take account of the fact that many bus stations were not an 
essential facility for either bus or coach operators and that in many cases operators 
could choose to use on-street facilities. It argued that if charges increased to coach 
operators and they reduced their use of the bus station, a higher proportion of costs 
would be borne by local bus operators, and given that the costs of operating a bus 
station were largely fixed, the net consequence would be higher departure charges 
for the local bus operators who made use of the bus station. 

Step 2: Establishing which costs are recoverable from local bus and coach users 

32. FirstGroup provided a cost schedule showing its calculation of recoverable costs. It 
said that: 

In relation to estimating the proportion of costs of running the bus 
station site that should be allocated to First-only facilities we think that 
metrics based on the relative size of different parts of the bus station 
are the best option available. These metrics are readily available, 
verifiable and relate to the costs associated with running the First-only 
facilities at the bus station. 

33. In relation to booking offices and ticket commission, FirstGroup said that: 

• We consider that selling tickets at the bus station should be treated 
as a separate business from the remaining activities that take place 
at the bus station. As such, we consider that both the revenue from 
ticket commission earned on the sale of coach tickets and the costs 
of providing a ticket office at a bus station (to the extent that these 
can be attributed to the sale of tickets) should be excluded from the 
analysis.  

• However, booking office staff do spend a significant proportion of 
their time providing information on the local bus services that depart 
from the bus station. It is therefore reasonable for the costs involved 
in providing this service to be recovered from the local bus operators 
who use the bus station. Naturally, there is some judgement involved 
in allocating the costs of providing a ticket office at a bus station 
between the provision of information and the sale of tickets, but we 
think the proportion of time that booking office staff spend providing 
general information to the public on local bus services is a reason-
able metric to use. 

• We think that the approach set out above is reasonable and would 
not hinder the ability of third party local bus operators to run a com-
mercially viable service that called at a bus station along the course 
of its route. This is because a local bus operator who uses the bus 
station can always sell tickets to their customers on bus. If third party 
local bus operators wish to have their tickets sold from the ticket 
office they are more than able to enter into a commercial arrange-
ment with whoever is responsible for running the ticket office at the 
bus station. 

Cost allocation approach: factoring in a rate of return 

34. We asked each Manager to propose an appropriate return on capital to be factored 
into the calculation of the departure charge.  
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35. Stagecoach suggested that one method of calculating return on capital would be to 
base it on a percentage of total operating costs, eg 10 per cent (which it termed as a 
‘return on investment’).  

36. Stagecoach told us that it: 

thinks it appropriate for the bus station operator to earn a margin on 
costs or a Return on Investment for managing the station. In this 
example Stagecoach has used 10%. Stagecoach considers the most 
appropriate figure to be the cost of capital for the industry in the 
Commission’s provisional findings report, and 10% is around the 
midpoint.  

37. FirstGroup suggested that a return on capital could be computed on capital employed 
using the CC’s estimated cost of capital for a local bus operator. FirstGroup showed 
that the capital it invested into Bristol bus station was around £[], comprising the 
cost of purchasing and developing the site. FirstGroup applied an 8 per cent return 
on capital invested, stating that this was the same approach as that adopted by the 
OFT in the Southern Vectis/Isle of Wight bus station case. Based on an 8 per cent 
return, FirstGroup calculated the annual return to be £[]. FirstGroup said that this 
was a conservative approach, given that the CC’s central estimate of a bus oper-
ator’s cost of capital was somewhat higher (see Appendix 10.2). 

Cost allocation: issues raised and how we deal with them in our guidelines 

Ascertaining the relevant recoverable costs 

38. As the responses to our pilot study demonstrate, it is important that our guidelines 
are clear that relevant costs must exclude those that relate to facilities from which the 
third party user derives no benefit. For example, we would not expect to see 
Managers recovering costs related to their own offices from third party bus station 
departure charges.  

39. Likewise it may be the case that certain staff, for example management, spend only a 
proportion of their time on bus-station-related activities, in which case only that pro-
portion of their time that is devoted to the management of the bus should be recover-
able from users of the bus station.  

40. Ascertaining that proportion of total costs that are relevant to, and recoverable from, 
third party bus station users may be hard to verify independently. It is therefore 
important that an independent expert be engaged to examine the detail in the event 
of a dispute. 

41. We note FirstGroup’s view that metrics based on the relative size of the bus station 
are the best option available. However, we do not consider this metric to be approp-
riate in all circumstances. It will be for the Manager to consider whether the allocation 
of costs based on floor area is a reasonable basis given the circumstances of the bus 
station and the costs in question. For example, it may be that areas that are very 
different in nature from departure stands, such as office areas, attract a higher pro-
portion of certain costs (for example, cleaning, utilities, business rates) than would be 
the case if floor area was used.  
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Apportioning relevant costs to bus station users 

42. Once relevant costs have been established, the Manager must then decide on a 
method of apportionment between the various users of the bus station, including its 
own buses, third party buses and coaches. 

43. This may be relatively straightforward where different users have exclusive use of 
certain stands and dedicated staff. However, we expect that, in many cases, there 
will be some common usage of stands and sharing of bus station staff.3

44. Inevitably there will be an element of judgement in deciding on a reasonable alloca-
tion methodology that does not discriminate against third party bus operators. This is 
likely to allow bus station operators some flexibility in setting charges. In addition, it 
may be difficult to deal with changes in scheduling and usage, if we were overly pre-
scriptive about the methodology to be used.  

 In this case, 
it may be necessary for the operator to allocate costs based on a mixture of number 
of departures, length of time occupied, and whether the usage is peak/off peak, for 
example.  

45. We consider that Stagecoach’s allocation of costs between local bus and coach 
users based on average dwell times at the bus station is a reasonable approach and 
illustrates that is it possible for a Manager to derive a relatively straightforward and 
practical method of allocation without undue difficulty. We therefore do not agree with 
FirstGroup that this is an overly complex and difficult exercise. 

46. Whilst this is not the only method that we would permit, it is important that relative 
dwell times be taken into account when allocating costs between the various users of 
the bus station. Where these dwell times are significantly different between user 
groups (for example, between local bus services and coach services or longer dis-
tance bus services), this should be reflected in departure charges. 

47. Managers will need to consider the individual circumstances of the bus station in 
question when estimating average dwell times for different user groups. However, we 
would normally expect a coach service to be on stand for longer than a local bus 
service. 

48. Given that some bus stations may be operating at full capacity only during certain 
times of the day, it is appropriate for Managers to recover a proportion of their un-
used or spare capacity from Users (see Part 3). However, Users should not be 
required to pay for excess capacity from which they cannot reasonably be expected 
to derive any benefit. Consequently, we conclude that only a proportion of excess 
capacity costs should be recoverable. We recognize that the extent of excess capa-
city will need to be established locally and that some spare capacity is likely to be 
efficient, eg during off-peak hours.  

49. We do not agree with FirstGroup’s contention that rising charges may cause certain 
coach operators to use alternative facilities and that this will increase charges for 
local bus operators that have no choice but to use the bus station. Our remedy does 
not cover coach departure charges and puts no obligation on Managers to raise 
charges to coach operators. Second, Managers should not recover from local bus 
operators who use the bus station, the costs relating to areas of the bus station 
reserved for coach use only. 

 
 
3 This is particularly the case, because, as a guiding principle, bus station operators should locate competing services either on 
the same stand or adjacent stands, as this will help customers to choose between competing operators.  
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Return on capital 

50. It is reasonable to make some allowance for a return on capital in the departure 
charge calculation. Where the Manager has financed investment in the bus station, it 
is reasonable that a proportion of its financing costs should be recovered from third 
party users. As with other costs, the allowance should be reasonable and based only 
on those costs that have been necessarily incurred by the Manager in providing bus 
station facilities and services relating to the provision of local bus services. Managers 
should not recover from third party operators any costs related to capital invested 
solely for the Manager’s own use (eg head office buildings) or otherwise unrelated to 
third party bus departures (eg commercial units). 

51. Hence we had reservations about the approach proposed by FirstGroup since it 
based its calculation on the total capital invested, which included office buildings that 
were not related to the operation of the bus station.  

52. However, the alternative method proposed by Stagecoach, in which an uplift of 
10 per cent was applied to allocated operating costs, was somewhat arbitrary and 
risked having no relationship to actual costs incurred by the Manager. 

53. On balance, we preferred FirstGroup’s approach of basing the calculation on the 
depreciated value of historic capital invested with appropriate adjustments to reflect 
only that capital invested that was reasonably recoverable from third party operators. 
This capital investment figure should exclude the proportion of the investment which 
does not relate to local buses, in particular coach-specific areas and areas for the 
sole use of the Manager and its staff. 

54. We recognize that information about total historic capital invested in individual bus 
stations might not be readily available. Nevertheless we did not consider that it would 
be overly difficult to obtain in the context of the initial exercise that operators would 
have to undertake to determine bus station departure charges on an FRND basis.  

55. Since there does not appear to be any good reason why the cost of capital of owning 
and running a local bus station should differ from that for operating local bus ser-
vices, in these circumstances it would appear reasonable to apply a cost of capital of 
10 per cent being approximately the midpoint of the range that we have calculated in 
Appendix 10.2.  

Part 3:  CC guidelines on setting departure charges on an FRND basis 

Only relevant costs should be recovered 

56. Only costs that are necessarily incurred in providing facilities for local bus departures 
should be recovered through local bus departure charges. For example, the Manager 
should not recover the costs associated with areas given over to its own office space, 
commercial areas and shops, and other facilities that are for the sole use of the 
Manager (or another third party) and which are not necessary for the provision of 
third party local bus departures, or used by third party local bus operators. 

57. In general, we would not expect relevant costs to include corporate overheads or 
other costs that are not incurred at a local level, unless it can be demonstrated that 
these costs are necessarily incurred in providing facilities for local bus departures. 
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The recovery of costs relating to unused or excess capacity 

58. In relation to whether Managers can recover the cost of any unused capacity at the 
bus station, our remedy will allow Managers to recover a proportion of their capacity 
costs based on ‘peak’ capacity utilization. The ‘peak’ capacity utilization should be 
measured with reference to a ‘busy’ period during the bus station’s operating hours, 
ie the ‘reference peak period’. Managers will not be able to recover costs relating to 
any capacity that is not utilized during the ‘reference peak period’. We illustrate this 
principle below:  

(a) If a peak period at a bus station is between 5 pm and 7 pm on weekdays, then  
5–7 pm would be the ‘reference peak period’.  

(b) If during the ‘reference peak period’, 75 per cent of the bus station is utilized, then 
Managers will be able to recover 75 per cent of capacity costs from Users (includ-
ing the Manager’s own local bus services) in proportion to their overall use of the 
bus station.  

(c) The 25 per cent of capacity unutilized during the ‘reference peak period’ will be 
deemed to be ‘excess capacity’, the cost of which will not be recoverable by the 
Manager. The definition of the ‘reference peak period’ and the calculation of peak 
capacity utilization should be subject to consultation with local stakeholders. 

Relative dwell times should be taken into account when setting charges 

59. When considering the total capacity (ie total available slots) at the bus station, the 
Manager should take into account the relative time spent on stand, on average, by 
local bus services compared with other services (eg coaches). Local bus services will 
typically spend less time on stand than coach services and we would therefore 
expect them to attract a lower departure charge. 

Managers shall recover a return on capital of no more than 10 per cent 

60. Managers may factor in a return on capital of no more than 10 per cent based on the 
depreciated historic cost of invested capital that is relevant to local bus services and 
in proportion to the usage of the bus station by third party operators.  

A fair and reasonable proportion of ticket office costs may be recovered 

61. Where the third party bus operators’ tickets are sold through the Manager’s ticket 
office, the Manager may recover a fair and reasonable proportion of the costs 
incurred in offering this service through the departure charge. 

Charges should be reviewed annually and revised if necessary 

62. The Manager should review its published departure charges on an annual basis and 
give users at least 30 days’ notice of any proposed changes. 
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APPENDIX 15.5 

Supported services—priority areas for development in guidance 

Introduction 

1. In this appendix, we set out what we consider should be the main priorities for any 
new or revised best practice guidance relating to supported services. 

2. Drawing on our analysis of supported services in Section 13, the responses we 
received to our Remedies Notice, the evidence gathered in response hearings and 
the responses to our provisional decision on remedies, we consider the following 
issues as being particularly worthy of attention in the best practice guidance: 

(a) the actions that LTAs can take in developing and retaining a competitive market 
for supported services and, as a consequence, for local bus services more 
broadly; 

(b) how to specify contracts to maximize the opportunity for effective competition; 

(c) the interaction between tendering practice and EU procurement rules; and 

(d) deregistered services and the options available to LTAs when a commercial 
service is registered (or re-registered) over the same route as a supported 
service. 

LTA actions to develop and maintain competitive bus markets 

3. In Section 13, we noted the scope for LTAs to take actions to develop and retain a 
competitive market for supported services in their local area.1

4. Following publication of our Remedies Notice, several parties brought to our attention 
a recent tender exercise run by Dorset County Council (DCC) in which DCC had 
tendered all of its public transport contracts

 We also noted that 
LTAs could use the tender process to affect competition more broadly, for example, 
by issuing tenders for a number of supported services at once in order to encourage 
entry from outside the LTA area. 

2

5. DCC had allowed a considerable degree of flexibility to bidders in how they put 
together proposals to run the contracted services. It had allocated the resulting 
contracts for five years with an option to extend for a further two. This was done to 
build a strong relationship between DCC and its transport providers as it wanted to 
work with them to improve the overall quality of transport in Dorset.

 in a single procurement exercise.  

3

6. Some Large Operators expressed support for flexible contracts of this type. Arriva

  

4 
told us that the Dorset example demonstrated the advantages of letting operators be 
imaginative about all its tendered services. FirstGroup5

 
 
1 Paragraphs 13.98–13.108 and Appendix 13.1, paragraphs 50–53. 

 considered that DCC’s 
approach was helpful and could deliver best value, so long as it complied with 
legislation and operators were given enough time to develop their bids. Go-Ahead 

2 This included contracts for other types of transport services (such as home-to-school transport) as well as public transport 
services. 
3 DCC response hearing summary, paragraphs 5 & 6. 
4 Arriva response hearing summary, paragraph 33. 
5 FirstGroup response hearing summary, paragraph 42. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110718_summary_of_remedies_hearing_with_dorset_county_council.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110630_summary_of_a_response_hearing_with_arriva__excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110623_summary_of_a_response_hearing_with_firstgroup_excised.pdf�
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said that it6 had encouraged local authorities to focus on outcomes rather than tight 
specifications when tendering contracts for bus services. ALBUM, however, was 
concerned that this type of one-off tendering exercise could deny operators the 
opportunity to enter the market for a set number of years, and might mean that those 
operators exited the area and therefore extinguished the potential for competition 
downstream.7

7. DCC told us that it had had a lot of interest from other LTAs and it saw its procure-
ment process as a pilot exercise. It said it would share its conclusions with 
colleagues in other LTAs, as well as with the DfT.

 

8

8. We were also told about recent experiences of tendering in two larger metropolitan 
areas:  

  

(a) Bristol County Council (BCC) told us it had tendered all its routes in one go in 
both 2006 and 2011, but these were placed as a series of individual tenders. It 
said the exercises had been successful and had stimulated the entry of new 
operators into the Bristol area.9 FirstGroup’s10 view was that this approach had 
not been particularly successful, as the LTA had received fewer bids than it 
expected, and FirstGroup believed that it was likely that it would cost the LTA 
more than it had hoped. BCC11

(b) By contrast, Merseytravel told us that it was not considering issuing its tenders in 
one tranche as it thought that the tendered market worked well in its area, and a 
regular flow of tenders helped to maintain competition in the market and achieve 
a reasonable number of bids per tender. It said that it was changing from five- to 
eight-year contracts so as to give operators stability.

 noted that the bids that it had received reflected 
reductions in BSOG and concessionary fare payments and operator cost 
increases.  

12

9. PTEG told us that it could see how the simultaneous tendering of large parts of a 
network could potentially lead to economies of scale and the realization of oper-
ational efficiencies and that this was one of the procurement options some PTEs had 
explored in relation to Quality Contracts. But it also noted that in some circumstances 
larger tender contracts could contribute towards excluding smaller, yet efficient, 
operators from bidding.

 

13

10. Two parties also suggested that there may be scope for LTAs to offer access to 
council-owned depot facilities to potential entrants as a way of facilitating entry into a 
local area.

 

14 PTEG agreed that this could reduce barriers to entry in the tendered 
market but said that the extent to which an LTA would wish to implement this 
approach would depend on the balance between benefits and risks.15

11. We noted that, in order to attract competition from outside its area, DCC had made it 
possible for bidders to use some of its depot facilities. In the tender documents, it had 
encouraged bidders to specify if they wanted to use these facilities and, if so, to offer 

 

 
 
6 Go-Ahead response hearing summary, paragraph 28. 
7 ALBUM response hearing summary, paragraph 28.  
8 DCC response hearing summary, paragraph 20. 
9 BCC response hearing summary, paragraphs 3, 9 & 17. 
10 FirstGroup response hearing summary, paragraph 41.  
11 BCC response hearing summary, paragraph 14. 
12 Merseytravel response hearing summary, paragraph 23. 
13 PTEG response to the provisional decision on remedies, paragraphs 9.5 & 9.6. 
14 Response to Remedies Notice: Fife County Council, p3; SEStran, p4. 
15 PTEG response to the provisional decision on remedies, paragraph 9.7. 
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a discount. DCC told us that it had done this because it knew that it was difficult for 
competitors to move into a new area if they did not have infrastructure in place.16

12. We concluded that a consideration of the types of actions that LTAs can take to 
develop and maintain competitive bus markets should be included in the best prac-
tice guidance. This guidance should reflect the diverse experiences of LTAs of 
tendering multiple contracts in a single exercise and the potential scope for using 
council-owned depot facilities to facilitate new entry. We also concluded that the 
lessons learnt from the Dorset exercise, in particular, would make a valuable case 
study for inclusion in such guidance.  

 

Contract specification 

13. In Section 13 we found that the specification of tenders could have a material impact 
on the number of bidders and on market outcomes.17

14. Based on our findings and the comments that we received in response to the 
Remedies Notice, we identified the following aspects of tender design as particularly 
meriting coverage in the best practice guidance: 

  

(a) Contract length. Our consideration of this issue is set out in paragraphs 13.64 to 
13.67. In response to the Remedies Notice, SPT18 told us that it chose to offer 
variable contract lengths where appropriate so operators could choose the most 
desirable contract length and bid accordingly. ALBUM19

(b) Risk allocation. Our consideration of this issue is set out in paragraphs 13.73 to 
13.77. In response to the Remedies Notice some LTAs

 also said that options on 
contract lengths should be encouraged. 

20 commented that 
minimum-cost contracts were not attractive because they could not afford to take 
the cost or risk associated and wanted operators to grow demand, although 
others welcomed the control these arrangements offered them, and B&NES21 
said that gross cost contracts allowed it to attract risk-averse small operators. 
TAS22 told us that the operator should take the revenue risk as it encouraged 
operators to grow the market and ALBUM23

(c) Provision of information to potential bidders. Our consideration of this issue is set 
out in paragraphs 13.78 to 13.80. In response to the Remedies Notice Rotala

 told us that the use of gross cost 
contracts in some areas was disliked by operators who felt they could grow the 
market. 

24

(d) Extent of specification of contract and non-compliant bids. Our consideration of 
this issue is set out in paragraphs 13.81 to 13.85. In response to the Remedies 
Notice, ALBUM

 
noted the variation between LTAs in the amount of information they provided on 
past performance of tendered routes. 

25

 
 
16 

 said that optional non-compliant bids should be encouraged. In 
relation to the risks of over-specification and excluding small operators, McGills 
said that many smaller operators do not have buses that meet the specification 

DCC response hearing summary, paragraph 24. 
17 See paragraphs 13.117–13.121. 
18 SPT response to Remedies Notice, Q72c, paragraph 8.5. 
19 ALBUM response to Remedies Notice, p2.  
20 Response to Remedies Notice: SPT, paragraph 8.7; City of York Council, Comment 11. 
21 B&NES response to Remedies Notice, paragraph 72(c) response, p7. 
22 TAS response to Remedies Notice, paragraph 72(c) response, p41. 
23 ALBUM response to Remedies Notice, paragraph 72(c) response, p20. 
24 Rotala response to Remedies Notice, pp10 & 11. 
25 ALBUM response to Remedies Notice, p4.  
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for many contracts in the West of Scotland. PTEG said that there could be 
advantages in making as much use of operators’ commercial and operating 
expertise as possible as part of bidding processes.26

(e) Use of points systems to assess bids. Our consideration of this issue is set out in 
paragraphs 13.86 to 13.89. In responses to the Remedies Notice, TAS

 

27

(f) Acceptance of other operators’ tickets. Our consideration of this issue is set out in 
paragraphs 13.91 to 13.96. In addition, we expect that our remedies in relation to 
ticketing (see Figure 15.1) will increase the likelihood that a satisfactory multi-
operator ticketing product is available that passengers can use on both commer-
cial and supported services.  

 told us 
that measures of quality often referred to the quality of the bid rather than of the 
proposed service. 

(g) De minimis contracts. Our consideration of this issue is set out in paragraphs 
13.109 to 13.113.  

15. We concluded that a consideration of each of these aspects of tender design should 
be incorporated in best practice guidance. 

Interaction with EU Procurement Directives 

16. In Section 13, we noted evidence that various aspects of procurement practices 
could deter operators from bidding for contracts, and that the resources needed to 
complete tender applications could disadvantage smaller operators. Some parties 
also told us that the way procurement officers assessed bids denied the local 
authority the best value and sometimes cheapest contracts.28 In response to our 
Remedies Notice, a number of parties29 further enlarged on a variety of procurement 
practices that could inhibit effective competition or the delivery of efficient or 
innovative bids, and several highlighted EU Procurement Directives, which drove 
these practices, as a possible barrier to effective tendering.30

(a) increase in paperwork and ‘red tape’;

 There were various 
aspects to parties’ concerns: 

31

(b) the risk of a ‘tick box’ mentality in evaluating bids;

 

32

(c) tension between ‘professionalization’ of procurement and industry understanding.

 and 

33

 
 
26 

 

PTEG response to the provisional decision on remedies, paragraph 9.8. 
27 TAS response to Remedies Notice, response to paragraph 72(c), p41. 
28 See paragraph 13.86 and Appendix 13.1, paragraphs 82–85 and 160–166.  
29 DfT (response hearing summary, paragraph 49), BCC (response hearing summary, paragraph 16), WAG (response hearing 
summary, p4), SPT (response to Remedies Notice, paragraph 8.8), ATCO (response hearing summary, paragraph 42), ATCO 
Scotland (response to Remedies Notice, paragraph 5), TAS (response to Remedies Notice, p41), Fife Council (response to 
provisional findings, p3), ALBUM (response to Remedies Notice, paragraph 20, and response hearing summary, paragraph 35, 
as well as pre-provisional findings hearing summary, 4 August 2010), Go-Ahead (response hearing summary, paragraph 29), 
JMP Consultants (response to Remedies Notice, p5), Arriva (response hearing summary, paragraph 34), Stagecoach 
(response hearing summary, paragraph 37). 
30 BCC (response hearing summary, paragraph 16), SPT (response to Remedies Notice, paragraph 8.8), ATCO (response 
hearing summary, paragraph 42), ALBUM (response to Remedies Notice, paragraph 72a, and response hearing summary, 
paragraph 35). 
31 ATCO (response hearing summary, paragraph 42), ALBUM (response hearing summary, paragraph 35), Fife Council 
(response to Remedies Notice, p3), Stagecoach (response to Remedies Notice, paragraph 2.5). 
32 Response to Remedies Notice: TAS, p41; ALBUM, p4. 
33 ATCO Scotland response to Remedies Notice, paragraph 5; TAS initial submission, paragraph 21.2.2; ALBUM response to 
Remedies Notice, p20; Arriva response hearing summary, paragraph 34; Stagecoach response hearing summary, para-
graph 37. 
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17. The EU Procurement Directives set out the legal framework for public procurement 
that apply when public authorities and utilities seek to acquire supplies, services or 
works, and set out procedures which must be followed before awarding a contract 
when its value exceeds set thresholds. The Efficiency and Reform Group in the 
Cabinet Office34 provides guidance35 on these procurement rules although this guid-
ance notes that the EU procurement regime is subject to change and advises that the 
guidance is not a substitute for project-specific legal advice.36

18. We noted the significant differences between LTAs in how they interpreted and 
applied EU Procurement Directives. For example, whereas some LTAs were able to 
consider non-compliant bids and were able to negotiate with operators around their 
bids,

 

37 others told us that procurement regulations meant they were unable to do 
this.38

19. We considered that there was unlikely to be much scope for changing EU 
Procurement Directives, at least in the short to medium term. We therefore con-
cluded that the emphasis for national governments and LTAs should be on working 
within this framework in a way that enabled LTAs to maximize the opportunity for 
effective competition. 

 

20. We concluded that the best practice guidance should reflect OGC guidance in 
relation to EU Procurement Directives and should focus, in particular, on how LTAs 
can work within this legal framework to maximize the opportunity for effective compe-
tition. For example, the best practice guidance should contain advice on options 
available to LTAs, within the scope of EU Procurement Directives, to avoid imposing 
unnecessary burdens on potential bidders and to consider non-compliant bids, where 
these offer cost and service advantages over compliant bids. 

De-registered services  

21. In response to the Remedies Notice, some parties raised the issue of whether to 
automatically suspend or terminate a contract if a commercial service is registered or 
re-registered over the same route as a supported service. Some LTAs expressed 
concern that operators might deregister services in the hope of receiving tendered 
support anticipating that, should they be unsuccessful in securing a contract, they 
could then re-register the service. We did not find this type of ‘gaming’ to be a wide-
spread practice.39

22. We also noted that competition could be affected and entry deterred if operators 
register a commercial service in order to prevent new tender operators becoming 
established in either the tender market or the commercial market.

  

40

 
 
34 Following an announcement on Tuesday 15 June 2010, the Office of Government Commerce (which issued existing 
guidance on EU procurement rules) is now part of the new Efficiency and Reform Group (ERG) within the Cabinet Office.  

 We considered 
this issue in Appendix 13.1, paragraphs 151 to 159. Generally, LTA practice is either 
to suspend a tendered service where a commercial registration has taken place over 
it or to cancel the contract.   

35 See OGC, Introduction to the EU procurement rules: OGC Guidance March 2008, paragraph 1.1: 
    www.ogc.gov.uk/documents/Introduction_to_the_EU_rules.pdf. 
36 OGC, op cit, paragraphs 1.2 & 1.3. 
37 See Appendix 13.1, paragraph 81. 
38 For example, BCC (response hearing summary, paragraph 16), SPT (response to Remedies Notice, paragraph 8.8) and WG 
also noted the risk that such actions would breach procurement regulations (response hearing summary, paragraph 28). 
39 See paragraphs 13.145–13.153. This issue was raised following provisional findings by Metro (WYPTE response hearing 
summary, paragraph 29), TFGM (response to Remedies Notice, p6 and paragraph 4.2.15). One operator, McGills, told us that 
it had commercially re-registered a service because the tendered service was much reduced and did nothing to complement its 
commercial services  
40 See paragraphs 13.133–13.135.  

http://www.ogc.gov.uk/documents/Introduction_to_the_EU_rules.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/11_07_15_note_of_meeting_with_bristol_city_council_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/07_spt_response_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110706_summary_of_response_hearing_with_wypte_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110706_summary_of_response_hearing_with_wypte_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/TfGM_Response_to_CC_remedies_final-excised-rhd.pdf�
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23. Oxfordshire told us that it had a different policy, stating that it did not withdraw or 
modify the subsidy contract in response to competing commercial registrations—
unless the contracted operator itself chose to withdraw, the subsidy payment would 
continue until the contract reached its normal scheduled end date (although tenders 
would not be invited for a replacement subsidized service if the commercial service 
was by then still operating). 

24. Given the diversity of approach and experience, we concluded that the guidance 
should contain advice to LTAs on the options available to them when a commercial 
service is registered (or re-registered) over the same route as a supported service. 
We also noted that the information remedy (see Figure 15.4) would provide LTAs 
with additional information about the revenue and patronage performance of 
deregistered services. This information would help LTAs form a view of an operator’s 
motivation in re-registering a route that it had previously deregistered and would help 
to inform their judgement about whether or not to continue to support the service. 
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APPENDIX 15.6 

Franchising 

Introduction 

1. In this appendix, we review the evidence relevant to the issue of whether franchising 
would be a suitable remedy to the AEC and/or customer detriment that we have 
found. 

2. The appendix is structured as follows: 

(a) In paragraphs 4 to 9, we describe the remedy option. 

(b) In paragraphs 10 to 18, we summarize the general views that we received on the 
merits of franchising as a remedy option. 

(c) In paragraphs 19 to 52, we consider issues relating to the effectiveness of area-
wide franchising as a remedy option. 

(d) In paragraphs 53 to 76, we consider issues relating to the practicability of area-
wide franchising as a remedy option. 

(e) In paragraphs 77 to 109, we consider the potential effects of area-wide franchis-
ing on market outcomes, in particular efficiency, innovation and costs. 

(f) In paragraphs 110 to 121, we consider whether selective or temporary franchis-
ing could be used as a market-opening measure. 

3. There are three annexes: 

(a) Annex A: Tender and contract design; 

(b) Annex B: The experience of franchising in London; and 

(c) Annex C: Evidence on the possible costs of implementing and operating a fran-
chise model outside London. 

Description of the remedy option 

4. Franchising involves an LTA exercising control over the design and specification of 
local bus services within its area. Bus operators compete through a tender process 
for the right to operate these services on an exclusive basis for a set period of time. 
Although there are a wide variety of franchise models used, particularly in Europe, 
they are all based on a contract type: route, area or network1 and a method of risk 
sharing: net or gross cost.2

 
 
1 Examples of area-wide contact types include: Route—Helsinki, London and Stockholm; Area—Adelaide; and Network—Lyon, 
and Dijon. We found no examples of selective or temporary franchising. 

 In general, as the unit of contract gets smaller (network to 

2 Under a gross cost contract the operator bears the operational cost risk of providing the contract with revenue risk residing 
with the authority. Under a net cost contract, both revenue and cost risks are borne by the operator. Investment risk associated 
with the assets required to fulfil the contract can reside with either operator or authority under a gross or net cost contract. 
Gross cost contracts can include quality-based incentives, eg Stockholm and London, or passenger incentives, eg Elmshorn in 
Germany. 
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route), the more detailed the specification of the contract terms becomes, increasing 
the level of input and expertise required from the LTA. 

5. Under the prevailing organization of local bus markets in the reference area (subject 
to the features that prevent, restrict or distort competition identified in our report), the 
possibility of competition is ongoing, and the timing of competitive developments are 
largely determined by the decisions of bus operators. Operators are free to choose 
their fares and services, as well as to decide whether to enter or exit a market. Such 
decisions will reflect factors such as the extent of direct competition or the threat of 
such competition, the nature of passenger demand and regulatory restrictions.  

6. In contrast, competition under a franchising system takes a very different form. The 
LTA would have a much greater role in planning networks, designing tender pro-
cesses and monitoring performance against contract. Competition takes place within 
designated bidding phases organized at given intervals by the LTA. Under franchis-
ing, the competitive process would revolve around operators attempting to outbid 
each other (by offering cheaper or higher-quality specifications) in order to win the 
tender and so the rights to provide the contract. Under certain assumptions, this 
rivalry will push prices (for a given level of service) down towards the competitive 
level.3

7. We identified two ways in which franchising could be introduced as a remedy: 

  

(a) First, area-wide franchising could be used to introduce competition ‘for the 
market’ in relation to the services included within the scope of the franchise in 
place of competition ‘in the market’. In this scenario, franchising would apply to all 
routes within a geographic area, and there would be no scope for head-to-head 
competition within this area for the duration of the franchise. Within the franchise 
area tenders may cover individual routes, a defined area within the overall area 
or the whole network. 

(b) Second, selective or temporary franchising could be used as a market-opening 
measure, aimed at increasing ‘in the market competition’ in nearby non-
franchised markets. This might be the case where a proportion rather than all of 
the routes in an area are franchised to a new entrant who subsequently enters on 
non-franchised routes in adjacent areas in competition with the incumbent 
operator.  

8. The legislative vehicle to implement a franchise model in the reference area is a 
Quality Contract Scheme (QCS).4

9. Parties told us that there was no practical distinction between a franchise and a QCS, 
with the exception that a QCS has a limited life of ten years. In contrast, a franchise, 
such as operated in London, is open-ended. We concluded that, as the QCS frame-
work already exists and respondents saw no practical distinction between a QCS and 
a franchise model, we should confine our remedy assessment to a review of franchis-
ing under the existing QCS framework. 

 We set out in our report, paragraphs 12.103 to 
12.106 and Appendix 12.1 (paragraphs 79 to 84), the QCS framework and the legis-
lative differences in relation to implementation between England, Wales and Scotland. 
No QCSs are currently in place within the reference area. 

 
 
3 The auctioning-off of monopoly rights in order to allow a competitive outcome to be achieved with only a single supplier was 
popularized in H Demsetz, ‘Why regulate utilities?’, Journal of Law and Economics, 1968.  
4 The relevant legislation in England and Wales is the Local Transport Act 2008, and in Scotland the Transport (Scotland) Act 
2001. 

http://www.legislation.gov.uk/ukpga/2008/26/contents�
http://www.legislation.gov.uk/asp/2001/2/contents�
http://www.legislation.gov.uk/asp/2001/2/contents�
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Overview of parties’ views of the suitability of this remedy 

10. The Large Operators all strongly objected to franchising. They argued that we had 
not identified a market failure which was sufficient to justify a remedy which they saw 
as equating to an appropriation of business with no compensation.5

(a) remove the incentive to innovate and invest in networks; 

 As such, the 
Large Operators considered that the proposed remedy was wholly disproportionate. 
In addition, they argued that franchising would not remedy the AEC as it would seek 
only to mitigate customer detriment. The key arguments put forward by Large 
Operators were that franchising would: 

(b) add significant costs for operators and LTAs through duplication of functions; 

(c) produce an inefficient allocation of resources; 

(d) increase barriers to entry especially for small operators; and  

(e) be subject to instability resulting from political interference. 

11. The majority of Mid-Sized and Small Operators also thought that franchising was not 
an appropriate remedy, citing similar reasons to the Large Operators.6

12. Two operators, Rotala and Go-Ahead, although opposing franchising in the context 
of our AEC finding, considered that it may be appropriate under extreme conditions; 
for example where a monopolistic operator had abused its market power

 

7 or where it 
was the only way to secure reasonable levels of bus provision.8

13. Two Small Operators, McGills and Huytons, were more supportive of QCSs: the 
former saw them as a means of stabilizing the market which would allow long-term 
planning and investment; the latter considered that they would deliver better compe-
tition and would be more beneficial to the passenger than the current deregulated 
market. 

 

14. We also noted that some operators, including Large Operators, were willing to look at 
bidding for contracts under a QCS if these were put in place by LTAs.9 One Large 
Operator ([]) told us that it had expressed an interest in one potential QCS.10 By 
contrast, another Large Operator (Stagecoach) told us that it would consider with-
drawing from areas where a QCS was enforced and it would not be attracted to enter 
an area where a QCS was on the agenda.11

15. Most LTAs from whom we received evidence argued that franchising would produce 
better outcomes for bus passengers. SPT stated

  

12

 
 
5 All respondents told us that under the 

 that in a franchise system ‘there is 
the potential for significantly better service provision, higher quality vehicles and 

Transport Act 2008 no compensation would be due if a quality contract was put in place 
and the incumbent did not win the franchise. 
6 ALBUM, for example, argued that franchising would, unless invested with considerable flexibility, represent a retreat from the 
commercial principles enshrined in the Transport Act 1985—response to Remedies Notice, comment 9, 58(a). Bluebird Bus 
and Coach was concerned that it would disadvantage small operators because of the size of contracts LTAs would offer.  
7 Rotala response to Remedies Notice, paragraph 10(a). 
8 Go-Ahead response hearing summary, paragraph 24. 
9 National Express response hearing summary, paragraph 18; []. 
10 []. 
11 Stagecoach response hearing summary, paragraphs 28–32. Stagecoach considered London, where it had recently re-
entered through the purchase of East London Bus group, to be different as London had always been a franchised market and 
the risks were clear. 
12 SPT response to Remedies Notice, paragraph 7.14. 

http://www.legislation.gov.uk/ukpga/2008/26/contents�
http://www.legislation.gov.uk/ukpga/1985/67�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/08_album_response_to_remedies_notice.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/rotala_response_to_notice_of_possible_remedies_by_cc_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110622_summary_of_a_response_hearing_with_go_ahead_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110609_summary_of_a_response_hearing_with_national_express_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110616_summary_of_a_response_hearing_with_stagecoach_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/07_spt_response_rhd.pdf�
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infrastructure, a more effective offering in areas currently poorly served, and better 
integration’. It would give LTAs the opportunity to seek a more active return for public 
sector investment and operators the certainty of revenue. In addition, there would be 
wider social benefits in terms of the environment and reduction in congestion result-
ing from greater modal shift. Fife Council told us that franchising would be welcomed 
by many LTAs as a means of stabilizing routes and fares and gaining some ‘control’ 
over levels of service.13 PTEG told us that franchising was a proven and effective 
format and that it was a legitimate response to market failure.14

16. A number of LTAs in England (SYPTE, Nexus and Metro) told us that they were 
actively considering the introduction of a QCS and were in the process of developing 
proposals for their implementation. SPT

 

15 and Cornwall Council16 also told us that 
they were considering the potential for a QCS. Cheshire West and Chester Council, 
though, told us that it saw limited benefit from franchising in its area and referred to 
the overall healthy interest of operators and dynamism of the market.17

17. There was a mixed response from other respondents. For example, Passenger 
Focus thought that franchising would be appropriate where it could be demonstrated 
that on-road competition had failed to meet passengers’ needs and improve services 
over a sustained period of time. It stated that the franchising model worked well in 
London although the evidence of how such a contractual model might work in other 
parts of the country was inconclusive.

 

18 In contrast, TAS considered that there was 
little that franchising could achieve that could not be achieved through a partnership 
approach, provided that the agreements in the partnerships were contractually bind-
ing on both parties.19 We note that Stagecoach made a similar argument with regard 
to partnerships.20

18. We also sought views on the applicability of a franchise remedy to specific local 
areas, for example PTE areas. We received a mixed response. Large Operators 
argued that no individual area was suitable for franchising. Other operators generally 
considered that franchising, if applicable at all, was no more suited to one type of 
area or another. LTAs, which included within their boundaries urban areas, tended to 
take the view that franchising could be appropriate in such areas. In contrast, a 
number of respondents, including LTAs with both urban and rural areas within their 
boundaries, argued that in some rural areas LTAs could, and in fact did, tender 
almost all the services that were operated, and that this effectively amounted to fran-
chising. 

 

Assessment of area-wide franchising as a remedy option 

19. In this section, we assess whether an area-wide franchising remedy would effectively 
address the AEC and/or resulting customer detriment. In this regard, we noted that 
the area-wide franchising model has been adopted in London21

 
 
13 

 and many other 
European cities. In addition, area-wide franchising is the model which the PTEs, 
actively considering franchising, currently propose to use. 

Fife council response to Remedies Notice, IfC 9–10, p3. 
14 PTEG response to Remedies Notice, paragraph 2.5. 
15 SPT believed that a franchise model would address some of its key concerns in delivering a ‘Step Change for Bus’ to achieve 
its Regional Transport Strategy outcome of ‘Attractive, seamless, reliable travel’—response to Remedies Notice, paragraph 7.3. 
16 Cornwall council response hearing summary, paragraph 1. 
17 Chester West and Chester council response to Remedies Notice, issues for comment 9, p6. 
18 Passenger Focus response to Remedies Notice, p8. 
19 TAS response to Remedies Notice, p31. 
20 Stagecoach response to Remedies Notice, paragraph 4.6. 
21 London operates a route tender model within the franchised area. 
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Assessment of effectiveness of franchising as a remedy option 

20. We turn first to an assessment of the effectiveness of this remedy option. This com-
prises a consideration of: 

(a) the extent to which, in principle, area-wide franchising is capable of addressing 
the AEC and/or the customer detriment we have found (paragraphs 21 to 52); 
and  

(b) the practicability of introducing area-wide franchising in the reference area 
(paragraphs 53 to 76). 

Could franchising address the AEC and/or the customer detriment that we have 
found? 

21. We did not consider that area-wide franchising could address the AEC directly as 
generally, area-wide franchising restricts and sometimes removes competition from 
within the relevant franchised area for a period of time. However, franchising is a 
mechanism that can be used to seek to improve certain characteristics of the bus 
services in an area (eg low prices, high frequencies). In area-wide franchising, this 
improvement in outcomes could be achieved through the introduction of competition 
between operators to supply bus services in an area for a period of time. In principle, 
therefore, area-wide franchising could be introduced to address the detrimental 
effects we have identified. As such, it could indirectly address the AEC. 

22. The extent to which area-wide franchising would, in practice, address the customer 
detriment we have identified will depend on the intensity of competition between 
operators to win a franchise. This will in turn depend on the incentives and opportuni-
ties open to operators to run that franchise, including the extent of barriers to partici-
pating in the process by which the franchise is awarded.  

Incentives and opportunities for operators to run the franchise 

23. The extent of competition ‘for the market’ under an area-wide franchising model is 
likely to depend on the number of operators that are able to make competitive bids. 
The greater the number of credible bidders there are, the greater the pressure on 
operators taking part in the tender to keep their own bids attractive. The following 
factors are likely to impact on the incentives and opportunities for operators to take 
part in the bidding process: 

(a) the specification and design of the franchise (paragraphs 24 and 25); 

(b) the opportunities for new entrants including smaller operators to participate in the 
bidding process (paragraphs 26 to 32); and 

(c) the market structure that results from the franchising model (paragraphs 33 
and 34). 

• The specification and design of the franchise 

24. The design of the tender process and the contracts available through that process 
will be an important determinant of the success of any franchising model in improving 
outcomes for passengers. In Annex A, we discuss the various aspects of design 
including: contract length, size, specifications, where the revenue risk lies, infor-
mation provided to the bidders and bid selection.  
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25. The relationship between different aspects of tender and contract design means that 
there will often be a trade-off associated with choosing the best contract and tender 
design, for example between designs that promote competition and those that pro-
vide operators with greater incentives to invest. In many cases, there may not be a 
single ‘best’ approach to contract design—the design that promotes most competition 
and leads to the best passenger outcomes will likely vary from area to area. For 
example, PTEG told us that the most appropriate model would depend on a large 
number of local factors, including the market structure, market size, structure of local 
buses in the surrounding area, the amount of resources available to authorities, the 
availability of key inputs (such as specialized labour, depots and vehicles) and 
demand conditions.22

• Participation of new entrants and smaller operators 

 

26. Operators argued that area-wide franchising would have a significant negative effect 
on the participation of smaller operators in local bus markets. They pointed to the 
experience in London where the market was served predominantly by the Large 
Operators. National Express argued that, given the onerous nature of the bidding 
process, it was likely that a franchise model would result in the market becoming 
more concentrated as it would become more costly for smaller operators to bid. 
Depending on the nature of the franchise (and the number of routes included in the 
tender), it was likely that operators would have to be of a sufficient size in order to bid 
for tenders, which would further disadvantage smaller operators.23

27. By contrast, PTEs told us that they were looking to ensure that smaller operators had 
access to QCSs to prevent their areas becoming concentrated in the hands of a few 
Large Operators. SYPTE told us that it was intending to break down its proposed 
QCS into a number of smaller contracts in order to keep the market open to smaller 
operators. It also intended to have some with smaller vehicle requirements so that 
small operators could, either on their own or in consortia, bid for contracts within the 
QCS.

 

24 Nexus similarly was looking at how to design contracts to foster the involve-
ment of smaller operators, for example through subcontracting.25

28. Nexus also stated

 

26 that it was looking to ensure that individual bundles of contracts 
would be attractive enough to encourage operators from outside the area to enter. It 
argued that even if the number of interested operators only widened to ten,27 it would 
be a significant improvement over the current situation. TfGM28 and Metro29

29. In 

 also 
thought that QCSs could attract operators from mainland Europe which were used to 
operating in a franchised market. 

Annex B we set out evidence in relation to London’s experience of franchising. 
London Bus Services Limited (LBSL)30

 
 
22 

 considered that competition was working well 
in London. The average number of bidders for tenders between March 2003 and May 
2011 was just under three and there were a low proportion of tenders which received 

PTEG response to Remedies Notice, paragraph 6.3. 
23 National Express response to Remedies Notice, paragraph 6.15. 
24 SYPTE response hearing summary, paragraph 23. 
25 Nexus response hearing summary, paragraph 32. 
26 Nexus response hearing summary, paragraph 32. 
27 SYPTE in its soft marketing testing in 2006 in relation to a potential QCS in Doncaster found that ten companies were willing 
to engage with it.  
28 TfGM response to Remedies Notice, paragraph 3.2.7. 
29 Response hearing summary, paragraph 43. 
30 LBSL, a subsidiary of TfL, is the authority in charge of procuring bus services in London. It plans the network, specifies 
service levels and ensures service quality, as well as taking responsibility for local transport infrastructure such as bus stops. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/pteg_response_to_pfs_and_rn_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_nx_response_to_rn_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110705_summary_of_response_hearing_with_sypte_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110628_summary_of_a_response_hearing_with_nexus_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110628_summary_of_a_response_hearing_with_nexus_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/TfGM_Response_to_CC_remedies_final-excised-rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110706_summary_of_response_hearing_with_wypte_excised.pdf�
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only one bid. The median number of bids received for a tender was also three, over 
90 per cent of tenders having received two or more bids in the period, and over one-
quarter of tenders having received four or more bids. 

30. In our report (Appendix 13.1, paragraphs 7 to 11), we looked at the number of bids 
for tendered contracts in the reference area. We noted that on average 3.6 bids per 
tender were achieved compared with LTAs’ desired number of 3.3. We also noted, 
based on ATCO 2009 Price and Competition survey (Appendix 13.1, Table 2), that 
English LTAs received on average between 3.2 and 4.5 bids, Welsh LTAs 5.6 bids 
and Scottish LTAs 2.3 bids per tender. 

31. We received contrasting views on whether Small Operators could successfully bid for 
contracts in London. Sullivan Buses (a Small Operator which operates in London) 
considered that there were at least 100 routes in London that required fewer than ten 
buses and were therefore within the reach of Small Operators. However, it thought 
that Small Operators did not bid for the routes as they: 

(a) found the process too onerous; 

(b) LBSL appeared actively to discourage Small Operators due to them being higher 
risk; and 

(c) a number of Smaller Operators had sold their businesses to larger operators.  

32. LBSL believed that the majority of Small Operators which had left the London market 
had done so as a result of the sale of their businesses. It did not consider their exit 
was a result of lack of access to finance, risk or bid complexity. However, in 2009 
only 3 per cent of routes in London were operated by smaller operators. This had 
reduced from 9 per cent in 2004. 

• Market structure  

33. The market structure that results from the introduction of a QCS into a particular area 
will depend on the franchising model chosen by the LTA. An LTA can choose to fran-
chise an entire network so that only one operator runs services within the QCS. 
Alternatively it can choose to split the QCS into different contracts covering either 
single or multiple routes which may or may not cover a defined area. Under this 
approach, several operators can provide services within the QCS but monopolies will 
still exist on particular routes or groups of routes. 

34. In London, franchising is carried out on a route-by-route basis with around 15 to 
20 per cent of contracts tendered each year. In 2009, five operators ran around 
80 per cent of London’s bus routes although no single operator had a share that was 
greater than 20 per cent. KPMG stated in its 2009 report31

 
 
31 

 that as a result there was 
a low concentration of operators across the whole of London but there was high 
concentration in specific areas. LBSL told us that it monitored the geographical 
spread of operators to ensure sufficient overlap to achieve competitive outcomes 
from its tenders and that provisions in the bid selection criteria served to protect the 
extent of concentration in the market.  

London Bus Services Limited—An independent strategic review of the provision of bus services in London, KPMG LLP, July 
2009. 

http://www.tfl.gov.uk/assets/downloads/corporate/Item05-Independent-Bus-Review-July09.pdf�
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• Conclusions on opportunities and incentives for operators 

35. In general, area-wide franchising leads to a monopoly on franchised routes. As a 
consequence, operators have few (if any) opportunities to compete during the fran-
chise term. The focus of competition in area-wide franchising will be between oper-
ators to win tenders.  

36. LTAs have the ability to facilitate competition at the tender stage through tender 
design. We would expect to see some competition for area-wide franchises as evi-
denced by: PTEs’ market testing; the average number of bids for supported services 
currently achieved by LTAs of 3.6; and LBSL receiving an average of three bids per 
tender in the London market.  

37. LTAs will also be able to influence the number of operators within a franchised area, 
by means of the approach they take in designing the tender process. It is for the 
LTAs to set the conditions of the tender, and we note that in London, for example, 
LBSL monitors the geographic spread of operators to ensure competitive outcomes 
from its tenders. 

38. We noted the evidence from London that smaller operators have over time moved 
out of the market. However, it is not clear that franchising necessarily leads to the 
exit of smaller operators. In addition, we noted that PTEs are keen to structure fran-
chises and bidding processes in a way that does not deter any category of operator.  

Barriers to entry 

39. In considering barriers to entry under area-wide franchising, we distinguish between 
barriers that may exist after the award of the franchise from those that may exist 
before the franchise has been awarded. 

40. After a franchise has been awarded, entry cannot occur. As such, there is an absol-
ute barrier to entry for the duration of the franchise.  

41. Before a franchise has been awarded, however, participation in the bidding process 
is potentially open to all interested operators. The extent of any barriers to entry at 
this stage is likely to be determined by: 

(a) the extent of costs associated with bidding (including any impact on smaller oper-
ators);  

(b) the extent of any advantages enjoyed by incumbent operators over other poten-
tial bidders; and  

(c) the extent of any difficulties faced by new entrants in obtaining access to depot 
facilities. 

• Bidding costs 

42. National Express argued that bidding costs could be very high as bidding would 
require higher levels of management resource and third party consultancy than 
current tenders due to the prescriptive nature of franchise arrangements.32

 
 
32 

 

National Express response to Remedies Notice, paragraph 6.9(a). 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_nx_response_to_rn_non_con_scissored_rhd.pdf�
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Stagecoach argued that these costs were likely to be higher for a new entrant as, if 
an operator were to bid outside its existing local area of operation, it would require 
additional staff to plan and schedule the network. 

43. National Express considered that bidding costs put an increased financial burden on 
operators with the need to absorb the costs of bidding in the event of an unsuccess-
ful bid.33 Lothian argued that this would mean only Large Operators would have the 
resources or geographical spread to enable them to bid.34 NCT put forward a similar 
argument.35 The City of Edinburgh Council (CEC) also argued that the failure to win a 
franchise could lead to localized/regional operators going out of business as they 
could not cope with the revenue loss.36 Stagecoach argued that operators would 
therefore only bid if they could expect to recover bid costs. As such, bids would have 
to include a premium to recover the costs of losing bids.37

44. Bid costs were one of a number of factors considered by operators to have a signifi-
cant effect on smaller operators. Other factors included upfront costs which may be 
beyond a smaller operator,

 

38 access to capital and parent guarantees,39 and the 
scale of operations.40

45. However, some Small Operators believed that a QCS would not lead to higher 
barriers to entry in regard to finance. Huyton Travel believed that bank finance would 
not be an issue as the contracts would last five to eight years. Sullivan Buses, a 
Small Operator which has won contracts in the London market, similarly told us that 
in London Small Operators would not have problems getting finance because LBSL 
contracts were seen as copper bottomed. LBSL also considered that Small 
Operators were able to and did bid for contracts in London. 

 

46. PTEG argued that whilst the private sector would bear the costs of bidding it would 
expect these costs to be proportional, to some extent, to turnover and expected level 
of capital investment.41 In addition, once established franchise costs for bidders may 
well be lower than the costs initially incurred due to likely economies of scale. SYPTE 
argued that bidding costs could well be lower than currently incurred in bidding for 
tendered contracts as they would be less frequent tender requests for operators to 
respond to.42

• Incumbency advantages 

 

47. In addition to the potential barriers to entry created by the costs associated with bid-
ding for a franchise, tender markets are often associated with barriers to entry related 
to incumbency advantages. In particular, in subsequent tenders, the incumbent oper-
ator may have advantages that mean that they are more likely to win the contract, 
irrespective of the quality of their bid. We note in this regard that a high proportion of 
London tenders are won by the incumbent operator (see Annex B). 

 
 
33 National Express response to Remedies Notice, paragraph 6.9(e). 
34 Lothian response to Remedies Notice, paragraph 129. 
35 NCT response to Remedies Notice, paragraph 3.82. 
36 CEC response to Remedies Notice, p3. 
37 Response to Remedies Notice, Oxera note, paragraph 2.3. 
38 Regal Busways response to Remedies Notice, p2. 
39 Go-Ahead response hearing summary, paragraph 26. 
40 ALBUM argued that even if the contracts were on an individual route basis as in London, concentration would occur over time 
as the winner of adjacent larger franchises would be better placed to bid for smaller ones at marginal cost, thereby further 
concentrating the market and dispelling future competitive pressure (response hearing summary, paragraph 27). 
41 PTEG response to the provisional decision on remedies, paragraph 15.25 and footnote 47. 
42 SYPTE response to the provisional decision on remedies, paragraph 6.12. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_nx_response_to_rn_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/lothian_buses_rn_response_non-con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_nct_response_to_rn_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_city_of_edinburgh_council_response_to_pfs_and_rn_no_sig.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/06_stagecoach_annex_20_xera_non_con.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/Regal_Busways_response_to_RN_excised_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110622_summary_of_a_response_hearing_with_go_ahead_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110621_summary_of_a_response_hearing_with_album.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/pteg_pdr_response-excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/syita_sypte_pdr_response.pdf�
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48. Two potential sources of such incumbency advantages in the context of local bus 
franchising are: 

(a) Information. Incumbents may have access to better information than other 
bidders, causing them to face relatively less uncertainty when making their bid. 
This advantage, though, will decrease over time as the LTA gains more know-
ledge of the demand and costs on the franchised routes.  

(b) Inertia and a preference for stability on the part of the organizing authority. The 
authority organizing the tender may value a stable network and be averse to the 
risk involved in changing operator. It may also view the additional costs if the 
franchise is re-tendered as too high compared with simply renewing the contract. 
As such, LTAs may favour the known incumbent, irrespective of the attractive-
ness of the other bids received. 

• Access to depots 

49. We found that in some local areas limited access to depots may increase barriers to 
entry. Such barriers to entry or expansion could remain in those areas under a fran-
chise system. If a depot is required to supply franchised services, this may reduce 
the number of operators that are able to bid. We note that KPMG identified depot 
ownership as a barrier to entry for new operators into the London market.43 An 
increase in this barrier could be offset by LTAs acquiring sites and developing depots 
to lease to franchisees. For example, in 2004 National Express was able to enter the 
London market following TfL’s investment in a new depot. Whilst this may not be 
practical under current financial constraints, the PTEs who are actively considering 
QCSs told us that they had examined the option of acquiring sites and developing 
depots to lease to new entrants.44

Conclusion on barriers to entry 

 This suggests that under a franchise model, the 
LTA has at least some ability to facilitate entry by addressing this barrier to entry.  

50. In comparison with the current deregulated bus markets, barriers to entry under a 
franchise model change from those associated with entering against an incumbent 
operator to those associated with participating in the tender process. We consider 
that at the point of the tender, barriers may be lower than under a deregulated model 
as an efficient operator does not have to contend with factors such as post-entry 
competition, network strength and cheap exclusion. However, sunk costs associated 
with the tender process will be incurred. We consider that these sunk costs are un-
likely to be recoverable and, as such, may dissuade some operators from bidding for 
contracts. In addition, some incumbency advantages may exist, particularly when a 
franchise is first put out to tender. 

51. Barriers to entry relating to access to depots may still exist but may be smaller under 
a franchising system, as the greater certainty involved in franchising may reduce the 
risk of investing in a depot, and in some instances the LTA may be able to provide 
access to a depot (although we note that this may be unlikely under current financial 
constraints). 

 
 
43 London Bus Services Limited—An independent strategic review of the provision of bus services in London, KPMG LLP, July 
2009. 
44 SYPTE told us that whilst it had considered acquiring assets and leasing these to successful bidders when it first considered 
QCS (2006), this was not now possible given current financial constraints. 

http://www.tfl.gov.uk/assets/downloads/corporate/Item05-Independent-Bus-Review-July09.pdf�
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52. We noted that the last successful new entrant (other than through acquisition) in the 
London market was NCP Challenger in 2005. This may be indicative of barriers to 
entry in a franchised market. However, we considered that these barriers may 
equally be associated with factors unique to London and as such may not be applic-
able to a franchising remedy in the reference area. 

Practicability 

53. To assess the practicability of this remedy, we examined its risk profile and the time-
liness of its implementation. 

Risks 

54. In assessing the risks associated with franchising in the UK, we compared the cir-
cumstances in which some PTEs are currently seeking to implement QCSs to the 
circumstances in which the only current franchise model in the UK (London) was 
developed and implemented. In comparing the two we note that bus provision in 
London prior to the introduction of franchising was operated by a public body 
(London Transport) whereas in the reference area bus services are provided by 
commercial operators.45

55. The evidence from the London experience (

 In addition, we note that in Europe franchising has also been 
introduced in areas where previously bus provision had been operated by public 
rather than commercial entities. The circumstances prevailing prior to a move to fran-
chising will have an effect on the different risks associated with franchise implemen-
tation. 

Annex B) suggests that franchising would 
involve a number of risks associated with its implementation outside of the London 
market. These related to: the skills and experience needed to set up and administer a 
franchise; information asymmetry; and transition risks. We consider each of these 
issues below. In addition, we discuss TUPE and pension transfers which were high-
lighted by respondents as potential risks.  

• Skills and experience 

56. Some operators argued that LTAs did not have the resource, expertise or commer-
cial understanding to operate franchise models.46 This position contrasted with LBSL 
which Go-Ahead stated had been able to retain its skill set.47 LTAs would as a conse-
quence have to buy in the requisite skills. Such skill, though, might not be readily 
available in the marketplace.48

57. PTEG argued that PTEs have significant internal resources, including many individ-
uals with direct experience of employment with major operators in the requisite skill 
areas. In addition, PTEs are experienced at network planning and design through 
existing tender work as well as other transport modes such as light rail.

 

49

 
 
45 We have included municipal operators for this comparison as commercial given that they are operated on an ‘arm’s length’ 
basis from the Local authority. 

 In addition, 
it argued that skilled staff existed within operators who could plan networks and that 
these people could be available to LTAs as a result of planning and design moving to 

46 National Express response hearing summary, paragraph 19; Bus Operator A response to Remedies Notice, comment 9; 
Go-Ahead response hearing summary, paragraph 25. 
47 Go-Ahead response hearing summary, paragraph 25. 
48 LBSL. 
49 PTEG response to the provisional decision on remedies, paragraph 15.35. PTEG gave as an example Nexus’ 2009 tender 
for the operation of the Tyne and Wear Metro service (valued at around £40 million a year).  

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110609_summary_of_a_response_hearing_with_national_express_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110622_summary_of_a_response_hearing_with_go_ahead_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110622_summary_of_a_response_hearing_with_go_ahead_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/pteg_pdr_response-excised.pdf�
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LTAs.50 91 We note in paragraph  that the PTEs did not envisage significant additional 
resource requirements to plan and administer their QCSs as they could benefit from 
synergies related to the integration of other LTA functions. 

58. The Scottish Government told us51

• Information asymmetry 

 that the tools were available in Scotland for LTAs 
to set up quality contracts. However, it considered that it would be difficult to imple-
ment a QCS in Scotland as local authorities did not have access to resources which 
would allow them to evaluate the applicability of a QCS and the ongoing risks and 
costs of implementing one.  

59. Both operators and LTAs acknowledged the lack of detailed knowledge LTAs had of 
demand, revenues and costs of commercial routes. This meant that there was a 
significant risk of mis-specification of the network at the start of a QCS.  

60. Metro argued that as it had no access to commercial data it could not make fully-
informed decisions on fares and ticketing.52 Nexus told us that it had based its fore-
casts and estimates on the best available data. However, this meant [].53 The 
position of the LTAs contrasts with LBSL which has since 1984 built up a detailed 
knowledge of its routes including the costs of operating those routes and passenger 
numbers. PTEG argued that this risk could be lessened by allowing LTAs access to 
operator data on similar lines to the CC’s information remedy in relation to tendered 
services.54 In addition, PTEG argued that most PTEs carry out a large rolling pro-
gramme of passenger surveys which provides data to enable them to estimate travel 
patterns and revenue by ticket type.55

61. PTEG also argued that LTAs’ lack of detailed knowledge of the commercial network 
made it difficult for them to demonstrate the likely benefits of and the risks involved 
with a franchise system.

 

56 It stated, though, that PTEs had in developing their pro-
posals been able to draw on the experience of London and its different regulatory, 
procurement and ownership models.57

• Transition risks 

  

62. The DfT considered that there was the potential for disruption to the network in the 
transitional period between a franchise being awarded and it commencing through 
either stalled investment and/or disruption to services.58

63. Nexus argued that one of the significant transitional risks was for incumbents to run 
down existing networks.

 LTAs and operators also 
highlighted these risks.  

59 Metro60 and SYPTE61

 
 
50 

 made similar arguments. SYPTE 
believed that any such action would decrease bus patronage and have a long-term 

PTEG response to the provisional decision on remedies, paragraph 15.37. 
51 Scottish Government response hearing summary, paragraphs 24 & 25. 
52 Metro response hearing summary, paragraph 53. 
53 Response hearing summary, paragraph 33. 
54 PTEG response to the provisional decision on remedies, paragraph 15.31. 
55 PTEG response to the provisional decision on remedies, paragraph 15.32. 
56 PTEG response to Remedies Notice, paragraph 6.11. 
57 PTEG response to Remedies Notice, paragraph 6.10. 
58 DfT response to Remedies Notice, paragraph 66. 
59 Nexus response to Remedies Notice. 
60 Metro stated that it had concerns that operators could adopt destructive tactics like deregistering services and bringing their 
worst buses into West Yorkshire.  
61 [] 
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negative effect on the bus network. However, Metro did not believe that responsible 
operators would engage in this behaviour. SYPTE also believed that national pres-
sure from Parliament and local opinion could mean that operators would not withdraw 
services due to the reputational impact this would have. PTEG argued that these 
transitional risks could be reduced by extending deregistration periods prior to fran-
chising62 and allowing them access to operator data on revenue and demand.63

64. Stagecoach argued that the transition from a commercial to a contracted regime 
would involve considerable destabilization of services if the incumbent operator was 
to be replaced with a newcomer. Go-Ahead argued that as the whole process could 
take more than two years, it might disincentivize the incumbent from investing and 
maintaining quality, leading potentially to a worse outcome for customers.

  

64 ALBUM 
argued that it would be extremely difficult to assimilate the different cultures and 
working conditions of different companies leaving a long and serious legacy of prob-
lems to resolve.65

• TUPE and pension transfers 

 

65. We were told that the application of TUPE and the transfer of pension rights pro-
visions created additional transitional risks. 

66. Operators66 told us that the applicability of the legislation would depend on the 
specific details of how each contract within a QCS was structured.67 Stagecoach 
argued that as a consequence, an outgoing operator, which had legacy Defined 
Benefit pension schemes and/or LGPSs, might have large residual liabilities with no 
direct income to support these.68 Go-Ahead argued that this would lead not only to a 
disproportionate burden on the incumbent if it could not employ the non-transferred 
employees elsewhere, but potential harm to the individuals concerned.69 ALBUM 
argued that there would be considerable pressures on lower-cost operators in main-
taining the conditions of transferring staff subject to TUPE.70

Conclusions on practicability 

 

67. We consider that there is a material risk of mis-specification of the franchise network 
in the short to medium term resulting from the change in role for the LTAs under a 
franchised model. In particular: 

 
 
62 SYPTE noted that the time period for de-registrations had been increased from 56 to 106 days in the Local Transport Act 
2008. 
63 PTEG response to Remedies Notice, paragraph 11.2. 
64 Go-Ahead response hearing summary, paragraph 26. 
65 ALBUM response hearing summary, paragraph 31. 
66 Stagecoach; Go-Ahead response to Remedies Notice, paragraph 5.7. 
67 Under the TUPE Regulations, employees who are directly linked to the local bus routes transferred under the award of a 
quality contract from one operator to another must be taken on by the new operator on the same terms and conditions and their 
liabilities will transfer to the new operator; the transferring employee’s contract of employment with the ‘former’ operator effec-
tively becomes a contract of employment with the ‘new’ operator.  
68 Stagecoach: a person transferring to a new operator by virtue of the TUPE Regulations will be entitled to the same minimum 
pension rights as a person would be entitled to following any other relevant transfer under the TUPE Regulations. This means 
that under the TUPE Regulations, the new operator would be obliged to offer the employees a statutory minimum level of 
pension provision going forward. There is no obligation to offer an occupational defined benefit scheme even where the out-
going operator provided such a scheme. However, a new operator must maintain pension promises to fund a specific pension 
which is out with an occupational scheme and participation in personal pension schemes such as Group Personal Pensions 
and must meet the costs of this. However, under TUPE there is no transfer to the new operator of certain benefits under occu-
pational pension schemes. This means that the outgoing contractor will retain the liability for benefits in respect of old age, 
death and invalidity which have accrued under their defined benefit scheme and will have no business or income to meet these 
liabilities. These will be liabilities for both transferring and non-transferring employees. 
69 Go-Ahead response to Remedies Notice, paragraph 5.7. 
70 ALBUM response to Remedies Notice, issues for comment 9, paragraph 58(f)(i). 
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(a) Skills and experience. LTAs have experience of tendering supported services but 
since deregulation they have not designed, implemented and monitored a whole 
network. PTEs stated that they had the requisite skills in-house and had experience 
of large tenders across different transport modes. We also noted that they had 
been able to use external consultants during the feasibility stage of the QCS 
process. This suggests that the risks faced by PTEs may be less than LTAs in 
general. We consider, though that there is a material risk that the initial imple-
mentation of a franchise will require additional skills on top of those LTAs cur-
rently have(even for PTEs)and that these skills may be in short supply and as 
such not readily available. 

(b) Information asymmetry. LTAs when initially specifying the network will not have 
the detailed knowledge of demand, revenues and costs of commercial routes 
which operators use to plan and operate their networks even taking into account 
the extent of knowledge LTAs acquire passenger surveys and forums. 

68. An LTA could over time build up the skills and knowledge of networks and routes it 
needs to run a franchise system, as demonstrated by LBSL. However, we noted that 
LBSL had a number of specific advantages in operating its franchise model—for 
example, it had retained the network planning function following privatization, and 
had detailed information about network performance—which LTAs would not be as 
well placed to replicate within a short period of time. 

69. There are also transitional risks associated with the potential for network disruption 
during the transitional period between a franchise being awarded and it commencing. 
These were noted by both operators and LTAs. In addition, incumbent operators may 
be subject to potentially large financial risks, if they do not win the contract.  

70. We concluded that these risks were individually material and were likely together to 
present significant practical difficulties for LTAs (including PTEs) in successfully 
implementing an effective franchise model. As a result, we consider that these risks 
in the context of our remedy consideration could detract from the effectiveness of 
franchising as an option and add to the timescale over which franchising might be 
expected to deliver improvements in outcomes. 

Timescale over which franchising could be implemented 

71. The timeliness of the implementation of its remedies is an important factor in the 
CC’s consideration of remedies.  

72. Currently there are no QCSs in operation within the UK. As a result, there is no 
precedent in relation to the time it would take to implement one. Go-Ahead con-
sidered that it might take more than two years to set up a QCS.71 Nexus considered 
that it would take around [] years.72

 
 
71 

 We noted that a number of PTEs had been 
actively considering implementing schemes for a number of years (eg SYPTE started 
looking at introducing a QCS in Doncaster in 2006) and have developed feasibility 
studies. As such, the period to implementing a QCS in these areas may be shorter 
than the above estimates. [], for example, told us that []. 

Go-Ahead response hearing summary, paragraph 26. 
72 Nexus Feasibility study findings report []. 
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73. In relation to implementing a QCS in Scotland, we noted that first it might be difficult 
for LTAs to meet the requirements for their introduction,73 and secondly it may 
require changes to the Transport (Scotland) Act 2001 to align it with the 2008 Local 
Transport Act in England to enable QCSs to be implemented.74

74. We also noted that LTAs considered that as Large Operators were opposed to QCSs 
there was an expectation that a legal challenge would be mounted against at least 
the first QCS. This, they considered, would add additional time and risk into the 
implementation process.  

  

Conclusions on timeliness 

75. We consider that the lack of any QCS in operation, which could be used to evaluate 
respondents’ estimates of the time frame for implementation, means that there is a 
high degree of uncertainty around whether a franchise remedy could be implemented 
in a timely manner. We also note that franchising may take longer to introduce in 
Scotland than in the rest of the reference area as a result of legislative differences.  

Conclusions on the practicality of introducing area-wide franchising 

76. The evidence of franchising in London indicates that franchising is in principle a prac-
tical alternative to competition ‘in the market’ and could be made to operate success-
fully. However, we also noted that in implementing the remedy there are material 
risks and challenges which were not faced by LBSL when it moved from a publicly-
owned to a franchised model over a number of years. In particular, there are material 
practical risks in implementing the remedy associated with network specification and 
the transition from a deregulated to a franchised model. In addition, there is a high 
degree of uncertainty in relation to the timing of any QCS scheme. As such, we con-
cluded that there is a significant overall risk associated with appropriately specifying 
and implementing a franchise which were likely to detract from its effectiveness and 
that the benefits of this remedy option would be unlikely to accrue in the short to 
medium term.  

Market outcomes 

77. We examined the arguments put forward in relation to the impact of franchising on 
market outcomes and in particular the extent to which franchising would reduce the 
customer detriment identified and/or lead to additional costs. The extent of compe-
tition that arises in a franchising system will play an important role in determining 
outcomes. The more active competition to win the franchise is the better services 
passengers will experience and the more value for money the authority will achieve. 
Based on the submissions we received, we considered that the main factors deter-
mining whether outcomes would improve or deteriorate under franchising related to: 
the efficiency of the resulting bus network; the cost of service provision; and the 
degree of innovation. These issues are discussed in order below. 

Network efficiency 

78. Many LTAs put to us that an advantage of a franchising model was that a single 
authority might be able to take better account of passenger demand than individual 

 
 
73 Passenger View Scotland response hearing summary, paragraph 12. 
74 SEStran, response hearing summary, paragraph 23. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110715_summary_of_a_response_hearing_with_passengers_view_scotland.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110719_summary_of_response_hearing_with_sestran.pdf�


 

A15(6)-16 

local bus operators separately would when they were specifying the network.75 LTAs 
argued that having control of the bus network would enable them to increase patron-
age through: taking into account externalities between different routes and different 
transport modes related to network travel; providing better network coverage; provid-
ing stable and coordinated timetables; providing integrated ticketing, and simplifica-
tion of fares structures; and avoiding over-bussing. Metro, for example, estimated 
that it could save around £2 million a year through a reallocation of buses between 
routes whilst not diminishing the overall service and enhancing frequencies on the 
other routes.76 Nexus stated that a fundamental aspect to achieve this network 
efficiency was the ability to cross-subsidize between routes.77

79. LTAs argued that bus operators were driven by shareholder concerns, which in the 
absence of competition may lead to short-term decision-making resulting in cutting 
costs and the withdrawal of services to the detriment of the customer.

 

78 In a similar 
context, the NAO considered that in London, LBSL being responsible for the bus 
service had a greater incentive to ensure reliability and punctuality than operators 
had in the deregulated market based on profit incentives.79 PTEG argued that as 
PTEs were publically accountable bodies they had to operate in a clear and trans-
parent way in their decision-making and would also have to justify that they were 
meeting the statutory public interest criteria.80

80. PTEG argued that PTEs were already customer focused and able to respond effec-
tively to changes in passenger demands as they had a customer facing role interact-
ing directly with passengers in areas such as complaints. In addition, PTEs coordinate 
and are represented on all passenger forums and attend council and other local 
meetings at which passenger concerns are raised.

 

81

81. PTEG argued that franchising would lead to improved outcomes in terms of a better 
alignment with wider social objectives and the consideration of externalities through a 
greater control of public expenditure.

   

82 The DfT also considered (provided that some 
of the higher bus patronage was reflected in lower levels of car trips and car traffic) 
that there would be wider external benefits to society in the form of lower congestion 
and better environmental outcomes.83

82. In contrast, ALBUM argued that as franchising removed the direct interaction between 
passengers and operators, LTAs would have less information than operators had on 
passenger demand and vehicle specifications. This, it argued, might cause them to 
specify levels of services which were less efficient than those that would be chosen 
by operators.

 

84

 
 
75 For example, SPT stated that a franchise model provided the opportunity for an LTA to have greater control over the network 
in its area and thus the ability to design and deliver a network which would meet demand most effectively (

 Stagecoach similarly argued that under a QCS, the dynamic of com-
mercial conditions (which allowed operators to identify and serve demand in the 
knowledge that if they failed to deliver, others may enter and do so) would be lost. 

response to 
Remedies Notice, paragraph 7.14). 
76 Metro response hearing summary, paragraph 47. 
77 Nexus response hearing summary, paragraph 30. 
78 Nexus, response hearing summary, paragraph 29; Metro response hearing summary, paragraph 6. 
79 National Audit Office, Delivery chain analysis for bus services in England, 2005. 
80 PTEG response to provisional decision on remedies, paragraphs 15.40 & 15.41. 
81 PTEG response to provisional decision on remedies, paragraph 15.38. 
82 PTEG response to Remedies Notice, paragraph 6.2. 
83 DfT response to Remedies Notice, paragraph 65. 
84 ALBUM response to Remedies Notice, issues for comment 9, paragraph 58(f)(iii). 
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The DfT also considered that one of the potential negative effects of franchising was 
the reduced ability of bus operators to respond to changing market conditions.85

83. In addition, operators argued that franchising may result in: 

 

(a) the franchise being operated by the operator with the greater resources and abil-
ity to cross-subsidize, rather than the most efficient operator;86

(b) a general increase in price, or a reduction in service levels, to offset the internal-
ized cross-subsidy from profitable to less profitable/loss-making routes;

 

87

(c) market distortions where regional and inter-urban routes overlap with the fran-
chised route/area; franchising would prevent non-franchised services picking up 
passengers on the franchised element of the route removing a potential choice of 
service from passengers by eliminating this competition;

 

88

(d) the inefficient allocation of resources as a result of service provision being influ-
enced by political rather than economic considerations.

 and 

89

84. Stagecoach considered that inefficiency would occur through the complex and 
lengthy procedure to vary contracts

 

90

85. Stagecoach also considered that the patronage growth experienced in London was 
driven by a number of factors including a significant increase in subsidy. It believed 
that unless the LTAs incorporated similar increases in subsidy in their QCSs, there 
was no reason why QCSs would necessarily increase passenger numbers. 

 and the possibility of subcontracting which 
would lead to increased costs through ‘enforced inefficiency’. 

86. We noted that in relation to contract variations, LBSL told us that it made a large 
number of changes to contracts and had the flexibility within its contracts to react to 
demand changes. However, an LTA ([]) told us that under the current legislative 
framework for QCSs it would [].91 PTEG also argued that legislation should be 
improved to allow greater flexibility in terms of making variations during the contract 
period.92

87. PTEG in its response to the provisional decision on remedies argued that legislation 
allows for services to be excluded from a QCS scheme and for clearance certificates 
to be granted for new services. These powers it argued facilitated the continued 
operation of commercial services such as inter-city services within a QC area. It also 
stated that evidence for a number of European countries showed that different regu-
latory and competitive schemes could work effectively side by side within an area.

 

93

 
 
85 

 

DfT response to Remedies Notice, paragraph 66. 
86 National Express response to Remedies Notice, paragraph 6.13. 
87 Stagecoach response to Remedies Notice, paragraph 4.7. 
88 National Express response to Remedies Notice, paragraph 6.6(c). 
89 For example, ALBUM stated that whether the network offered was self-sustaining or not, it was part of a wider political pro-
cess which might mean that bus service provision was cut to maintain other local authority activities which had at that time a 
high political priority (response to Remedies Notice, issue comment 9). 
90 Stagecoach argued that the experience in London had shown that it could take up to six months to agree variations. 
91 [] 
92 PTEG response to Remedies Notice, paragraph 11.2. 
93 PTEG response to provisional decision on remedies, paragraphs15.18 & 15.20. 
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Costs 

88. A franchising system can lead to various additional costs, accruing to both LTAs and 
operators.94

89. ALBUM

 

95 argued that a franchise system would lead to an overall higher level of 
costs. National Express argued that LTAs would have to buy in the requisite skills to 
plan and operate franchises as LTAs did not have all the necessary skills in-house. 
National Express argued that these additional costs would ultimately be reflected in 
higher prices.96 In addition, LTAs’ costs would increase as a result of the additional 
functions they would be undertaking.97

90. Stagecoach also argued that an operator’s costs would need to be underwritten by 
the LTA under a gross costs franchise model as the operator would have no control 
over the level of supply, price and quality. Consequently, this would lead to either 
increasing costs to the LTA over the contract term (as the operator would have little 
incentive to maintain tight cost control as costs would be passed through to the LTA) 
or to a significant cost risk premium incorporated in the operator’s tender price. 

 Stagecoach argued that operators’ costs 
would not decrease as a result of a change to franchising as they would still need 
schedulers to plan service delivery as well as monitoring compliance, effectively 
duplicating LTA functions. 

91. PTEs told us that they had estimated initial set-up costs for the proposed QCSs at up 
to £1 million each and additional costs of operating each QCS at less than £1 million 
per year (see Annex C). They told us that many of the additional staffing require-
ments could be met from within the existing PTE structure98

92. Nexus considered that as the responsibility for route planning was being transferred 
to the LTA, there might be a reduction in operator costs which would lead to lower 
tender prices.

 and that costs could be 
absorbed by a reduction in operators’ returns as well as synergies through the inte-
gration of other LTA functions such as the management of supported services, econ-
omies of scale in network design and planning and rationalization of the fragmented 
tendering process. 

99

93. In 2003, the DfT commissioned TAS to carry out a study into the cost of replicating 
the London model in the English PTEs. TAS estimated that it would cost the PTEs as 
a whole an additional £31 million a year to implement the London procurement and 
support package

 

100

 
 
94 The DfT considered that for LTAs some of the key costs associated with a move to franchising were: the costs of designing; 
tendering; implementing and administering a franchised scheme; and ensuring that there was adequate capacity and capability 
at the local authority level to implement a franchised model. There would also be costs incurred by bus operators and local 
authorities in meeting their obligations under the franchise model they had entered into. (

 and a further £350 million a year to implement full London  
 

Response to Remedies Notice, 
paragraph 66.) 
95 ALBUM response to Remedies Notice, issue for comment 9, paragraph 58(f)(ii). 
96 National Express response hearing summary, paragraph 19. 
97 These included: market research; assessment and network planning (including to employ network planners and schedulers 
to design the contract specifications); the cost of managing the bidding process; and the costs associated with monitoring a 
franchisee's performance. 
98 Nexus response hearing summary, paragraph 28. 
99 Nexus, QCS feasibility study findings, paragraph 6.14. 
100 London support package includes the cost of the PTEs taking over the entire management of their respective networks so 
that operators would simply be contractors providing vehicles (plus maintenance) and drivers. This includes the London pro-
curement regime plus additional publicity, consultation, monitoring, on-street control and performance management (see 
Annex 2). 
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Standards101—a total of £381 million a year (at 2003/04 prices).102

94. A review of the performance of LBSL compared with other world cities by Imperial 
College London in 2009 for KPMG

 We consider that 
TAS’s estimate for the London procurement and support package is the best com-
parator as the Full London Standard includes additional funding on specific London 
policies. These may be replicated by the PTEs in their schemes but they are them-
selves not an inherent feature of a QCS. However, we note that these figures were 
compiled in 2003, they do not take account of potential synergies within LTAs and 
TAS was not able to estimate a figure for individual PTEs based on their existing 
infrastructures. 

103 showed that London was an above average to 
good performer, particularly in terms of cost efficiency. KPMG104 also found that 
LBSL’s tender process was effective and relatively low cost for both operators and 
LBSL. In addition, the NAO in 2005 argued that LBSL had been effective at keeping 
costs down through the way it designed its tendering system.105

95. LBSL told us that its staff numbers and costs appeared high primarily because of the 
political structure of Greater London, which meant that it had 33 local authorities to 
liaise with over planning and network changes. It also employed people on marketing 
and other initiatives which, it argued, were discretionary and not intrinsic to franchis-
ing. LBSL told us that the actual number of people running London’s franchise and 
contracting system was small.  

 

96. We noted in our review of PTE financial estimates that all the PTE models are based 
on the assumption that passenger numbers will be higher relative to what would 
occur under the status quo. All the PTEs’ estimates are predicated on the idea that 
they could design more efficient bus networks in their areas, given their ability to take 
into account other modes and the network of routes.106

Innovation 

 The proposals of Nexus and 
South Yorkshire include []. Metro’s proposal includes []. 

97. Operators argued that a franchising system might deter investment in both product 
and route innovation. This could occur because such innovation might be stifled by 
either: 

(a) the terms of the franchise contract which could remove operators’ incentives to 
provide standards or services outside of the terms of the contract;107

 
 
101 London Standards includes the cost of the London support package plus the cost of increased services, lower fares and 
improvements to fleet standards (see 

 and/or 

Annex 2). 
102 £381 million represents the increase to full London Standards from the adjusted 2003/04 spending figure. (Table 11, p41, 
Lessons from London, A Report to the DfT, May 2003, TAS.) The 2009 Cabinet Office Strategy Unit report An analysis of 
Urban Transport quotes the total figure from the DfT report at £450 million. The Cabinet Office report has viewed TAS’s figures 
as additive. The TAS report figures are, though, inclusive, ie the full London standard figure includes the London procurement 
and the London support package figures. The Cabinet Office figure is pre the adjustment from 2002/03 spending to 2003/04 
whereas the £381 million is post this adjustment. 
103 London Bus Services Limited—An independent strategic review of the provision of bus services in London, KPMG LLP, July 
2009. 
104 ibid. 
105 National Audit Office, Delivery chain analysis for bus services in England, 2005. 
106 One of the key public interest criteria that an LTA must make in demonstrating its case for franchising is that ‘the proposed 
scheme will result in an increase in the use of bus services (also to be understood as a reduction in the rate of decline 
previously observed). PTEG, response to provisional decision on remedies, paragraph 15.14. 
107 Stagecoach response to Remedies Notice, paragraph 4.7; National Express response to Remedies Notice, paragraph 
6.6(b). 
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(b) uncertainty on the part of the operator that it would see a return on any invest-
ment it made either through, not winning a retender108 or the contract not being 
long enough at commencement.109

98. ALBUM thought it was possible to have a franchising solution which allowed for inno-
vation. It noted that in London the introduction of the congestion charge had led to a 
large increase in the number of services. However, it also noted that there had been 
a large amount of investment in London and London’s main routes had not changed 
significantly over the years.

 

110

99. LBSL told us that as a result of London being a franchised market it was able to 
implement network-wide initiatives such as Oyster card as well as adjust its network 
to customer demand through service alteration. We also noted that all the PTE-
proposed QCSs included the introduction of new products such as smart ticketing, 
real time information and integrated ticketing. 

  

Conclusion on market outcomes  

100. Our assessment of the effect of a franchising remedy on market outcomes needs to 
be performed in the context of how well the current deregulated market is operating. 
The key assumption behind operators’ arguments is that the deregulated market is 
functioning well. In our report, we found that competition in the supply of local bus 
services in a relevant market (whether defined as a flow or as a wider local area) is 
prevented, restricted or distorted where a combination of features is present. 
Because of this, even if they are not optimal, in some instances the passenger out-
comes under a franchising model may be more favourable than those which currently 
arise under the current deregulated market.  

101. Area-wide franchising has the potential to deliver improved customer outcomes 
through the ability of an LTA to deliver services such as integrated ticketing and fare 
structures across an entire network. Franchising can also lead to greater stability 
within a network and facilitate effective inter-modal connectivity in complex multi-
modal networks. In addition, it can provide wider socio-economic and environmental 
benefits through the LTA’s ability to take account of externalities when planning the 
network.  

102. However, franchising has a number of potential disadvantages. These include: the 
lack of direct contact between the LTA and the passenger which may reduce the 
responsiveness of the network to changes in passenger demand (although this may 
be less of an issue in PTE areas); the most efficient operator not winning the con-
tract; the network itself being inefficiently specified; and the potential for market dis-
tortions between inter- and intra-urban services.  

103. LTAs will incur additional costs as a result of a move to a franchise system, especially 
in relation to network design, monitoring and bidding. The PTEs estimated that these 
additional costs would not be large with initial set-up costs for the proposed QCSs at 
up to £1 million each and additional costs of operating each QCS at less than 
£1 million per year. The extent of such cost increases will, though, be dependent on 
the complexity of the network and the contracts implemented. TAS’s research in 
2003 estimated a range for the additional costs (excluding synergies) of between 

 
 
108 FirstGroup response hearing summary, paragraph 37. 
109 National Express response to Remedies Notice, paragraph 6.13(c). 
110 ALBUM response hearing summary, paragraph 30. 
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£1 million and £5 million a year (at 2003 prices) per PTE dependent on the level of 
administrative infrastructure PTEs already had.  

104. PTEs believed that operator costs would not increase as a result of the move to 
franchising. We consider that the fundamental nature of operators’ cost in running a 
bus operation will not change under a franchise model. However, there will be a shift 
of resource to initial tendering and then monitoring of performance against contract 
specifications. As a consequence, the level of operators’ costs will be dependent on 
the complexity of the contracts and in particular the incentive structure of those con-
tracts. In addition, the contract specification may mean that there is duplication of 
functions such as monitoring by LTAs and operators which would be likely to 
increase the overall costs of both parties.  

105. We consider that issues relating to cost and also who bears the risk in a franchise 
model can be addressed through contract design. This would ensure that all parties 
have adequate incentive to maintain tight cost control whilst ensuring that no party 
bears undue risk. However, issues of information asymmetry (see paragraphs 59 to 
61) and the one-off nature of the tenders (compared with LBSL repeated game 
tender scenario) may mean that operators’ required returns in the short to medium 
term will be above those they currently achieve in London. 

106. In relation to innovation, we consider that, although it is plausible that franchising 
deters innovation, it should be noted that innovation can be recognized in the con-
tract selection process, and so the investment incentive could be retained in this way. 
Indeed, by coordinating systems and specifying requirements of, for example, smart 
ticketing in their minimum specification, authorities may be able to foster innovation 
that might not take place under a deregulated system. 

107. However, we consider that identifying and implementing the optimal tender and con-
tract design is likely to be a complicated process. It may take a number of iterations 
to achieve the best possible tender and contract designs. As such, any move to a 
franchising model is likely to be accompanied by material risks in the transition 
period, as the model is developed. 

108. The evidence we have seen on outcomes in the franchised London market is not 
conclusive due to the unique set of circumstances that has underpinned passenger 
growth in London in the last ten years. We noted that the franchising model has 
enabled LBSL to introduce innovations such as the Oyster card and to implement 
various social and economic policies which are beyond our remit. We also noted that 
the level of subsidy in London was substantially higher than that observed elsewhere 
in Great Britain. 

109. We concluded that, compared with the current deregulated market, area-wide fran-
chising has the potential to address customer detriment and improve market out-
comes in some circumstances, but that it is also likely to increase costs. An important 
determinant of the likely balance between costs and benefits is the extent to which 
the LTA is able to overcome the practical challenges associated with moving to a 
franchising model and thereby achieve an effective contract specification and vigor-
ous competition for the franchise. 

Selective or temporary franchising as a market-opening measure  

110. We now turn to an assessment of whether selective or temporary franchising of 
routes could be used as a market-opening measure.  



 

A15(6)-22 

111. Selective franchising would involve an LTA issuing a competitive tender for the 
exclusive right to run local bus services on a subset of routes in an area, while allow-
ing competition to take place on other routes within the area. Temporary franchising 
would involve an LTA issuing a competitive tender for the exclusive right to run bus 
services on some or all routes within an area for a limited period, after which compe-
tition would be permitted on previously franchised routes. 

112. We are not aware of any LTAs which are currently considering selective or temporary 
franchising. We noted in Section 13 that LTAs could play a significant role in promot-
ing new entry by their actions as a purchaser of supported services. A number of 
respondents noted that, in some rural areas, LTAs could and did tender almost all the 
services that were operated and that this effectively amounted to a form of franchis-
ing. Selective or temporary franchising would go further than this in two ways by 
including commercially viable routes within the scope of the contract and/or by 
restricting the ability of other operators to run services on the franchised routes for 
the period of the franchise. 

Responses 

113. The majority of respondents believed that selective or temporary franchising would 
result in market distortions.  

114. Arriva111 and ALBUM112 argued that it would create competition asymmetries as the 
existing operator would not be able to compete with the franchisee on the franchised 
routes but the franchisee would be able to compete with an existing operator on de-
regulated routes. Go-Ahead argued that it would not open the market as the fran-
chisee would be likely to focus on ensuring that it was meeting the franchise targets 
rather than expanding on to other parts of the network.113 National Express believed 
that it would fragment the existing network and thereby reduce customers’ benefits 
associated with network effects.114

115. A number of operators

 

115 thought that LTAs were likely to choose the most profitable 
routes to franchise. This would leave the incumbent, if it was not the franchisee, with 
the less profitable routes reducing its ability to compete on its retained routes and 
possibly leading to its exit from the market. A number of respondents also noted 
practical issues with the interaction between franchised and non-franchised routes 
principally relating to ticketing and how prices were to be set.116 Rotala considered 
that apart from very individual service types, such as park and ride, it was difficult to 
see how competing services could be a mixture of franchised and non-franchised 
arrangements.117

116. However, SEStran thought selective or temporary franchising could stimulate new 
entrants to a market which was dominated by one operator through the tendering of 
specific busy commercial routes within a larger local network.

  

118

 
 
111 

 NCC considered that 

Arriva response hearing summary, paragraph 25. 
112 ALBUM response hearing summary, paragraph 28. 
113 Go-Ahead response hearing summary, paragraph 26. 
114 National Express response to Remedies Notice, paragraph 6.13(d). 
115 Arriva response hearing summary, paragraph 25; ALBUM response hearing summary, paragraph 28. 
116 Lothian, for example, argued that routes might extend beyond franchised areas into non-franchised areas, but the restric-
tions on the franchised portion of the route would mean that the operator was not able to respond to market forces on the non-
franchised portion of the route. The effect of the franchise would thus be to make competition less effective outside the fran-
chised area. (Response hearing summary, paragraph 22.) 
117 Rotala response to Remedies Notice, paragraph 10(e). 
118 Sestran response hearing summary, paragraphs 21 & 22. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110630_summary_of_a_response_hearing_with_arriva__excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110621_summary_of_a_response_hearing_with_album.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110622_summary_of_a_response_hearing_with_go_ahead_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110609_summary_of_a_response_hearing_with_national_express_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110630_summary_of_a_response_hearing_with_arriva__excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110621_summary_of_a_response_hearing_with_album.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110719_summary_of_response_hearing_with_Lothian_buses_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/rotala_response_to_notice_of_possible_remedies_by_cc_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110719_summary_of_response_hearing_with_sestran.pdf�


 

A15(6)-23 

the tram in Nottingham was effectively a quality contract on a number of corridors 
with buses free to compete on sections of the route.119

Conclusions on the suitability of selective or temporary franchising as a 
market opening measure 

  

117. We considered that selective or temporary franchising had the similar advantages 
and disadvantages as area-wide franchising in relation to market outcomes as set 
out in paragraphs 100 to 109. We also considered that selective or temporary fran-
chising could contribute to addressing the AEC in local bus markets by providing the 
operator, to which a franchise was awarded, the ability to achieve critical mass and 
thereby provide a basis to compete with operators near the franchised routes. This 
could increase the scope for potential competition on the non-franchised routes, 
which in time could develop into actual competition. At the end of the franchise 
period, there may be scope for potential and/or actual on the franchised routes. 

118. However, selective or temporary franchising is unlikely to constitute a comprehensive 
solution by itself, as the scope for potential competition would not necessarily trans-
late into an increased competitive constraint, unless the other barriers to competition 
that we have found were also effectively addressed. 

119. Selective or temporary franchising faces similar issues in terms of practicability to 
area-wide franchising. In addition, LTAs would need to consider which routes out of a 
network to put in to the franchise and the likely commercial impact on the network of 
those operators which are currently operating the routes in question. 

120. In terms of market outcomes, selective or temporary franchising would have the 
potential benefit, relative to area-wide franchising, of allowing competition to take 
place outside the franchised routes. However there are also additional risks of 
creating distortions as a result of asymmetries in the competitive position between 
the franchise operator and nearby commercial operators. 

121. We therefore concluded that selective or temporary franchising was a relatively high-
risk remedy that was unlikely to result in an improvement in market outcomes. 

 
 
119 NCC response hearing summary, paragraph 22. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/110713_summary_of_a_response_hearing_with_nottingham_city_council_excised.pdf�
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ANNEX A 

Tender and contract design 

1. In this annex, we discuss issues relating to the design of tenders and contracts. 
Tender and contract design play a crucial role in determining the extent of compe-
tition and the passenger outcomes that are achieved within a given franchising 
system. In paragraphs 13.61 to 13.89, we discussed how tender design was likely to 
affect competition in the market for supported services—similar issues are likely to 
arise in the context of franchising models. Some examples of the aspects of tender 
and contract design which will impact upon how successful a tender is at generating 
competition between bidders and achieving benefits for passengers are: 

(a) Contract length. Longer contracts may attract more operators if they provide 
greater certainty. They also serve to reduce the frequency with which costs 
involved in running the tender must be incurred. There is a trade-off, however, as 
longer contracts will reduce the frequency of competition in the market, and so 
the ability of authorities to ensure that they are receiving value for money. In 
addition, longer contract durations are more likely to lead to specifications which 
are unable to adapt to changes in market conditions, and will give authorities less 
power to discipline any opportunistic behaviour on the part of the incumbent. 
Market testing undertaken by LTAs indicated that operators needed contracts 
with a minimum length of around seven years to enable them to achieve a return 
on capital investment. With a QCS limited to ten years, which acts as an upper 
limit, the flexibility an LTA has over contract length is restricted. 

(b) Contract size. The greater the number of local bus services included in the 
tender, the larger the base across which the costs of bidding and monitoring 
contracts will be spread. Similarly, larger contracts imply more scope for invest-
ment and interworking. On the other hand, larger contracts may deter smaller 
operators from bidding, reducing the extent of competition in the tender. 

(c) Revenue risk. If the revenue risk is taken by the operators, then they are more 
likely to be incentivized to ensure that the network is efficiently specified, and to 
make investments in order to attract more passengers. On the other hand, evi-
dence presented in paragraphs 13.73 to 13.77 of our report suggests that requir-
ing operators to take the revenue risk may deter smaller operators—which are 
perhaps less able to bear financial risk—from bidding. 

(d) Specification. The greater the extent of specification in a contract (eg minimum 
requirements covering the services to be run, the fares to be charged, the 
vehicles to be used etc), the easier it will be for the authority to compare bids and 
identify the most competitive. A greater degree of specification will also reduce 
the scope for opportunism on the part of the winning operator. However, 
additional contract requirements may reduce the extent to which operators are 
able to innovate or use their own knowledge of market conditions in order to 
provide the most efficient service. It may also deter certain types of operators—
which specialize in non-standard services—from bidding.  

(e) Bid selection. The processes used by authorities to select the winning bid will 
determine whether or not the most competitive offer is selected, and so the value 
for money achieved by the tender. If the criteria are particularly obscure, they 
may discourage bidding. 
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(f) Information. The amount and type of information provided by the authority is likely 
to be crucial in determining the extent of uncertainty experienced by operators 
considering bidding for a contract, and so their likelihood of making a competitive 
bid. 
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ANNEX B 

The experience of franchising in London  

Introduction 

1. A full assessment of the effectiveness and financial performance of the London 
market is outside of the scope of this market investigation. Nevertheless, considering 
how competition is working in London is informative when considering the potential 
for a franchising remedy to address the AEC we have found or its detrimental effects 
on customers in the reference area. In this annex, we describe first the background 
to the franchising model in London, before looking at competition and passenger 
outcomes.  

2. This annex draws principally on: the views of LBSL; KMPG report, Independent 
strategic review of the provision of bus services in London, 2009 (KPMG report), and 
National Audit Office, Delivery chain analysis for bus services in England, 2005 (NAO 
report).  

Background 

3. Unlike the rest of Great Britain, buses in London are provided under a franchise 
system.1

4. Prior to 1984, bus provision in London was the responsibility of London Transport 
and operated by that organization in the public sector. Outsourcing of local bus ser-
vices in London began in 1984 with the London Regional Transport Act. Competitive 
tendering has been gradually introduced since then, with half of the network being 
put out to tender by the mid-1990s. By the end of 2000, all routes in the London 
network were provided privately under contract to London Transport (which became 
TfL in 2000).  

 LBSL (a subsidiary of TfL) is the authority in charge of procuring bus ser-
vices in London. It plans the network, specifies service levels and ensures service 
quality, as well as taking responsibility for local transport infrastructure such as bus 
stops. In total, LBSL contracts out approximately 700 local bus routes in the Greater 
London area. 

5. The form of the contracts used in London has changed over the period since 1984. 
Initially, contracts were issued on a gross cost basis, with LBSL taking the revenue 
risk. From 1995, net cost contracts were introduced, which placed the revenue risk 
with the operator. Since 2000, quality incentive contracts have been used. Under 
these contracts, the revenue risk is returned to LBSL and there are direct financial 
incentives for operators linked to quality of service.  

6. Contracts in London usually cover individual routes, and last for five years with the 
possibility of a two-year extension.2

 
 
1 The description of the London model provided in this section is largely drawn from the TfL document London’s Bus 
Contracting and Tendering Process, available at 

 Routes are generally tendered in groups, with 
routes in the same tender usually located in geographically similar areas. The pro-
gressive introduction of tendering has meant that while competition to provide any 
given route is periodic, competition in the network as a whole is more frequent, with 
between 15 and 20 per cent of routes coming up for tender in a given year. 

www.tfl.gov.uk/tfl/businessandpartners/buses/tenderresults/lbsl-tendering-and-
contracting-feb-09.pdf. 
2 Around 75 per cent of contracts are offered the option of extending for two years (KPMG study). 

http://www.tfl.gov.uk/tfl/businessandpartners/buses/tenderresults/lbsl-tendering-and-contracting-feb-09.pdf�
http://www.tfl.gov.uk/tfl/businessandpartners/buses/tenderresults/lbsl-tendering-and-contracting-feb-09.pdf�
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7. LBSL specifies the route and timetable of services that it puts out to tender. It also 
sets out certain minimum quality standards, against which performance is monitored 
(these standards will generally be fixed for the life of the contract). Quality incentive 
payments are made on the basis of reliability of service (which is assessed via 
roadside surveys). Other aspects of service provision (including engineering quality 
and customer satisfaction) are also monitored. Performance in these different 
aspects of service is taken into account when considering operators’ bids for new 
contracts. 

8. The tenders are issued in accordance with EU procurement legislation, and let under 
the Negotiation Procedure. A bidding operator must make a compliant bid, although 
non-compliant bids are allowed in addition to this. Winning bids are selected on the 
basis of a number of criteria, including price, which are set out on LBSL’s website. 
Information on the winning bidder, its bid, the total number of bidders and the highest 
and lowest bid are published online. Joint bids (with a lower cost than the sum of the 
costs of the individual routes making them up) are also considered.  

Competition in the London market 

9. LBSL considered competition in the London market to be working well. It told us that 
operators bid against each other aggressively, and on a regular basis. It said that 
people from around the world sought its advice on franchising. LBSL has played an 
active role in encouraging competition in the market, most noticeably by supporting 
the entry of National Express in 2004.3

10. Table 1 reproduces data collected by KPMG on the share of supply of different oper-
ators in the London market. There are seven operators running a substantial propor-
tion of services in London, with five operators running 82 per cent of services in 
2009. However, in 2009 no single operator had a share that was greater than 20 per 
cent.

 

4

 
 
3 This is discussed in the London Assembly’s transport committee report Value Added?, March 2006. 

 This shows that the supply of local bus services is less concentrated in London 
than in other large cities in the UK. 

4 Provisions in the bid selection criteria serve to protect the extent of concentration in the market—bidders can be automatically 
disqualified if, by winning a bid, their market share would exceed 20 per cent of the total scheduled vehicle kilometres in the 
London area. 
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TABLE 1   Estimated share of scheduled mileage 

per cent 
 

Operator 2004 2005 2006 2007 2008 2009 
       

Arriva 19 19 19 20 20 20 
Go-Ahead 18 17 17 19 21 20 
Stagecoach/East London Group* 15 16 16 16 16 16 
FirstGroup 16 16 15 15 13 13 
Metroline† 12 13 13 13 13 13 
Transdev‡ 10 10 10 10 10 9 
National Express/NedRail§ 2 2 5 5 5 5 
Other¶ 9 7 4 3 3 3 
Total 100 100 100 100 100 100 

Source:  Based on KPMG analysis. 
 

*Stagecoach’s London operation was sold to Macquarie in 2006 and renamed East London Group. 
†Metroline is owned by the Singapore based ComfortDelGro Corporation. 
‡Transdev’s involvement in the London market is through its 2002 acquisition of Sovereign (London) and its fleet of 113 
vehicles. 
§National Express operation was sold to NedRail in 2009. 
¶‘Other’ includes East Thames Buses which was acquired by Go-Ahead in 2009 and was the largest independent operator, 
with a 1.5 per cent share of the market. East Thames Buses was formed in 1999 to take over the services of the failed Harris 
Bus Company. Until it was purchased by Go-Ahead, this was the only bus operator owned by TfL. The other remaining inde-
pendents are: HR Richmond Limited; ECT Bus Limited; Sullivan Bus and Coach Limited; Central Parking System of UK 
Limited; and CT Plus Limited. 
Note:  The market shares included in the table relate to substantive bus service contracts, not ancillary activities such as short-
term rail replacement work.  

11. The distribution of the number of bids per tender is show in Figure 1. On average, 
tenders in London received just under three bids between March 2003 and May 
2011. The median number of bids received for a tender was also three, over 90 per 
cent of tenders received two or more bids in the period, and over one-quarter of 
tenders received four or more bids. This suggests that, for the vast majority of con-
tracts, there is competition between rival bus operators.  

FIGURE 1 

Number of bids per tender, March 2003 to May 2011 

 

Source:  CC analysis of TfL data taken from www.tfl.gov.uk/tfl/businessandpartners/buses/tenderresults/default.aspx. 
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12. There is little empirical work that assesses how successful competition in the London 
market is, or how successful it has been at improving performance.5 Nevertheless, 
those studies which do exist suggest that competition has been working well in 
London. In an early study, Kennedy estimated the cost savings from the introduction 
of the tendering system to 1995 as 20 per cent.6 Amaral et al (2009) suggest that 
competition for local bus contracts is stronger in the London market than in French 
cities.7 Amaral et al (2008) regress operating costs on the number of potential bid-
ders in London tenders between 2003 and 2006, controlling for a variety of features 
of the contract, and find that a greater number of potential bidders is negatively 
associated with operating costs. This suggests that competition in the London market 
may be leading to lower costs (although the direction of causation is not entirely 
clear, and it is possible that the observed results might reflect that areas with charac-
teristics that cause them to have lower operating costs attract a greater number of 
operators).8

13. Figure 2 illustrates the proportion of tenders which received only a single bid for each 
year from 2003 to 2011. It shows that, on average, between 2003 and May 2011, 
around 9 per cent of tenders received only a single bid. LBSL told us that the rela-
tively large number of tenders receiving only one bid in 2003 could be attributed to 
the introduction of congestion charging and the subsequent significant expansion of 
the network in that year. From 2006, around 6 per cent of tenders have received a 
single bid. 

 

 
 
5 Looking outside London, there is some quantitative evidence that the introduction of competitive tendering has led to 
efficiency improvements in other areas, including, for example, in Australia (Bray and Wallis Adelaide bus service reform: 
impacts, achievements and lessons, 2008) where the introduction of a competitive tendering system in Adelaide is estimated to 
have led to considerable benefits in terms of costs and patronage, and in Germany (Beck, Experiences of competitive tendering 
of bus services in Germany, 2009) where there is evidence that the increased use of tendering in a number of German states 
has led to higher-quality service provision and lower subsidy. 
6 Kennedy, London bus tendering: the impact on costs, 1995. 
7 Amaral et al, ‘Auction procedures and competition in public services: the case of urban public transport in France and 
London’, 2009, Utilities Policy. 
8 Amaral et al, Does Competition for the field improve cost efficiency? Evidence from the London bus tendering model, 2008, 
working paper. 
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FIGURE 2 

Proportion of tenders receiving only one bid, March 2003 to May 2011 

 

Source:  CC analysis of TfL data taken from www.tfl.gov.uk/tfl/businessandpartners/buses/tenderresults/default.aspx. 

14. Figure 2 suggests that, at least in some tenders, barriers to entry may be preventing 
competition from being fully effective. However, it is not necessarily the case that this 
possible lack of competition for certain contracts is leading to poor outcomes. LBSL 
told us that as it had detailed knowledge about route costs, it would be able to estab-
lish if a single bidder attempted to exploit its position. In addition, there is evidence 
that the proportion of tenders receiving only a single bid has been decreasing over 
time, and in both 2010 and 2011, only 3.5 per cent of tenders received only a 
single bid. 

15. We also used data on tenders in London to consider the likelihood that a contract 
was won by the incumbent operator. We found that around 70 per cent of all of the 
routes in our sample which were tendered on more than one occasion between 
March 2003 and May 2011 were won by the previous operator. 

16. This shows that incumbent operators win contracts in most cases in the London 
market. If there were no incumbency effect, we might expect the incumbent to win 
one-third of contracts on retender (based on an average of three bids per contract). 
Clearly incumbents are winning a higher proportion of contracts than this. This is not 
necessarily evidence of the existence of a market distortion. However, incumbent 
operators may have efficiency advantages allowing them to make the most com-
petitive bid for a contract, thus explaining the high proportion of retenders which 
they win.  

17. In its review, KPMG found that while at the London-wide level the supply of bus 
services was characterized by relatively low concentration, operators’ services were 
often focused in certain parts of the capital and so concentration in specific parts of 
London was higher. However, LBSL told us that it monitored the geographical 
position of the operators regularly and ensured that there was sufficient overlap. It 
considered that overlap between operators was aided by the length of routes in 
London. 
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18. The KMPG report shows that the number of operators in London fell from 20 in 2000 
to ten by the end of 2009. KPMG found that most of the exit was by smaller oper-
ators. In addition, the market share of each of the largest operators had varied by 
less than 3 per cent in recent years. KPMG noted that the last successful entrant 
(other than via acquisition) was NCP Challenger (a Small Operator that entered in 
2005). KPMG concluded that it had become increasingly difficult for operators to 
enter the market. LBSL said that it considered entry by smaller operators to be less 
likely than in the early days of tendering as competition with the large groups was 
increasingly difficult. However, it told us that the consolidation in the London market 
has not had a negative impact on competition, as the quality of the bids from the 
large consolidated operators was higher.  

19. The KPMG report identified depot ownership as a barrier to entry for new operators. 
It cited potential entrants as saying that they would be interested in entering the 
London market by growing organically, but that the current depot ownership struc-
tures limited their ability to do this. It concluded that acquisition was the only realistic 
route into the market in order to maintain a suitable share of supply. LBSL told us 
that while it retained ownership of some depots in London, these were on long leases 
to bus operators and so could not be used to encourage entry. 

Passenger outcomes in London 

20. There are few objective studies of the relative performance of the London bus 
system. Nevertheless, the evidence which does exist suggests that the quality of 
local bus service provision in London is generally regarded to be good.  

21. As part of its review of the London system, KPMG commissioned Imperial College 
London to review the performance of London buses compared with other world cities. 
It concluded that London was an above-average to good performer, particularly in 
terms of cost efficiency (although it should be noted that London was the only city in 
this sample to use a full franchising approach to bus service procurement).  

22. Two aspects of the London model that were evaluated by KPMG in its report were 
tender and contract design. One aspect that KPMG considered was whether the 
quality incentive contracts used by LBSL were suitable. It concluded that they were. 
KPMG also found that the tender process was effective and relatively low cost for 
both operators and LBSL. A similar position was taken by the NAO. It argued that 
LBSL had been effective at keeping costs down through its design of a common 
tendering process, the extensive information it provided, and the standardized con-
tract structure. 

23. KPMG also evaluated the quality of service planning in London. It concluded that 
LBSL’s service planning was comprehensive, that the level of consultation was high 
and that its modelling and appraisal of service changes was robust. Given this, it did 
not propose any fundamental changes (although it did make some specific recom-
mendations for service planning improvements). 

24. LBSL told us that a high level of consistent service quality and development could be 
achieved more effectively under a franchising system, because the authority could 
take long-term considerations into account whereas it believed that operators in a 
deregulated market could be focused on short-term profit incentives. This meant that 
investment in service quality could be higher with franchising, with a greater empha-
sis on growing the market.  

25. LBSL told us that the organization of the London system had allowed it to implement 
network-wide initiatives such as introducing CCTV cameras on buses and making the 
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network accessible for people in wheelchairs. The introduction of Oyster cards was 
another example of substantial investment. This was also cited by the NAO as an 
example of how LBSL had used its powers to drive innovation. 

26. The NAO argued that LBSL had improved bus services and increased bus use, by 
(among other explanations) researching and responding to customer preferences, 
introducing new routes and freezing fares. It suggested that, because responsibility 
for the bus service lay with LBSL, it had a greater incentive to ensure reliability and 
punctuality than operators in the deregulated system had via their profit incentives. 

27. In a 2003 report commissioned by the DfT, TAS considered service levels in London 
and the other metropolitan areas.9

(a) no evidence that service levels were higher in London; in particular, it showed 
that while population density was 33 per cent of that of London in the PTE areas, 
network density was 40 per cent of that of London; 

 It found: 

(b) average vehicle age was lower in London; and 

(c) fares were around 25 per cent lower in London based on a comparison of aver-
age fares per passenger. 

28. Determining whether variation in passenger outcomes between London and other 
areas is due to the method of market organization or to other factors is very compli-
cated. This is because of the host of other variables which may be driving differences 
between areas. For example, the transport environment in London is different, with 
congestion charging and widespread use of other public transport modes (in particu-
lar, the underground). London also has significantly different geographic and demo-
graphic features from other markets, such as a large number of tourists and low car 
ownership.  

29. An additional factor unique to London is the extent of subsidy. Patronage in London 
has grown substantially in recent years, increasing by more than 70 per cent in the 
past decade.10

TABLE 2 Net public transport support for local bus services in London, the English PTEs, and the English non-PTE 
counties 

 However, at least some of this is likely to be due to the increase in 
subsidy over this period. There is some consensus that the level of subsidy is higher 
in London than in other parts of the country, for instance the NAO comment that 
‘some elements of the London experience are unique, such as the scale of the 
revenue funding it has committed, 31 pence per passenger journey compared with 
11 pence in the metropolitan areas’. Table 2 shows the subsidy per capita in London, 
the PTE areas and other areas in England.  

 
London 

English 
PTEs 

English non-
PTE counties 

    Mid-year population, 2009 (m) 7.8 11.2 32.8 
Public transport support for local bus services, excluding BSOG 

and concessionary passenger payments, 2008/09 (£m) 690 137 244 
Annual subsidy per capita (£m) 89.0 12.2 7.4 

    Total vehicle kms, 2009/10 (m) 478.0 561.7 1,073.4 
Total passenger journeys, 2009/10 (m) 2,238 1,073 1,292 

Source:  ONS mid-year population estimates and DfT’s bus statistics, accessed July 2011: www.dft.gov.uk/pgr/statistics/ 
datatablespublications/public/bus/. 
 

 
 
9 TAS, Lessons from London—a report for the DfT, 2003. 
10 DfT bus statistics, accessed July 2011 (www.dft.gov.uk/pgr/statistics/datatablespublications/public/bus/). 

http://www.dft.gov.uk/pgr/statistics/datatablespublications/public/bus/�
http://www.dft.gov.uk/pgr/statistics/datatablespublications/public/bus/�
http://www.dft.gov.uk/pgr/statistics/datatablespublications/public/bus/�


 

A15(6)-33 

 
30. The subsidy per capita is substantially larger in London than the reference area more 

generally. In his 2011 submission to the Transport Select Committee, Professor 
Peter White from the University of Westminster suggested that this subsidy had 
allowed ‘much higher levels of service, lower real fares and other improvements’.11

31. Similarly, LBSL told us that fare levels in London was only one of the factors that had 
led to passenger growth. Others factors included increasing the size of the network, 
investment in service quality and the introduction of congestion charging. It stated 
that the level of the fares was driven by wider economic and social policy objectives 
(for example, children under the age of 18 are able to travel for free). 

 
He also stated, though, that ‘while some factors may be unique to London, certain 
elements could be transferable elsewhere, notably the benefits of comprehensive 
network planning, off-vehicle ticketing and comprehensive information’, suggesting 
that London’s performance was not simply attributable to its level of subsidy. 

 
 
11 Bus services after the Spending Review, written evidence from Professor Peter White, available at: 

www.publications.parliament.uk/pa/cm201011/cmselect/cmtran/writev/bus/m52.htm. 

http://www.publications.parliament.uk/pa/cm201011/cmselect/cmtran/writev/bus/m52.htm�
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ANNEX C 

Evidence on the possible cost of implementing and operating a franchise 
model outside London 

Introduction 

1. In this annex, we discuss the evidence in relation to the cost of implementing and 
operating a franchising model in LTA areas. This annex principally draws on Lessons 
from London: A report to DfT, May 2003, by TAS (TAS report), which looked at the 
cost of replicating the London franchising system outside London, and the financial 
estimates and forecasts produced by SYPTE, Nexus and Metro in relation to their 
consideration of implementing QCSs in their areas.  

The costs of franchising in the PTE areas based on the London experience 

2. In 2003, the DfT commissioned TAS to carry out a study into the costs of replicating 
the London franchising system outside London.1

3. Cost estimates were broken down into three categories: 

 The report was based on data pro-
vided by and discussions with the London and English PTE authorities. 

(a) London procurement regime. The cost of expanding the existing PTE tendering 
regime to cover all services within the PTE areas. TAS estimated that the 
additional financial and staffing requirements would mean a 20 per cent increase 
in staffing levels with total costs in the region of £5–£6 million.2

(b) London support package. The cost of the PTEs taking over the entire manage-
ment of their respective networks so that operators would simply be contractors 
providing vehicles (plus maintenance) and drivers. This included the London 
procurement regime plus additional publicity, consultation, monitoring, on-street 
control and performance management. TAS estimated that this would require an 
increase in staff numbers of around 80 per cent (from 835 to 1,514), equating to a 
total cost increase of £31 million from £37 million to £68 million.

 

3

(c) London standards. The cost of increased services, lower fares and improvements 
to fleet standards. TAS calculated that the application of full London standards, 
including Mayoral-specific policies, would require an additional £350 million 
above the costs of the introducing the ‘London support package’. 

 The level of 
staffing and therefore cost would vary between English PTE areas according to 
existing staffing and spending profiles. 

4. A summary of TAS’s estimate for the annual cost of adopting the London model 
across all English PTEs is in Table 1. The estimates did not include any set-up costs. 

 
 
1 Lessons from London. A report to DfT, May 2003, TAS. 
2 TAS’s estimates were based on PTEs’ current staffing levels and costs, and allowed for the economies of scale. The 20 per 
cent increase in staff equated to an additional 160 staff across the six English PTEs. 
3 TAS estimated the cost of this change by scaling the English PTEs network size against the staffing ratios and costs for 
London in 2003 (network size is taken as the current commercial and supported networks combined measured in vehicle kms). 
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TABLE 1   TAS estimates for adopting the London model in all PTE areas 

 £ million 
  
PTE spend 2001/02* adjusted to 2003/04†  378 
London costs   
Support package (including procurement)   31  
London Standards (additional spend)  350 
Full London costs  381 
   
PTE at full London standards  759 

Source:  Lessons from London. A report to DfT, May 2003, TAS. 
 

*Last year of actual data for PTEs. 
†Budgeted figures. London bus network had undergone a significant change as a result of initiatives linked to congestion 
charge. 2003/04 was the first year including the full effects of these changes. 

PTEs’ estimates of cost of implementing and operating a franchise model 

Introduction 

5. In paragraphs 6 to 22 we look at the forecasts and estimates produced by the three 
PTEs which are actively considering implementing QCSs in their areas. We note in 
this review that these figures are draft and that none of the PTEs have finalized their 
proposals. 

Summary of PTE models  

6. Metro provided financial figures showing the effect of the QCS at the end of its ten-
year life cycle. SYPTE provided data for all ten years of the QCS. This ‘lifetime’ data 
provided the financial analysis used in its feasibility case. Nexus used current finan-
cial data and calculated the changes in costs which would occur under a QCS. It did 
not use a lifetime projection as part of its financial feasibility case. 

7. Both Metro and SYPTE showed increased profitability over the life of their QCSs 
(based on passenger numbers and a reduction in operator’s return). Nexus’ figures 
showed that under its QCS assumptions the current network would still be profitable. 

8. Metro’s model shows over the QCS period an increase of [] million journeys ([] 
per cent) over the ‘business as usual’ (BAU) case4

9. SYPTE’s model sees revenue growing to £[] million a year by the end of the QCS 
period (2022/23) from £[] million in 2012/13, an increase of [] per cent. Contract 
costs (before operator return) grow from £[] million in 2012/13 to £[] million in 
2022/23, an increase of [] per cent. This produces a surplus (after operator return) 
of £[] million in 2022/23. SYPTE forecast a total surplus over the QCS period of 
£[] million.  

 with a [] per cent modal shift 
and total bus kms increasing by [] million ([] per cent). The average fare at the 
end of the QCS period (2021/22) is forecast to be [] per cent lower than under 
BAU. The costs of operation will be £[] million higher than under the BAU scenario 
by 2021/22 but the operating profit margin will be [] per cent as opposed to [] 
per cent.  

 
 
4 BAU case is the current deregulated model. 
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10. Nexus’ financial assessment takes its estimate of current revenue (£[] million) and 
profit (£[] million) and adjusts for the additional costs resulting from its network and 
fare structure changes. This produces a revised profit of £[] million. It then takes 
off an allowance for operator profitability of £[] million ([] per cent return) and an 
expected reduction in the amount it makes available to support tendered services 
(funded from the ITA’s levy on local authorities) of £[] million to produce a surplus 
of £[] million. 

Key assumptions 

11. The key assumption in both Metro and SYPTE’s approach is how proposed changes 
to the network, ticketing and vehicle standard changes will affect passenger num-
bers. SYPTE QCS looks to deliver patronage growth of [] per cent over the life of 
the scheme ([] per cent when improvements are implemented followed by about 
[] per cent growth in each year after that). Metro’s model shows over a ten-year 
period increase in patronage of [] million journeys ([] per cent) over the BAU 
case. Nexus’ feasibility report states that a QCS will lead to patronage growth of [] 
above a ‘do nothing’ case that sees patronage decline. 

12. Nexus and SYPTE financial models assume that [].5,6

13. Metro’s model has lower average fares in its QCS than its BAU case. It does, though, 
still anticipate increases above the current rate of inflation in 2012. 

 

14. We noted that both [] models use a [] per cent operator margin. This is based on 
TAS’s analysis of the London market compared with the UK (Bus Industry Monitor), 
which shows lower average returns for bus operators in London than the PTE areas. 
[] model uses an [] per cent operator margin. This range of margins was based 
on Metro’s analysis of the London market compared with the average returns for bus 
operators in []. [] told us that it would be undertaking further work to refine its 
projections and to subject them to an independent view. We consider these assump-
tions in the following section. 

Relative financial performance of London operators 

15. Analysis of relative operating margins by TAS and LEK7

 
 
5 [] 

 suggests that London oper-
ators have lower operating margins than in both PTE areas and the average of all 
areas outside London. TAS’s analysis for the period 2000 to 2008 (summarized in 
Table 2) shows that EBIT margins decreased over the period in all areas, with the dif-
ferential between these areas being reduced over the period. In 2008, London oper-
ators’ EBIT margin was 6.5 per cent, only 2.2 percentage points lower than PTE 
areas. This compared with 9.9 per cent in 2000, 5.9 percentage points lower than 
PTE areas.  

6 [] 
7 Review of bus profitability in England (July 2010): www.dft.gov.uk/pgr/regional/buses/profitability. 

http://www.dft.gov.uk/pgr/regional/buses/profitability�
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TABLE 2   EBIT margin by region 

   per cent 
    Year to 

31 March London PTE 
All outside 

London (GB) 
    2000 9.9 15.8 12.8 

2001 7.3 15.2 11.5 
2002 8.3 14.3 11.1 
2003 8.7 14.9 11.0 
2004 9.1 13.3 10.2 
2005 8.1 10.6 7.9 
2006 8.3 8.3 6.3 
2007 7.4 7.1 5.7 
2008 6.5 8.7 7.0 

Source:  TAS. 
 

 
16. LEK’s analysis compared return on sales (ROS)8 by operator and by area9

17. However, LEK’s data also showed that there was a mixed picture in relation to oper-
ators’ individual performance with large divergences between operators. Greater 
London operators’ ROS ranged between 0.4 and 12.6 per cent with the largest four 
operators (excluding Stagecoach)

 for the 
two years 2007 and 2008. This showed the same pattern as the TAS analysis with 
Greater London margin below that of the PTE areas and operations outside London. 
Operators averaged over the two-year period 9.6 per cent for Greater London, 
13.3 per cent for PTE areas and 11.1 per cent for England outside London. 

10 having a range of 5.7 to 12.6 per cent. In the 
PTE areas, operators’ ROS was between 7.1 and 15.4 per cent. In addition, the data 
showed that operators’ individual margins were not always lower in Greater London 
than in PTE areas.11

PTE estimates of set-up and operating costs 

 

Set-up costs 

18. SYPTE told us that it had not separately calculated initial set-up costs. However, 
current spend on staff and consultancy support to progress the QCS had averaged 
£[] a year. 

19. Metro estimated that the set-up costs involved with introducing a QCS would be 
around £[].  

20. Nexus budgeted £[] for start-up costs, covering the feasibility study, the formal 
development and consultation process (leading to a QCS board submission). The 
estimate also included a contingency fund. 

 
 
8 EBIT excluding exceptional items/revenue. 
9 LEK split operations into Greater London and non-London. Non-London was further split into five sub-areas, PTE, large and 
medium urban LA, mostly urban LA, mixed urban/rural LA, mostly rural LA.  
10 Stagecoach disposed of its London operations (now known as the East London Bus Group Ltd) in 2006 to Macquarie Bank. 
In October 2010, Stagecoach re-entered the London local bus market by reacquiring the London bus business of East London 
Bus Group Ltd (in administration). 
11 FirstGroup and National Express ROS was lower in Greater London than in their PTE areas. Arriva and Go-Ahead had a 
higher ROS in their PTE areas than in London. 
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Operating costs 

21. SYPTE forecast additional marketing costs relating to the introduction of a quality 
contract of approximately [] per cent of total turnover (around £[]). It did not 
believe that there would be any requirement to recruit additional staff, although job 
roles would be reassigned. This was because there would no longer be a require-
ment for a tendered service team (separate from the quality contract network team) 
or for a concessionary fares monitoring survey team (this information could instead 
be collected from electronic ticket machine data). SYPTE also assumed that oper-
ators’ administrative costs would be neutral, as the need for a commercial depart-
ment would no longer be present, and so this resource could instead be used to 
provide the additional supervisory staff. 

22. Metro estimated the additional costs for procurement and running the contracts over 
three years12 2013/14 to 2015/16 at £[] million (excluding inflation). This equates to 
around £[] million a year. Nexus forecast that there would be a small increase to 
administrative overheads of around £[].13

 

 It believed, though, that these costs 
would be fully offset by gains resulting from the introduction of smart ticketing and the 
resulting additional BSOG payments.  

 
 
12 £[] million includes the costs of procurement included in 2012/13 before any contracts commence. These costs have been 
excluded from the figure for set-up costs. 
13 Nexus told us that it had a significant number of people already engaged in the delivery of bus services. Additional resources 
would be required in the areas of contract management, community liaison and network planning. No additional resources were 
required for monitoring and market research, marketing and communications, business intelligence or finance and audit. 
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APPENDIX 15.7 

How our remedy package affects operators’ ability and incentive to coordinate 

1. We have found that the behaviour of two Large Operators has led to an AEC in 
certain parts of the North-East of England, whereby the operators concerned have 
avoided competing with each other in their Core Territories, leading to geographic 
market segregation. However, aspects of this conduct have been seen elsewhere 
and we remain concerned over the possibility that such conduct may be more wide-
spread. In this appendix, we set out how we expect our remedy package to affect 
operators’ incentives and ability to engage in harmful forms of coordination, whether 
tacit or explicit. 

2. To provide an analytical framework for this appendix, we consider the impact of our 
remedies on the three conditions for coordination set out in our guidelines. These 
conditions are:1

(a) first, the market has to be sufficiently concentrated for firms to be aware of the 
behaviour of their competitors, and for any significant deviation from the prevail-
ing behaviour by a firm to be observed by other firms in the market; 

 

(b) second, it must be clear that it will be costly for firms to deviate from the prevail-
ing behaviour, so costly that it will be in a firm’s interests to go along with the pre-
vailing behaviour rather than seek to deviate from it; and 

(c) third, this type of parallelism can only be sustained in markets where there are 
relatively weak competitive constraints. 

Condition 1: Firms are aware of the behaviour of their competitors 

3. In Section 8, we conclude that this condition for coordination is met: the behaviour of 
local bus operators is highly visible such that operators can easily determine the 
competitive behaviour of their rivals.2

4. Against this background of a relatively high degree of transparency between oper-
ators, the remedy package includes a number of measures aimed at improving the 
quality of information provided to bus passengers and to LTAs, while not increasing 
the information that is available to other operators.

 In addition to the inherent transparency of the 
bus industry, the evidence set out in paragraphs 8.199 to 8.206 shows that there are 
a large number of contacts between competitors in the bus industry, in particular 
between Large Operators. The large number of such contacts and the nature of 
these contacts further increases the awareness of the operators concerned of each 
other’s behaviour and likely competitive intentions. 

3

 
 
1 Market Investigation References: Competition Commission Guidelines, June 2003, CC3, paragraphs 

 Such increases in market trans-
parency are likely to enhance competition, by helping passengers and LTAs to make 
well-informed choices, without increasing the likelihood of harmful coordination 
between operators.  

3.62–3.64. These 
sections of our guidelines relate to tacit coordination. However, for the purpose of this appendix, we have also applied this 
analytical framework to explicit coordination. For example, explicit communication between competitors is one way in which a 
transparency can be increased and hence that a coordinated outcome can be identified and monitored. 
2 See paragraph 8.242 and Appendix 8.4. 
3 See paragraph 15.508. 

http://www.competition-commission.org.uk/rep_pub/rules_and_guide/pdf/cc3.pdf#3.62�
http://www.competition-commission.org.uk/rep_pub/rules_and_guide/pdf/cc3.pdf#3.64�
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5. There are also some ways in which the remedy package is likely to result in a limited 
increase in the information available to operators about their rivals’ activities. In 
particular: 

(a) We have decided to recommend changes to the registration of frequent 
services.4 Material changes to the frequency of such services would need to be 
registered with the Traffic Commissioner and, as a consequence, would be 
published in Notices and Proceedings.5

(b) We have decided to make recommendations that we expect to result in the 
development of new multi-operator ticketing schemes

  

6 and which may also result 
in new partnerships being agreed between operators and LTAs.7

(c) We have decided to recommend that LTAs be given the power to obtain infor-
mation about the passenger and revenue performance of newly deregistered 
services and include this information in subsequent tender documents.

 These new 
schemes and partnerships may provide an additional point of contact between 
the operators involved. 

8

6. We considered each of these potential increases in transparency between operators. 
We noted first that the changes to the registration of frequent services would simply 
bring the level of transparency surrounding such changes into line with changes to 
the registration of less frequent services. We do not expect this modest increase in 
market transparency to increase materially the likelihood that bus operators are able 
to achieve or sustain a coordinated outcome. 

 

7. We acknowledge that the development of a new multi-operator ticketing scheme, or 
the development of new partnerships, is likely to involve some additional contacts 
between the operators involved. We fully accept that such contacts between oper-
ators can be both legitimate and desirable, where these are necessary to develop 
convenient ticketing products and deliver other initiatives that are clearly in the bene-
fit of passengers. Competition policy frameworks are in place in relation to both 
partnerships and ticketing schemes that, if followed correctly, will ensure that harmful 
coordination does not take place.  

8. Moreover, we have been careful in the specification of the partnership and ticketing 
remedies to minimize the scope for the disclosure of confidential information between 
operators.9 Neither of these remedies would require the disclosure to competitors of 
commercially sensitive information, and particularly not of the kind we have seen 
disclosed between certain Large Operators in the North-East and North-West of 
England (see paragraphs 8.199 to 8.206). Furthermore, our recommendation to the 
OFT to establish a forum for discussion of competition matters arising in partner-
ships, will help LTAs to identify and address potential competition concerns arising 
from specific partnership proposals.10

 
 
4 See Figure 15.2.   

Likewise, we have taken care to strike an 
appropriate balance in relation to the disclosure of information about newly deregis-
tered services between enabling LTAs to run a competitive tender process on the 

5 See Appendix 12.1, paragraph 49. 
6 See Figure 15.1.   
7 See Figure 15.6.   
8 See Figure 15.4.   
9 For example, we recommend that sensitive information relevant to the pricing of multi-operator travelcards is only seen by the 
LTA (or a third party administrator) and is not shared among operators in a non-aggregated form. See paragraph 15.41(b) and 
Appendix 15.2, paragraph 62. 
10 See Figure 15.6. 
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one hand and safeguarding confidential information and preventing coordination on 
the other.11

9. Certain forms of information exchange between competitors are illegal under the 
Chapter I prohibition of the Competition Act 1998 (the 1998 Act) and/or the cartel 
provisions under the 2002 Act. Operators have a clear responsibility to observe the 
competition laws and to operate within them. Moreover, our recommendations in 
relation to effective competition enforcement and the Code of Conduct are likely to 
further decrease the risk of these particularly harmful forms of ‘transparency’. The 
development of revised Frequently Asked Questions would provide an opportunity for 
the OFT to set out the types of information exchange between operators that are not 
acceptable under competition law.

 

12 The inclusion of compliance with the 1998 Act in 
the Code of Conduct would provide an additional incentive to comply with this Act.13 
These effects would be further reinforced if the BSOG were to incentivize adherence 
to the Code of Conduct.14

10. In summary, we have found that the level of transparency of bus markets is inher-
ently high. We expect the increases in transparency of information to passengers and 
LTAs that result from our remedies to be unambiguously pro-competitive. Certain 
remedies are likely to result in an increase in the information available to operators 
about their rivals’ activities. However, such effects are likely to be modest and we 
have designed these remedies to minimize the scope for the exchange of confidential 
information between operators. Other remedies are likely to reduce the risk of harm-
ful and illegal exchanges of information between competitors.  

   

11. Overall, we concluded that it was highly unlikely that any increases in market trans-
parency resulting from our remedies would increase the extent or likelihood of harm-
ful coordination between operators. 

Costly to deviate from prevailing behaviour 

12. Next we considered how our remedies would affect the balance of incentives for an 
operator between coordinating with a rival and competing against it.  

13. We identified three important ways in which our remedy package is likely to result in 
an increased incentive to deviate from a coordinated outcome.  

14. First, our measures in relation to operator behaviour15

 
 
11 See Figure 15.4 and paragraphs 15.319–15.324. 

 are likely to make it more diffi-
cult for operators to retaliate as quickly, in response to a rival’s competitive actions. 
The requirement to give 14 days’ notice to LTAs combined with the longer notice 
period for changes to service registrations increases the amount of time that will 
elapse before an operator can respond to a rival’s service changes. They also have 
the effect of requiring any such changes to be sustained for longer. The requirement 
to register frequent services means that an operator of such services cannot respond 
immediately to a service change by ‘flooding a route’. These measures make it more 
difficult and costly for operators to enforce a cooperative outcome through rapid ‘tit-
for-tat’ responses to deviations. They thereby also increase the incentive on oper-
ators to deviate from a cooperative outcome.  

12 See Figure 15.5. 
13 See Figure 15.2. 
14 See Figure 15.7. 
15 See Figure 15.2. 
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15. Second, for the reasons set out in paragraph 9, we expect our remedy package to 
increase the incentives on operators to comply with the 1998 and 2002 Acts and to 
refrain from illegal forms of coordination. Our remedies are also likely to increase the 
likelihood of illegal coordination being detected promptly. The obligation to notify 
LTAs of changes to registrations 14 days in advance of submission to the Traffic 
Commissioner will provide LTAs with greater visibility of planned changes and an 
enhanced opportunity to raise concerns about breaches of competition law16 with the 
OFT.17 Similarly, our recommendations in relation to merger control are likely to 
increase the risks of detection, if operators seek to ‘package’ an agreement to co-
ordinate as a qualifying merger.18 More generally, the risk of geographic market 
segregation, highlighted by the evidence set out in paragraphs 8.175 to 8.212 and 
Appendices 8.5 and 8.6, reinforces the case for vigilant enforcement of competition 
law in this sector.19

16. Third, we expect our remedies to promote entry and expansion into local bus markets 
(see paragraphs 

  

18 to 21). Lower barriers to entry and expansion are likely to reduce 
the incentives to coordinate, as the future benefits of coordination are more likely to 
be undermined by entry or expansion. 

17. We therefore concluded that introduction of our remedies package is expected to 
decrease the incentives on operators to engage in harmful coordination. 

Relatively weak competitive constraints  

18. Harmful coordination will not generally persist if there are other operators, outside the 
coordinating group, which could disrupt any attempt to form or maintain a coordin-
ated equilibrium. For example, if barriers to entry or expansion are low, any attempt 
by existing operators to increase fares or cut services might present a profitable 
opportunity for entry by another operator, thus undermining the incentives to engage 
in coordination. 

19. The main focus of our remedy package is on three market-opening measures aimed 
at reducing barriers to entry and expansion in markets for commercial bus services 
and providing an environment in which competition is likely to be sustained. As a 
result of these measures: 

(a) the development of effective multi-operator ticketing schemes that we envisage to 
result from our ticketing remedies is expected to reduce the barriers to entry aris-
ing from network effects;20

(b) our recommendations in relation to operator behaviour are expected to reduce 
the barriers to entry and expansion associated with sunk costs of entry, cheap 
exclusion and the expected intensity of post-entry competition;

  

21

(c) our fair access framework is expected to reduce barriers to entry associated with 
obtaining access to bus stations.

 and 

22

 
 
16 For example, concerns about coordination of service registrations and/or deregistrations. 

 

17 See paragraph 15.136. 
18 See paragraph 15.357. 
19 See paragraph 15.321 & 15.361–15.364. 
20 See Figure 15.1. 
21 See Figure 15.2. 
22 See Figure 15.3. 
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20. We expect the other measures in the remedy package to reinforce the beneficial 
effects of these measures on competition in markets for local bus services, by provid-
ing a supportive regulatory and policy environment and through greater competition 
for supported services.23

21. We therefore expect that the introduction of our remedy package would increase sub-
stantially the competitive constraint posed by entry and expansion. We further expect 
that this would, in turn, make it significantly less likely that operators would be able to 
maintain a coordinated outcome. 

 

Conclusion on implications for remedies 

22. We expect our remedies package to reduce barriers to entry and expansion (see 
paragraph 21). This will make it considerably harder to sustain a coordinated out-
come and, as a result, the incentive to coordinate will also reduce. Our remedy pack-
age will directly reduce the incentives to coordinate by weakening operators’ ability to 
enforce a coordinated outcome and by strengthening the deterrent effect of compe-
tition law (see paragraph 17).  

23. We acknowledge that certain elements of the remedies package require cooperation 
between operators and LTAs while other elements are likely to increase some 
aspects of market transparency. However, in light of the design of our remedies, we 
do not expect that such cooperation or increases in market transparency would 
increase the extent or likelihood of harmful coordination between bus operators (see 
paragraph 11).  

24. As a result of these considerations, we concluded that our remedy package is 
expected to reduce substantially operators’ incentives and ability to engage in forms 
of coordination that would adversely affect competition and/or harm the interests of 
bus passengers. We therefore expect our remedies package to reduce the likelihood 
of harmful coordination being introduced or sustained in future.  

 

 
 
23 See paragraphs 15.500–15.504. 
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APPENDIX 15.8 

Costs of remedies and wider benefits 

Introduction 

1. In this appendix we set out our assessment of the costs of our remedies. We have 
considered the implementation costs, ongoing costs and other economic costs, 
including any distortions that may arise as a result of the remedy. 

2. In the provisional decision on remedies we invited further submissions from parties 
on the costs of our package of remedies. This assessment draws on these submis-
sions, other evidence provided by parties, and our own analysis. It has not been 
possible to quantify all costs of our remedies with precision. Decisions that have not 
yet been made by bodies to which we have directed recommendations, for example 
in relation to ticketing, will affect the cost of remedies. In some cases, for example in 
relation to access to bus stations, parties have provided widely differing estimates of 
costs. In many instances, parties have made submissions about potential costs, with-
out providing evidence of their likely magnitude. We have sought to take these chal-
lenges into account when conducting our assessment, for example by considering 
different scenarios of costs. Where we have not quantified an effect, we have sought 
to reach a qualitative assessment of its significance. In this way, we have developed 
an appreciation of the costs of our remedies, notwithstanding the practical challenges 
this poses. 

3. This assessment of costs forms part of our evaluation of the proportionality of the 
remedy package. We have set out in paragraphs 15.497 to 15.545 how the remedy 
package addresses the AEC and our assessment of its effectiveness. By effectively 
remedying the AEC, we expect this remedy package to reduce substantially the detri-
mental effects that result from it. 

4. In addition to reducing the detrimental effects of the AEC, some of our remedies may 
have wider benefits for passengers. These wider benefits are not directly related to 
the improvement in competition that we expect, but may be of interest to the bodies 
to which we direct our recommendations. We therefore also summarize such wider 
benefits in this appendix. 

5. The remainder of the appendix is structured as follows: 

(a) in paragraphs 6 to 51, we consider the costs and wider benefits associated with 
our remedies relating to ticketing; 

(b) in paragraphs 52 to 75, we consider the costs associated with our remedies 
relating to operator behaviour. 

(c) in paragraphs 77 to 81, we consider the costs associated with our remedies 
relating to bus station access; 

(d) in paragraphs 82 to 86, we consider the costs associated with our remedies 
relating to supported services; 

(e) in paragraphs 87 to 94, we consider the costs associated with our remedies 
relating to effective competition enforcement; 
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(f) in paragraphs 95 to 100, we consider the costs and wider benefits associated 
with our remedies relating to partnerships; 

(g) in paragraph 101, we consider the costs associated with our remedies relating to 
BSOG; and 

(h) in paragraphs 102 to 105, we summarize the overall costs associated with the 
remedy package taken as a whole. 

Ticketing 

Costs 

6. We reviewed evidence on the implementation and ongoing costs of multi-operator 
ticketing schemes. We also considered whether there are any economic costs arising 
from distortions as a result of the remedy or any unintended consequences of the 
remedy. 

Implementation costs 

7. Our remedies in relation to ticketing involve recommendations to national govern-
ments to legislate and to the OFT to review the Ticketing Block Exemption in relation 
to revenue sharing for MIT schemes and smart ticketing. This will involve implemen-
tation costs for national governments and the OFT in introducing and reviewing 
legislation. We have not sought to quantify the costs for the DfT and OFT in taking 
forward these recommendations, but consider that these are likely to be modest. 

8. Our remedy is aimed at increasing the number of multi-operator ticketing schemes. 
Implementation costs will therefore also include the costs of setting up new multi-
operator ticketing schemes. We discuss the likely set-up costs of MTC schemes and 
route-level multi-operator ticketing schemes (MIT schemes) in turn. 

9. For MTC schemes, we do not have information on the set-up costs for the larger PTE 
schemes, as these schemes have been in place for many years (most were imple-
mented at or around deregulation in 1985). We do have information on the set-up 
costs of some more recent MTC schemes. For those schemes about which we have 
evidence the recorded implementation costs have been low:1

(a) B&NES told us that there were £1,800 in legal costs to set up the BathRider 
scheme; 

 

(b) Nottingham City Council told us that the first year’s marketing budget of the 
Kangaroo scheme was £80,0002

(c) Stagecoach told us that the costs it incurred to set up the Northampton Buzzcard 
were minimal. 

 and that it expected set-up costs of the next 
stage of its scheme (including season tickets, a carnet and an e-purse) of around 
£150,000; and 

 
 
1 Stagecoach also estimated that it incurred £[] in setting up the Oxford SmartZone ticket in Oxford. However, these costs 
were largely specific to smart technology, which our recommendations do not require. 
2 Marketing costs involve both implementation and ongoing costs. We would expect marketing costs to be higher during the 
early years of a scheme’s operation, to ensure that customers are aware of the scheme. However, some marketing costs are 
also likely to arise in subsequent years, to retain awareness and inform customers of relevant changes. 
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10. There may be some other costs associated with implementing new MTC schemes in 
addition to those recorded above. These may include, for example, management 
time spent setting up a new scheme and any costs incurred in enabling tickets to be 
sold to customers, either on or off bus. We have not been able to quantify these 
costs, but have not seen evidence to indicate that these costs are likely to be large. 

11. Route-level schemes (MITs) are likely to involve lower costs to set up and administer 
than travelcard schemes, both because they typically only involve one route and 
because of the limited need for formal governance arrangements, particularly as joint 
price-setting on these schemes is precluded by the Ticketing Block Exemption. 
Implementation (and ongoing) costs of small MTC schemes are themselves very low 
(for example, see the BathRider scheme in paragraph 9 and Table 1) and we expect 
that the costs of introducing MIT schemes will be even lower. 

12. Our remedy is also aimed at increasing the effectiveness of multi-operator ticketing 
schemes, in particular of existing MTC schemes which we have found to have certain 
characteristics that limit their effectiveness (see paragraphs 15.36 and 15.37). There 
may be some one-off costs associated with reforming existing schemes, but we 
expect these to be small for two reasons. First, there are relatively few such schemes 
currently in existence.3

Ongoing costs 

 Second, existing schemes already have much of the infra-
structure of a ticketing scheme in place. We expect the implementation costs of 
reforming an existing scheme to be less than the implementation costs of establish-
ing a new scheme. 

13. We do not expect that our recommendations will involve significant monitoring or 
enforcement costs on the part of local and central government. However, the remedy 
is likely to involve some ongoing costs in relation to administering and marketing 
MTC schemes, in particular. 

14. In Table 1 we present information from LTAs on the ongoing costs of MTC schemes 
relating to functions such as administration and marketing. This shows a substantial 
variation in ongoing costs, particularly between the large PTE schemes, for which 
ongoing costs can be substantial, and the schemes in place in smaller towns and 
cities, for which ongoing costs are much lower. In addition, Stagecoach provided 
estimates of specific costs (such as for management time and costs associated with 
revenue apportionment) that it incurs on top of the costs deducted from the scheme 
revenue. These estimates, which are low, are presented in Table 2. National Express 
told us that it too incurred management costs for participation in schemes on top of 
those costs which were deducted from scheme revenue, although it did not provide 
estimates of the magnitude of these costs.4

 
 
3 We have identified 22 existing Urban-Area-level MTC schemes—see Appendix 9.2, paragraph 25 & Table 4. 

 

4 PTEG also highlighted management costs incurred by operators which it submitted would be proportional to the number of 
operators involved in the scheme. See paragraph 7.13 of its response to the provisional decision on remedies. 
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TABLE 1   Estimates of administration and marketing costs of multi-operator ticketing schemes 

Urban Area/LTA 
 

MOT scheme 
 

Yearly scheme 
administration costs 

(deducted from revenue) 
£ 

Yearly marketing costs (LTA 
estimate) 

£ 

    Manchester System One 1,277,805 387,616 
Tyne and Wear Network One 1,184,000 130,000 
Strathclyde ZoneCard Approx 500,000 N/A 
South Yorkshire TravelMaster 300,000 <50,000 
Nottingham Kangaroo 2,600 First year 80,000 

Subsequent years ‘Minimal’ 
Norwich Norwich Fusion 400 3,000 
Bath BathRider 54 590 

Source:  B&NES Council, Nexus, Norfolk County Council, Nottingham City Council, SPT, TfGM, SYPTE. 
 

Notes: 
1.  The initial set-up costs for legal services and publicity were met by B&NES Council out of its own budget. Operating and 
marketing costs since commencement are thereafter deducted from scheme revenue before that revenue is apportioned 
among operators. 
2.  N/A = not available. 
3.  Following the publication of the provisional decision on remedies, Nottingham City Council told us that it expected ongoing 
costs to the council of operating its enhanced scheme (see paragraph 9(b)) to rise to be around £25,000 per year.  

TABLE 2 Estimates of extra costs incurred by Stagecoach as a result of participating in multi-operator ticketing 
schemes 

Urban Area/ 
LTA MOT scheme 

Costs 
£ 

   Tyne and Wear Network One [] 
East Scotland One Ticket [] 
Source:  Stagecoach. 
 

 
15. We received various further submissions about the costs of ticketing schemes in 

response to the publication of the provisional decision on remedies, in which we had 
used the costs of the Kangaroo scheme in Nottingham presented in Table 1 as an 
indication of possible costs associated with new schemes. Some of these sub-
missions related to the characteristics of effective schemes that we have identified in 
Appendix 15.2. Few submissions contained evidence of actual costs associated with 
particular ticketing schemes: 

(a) National Express submitted that a number of costs were not included in these 
figures, namely management time, costs for preparation and submission of data, 
commissions from ticket sales that are payable to the sales agent, costs of 
policing and monitoring the scheme, costs of fraud (and competition law com-
pliance training for those administering the scheme).5 Stagecoach noted the 
costs of robust audit controls necessary to overcome the risk of fraud by partici-
pating operators.6 Arriva noted that the costs of administration of ticketing 
schemes included the costs of surveys necessary for revenue apportionment. It 
added that the derivation of median fares—which forms part of the pricing frame-
work that we have set out in paragraph 15.48—would be difficult and time-
consuming, particularly where routes extend beyond the MTC area. It did not 
quantify these costs.7

 
 
5 

  

National Express response to provisional decision on remedies, paragraphs 5.10, 3.14 & 3.15. In a different context, 
FirstGroup also raised issues about the need for LTAs to handle confidential information with care and submitted that it would 
be particularly important for LTAs to keep operators’ information confidential during the 14-day pre-notification period (in para-
graph 4.6 of its response to the provisional decision on remedies). 
6 Stagecoach response to provisional decision on remedies, Annex 1, paragraph 7. 
7 Arriva’s response to provisional decision on remedies, paragraphs 2.4.3 & 2.4.6. 
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(b) Several parties told us that the recommendation in paragraph 15.47 to offer 
single-operator and multi-operator multi-journey tickets through the same sales 
channels, in particular on-bus, may lead to additional costs. Various reasons 
were put forward for this. First, operators may need to change their ticket mach-
ines to be able to issue such tickets on bus. Second, selling a wider range of 
tickets on-bus would make fraud more likely. Third, selling more tickets on-bus 
could increase the amount of time buses spend at bus stops.8

(c) Some parties submitted that selling a wider range of multi-journey tickets might 
lead to confusion among customers and might discourage them from using 
the bus.

  

9

16. We considered each of these submissions but, for the reasons set out in paragraphs 

 

17 to 19 below, concluded that none of these was likely to add substantially to the 
ongoing costs of operating an MTC scheme. 

17. We considered the submissions that there might be additional administrative costs 
for operators and LTAs that are not recorded by LTAs, or deducted from the scheme 
revenue. We thought it unlikely that these costs would be large—with the exception 
of Stagecoach, no operators had sought to measure the additional costs that they 
incurred from scheme participation, and the additional costs identified by Stagecoach 
in relation to participating in two of the larger MTC schemes are low. We did not con-
sider that the costs associated with estimating a median or average fare were likely 
to be material. As shown in Appendix 15.2, Annex B, we were able to estimate 
median fares using online data and we would expect LTAs, or any other scheme 
administrator, to have access to data from participating operators. We noted that 
some officials in some LTAs might wish to undertake some training in relation to 
handling confidential information.10 However, we considered that LTAs were likely to 
be experienced in dealing with commercially sensitive information from other con-
texts and that the costs of any additional training arising from this remedy were likely 
to be low. We also noted that some of our recommendations11

18. We have reviewed various submissions about the costs of selling MTC products on-
bus, which we also considered in Appendix 15.2, paragraphs 36 to 39. Stagecoach 
told us that in relation to the Northampton Buzzcard, the additional cost of being able 
to sell daily and weekly tickets on-bus was minimal, as it simply involved changing 

 could be used to pro-
vide any additional guidance necessary to LTA officials on competition law issues 
associated with handling confidential data. We concluded that any additional admin-
istrative costs associated with handling confidential data related to multi-operator 
ticketing were likely to be modest. 

 
 
8 Responses to provisional decision on remedies: National Express, paragraph 2.16; FirstGroup, paragraph 3.21; Stagecoach, 
Annex 1, paragraph 5. PTEG told us that its analysis would suggest that operating costs could fall by 3 per cent and demand 
would increase by 3.8 per cent if all bus passengers were to switch to pre-paid tickets bus, but expected that a move from off-
board to onboard ticket purchase to have a much smaller opposite effect of increasing operating costs (see paragraph 7.15 of 
its response to provisional decision on remedies). Greater Manchester Travelcards (GMTL) and the DfT also raised some 
concerns regarding greater dwell times at bus stations. See response to the provisional decision on remedies, GMTL, p2; DfT, 
paragraph 18.  
9 See, for example, response to provisional decision on remedies: National Express, paragraph 2.14; Nexus, paragraph 7.3; 
Centro, paragraph 4.1. PTEG emphasized the need to avoid additional substantial complexity for customers (paragraphs 7.11 
& 7.22 of its response to the provisional decision on remedies). Go-Ahead, paragraphs 2.10.2 & 2.26.8 of its response to 
provisional decision on remedies. 
10 In a different context, FirstGroup had also raised issues about the need for LTAs to handle confidential information with care 
and submitted that it would be particularly important for LTAs to keep operators’ information confidential during the 14-day pre-
notification period (paragraph 4.6 of its response to provisional decision on remedies). 
11 In particular, our recommendation to the DfT in Figure 15.1 to produce guidance on ticketing schemes, our recommendation 
to the OFT to update its FAQs on competition law in Figure 15.5 and our recommendation to the OFT to establish a forum in 
which it could discuss competition issues relating to partnerships in Figure 15.6. 
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the electronic ticket machine programme.12

50

 We also noted that various types of MTC 
ticket, particularly day tickets, are already sold on-bus for several existing schemes. 
This suggests that the practical issues and potential costs associated with enabling 
ticketing machines and combating fraud are unlikely to be prohibitive elsewhere, 
though there might be some modest transitional costs for some operators. Regarding 
the comments made in relation to loading times, we have not recommended that 
every type of MTC product be available on bus (see paragraph 15.47). However, in 
circumstances in which single operator tickets of a particular type (eg a day ticket) 
are available to passengers on bus, we do not consider that giving the customers the 
choice of purchasing an equivalent MTC product is likely to add materially to loading 
times and there is no evidence that this is currently a problem where MTC products 
are sold on bus. It is also worth noting that the introduction of MTC schemes may 
also lead to a reduction in boarding times, if it increases the number of passengers 
who purchase multi-journey tickets thereby reducing the number of other transactions 
on-bus (eg to purchase a single fare—see also paragraph ). 

19. We see no reason why customers should be confused by having the choice of pur-
chasing a MTC ticket, and there is no evidence of customers being confused where 
such tickets are available. 

20. Overall we have found substantial variation in the ongoing costs of existing MTC 
schemes, with smaller schemes involving far lower costs (in some cases, as little as 
a few thousand pounds) than schemes in PTE areas (for which ongoing costs range 
from £300,000 to £1.30 million). We saw nothing that would lead us to expect our 
remedies to result in a material increase the level of ongoing costs for existing 
schemes. However, where a new MTC scheme is created as a result of our recom-
mendations, this will involve ongoing costs of administering and marketing that 
scheme. 

Other economic costs 

21. We have also considered whether there were any other economic costs arising from 
potential distortions associated with the introduction and increased take-up of multi-
operator ticketing schemes. 

22. First, we considered whether there was a risk that price competition would be 
reduced. In theory, a reduction in the proportion of passengers using single-operator 
tickets might reduce the incentive on operators to compete on single-operator ticket 
prices. In response to the provisional decision on remedies, some operators further 
submitted that linking of the price of an MTC ticket to the median (or mean) single 
fare (through the framework set out in paragraph 15.48) would give operators an 
incentive to raise their single adult fare and that this could thereby result in higher 
prices for both single- and multi-operator tickets.13

23. We considered this risk in paragraphs 15.57 and in Appendix 15.2, paragraphs 67 
and 68. For the reasons set out in these paragraphs, we concluded that the design of 
this measure limits the scope for any such effects to arise, and that any possible 
dampening of operators’ incentives to compete would be outweighed by the pro-
competitive impact of this remedy in reducing barriers to entry and expansion.  

 

 
 
12 Stagecoach submitted that this was one MTC with a limited range of tickets and should not be attributed undue weight. 
Response to provisional decision on remedies, Annex A, paragraph 6. 
13 See parties’ responses to the provisional decision on remedies: National Express, paragraph 2.20; FirstGroup, paragraphs 
3.7–3.9; PTEG, paragraphs 7.16 & 7.17; similarly Lothian, paragraph 3.8. 
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24. Second, we have considered whether there is a risk of increased coordination, either 
because of a change to operators’ incentives, or as a result of a change to the infor-
mation available to operators about each other’s behaviour. In order to minimize this 
risk we have not recommended any fixed premium for multi-operator ticket prices 
above single-operator prices (see paragraph 15.54), nor do we recommend allowing 
operators jointly to set prices on MIT schemes (see paragraph 15.64 and Appendix 
15.2, paragraph 49). In addition, for MTC schemes we recommend that the collection 
and analysis of any commercially sensitive information (where this is necessary) is 
carried out by a third party (such as the LTA) and that this data is not shared with 
operators in a non-aggregated form (see paragraph 15.41(b) and Appendix 15.2, 
paragraphs 17 and 62). Moreover, by reducing barriers to entry and expansion this 
remedy is likely to make it harder for operators to sustain a coordinated outcome and 
to reduce incentives and ability to coordinate (see Appendix 15.7). We concluded 
that this remedy is unlikely to lead to an increase in harmful coordination.  

25. Third, we have considered possible distortions associated with setting MTC prices at 
too low or high a level. As set out in Appendix 15.2, paragraph 69, some parties 
highlighted possible risks associated with setting MTC prices at too low a level. For 
the reasons set out in paragraph 70 of that appendix, we have concluded that the 
design of our pricing framework contains sufficient safeguards to avoid the potential 
risks put to us about disproportionately low multi-operator ticket pricing. Conversely 
PTEG told us that its experience would suggest that large operators could, and often 
would, manipulate the availability, promotion and price of MTCs in order to maximize 
the market share of their own discounted products, hence reducing the ability of 
smaller operators to compete for significant segments of the market. As set out in 
paragraph 15.50 and Appendix 15.2, paragraph 68, we consider that our pricing 
framework will make it significantly harder for operators to distort MTC pricing in this 
way, as it provides a principled, pragmatic and flexible framework to enable local 
operators and LTAs to establish the price of multi-operator ticketing in the light of the 
best available evidence. 

26. Fourth, we have considered whether this remedy would result in a reduction in network 
coverage. Arriva submitted that should competition increase due to greater use of 
multi-operator tickets, it would increase only on parts of the route that generate most 
revenue, because there is no evidence to suggest that patronage will increase in 
response to increased competition. Arriva argued that, as a consequence, the median 
fare on a route would fall and that this would create a risk that the operator providing 
services over the whole of the route would reduce its services especially on the less 
profitable parts.14

27. We do not agree that introduction of effective multi-operator ticketing schemes is 
likely to result in reduced network coverage. New entrants and expanding operators 

 Similarly, FirstGroup raised the concern that the strict application of a 
formula that used an average or median single fare as a basis for determining the price 
of multi-operator ticketing schemes and took account of volume discounts for multi-
journey products would result in a price that did not reflect the cost of operating certain 
types of routes. In particular, FirstGroup stated that the median fare would be lower 
than the fares for particularly long routes and routes that were for other reasons very 
costly to serve (such as night bus routes). FirstGroup’s view was therefore that the 
strict application of such a formula would result in a price for the multi-operator ticket 
that would not cover the costs for all routes currently serviced. FirstGroup stated that 
this could, in turn, lead to the withdrawal of certain services, higher local authority 
costs, deter entry (particularly by smaller operators) or even result in the exit of an 
operator. 

 
 
14 See Arriva’s response to the provisional decision on remedies, paragraph 2.6. 
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will act on the increased opportunities for competition presented by our remedies in 
different ways. Some may seek to provide additional frequency on existing services 
as suggested by Arriva; others may seek to innovate by providing new services or 
filling in gaps in the existing network. Both will to result in an overall increase in the 
frequency of service and will operate in the interests of bus passengers (see 
Appendix 15.1). The implications for less profitable or ‘marginal’ services will also 
vary. Faced with additional competition some incumbent operators might find it 
harder to run some services profitably; however, new entrants may perceive 
additional opportunities should the incumbent decide to withdraw. We did not see any 
reason why one effect should dominate the other and we have seen nothing in the 
experience of existing MTC schemes to suggest that they are associated with 
reduced network coverage. 

28. Nor do we consider that inclusion of a median or average single fare in our pricing 
framework is likely to have a material impact on incentives to run less popular or 
more costly services. MTCs enable customers to make a range of journeys of varying 
length and which have variable costs and it is inherent in the nature of such products, 
that a single price is set for any MTC product.15

29. Finally, we have considered whether this remedy will create a disincentive to offer 
single-operator multi-journey tickets. Two operators suggested that the requirement 
to offer multi-operator tickets through the same sales channels as single-operator 
multi-journey tickets may lead to distortions, for example operators not offering some 
single-operator tickets or multi-modal tickets in order to avoid having to offer the 
corresponding multi-operator ticket.

 Operators are remunerated for the 
services that they provide to ticket holders according to the reimbursement rules of 
the scheme. We do not consider that incorporating an estimate of median or average 
fare, as part of the framework for determining the price of an MTC materially affects 
these fundamental characteristics of MTC schemes. We have seen nothing in the 
experience of existing MTC schemes to suggest that they are associated with 
reduced network coverage. In any event, should an unweighted median fare result in 
a distorted picture of the journeys taken using an MTC, then we have indicated that a 
weighted average can be used (see Appendix 15.2, paragraph 57). 

16

30. We conclude for the reasons set out in paragraphs 

 We consider that this is unlikely to happen: 
operators’ decisions about the tickets they offer, and the sales channels they use are 
driven by a desire to increase patronage on their own services. Withdrawing single-
operator multi-journey tickets is likely to be counterproductive, as it is likely to result 
in a decrease in patronage and to provide additional opportunities for rivals. Given 
the modest costs associated with participating in MTC schemes, we consider such a 
response to this remedy would be perverse. We therefore consider it unlikely that 
individual operators would decide not to meet a clear customer demand (for example, 
the ability to purchase an operator’s day ticket on a bus), simply in order to prevent 
the possibility of such a demand being met by a multi-operator ticket. 

21 to 29, including the design of 
the remedy, that the potential for distortions or other economic costs to arise from our 
ticketing remedy is low. 

 
 
15 These characteristics also apply to single-operator network tickets. 
16 National Express response to provisional decision on remedies, paragraph 3.48. In relation to this, Lothian highlighted in 
particular the importance of photo ids on multi-journey products other than day tickets for the prevention of fraud. This require-
ment would make sales on buses unfeasible and absence of photo ids would imply an additional cost due to increased fraud; 
see paragraph 3.11d of its response to the provisional decision on remedies. Centro told us that it had experienced fraud 
issues with sales in relation to on-bus multi-operator tickets (paragraph 2.1 of its response to the provisional decision on 
remedies). 
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Overall estimate of costs of the ticketing remedy 

31. In paragraphs 7 to 21 we have identified the main costs in relation to this remedy as 
being the implementation and ongoing costs of new MTC schemes that are created 
as a result of our recommendations. To some degree, the extent of such costs will be 
determined by decisions taken at a local level about whether to set up such a 
scheme and, if so, how that scheme should be designed and implemented. While we 
cannot anticipate what decisions will be made in relation to individual local schemes, 
we have used the evidence that we have collected about existing schemes to esti-
mate the potential scale of implementation and ongoing costs under different assump-
tions. We note that marketing costs contain an element of both implementation and 
ongoing costs (see footnote to paragraph 9(b)) and we recognize that the extent of 
marketing costs may be higher in the early years of a scheme than in later years. 

Implementation costs 

32. The total implementation costs associated with introducing new MTC schemes may 
be estimated by multiplying an estimate of the typical set-up costs for introducing a 
new scheme by the number of new schemes to be set up. As set out in paragraph 9, 
the implementation costs of MTC schemes can vary according to factors such as the 
size of the area to be covered by the scheme and decisions made about scheme 
design. We have therefore estimated the typical implementation costs associated 
with new schemes by reference to different scenarios.  

33. B&NES Council estimated that setting up its scheme involved legal costs of £1,800 
(see paragraph 9(a)) and we have no reason to believe that legal costs for a similar 
new MTC scheme would be of a different order of magnitude. There may also be 
other costs in setting up a new scheme (see paragraph 10). We have not been able 
to quantify these other costs, but have not seen evidence to indicate these other 
costs are likely to be large. To allow for such other costs, even if we assumed the 
total implementation costs might amount to up to ten times the value of the legal 
costs the total implementation costs would be £18,000. As we do not expect these 
other, unquantified, implementation costs to be large, we have taken this figure as a 
reasonable (and if anything somewhat high) indication of the average implementation 
costs of a similar scheme (ie a relatively simple MTC scheme in an town or small city 
with a population of around 100,000).  

34. Nottingham City Council has estimated its set-up costs for the second stage of the 
MTC scheme in Nottingham at around £150,000 (see paragraph 9(b)). Nottingham’s 
population is somewhat larger than that of Bristol—the largest Urban Area without an 
Urban-Area-level MTC scheme17

35. The total implementation costs associated with introducing new schemes would also 
be determined by the numbers of new schemes that are set up. Based on the analy-
sis in Appendix 9.2, Table 1, there are 185 Urban Areas without an MTC scheme at 
an Urban-Area-level (excluding 16 Urban Areas that are part of broader MTC 
schemes in PTE areas). Appendix 15.3, Table 1, identifies 30 larger Urban Areas 

—and the new scheme in Nottingham contains 
features, such as an e-purse, that are not required by our remedy. We also note that 
initial implementation costs for the Nottingham Kangaroo scheme were considerably 
lower than this amount. For these reasons, we took the view that £150,000 would 
provide a reasonable (and if anything somewhat high) indication of a possible upper 
bound for implementation costs of our remedy in one of the larger cities currently 
without such a scheme. 

 
 
17 See Appendix 15.3, Table 1. 
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with a population of 150,000 or more, for which no Urban-Area-level MTC scheme 
currently exists and for which we consider the benefits of introducing such a scheme 
particularly likely to be substantial. However, the potential for this remedy to have 
beneficial effects is not confined to these Urban Areas. We have therefore also con-
sidered potential costs if MTC schemes were introduced to the 60 largest Urban 
Areas without an Urban-Area-level MTC scheme (see Table 3) and to all 185 Urban 
Areas without such a scheme (see paragraph 38). 

36. Table 3 presents estimates of implementation costs associated with new MTC 
schemes using different assumptions about the number of new schemes that are 
introduced and the implementation costs of these new schemes.  

TABLE 3   Estimated implementation costs of introducing new MTC schemes 

  

Average implementation costs of each 
new scheme 

£ 

  
18,000 50,000 100,000 150,000 

Number of new schemes introduced 30 0.5m 1.5m 3.0m 4.5m 

 
60 1.1m 3.0m 6.0m 9.0m 

Source:  CC. 
 

 
37. The estimates presented in Table 3 show a range of implementation costs associ-

ated with introducing new MTC schemes. Based on this analysis, we expect that total 
implementation costs of introducing an MTC scheme into the 60 largest Urban Areas 
without an Urban-Area-level MTC scheme are likely to lie between £1.1 million and 
£9 million.  

38. We further considered the potential scale of implementation costs, if new ticketing 
schemes were also set up in each of the 125 smaller Urban Areas which do not 
currently have an Urban-Area-level MTC and are not part of a broader PTE scheme. 
For the reasons set out in paragraph 33, we expect that our lower bound figure of 
£18,000 is likely to provide a reasonable (and if anything somewhat high) indication 
of the costs associated with implementing new schemes in these smaller Urban 
Areas. This produces an estimate of total implementation costs for these 125 smaller 
Urban Areas of £2.25 million. Adding this to our range of implementation costs 
associated with introducing new MTC schemes to the 60 largest Urban Areas without 
an MTC scheme produces a range of implementation costs of between £3.3 million 
and £11.3 million for introducing new MTC schemes to every Urban Area without 
such a scheme. 

39. If we apply the range of average implementation costs in Table 3 to the 22 existing 
Urban-Area-level MTC schemes, this would imply implementation costs of between 
£0.4 million and £3.3 million for reforming existing schemes. As we expect the imple-
mentation costs associated with reforming existing schemes to be significantly less 
than the costs of setting up new schemes (see paragraph 12), it is unlikely that the 
cost of reforming existing schemes will be near the top end of this range.  

40. Adding together our estimates of implementing new MTC schemes and reforming 
existing schemes suggests a range of total implementation costs of between 
£3.7 million and £14.6 million. 

Ongoing costs 

41. We took a similar approach to estimating the potential ongoing costs associated with 
introducing new schemes. These may be estimated by multiplying an estimate of the 
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typical ongoing costs associated with a new scheme by the number of new schemes 
to be set up. As set out in Table 1, ongoing costs of MTC schemes can vary con-
siderably. We have therefore estimated the typical ongoing costs associated with 
new schemes by reference to different scenarios. The actual cost of particular 
schemes is likely to vary according to factors such as the size of the Urban Area to 
be covered by the scheme and decisions made about scheme design. 

42. The ongoing costs of both the BathRider and Norwich Fusion schemes are less than 
£5,000 a year (see Table 1). Given this, we took the view that a level of ongoing 
costs of £10,000 a year represented a reasonable (and if anything, somewhat high) 
lower bound of the ongoing costs of a new scheme. This is likely to be an accurate 
reflection of the level of ongoing costs that we might expect for a simple MTC 
scheme in a small Urban Area (with a population of around 100,000 or less). It would 
be less relevant to larger Urban Areas currently without an MTC scheme, such as 
Bristol. 

43. The long-standing large PTE schemes have tended to involve much higher costs 
than the smaller schemes that have been set up more recently. PTEG said that, in 
response to the provisional decision on remedies, we had considerably understated 
the total costs for the ticketing remedy because administration and marketing costs 
would be likely to increase with scheme complexity, and that as scheme complexity 
increased operating costs were likely to approach those observed in PTEs, while we 
had adopted ‘a figure at one end of the range’.18 In its view, our assumption that 
ongoing costs would not change as a result of the remedy appeared to it to be com-
pletely counter-intuitive (based on its experience of developing ticketing schemes 
since the 1970s).19

44. We did not agree with PTEG that the costs of PTE schemes represented an accurate 
indicator of the ongoing costs that might be expected to be incurred by new schemes. 
Our remedies allow for simple MTC schemes to be introduced, where this is approp-
riate to the particular local context. The evidence in Table 1 also strongly suggests 
that the size of a scheme is an important factor in determining ongoing costs. Given 
that the areas without MTC schemes are generally significantly smaller than the 
areas covered by PTE schemes, we did not expect that the ongoing costs of these 
larger PTE schemes would provide an accurate reflection of the ongoing costs of the 
new schemes that might be established following our report. 

 

45. We judged that Nottingham would provide a better indication of a possible upper 
bound for the ongoing costs of new schemes than the PTE areas. This is a relatively 
new scheme and Nottingham’s population is smaller than the PTE areas, but some-
what larger than the Urban Areas in Appendix 15.3, Table 1. The Nottingham scheme 
has historically involved annual ongoing administration costs of £2,600 and an initial 
year’s marketing budget of £80,000 with minimal marketing spend in subsequent 
years. However, as a consequence of its ongoing plans to develop its scheme,20

 
 
18 PTEG told us that this assessment was supported by views expressed in discussions with a range of LTAs, in particular 
Nottingham City Council, which had explained that their current scheme would be as simple as it could possibly be, and would 
hence imply low ongoing costs.  

 
Nottingham City Council expects that its ongoing costs will increase to around 

19 PTEG submitted out that it would expect that the monitoring and enforcement of equitable marketing of single and multi-
operator products could represent a significant additional cost to LTAs (which it had not attempted to estimate. In its view it 
might be possible to express this as a proportion of current data collection costs). PTEG added that it would expect operators to 
spend a greater amount of effort and resources monitoring and managing if a more sophisticated revenue settlement process 
would be used to allocate the revenue to the participating operators. (See paragraph 7.13 of its response to provisional 
decision on remedies.) We would expect any such costs to be covered by our estimate of the administration costs of new 
schemes. We saw nothing that would lead us to expect our remedies to result in a material increase in the level of ongoing 
costs for existing schemes. 
20 See paragraph 9(b) and note 3 to Table 1. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/pteg_pdr_response-excised.pdf�
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£25,000 per year. In light of this, we considered that a figure of around £50,000 a 
year would represent a reasonable (and if anything, somewhat high) upper bound 
estimate of ongoing administration and marketing costs of new MTC schemes. This 
estimate of ongoing costs is most likely to be relevant to the larger Urban Areas in 
Appendix 15.3, Table 1, such as Bristol, but much less likely to be relevant to the 
smaller Urban Areas in that table or to Urban Areas with a population of less than 
150,000. 

46. Table 4 presents estimates of ongoing costs associated with new MTC schemes 
using different assumptions about the number of new schemes that are introduced 
and the ongoing costs of these new schemes.  

TABLE 4   Estimated ongoing costs of introducing new MTC schemes 

  

Average ongoing costs of 
each new scheme 

£ 

  
10,000 25,000 50,000 

Number of new schemes introduced 30 0.3m 0.8m 1.5m 
60 0.6m 1.5m 3.0m 

Source:  CC. 
 

 
47. The estimates presented in Table 4 show a range of ongoing costs associated with 

introducing new MTCs. These lie between a lower bound of £0.3 million and an 
upper bound of £3.0 million a year. Based on this analysis, we estimate that the total 
ongoing costs associated with introducing new MTC schemes to the 60 largest Urban 
Areas currently without such a scheme is likely to lie between £0.6 million and 
£3.0 million.  

48. We have also considered the potential scale of ongoing costs, if new ticketing 
schemes were also set up in each of the 125 smaller Urban Areas which do not 
currently have an Urban-Area-level MTC and are not part of a broader PTE scheme. 
For the reasons set out in paragraph 42, we consider that our lower bound estimate 
of £10,000 is likely to provide a reasonable (and if anything, somewhat high) indica-
tion of the annual ongoing costs associated with new schemes in these smaller 
Urban Areas. This produces estimated ongoing costs for these 125 smaller Urban 
Areas of £1.25 million. Adding this to our estimate of the range of the ongoing costs 
associated with introducing new MTC schemes to the 60 largest Urban Areas 
produces a total range of ongoing costs of between £1.9 million and £4.3 million.  

Conclusion on total costs of ticketing remedy 

49. We conclude that, if an MTC is introduced in every Urban Area currently without such 
a scheme, and if existing schemes were reformed in line with our recommendations, 
this could involve total implementation costs of between £3.7 million and £14.6 million. 
We estimate the total ongoing costs associated with introducing an MTC into every 
Urban Area currently without such a scheme at between £1.9 million and £4.3 million. 
We do not expect ongoing costs for existing schemes to be likely to increase mater-
ially as a result of our remedy. The actual extent of costs will be determined by 
decisions taken at a local level about where schemes should be introduced and how 
they should be designed. We do not expect any distortion costs to arise from this 
measure.  
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Wider benefits 

50. In addition to addressing the AEC (see paragraphs 15.12 to 15.21), other benefits to 
passengers flow from an increase in the number of customers using multi-operator 
rather than single-operator tickets. Passengers are likely to benefit from increased 
convenience and choice and reduced waiting times. Multi-operator schemes are 
likely to provide additional benefits, in terms of increased convenience and lower 
transactions costs, for those customers who use complementary, rather than compet-
ing, services of operators in an area covered by a scheme. Boarding times may also 
be reduced if more passengers purchase multi-journey tickets than single fares. 
Smart ticketing with an e-purse plus capping to the best available fare arrangement 
has the potential to increase these benefits as set out in paragraph 15.69. There is 
also the potential for these benefits to lead to an increase in the demand for bus 
travel.  

51. These wider benefits are likely to depend to some extent on market structure. In a 
more concentrated local market, where the overall frequency of service is lower, 
prices are likely to be higher and quality of service likely to be lower, there is greater 
scope to improve frequency and other aspects of the bus offer, as a result of 
increased competition. However, passenger benefits involving increased conven-
ience, choice and reduced waiting times may be more significant in less-
concentrated markets as an effective multi-operator ticket allows travel on more 
operators’ services. 

Operator behaviour 

52. We assessed the costs relating to implementation and to ongoing operating and 
monitoring costs of the remedies set out in Figure 15.2. We have also considered 
whether there are any other economic costs of distortions or unintended conse-
quences. 

Implementation costs 

53. There will be some implementation costs associated with the remedy. We have esti-
mated the order of magnitude of these costs based on the evidence we received and 
our analysis, though we are not able to quantify all of them. The scope of the costs 
will include the following: 

(a) Making changes to VOSA guidance and forms, including an electronic registra-
tion process to reflect the new registration periods and communication of the 
changes to the industry: 

• As we are introducing similar requirements to those already in existence in 
Scotland the scale of change and costs at VOSA is likely to be relatively 
modest as much of the necessary process and suitable framework of legisla-
tion is in place for the Scottish registration process. The DfT told us that 
systems changes could be in the order of tens of thousands of pounds. Based 
on the DfT’s submissions, a figure of around £50,000 is a fair estimate of the 
potential implementation costs associated with systems changes. 

(b) Re-registering existing frequent service registrations within the new frequency 
band requirements: 

• We estimated that the maximum number of current services with a maximum 
frequency in excess of eight buses per hour to be 140. Assuming that the 
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costs of making the changes is in the region of £200 per registration including 
VOSA costs of £60, we estimate the implementation cost to be around 
£28,000.21,22

(c) Making appropriate changes to the legislation and regulations to give Traffic 
Commissioners additional powers and producing related guidance: 

 

• Traffic Commissioners will introduce a code of conduct following consultation 
with stakeholders and then publish and communicate this appropriately. 

(d) We do not think that the costs of establishing the Code of Conduct would be high 
for either Traffic Commissioners or operators. We expect that it could be estab-
lished in consultation with stakeholders and then possibly incorporated in future 
planned statutory guidance to be issued by Traffic Commissioners.  

(e) Any training costs for operators, in relation to specific compliance programmes 
associated with the Code of Conduct. We do not expect these costs to be high 
and consider that a clearly expressed Code of Conduct is likely to make it easier 
for firms to ensure compliance with their obligations. 

54. The implementation costs that we have quantified are around £78,000. We do not 
expect those implementation costs that we have not quantified to be large. 

Ongoing costs 

55. We have considered the nature of the ongoing costs involved with the remedy. These 
include any impact on workflows at VOSA, any costs associated with the Code of 
Conduct and costs to LTAs and operators of complying with the 14-day notice period. 

Costs of operating the registration process 

56. Additional costs could result if the remedy increases the number or type of registra-
tion applications processed by VOSA. The remedy may reduce general registration 
applications as the remedy will restrict the maximum number of changes to standard 
notice registrations that are possible on any route in a year. We also expect the 
remedy to result in more stability of services. Against this we expect to see additional 
registrations as a result of entry or expansion. In addition, we might see further short-
term requests, as a result of the longer notice period required for standard registra-
tions.23

 
 
21 This estimate is based on the £60 VOSA registration fee, which the DfT confirmed was a reasonable proxy for average 
VOSA costs per registration and a rounded allowance of approximately double this amount for the time of operators to com-
plete an updated application. We consider this to be a generous estimate of the costs of submitting a revised registration for 
existing services with a frequency in excess of eight buses per hour. These estimates were not challenged by any party in 
response to the provisional decision on remedies.  

 It is not clear which of these effects will dominate and hence whether the total 
number of registration applications through VOSA will increase or decrease. 

22 FirstGroup said that requiring strict compliance with hourly frequency bands, with no allowance made for operational issues 
such as congestion, would be at best very burdensome for both operators and monitoring authorities and might even be 
unworkable (paragraph 4.4. of its response to the provisional decision on remedies) and similarly Stagecoach in paragraph 
4.20 of its response to the provisional decision on remedies. We noted these comments and other submissions about the 
specification of this remedy and decided (see paragraph 15.181) to allow operators some flexibility to determine the frequency 
bands for which registrations may be submitted. We consider that this allows sufficient flexibility to allow for operational issues, 
while preserving the effectiveness of the remedy. 
23 The DfT submitted that further costs might be incurred if different requirements were needed for England, Wales and 
Scotland and also that other transitional costs might possibly also be incurred, for instance if variations to existing frequent 
registrations that currently had a frequency greater than six to eight buses per hour would be provided at no cost, but this would 
depend on implementation. The DfT has not assessed these transitional costs (response to provisional decision on remedies, 
paragraphs 57 & 58), though we have no reason to believe that they were large and do not consider that they are likely to 
exceed the costs that we have been able to quantify. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/firstgroup_pdr_response_excised.pdf�
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57. The VOSA cost for a registration application in England and Wales is currently £60 
and in 2009/10 there were over 14,000 registration applications for new or varied 
services.24 Evidence provided from the Traffic Commissioners suggested that short-
term requests were more expensive as they involved time for a review by the Traffic 
Commissioner personally and a need to consult the relevant LTA.25

58. Currently about 10 per cent of registration applications on average in England and 
Wales are short-term requests. There are seasonal peaks in applications, for 
example linked to the late finalization of school tenders. In Scotland, the equivalent 
percentage is 25 per cent although we were told that the majority of these applica-
tions relate to supported services, which represent a higher proportion of total ser-
vices in Scotland than in England. We were not able to conclude with any degree of 
certainty that the longer notice periods in Scotland had, in practice, led to more short-
term applications. However, to evaluate the possible impact of more short-term 
requests as a result of longer standard notice periods we assumed that the propor-
tion of registration applications accounted for by short notice requests in England and 
Wales increased by between 5 and 15 percentage points (or by between approxi-
mately 550 and 1,650 applications). If we further assume that the incremental costs 
of processing short-term applications are an extra £40 per application this would 
represent an additional ongoing cost of between £22,000 and £66,000 per year.

 

26

59. We concluded that the movement in cost of operating the registration process associ-
ated with our remedy is likely to be modest either upwards or downwards and a 
central working assumption is of a small increase in costs, arising from increased use 
of short-notice applications. 

 

Costs associated with the Code of Conduct 

60. Some concerns were raised by parties about the extent to which a Code of Conduct 
would duplicate existing enforcement measures with an attendant impact on costs.27

61. We considered whether there would be significant incremental cost for the Traffic 
Commissioners in monitoring and enforcing the Code of Conduct.

 
On the basis that the responsibility for monitoring and enforcement will lie with the 
Traffic Commissioner we do not think that this risk is high. Instead the Code of 
Conduct will helpfully clarify the role of the Traffic Commissioner. 

28

62. In considering remedies we have been concerned to ensure the resources of the 
Traffic Commissioner are sufficient to deal with any new aspects of monitoring that 

 We considered 
the Code of Conduct to be primarily a consolidation of existing functions. The 
additional clarity provided would improve compliance and focus complaints. We 
expect VOSA, and other operators or LTAs to be able to bring breaches to the 
attention of the Traffic Commissioners. We also expect the Code of Conduct to 
increase the deterrent effect of the Traffic Commissioners’ powers and that the 
Traffic Commissioners will, as now, be able to use a full toolkit of enforcement 
options before any matter is escalated to a public inquiry. 

 
 
24 Source: Applications processed (new and variations), Table 15, p67, Office of the Traffic Commissioners’ Annual Report 
2009–2010. 
25 The Deputy Senior Traffic Commissioner told us that additional administration time for a short-notice application would be 
35 minutes and her time involvement would be 10 minutes on average. We were told that the cost of the Traffic Commissioner’s 
time was £600 per day and administration time was approximately £45 per hour.  
26 This is based on the average estimates provided by the Deputy Senior Traffic Commissioner (see previous footnote). 
27 See paragraph 15.186. 
28 The DfT submitted out that active monitoring and investigation beyond that already carried out by VOSA officials under 
delegated authority would require extra resources (response to the provisional decision on remedies, paragraph 54). As we 
explain above, we do not expect any material additional monitoring to be necessary. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/dft_pdr_response.pdf�
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may be required. We have been told that cheap exclusion is relatively infrequent, 
albeit harmful when it occurs. We expect that an effective Code of Conduct is likely to 
act as a further deterrent to engage in such practices. Consequently, we do not 
expect the need for additional monitoring or enforcement resources to be material. 

63. Nor do we expect the costs to operators of compliance with a Code of Conduct to be 
material. Rather, we expect that a clearly expressed Code of Conduct could make 
compliance with existing obligations easier.  

Costs to LTAs 

64. We expect that LTAs will use the 14-day notice period to review changes proposed 
by operators, to discuss these with them and to make relevant objections. We are 
aware that many LTAs already have ongoing dialogue with operators and have in 
many cases agreed pre-notification of changes to registration and a limited number 
of changes per year. We appreciate that not all LTAs are in this position. There could 
be additional costs, should LTAs choose to use the 14-day period in the way we 
recommend both for the LTA and for operators. We realize that this will be a matter 
for local priorities and may, in some cases, be thought to be a more cost-effective 
way than currently exists of delivering local transport plans and in particular keeping 
under review the need to support additional services. We did not receive any 
evidence to suggest that the process in Scotland was burdensome or costly for either 
LTAs or operators. Overall, we conclude that there could be additional LTA costs in 
this area (and then related costs for operators) but that are unlikely to be material. 

Other economic costs 

65. Our consideration of potential economic costs and distortions has shaped our 
approach to the design of the operator behaviour remedy, as well as our assessment 
of its proportionality. We have discussed in paragraphs 15.110 to 15.220 the sub-
missions we have received on those costs and possible distortions. Responses 
tended to be qualitative in nature and our assessment of these submissions in 
Section 15 has been similarly qualitative. 

66. In paragraphs 67 to 75 below, we consider further and more specific evidence which 
might help us measure and assess costs associated with our recommended changes 
to service registration. 

67. The DfT submitted that a change in the length of notice period for service changes 
could lead to a cost for operators. The DfT noted that an unprofitable route might 
need to be run for longer before a change could be implemented. The DfT was con-
cerned that costs that were possibly quite small for individual operators might be 
substantial in aggregate and might deter entry since it may imply an exit cost.29

68. In its response to the provisional decision on remedies, Stagecoach provided three 
examples of the potential costs of additional delay in changing services, each of 
which would manifest itself in consequent reductions in potential operating profits. 
These amount to £[] for changes in Manchester, to £[] for changes in Yorkshire, 
and to a loss of £[] per week for a delay of service changes in Hull. 

 

69. The first two of these examples related to network changes following reductions in 
concessionary revenue reimbursement. In Manchester, Stagecoach had been 

 
 
29 See DfT response to provisional decision on remedies, paragraphs 41, 44 & 46. 
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involved in lengthy negotiations with TfGM and a subsequent appeal to the DfT30

70. In Appendix 12.3, we describe the basic principle of concessionary reimbursement 
that operators should be reimbursed on a ‘no better no worse’ basis and also that in 
England operators should be given four months’ notice of any change.

 
about proposals for reimbursement. In Yorkshire, Stagecoach told us there was a 
limited period of notice for changes for reimbursement. Stagecoach’s concern is that 
changes to concessionary arrangements may make services unprofitable and they 
need to adjust services before changes take effect. 

31

71. The Hull example relates to service revisions to reduce costs. Here the balance is 
between service stability and planning and the costs involved in running a service. It 
is not clear from the evidence submitted by Stagecoach what caused these changes, 
whether the need for the changes could have been anticipated earlier, or if not, 
whether there would have been legitimate grounds to implement the changes by 
means of a short-notice application. It is therefore difficult to assess how much of the 
loss, if any, could have been avoided.  

 This four-
month notice period allows operators sufficient time to provide 90 days’ notice of 
service changes and to inform the LTA of these changes before they take effect. To 
the extent that the four-month notice period is reduced as a result of an appeal, 
operators have the option of registering service changes on a precautionary basis. 
As a result, while we can understand why Stagecoach raises the point, we take the 
view that operators are capable of avoiding or mitigating, to a substantial extent, the 
potential costs that result from changes to concessionary fares; and doing so in a 
way that is compatible with our new notice and registration requirements. 

72. In addition, Stagecoach said that an estimated 8,736 trips could not have been made 
using its bus services in Cambridge if it had been required to register with 104 days 
(ie giving 14 days’ advance notice to the LTA and a further 90 days’ notice to the 
Traffic Commissioner) rather than 56 days’ notice. Stagecoach told us that the 8,736 
trips related to the passenger trips on the additional journeys operated as a result of 
the acceptance of the registration at short notice. 

73. Stagecoach told us that these examples were illustrative and should not be reviewed 
as a comprehensive list.32

74. Although they are incomplete, the examples provided by Stagecoach are the only 
attempts by operators to quantify these costs that we have seen. We are unable to 
evaluate how typical they are, nor can we establish with certainty the extent to which 
the costs could have been avoided. As a result, we cannot use them to quantify the 
likely extent of additional costs to operators associated with being required to give 
longer notice of changes to service registrations. However, we recognize the possi-
bility of such costs and have found the examples submitted by Stagecoach to be 
helpful in assessing the circumstances in which costs might arise and their extent. 

 

75. We accept that an increase in notice periods can lead to a delay in the implementa-
tion of service changes and that this delay can result in some costs to bus operators 
and/or passengers. As set out in paragraph 15.148, however, we concluded that 
operators will be able to avoid or mitigate these costs to a significant extent, for 
example by anticipating the need for service changes at an earlier stage and/or 
seeking a short-notice application (where there are legitimate grounds to do so). 
Where the cause of the service change is an action by the LTA (for example, an 

 
 
30 The appeal was withdrawn after Stagecoach and TfGM reached agreement. 
31 See Appendix 12.3, paragraphs 6 & 82.  
32 Stagecoach response to provisional decision on remedies, Annex 2. 
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award of a tendered service, or a change to concessionary reimbursement rates) we 
would expect LTAs to take the longer notice period into account, in advising Traffic 
Commissioners in relation to any subsequent requests for short-notice changes and 
in determining the timescale of its own actions. Taking into account the opportunities 
to avoid or mitigate these costs, we consider that the costs associated with delaying 
the implementation of service changes are likely to be small. 

76. Based on the analysis set out in paragraphs 15.110 to 15.221, including the design of 
the remedy, we judged that other potential distortions associated with restrictions on 
operator behaviour are unlikely to give rise to material economic costs.33

Bus station access 

 

Costs 

77. We expect the implementation and ongoing costs of our remedy on bus station access 
to be modest. Based on our sample of bus stations (see Appendix 9.4, Table 1), a 
substantial majority of bus stations used by the Large Operators are operated by 
local authorities and our expectation is that a relatively small number of bus stations 
will be affected by the remedy. We have estimated that around 80 bus stations will be 
affected by the remedy. The upfront implementation costs will largely be related to 
the cost of the Manager’s34

78. Go-Ahead said that the requirement to publish the Conditions of Use in advance 
would impose a significant burden on bus station owners, in particular in relation to 
departure charges and discounts because managers would be obliged to incur sig-
nificant costs in instructing lawyers and economists to ensure that the charges were 
defensible, as well as in consulting with stakeholders prior to publication.

 staff involved in the initial drafting of the Conditions of 
Use, and the costs arising from the consultation process with the relevant stake-
holders. Additional upfront costs may be incurred if the Manager decides to conduct 
an exercise to calculate departure charges on an FRND basis for some or all of its 
Relevant Bus Stations. This might be done to satisfy the Manager that its departure 
charges are based on FRND principles prior to their publication in the Conditions of 
Use.  

35

79. Once the Conditions of Use for determining fair access have been established, 
Managers should be able to keep costs to a minimum by having a fair and transpar-
ent process that minimizes the likelihood of any bus station users making objections. 
Ongoing costs may relate to the requirement to retain details of past complaints and 
dispute resolutions for two years and submitting those details annually to the LTA 
and to the OFT on request. However, we expect the costs associated with this 
requirement to be minimal. We expect that the main ongoing cost will relate to the 
calculation of departure charges on an FRND basis. Stagecoach told us that it esti-
mated the upfront cost of conducting our pilot test on setting charges on an FRND 

 We dis-
cuss this issue in paragraphs 15.240 and 15.241, where we conclude that publishing 
this information is necessary to ensure the effectiveness of the measure. 

 
 
33 See, in particular, paragraphs 15.129–15.139 (14 days’ notice to LTAs); 15.146–15.151 (extension of notice period for 
service changes); 15.171–15.181 (frequent service registration); 15.183–15.193 (code of conduct); 15.202–15.211 (protection 
for mutuals). 
34 A Manager is defined in Figure 15.3 as a local bus operator which manages a relevant bus station. 
35 Go-Ahead response to provisional decision on remedies, paragraphs 4.2 & 4.3. 
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basis (based on a total cost allocation pricing approach) at around £2,300 per bus 
station and the ongoing annual cost would be around £930.36

80. Arriva stated that the cost of compliance with fair access principles would be neglig-
ible. FirstGroup said that complying with the remedy in the Bath and Bristol bus 
stations could require around half the time of a full-time member of staff for each bus 
station. This would equate to a cost of around £15,000 a year per bus station. We 
find this hard to reconcile with the estimate from Stagecoach and with the time 
allowed to operators to conduct the pilot study (two weeks), as well as with the 
evidence from Arriva set out in this paragraph. 

 

81. Overall, based on our estimate of approximately 80 bus stations that will be affected 
by our remedy, the implementation cost of this remedy in the first year would be 
around £180,000 based on Stagecoach’s evidence and £1.2 million based on 
FirstGroup’s evidence. Ongoing costs would be around £80,000 a year based on 
Stagecoach’s evidence. FirstGroup did not distinguish between initial and ongoing 
costs. We consider it very likely that costs would fall substantially after the first year, 
as operators would have established their approach to access and, in the absence of 
stakeholder concerns would be able to apply this approach in subsequent years (see 
paragraph 79). We note that Stagecoach had estimated ongoing annual costs at 
around 40 per cent of first-year costs. Applying this ratio to the cost estimates pro-
vided by Stagecoach and FirstGroup respectively suggests a range of ongoing costs 
of this remedy of between around £75,000 and £0.5 million a year. 

Supported services 

Costs 

82. There will be implementation costs associated with our recommendation to the DfT to 
update existing best practice guidance on tendering for supported services for use by 
LTAs in England and to the Scottish and Welsh Governments to develop similar, but 
suitably tailored guidance for use by LTAs in Scotland and Wales. We expect that 
these costs are likely to be relatively modest, recognizing that existing English guid-
ance already exists that can be used as a starting point for updated or new guidance 
in the three nations. 

83. We do not expect that the application of new guidance will impose any additional 
costs on LTAs or operators as the costs of the processes that will be followed are 
unlikely to be materially different to those which are already in operation. No parties 
told us that any additional costs would be incurred.  

84. In relation to the information remedy, there are likely to be some implementation 
costs for the DfT and to the Scottish and Welsh Governments in developing the 
necessary legislation. We do not expect these costs will be large. 

85. We recognize that there will be some costs for operators in preparing and providing 
information for LTAs, and for LTAs in assessing and disseminating it in any subse-
quent tender exercise. However, we note that operators already provide LTAs with 
this information in many cases on a voluntary basis. This suggests that costs are 
unlikely to be high and no operators or LTAs told us that there would be any substan-
tial costs associated with this remedy. The information required is standard infor-

 
 
36 Stagecoach told us that its estimates of initial and ongoing costs were largely based on personnel costs incurred during the 
exercise. Activities involved included collating cost and departure data from operating company; completion of template and 
working files; and identification of costs and assessing changes to allocation percentages.  
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mation that any operator would expect to collect for its own business purposes, not 
least in deciding whether or not to deregister the service in the first place. Go-Ahead 
told us that there would be only a negligible administrative cost in providing patron-
age information.37

86. We do not expect this remedy to lead to any distortions or unintended consequences 
and so we do not consider there to be any other economic costs associated with it. 

 

Effective competition enforcement and compliance 

87. As set out in paragraph 15.340, while we are not recommending fundamental 
changes to the application of competition law, we make some recommendations for 
the future role of competition law enforcement alongside our other remedies. We 
have considered the costs of these recommendations including costs of implemen-
tation, ongoing costs and any other economic costs that might arise. 

88. We recommend that the OFT revises its FAQs about the application of competition 
law to the local bus industry. This will involve some upfront administrative costs for 
the OFT in developing this updated document. We expect that these costs are likely 
to be modest. In addition, we note that any upfront administrative costs will to some 
extent be offset by the longer-term enforcement cost savings from having more effec-
tive and targeted guidance available to local bus operators. 

89. We also recommend that the OFT applies a high priority to identifying bus mergers 
between competing operators. The direct costs associated with this recommendation 
are likely to be very small. There may also be some indirect costs if a higher priority 
for identifying local bus mergers leads to a reduction in the resource available for 
other merger inquiries. However, we consider that these indirect costs are unlikely to 
be material, as they would build on the OFT’s existing practices and procedures. 

90. Finally, we consider the costs associated with our recommendations to the OFT in 
relation to the exercise of its discretion not to refer mergers to the CC on de minimis 
grounds.  

91. As a matter of principle, we have considerable doubt as to whether any costs result-
ing from this recommendation need to be taken into account. Our recommendations 
do not involve any change to the merger control regime; rather they are aimed at 
ensuring that any future acquisitions are subject to appropriate scrutiny under exist-
ing laws. 

92. Nonetheless, we acknowledge that a possible consequence of this recommendation 
is a greater number of local bus referrals to the CC and that this could lead to 
additional costs associated with CC merger investigations. The costs of CC merger 
investigations vary with the complexity of the case and whether an SLC is found. 
Most of the 22 CC merger investigations completed since March 2007, including 
those into mergers involving bus companies, have incurred direct costs (principally 
the costs of staff and member time) of between £250,000 and £500,000. The mean 
and the median cost of these 22 investigations is approximately £320,000, and we 
use this to give an indication of the cost to the CC of any additional local bus merger 
reference that might result from our recommendation.38

 
 
37 Response hearing summary, paragraph 30. 

 We also recognize that there 
will be costs to business from any additional CC merger investigations. To the extent 
that any such costs might be incurred in practice they would, in our view, be justified 

38 We recognize that this might overstate the costs to the CC of a small local bus merger inquiry. 
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by the contribution of effective merger control in this sector to the effectiveness of our 
remedy package. 

93. Two large operators told us that our recommendation would give rise to additional 
economic costs. FirstGroup stated that this remedy would also make it significantly 
more difficult for entrepreneurs to exit and that increasing barriers to exit in such a 
way might in turn create disincentives to enter.39 Similarly, Stagecoach40

(a) The likelihood of small operators going out of business—if more mergers are 
referred to the CC this will have a chilling effect on acquisitions as the cost of 
notification, clearance or referral to the CC would not justify the acquisition of a 
small business. This leaves smaller operators with few options as it is less likely 
that other potential purchasers, that involve reduced competition risk, can be 
found. Smaller firms would therefore have to exit the market and therefore this 
would create a barrier to exit and ultimately a barrier to entry for small operators. 

 said that the 
CC had failed to take into account a number of relevant costs, being: 

(b) Cost of ‘calling in mergers’ where there is no overlap—the CC suggests that the 
OFT should call in mergers which meet the jurisdictional test, even where there 
are no overlaps raising competition concerns. This would appear to have an 
additional cost, in terms of OFT resource, but with no benefit as the OFT is only 
likely to be able to refer such mergers on the basis of a loss of potential compe-
tition, which may be rare. This would also increase barriers to entry. 

94. We did not consider that these alleged distortions were likely to be material. We are 
not recommending a change to the reference test for mergers and would only expect 
those mergers to be referred for which OFT has identified a realistic prospect of an 
SLC. We do not expect the process of effective merger scrutiny to create material 
barriers to entry or exit (because, for example, other potential purchasers may exist 
for particular businesses which would not raise competition concerns). We concluded 
that the benefits of effective merger scrutiny are likely to outweigh this very limited 
risk. As regards the point in paragraph 93(b), where the OFT can easily establish that 
a merger is unlikely to give rise to an SLC, we would expect them to be able to make 
such decisions promptly without incurring significant additional costs. 

Partnerships 

Costs 

95. We expect the implementation and ongoing costs associated with our recommen-
dation to the OFT to establish a forum with LTAs to be small. 

96. As part of our consideration of this remedy, we reviewed the evidence we received 
on the cost of partnerships, including on potential distortions that might arise. For 
example, one potential cost of partnership schemes is if services are over-specified 
so that passengers are forced to pay higher fares for bus services of higher quality 
than is optimal given their preferences. In this regard, Lothian Buses told us that 
market forces were generally better suited to balancing quality against costs than 
regulation.41

 
 
39 

 A number of parties raised the additional cost to operators—likely to be 
passed on via higher fares—as a cost of partnership schemes. SPT highlighted the 

FirstGroup response to provisional decision on remedies, paragraph 9.3. 
40 Stagecoach response to provisional decision on remedies, paragraph 7.13. 
41 Lothian Buses response to Remedies Notice, paragraph 149. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/firstgroup_pdr_response_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/stagecoach_pdr_response_excised.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/lothian_buses_rn_response_non-con_scissored_rhd.pdf�
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risk that some investment spurred by a partnership scheme may not generate a 
return for the passengers in the LTA area in line with SPT strategy objectives.42

97. In response to the provisional decision on remedies, SYPTE was concerned that we 
may not have captured the actual cost in terms of LTA and operator time in working 
partnerships up to completion and then monitoring delivery.

 

43 Nexus submitted that 
any of the quality enhancements required under these schemes, such as commit-
ments on vehicle quality and service frequencies might raise the barrier to entry for 
some operators.44

98. Because partnership schemes are tailored to specific circumstances and are subject 
to a competition test, we expect them to be introduced only when their benefits 
exceed their costs. Arriva suggested that partnerships were unlikely to be distortion-
ary or have a negative impact because they were generally voluntary, and so each 
party would not engage in them unless they were benefiting from doing so.

 

45

Wider benefits 

 Overall 
we expect the costs of our recommendations to be modest. 

99. Much of the impact of partnership schemes is likely to be felt by passengers outside 
the realm of competition. As we set out in paragraphs 12.85 to 12.97, LTAs told us 
that partnership schemes often delivered increased investment in services, higher 
vehicle quality, better punctuality and higher patronage. Some of these advantages 
were also cited by various parties in their responses to our Remedies Notice, as were 
the potential benefits of increased investment in infrastructure, improved reliability 
and improved network stability (see, for example, the published responses of SPT, 
City of York Council and Stagecoach46

100. These effects should all serve to increase patronage. In paragraphs 12.85 to 12.97, 
we discuss examples of improvements in infrastructure and frequency which had 
resulted in significant improvements in customer numbers. 

). 

BSOG 

101. We consider that there will be minimal, if any, cost arising from this remedy as we are 
not recommending any additional spending. Given that the DfT’s review of BSOG is 
already under way, the additional matters we are suggesting the DfT may wish to 
consider can be incorporated with relatively minimal cost as part of this review. 

Summary of overall cost of the remedy package 

102. We have been able to quantify some of the one-off implementation costs of our 
remedies as follows: 

(a) Between £3.7 million and £14.6 million for introducing new MTC schemes into 
each Urban Area which does not currently have such a scheme and for reforming 
existing schemes. We consider that this is likely to overestimate the costs, if 

 
 
42 SPT response to Remedies Notice, paragraph 7.22. 
43 SYPTE response to the provisional decision on remedies, paragraph 5.4. 
44 Nexus response to the provisional decision on remedies, paragraph 1.1. 
45 Arriva response to Remedies Notice, p45.  
46 SPT response to Remedies Notice, paragraphs 7.19 & 7.21; Rotala response to Remedies Notice, p11; Stagecoach 
response to Remedies Notice, p47. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/07_spt_response_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/syita_sypte_pdr_response.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/nexus_pdr_response.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/05_arriva_response_to_rn_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/07_spt_response_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/rotala_response_to_notice_of_possible_remedies_by_cc_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/06_stagecoach_remedies_response_non_con_scissored_rhd.pdf�
http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/06_stagecoach_remedies_response_non_con_scissored_rhd.pdf�
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anything, as our analysis has been carried out on a conservative basis. Not all 
LTAs will decide to introduce an MTC scheme for their area. 

(b) In relation to our operator behaviour remedies, we estimated that these would 
involve implementation costs in the order of £50,000 for the administration 
involved in changes to the registration system in England and Wales and costs to 
operators and VOSA of £28,000 for updating existing frequent service registra-
tions. This indicates a total implementation cost of around £78,000 for the 
changes to service registration. 

(c) We estimated that our remedies on access to bus stations would lead to an 
implementation cost of between £180,000 and £1.2 million in the first year, 
depending on which operator’s estimate is used. 

103. The total of the implementation costs that we have been able to quantify is therefore 
in the region of £4.0–£15.9 million. This estimate is based on some conservative 
assumptions and includes the main implementation costs that we have identified. We 
have also identified some smaller implementation costs that we have not quantified. 
These include the implementation costs associated with developing guidance and/or 
legislation as part of our recommendations in relation to multi-operator ticketing, 
operator behaviour, supported services and effective competition enforcement. In 
each case, we have noted that the cost of developing this guidance or legislation is 
likely to be modest. We therefore do not expect other implementation costs to make 
a material difference to this range. 

104. We have been also able to quantify some of the ongoing costs in relation to our 
remedies as follows:  

(a) We estimate that the total ongoing costs associated with introducing an MTC into 
every Urban Area currently without such a scheme to be between £1.9 million 
and £4.3 million a year. 

(b) In relation to our operator behaviour remedies, we estimated that these would 
involve ongoing costs in the order of £22,000 to £66,000, associated with 
additional short-term notice registrations. 

(c) We estimate that our remedies on bus station access would lead to ongoing 
costs of between £75,000 and £0.5 million, depending on which operator’s esti-
mate is used. We considered it unlikely that these costs would fall towards the 
upper half of this range. 

105. The ongoing costs that we have been able to quantify are in the region of £2.0 million 
to £4.8 million a year.47

106. We have also considered other potential economic costs and distortions. The 
changes that we have recommended to service registrations may lead to a delay in 
the implementation of some service changes. This delay may result in some costs to 
bus operators and/or passengers. We are unable to quantify the extent of such costs. 
However, taking into account the opportunities to avoid or mitigate these costs, we 
consider that the costs associated with delaying the implementation of service 

 We do not expect other ongoing costs to make a material 
difference to this range. 

 
 
47 For the reasons set out in paragraph 91, we have not included in this estimate any ongoing costs associated with our 
recommendations relating to merger control. As set out in paragraph 92, to the extent that any such costs are incurred in 
practice they would, in our view, be justified the contribution of effective merger control in this sector to the effectiveness of our 
remedy package. 
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changes are likely to be small. We have not identified any other material economic 
costs or distortions associated with this or any other remedy. 
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Glossary 

1930 Act The Road Traffic Act 1930. 

1968 Act The Transport Act 1968. 

1985 Act The Transport Act 1985. 

1998 Act The Competition Act 1998. 

2000 Act The Transport Act 2000. 

2002 Act The Enterprise Act 2002. 

2008 Act The Local Transport Act 2008. 

AEC  Adverse effect on competition, as set out in section 134 of the 
2002 Act. 

ALBUM The Association of Local Bus Company Managers, set up in 1984 
by municipal transport managers as an organization of individuals 
rather than companies. It now includes both municipal and non-
municipal operators. PLC-sector operators are entitled to associ-
ate membership. ALBUM represents about 25 per cent of bus 
operators and the size of its members ranges from large munici-
pals to very small operators. 

ATCO The Association of Transport Co-ordinating Officers, an associ-
ation of officers working in transport-related areas within local 
authorities. 

Basemap Basemap Ltd. A consultancy which undertook preparation of data 
for the CC on local bus routes by producing a geocoded database 
of route lines in the NPTDR (the Traveline database). 

BSOG Bus Service Operators Grant. In England and Wales, a grant paid 
to reimburse bus operators for some of the excise duty paid on 
the fuel consumed in operating eligible local bus services. In 
Scotland, the grant is based on eligible kilometres operated and is 
no longer linked to fuel duties. 

Bus route A service provided by a bus under a particular number. 

Bus station operator The entity responsible for managing the bus station, including set-
ting charges to third parties for use of the bus station, as well as 
in most cases managing bus stand allocations. 

CACI CACI Ltd. The CC used CACI-produced data to provide demo-
graphic information for its performance concentration analysis. 

CAGR Compound annual growth rate. 

CAPM Capital asset pricing model.  

Case studies The CC carried out case studies examining the way that markets 
for bus services operate in practice at the local level. Eleven case 



Glos-2 

studies were undertaken: Devon, Cornwall, Norfolk, Fife, 
Worcester, Lancaster, Oxford, Cardiff, Nottingham, Tyneside and 
Birmingham. 

CC Competition Commission. 

CC survey The survey of bus users carried out by Harris Interactive for the 
CC in this investigation. 

Centro The name of the PTE for the West Midlands. 

Cheap exclusionary 
behaviour or cheap 
exclusion 

A distinct category of behaviour that may be distinguished from 
normal competition in that it is undertaken to diminish a rival’s 
ability to offer its service but delivers no benefit to customers. 

Commercial services Bus services other than supported services. 

Competition test This test applies instead of the 1998 Act to certain activities of 
LTAs including agreements with operators. It requires LTAs to 
consider and justify any resultant impact on competition. 

Concessionary travel Providing free or discounted (ie concessionary) travel for eligible 
groups, for example people of pensionable age or with disabilities, 
is a long-established practice. The precise terms of the conces-
sion vary across the reference area.  

Confederation of 
Passenger Transport 

A trade association for bus, coach and light rail industry oper-
ators. 

Conjoint analysis An exercise carried out in the CC survey which asked respon-
dents to choose between a number of scenarios that included 
attributes such as price changes and frequencies. The aim of the 
conjoint analysis was to assess the impact of different attributes 
of bus travel on the demand for the bus. 

Corelim Consultants Corelim Consultants were commissioned by the CC to survey 
literature produced by academic economists on the structure of 
local bus services. 

Core territory Those parts of an operator’s network which it regards as its ‘own’ 
territory, in the sense that it will not expect rival operators to 
compete in this area. The precise delineation of a ‘core territory’ 
depends on the perceptions of the operator and this may or may 
not be fully understood by rivals. 

Cross-price elasticity  The extent to which customers are willing to switch between bus 
operators in response to changes in operators’ relative prices or 
other aspects of service. 

DDA The Disability Discrimination Act 2005. Buses which are DDA-
compliant are those which meet the requirements of the Act. 
Compliance is being phased in and bus operators are required, 
for example, to ensure that all buses have low-floor access by 
1 January 2017. 
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Dead mileage The distance a bus runs without earning revenue between a 
depot and a pick-up point for passengers. 

Demand-responsive 
services 

Services characterized by flexible routing and scheduling of small/ 
medium vehicles operating in shared-ride mode between pick-up 
and drop-off locations according to passengers’ needs. 

De minimis contracts Contracts to provide supported services which are not put out to a 
full open tender. These are currently of relatively low value.  

Depot A facility where buses can be stored when not in service, and 
which may include maintenance and refuelling facilities. 

DfT Department for Transport. 

Direct competition See head-to-head competition. 

EBIT Earnings before interest and tax. 

EBITDA Earnings before interest, tax, depreciation and amortization. 

Econometric demand 
study 

The CC commissioned an econometric study of demand for local 
bus services based on data on travel patterns from the NTS and 
undertaken by J Molnar and L Nesheim. 

ERP Equity risk premium.  

EV Enterprise value. 

Exclusionary conduct Conduct by bus operators that is intended to or has the effect of 
forcing rival operators to withdraw from the market, thus reducing 
competition. In the updated issues statement we defined exclus-
ionary conduct as behaviour that is only commercially rational if it 
raises the barriers to entry of a rival or excludes a rival operator. 
We distinguish between the general concept and cheap exclus-
ionary conduct (see cheap exclusion). 

Flow A flow is any journey or connection between two specified points. 
Flows may correspond to journeys on a route (eg between bus 
stops). 

FRND Fair, reasonable and non-discriminatory. 

Ftr ‘Future’, an articulated vehicle slightly longer and higher than 
existing articulated buses, air-conditioned and described as a 
‘streetcar’ by FirstGroup, which operates the vehicle in Leeds, 
Swansea and York. In some instances, these vehicles also have 
conductors. 

Geographic market 
segregation 

The outcome resulting from bus operators avoiding direct compe-
tition with their rivals in the same areas or on the same routes, 
due to a recognition of the mutual advantage in limiting the extent 
of competition between them. Such coordination could be 
achieved tacitly, or could be reached via more explicit means.  

GROS General Register Office for Scotland. 

http://www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/10_09_10_updated_issue_statement.pdf�
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Headrunning When one operator runs its bus service directly ahead of another 
operator’s service on the same route, in order to collect the 
passengers who are waiting for the other operator’s bus service. 

Head-to-head 
competition 

Occurs where competing operators offer rival services to con-
sumers that perform the same function, ie they are competing for 
the same passengers by offering equivalent journeys. 

Headway The interval of time between the fronts of two vehicles (eg buses) 
moving in succession in the same direction, especially along the 
same route. 

Inter-urban services Services that run between urban centres. 

Intra-urban services Services that run within a single urban centre. 

ITAs Integrated Transport Authorities, established by the 2008 Act, 
replacing Passenger Transport Authorities in England. They are 
responsible for transport across a number of wide passenger 
transport areas and are made up of nominated elected represen-
tatives of the local authorities in those areas. The ITAs are: 
Centro (West Midlands); Greater Manchester Combined 
Authority; Merseytravel (Merseyside); Metro (West Yorkshire); 
Nexus (Tyne & Wear); and South Yorkshire. ITAs come under the 
wider categorization of LTAs. 

KPIs Key performance indicators. 

Large Operators Operators which the Traveline database shows to run at least 
100,000 local bus services a week in the reference area. These 
are Arriva, FirstGroup, Go-Ahead, National Express and 
Stagecoach. 

Leapfrogging The process by which two competing operators change time-
tables in quick succession to try to run ahead of their rival (see 
headrunning). Also used to describe the situation where rival 
buses ‘race’ each other on the road, seeking to overtake in order 
to be the first to arrive at busy bus stops, resulting in several 
changes to timetables in quick succession. 

LEK L.E.K. Consulting. 

Local bus service A bus service using PSVs to carry passengers at separate fares 
over short distances. The route can be any length provided that 
passengers can get off within 15 miles of where they were picked 
up. 

LTA Local Transport Authority. LTAs implement transport policies 
within their areas and can tender supported services. The statu-
tory definition of LTAs includes ITAs and SPT. 

LTP Local transport plan. LTAs in England are required to produce a 
local transport plan. 

Manager A local bus operator that manages a bus station which is either 
privately owned or owned by a local authority (but where the bus 
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station is not managed under the local authority’s contracting-out 
powers under the 1985 Act). 

MEA Modern equivalent asset value.  

Metro The name of the PTE for West Yorkshire. 

Mid-Sized Operators Operators with 200 vehicles or more in the reference area, as at 
January 2010. 

Minimum cost 
contracts 

Contracts for supported services where the operator does not 
retain ticket revenue and tenders for the cost of operating the 
contract, and so does not bear any revenue risk. 

Minimum subsidy 
contracts 

Contracts for supported services where the operator retains ticket 
revenue, and tenders for the cost of operating the service less the 
estimated revenue and so the operator bears the revenue risk. 

MITs Multi-operator individual tickets. Arrangements where two or more 
different operators provide services which can be used to make a 
particular journey and ticket holders can choose whichever ser-
vice they use to make part or all of that journey. 

MMC Monopolies and Mergers Commission. 

MTCs Multi-operator travelcards, which entitle ticket holders to make 
multiple journeys on a number of different operators’ services 
across a number of different routes, provided those routes and 
services are not substantially the same—bus zonal tickets and 
travelcards, for example, are likely to be examples of MTCs. 

Multi-journey tickets These tickets allow travel for more journeys than one single trip. 
They might allow travel on only one route (eg return tickets) or on 
more than one route (see MITs and MTCs). 

Multi-operator tickets Tickets which are accepted by a number of operators within an 
LTA or PTE (see MITs and MTCs). 

Multi-regional 
Operators 

Operators which have multiple separate operating subsidiaries in 
different parts of the reference area. These are Arriva, FirstGroup, 
Go-Ahead, Stagecoach and Transdev.1 

Municipal Operators Operators that are owned by a local authority, either wholly or via 
a majority shareholding. 

NaPTAN The National Public Transport Access Node database—a data-
base of all bus stops and bus stations in the UK, maintained by 
the DfT. 

Networks Collections of interconnected routes. 

Network tickets Tickets valid for more than one bus route or journey, including 
season tickets. 

 
 
1 The merger of Veolia and Transdev was completed on 3 March 2011. The merged entity is known as Veolia Transdev.  
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Nexus The name of the PTE for Tyne and Wear. 

NPDTR National Public Transport Data Repository: a database of the 
operator, timetable and timing points of all local bus services in 
the UK. The database is maintained by Traveline, a partnership 
of transport operators and local authorities formed to provide 
information about public transport. 

NTS National Travel Survey, a household survey carried out regularly 
by the DfT of personal travel by residents within Great Britain, 
designed to provide data on personal travel and monitor changes 
in travel behaviour over time.  

OFT Office of Fair Trading. 

ONS Office for National Statistics. 

Operating company 
(OpCo) 

An operating division of a bus company. 

Overlapping routes Routes that provide passengers with a choice for a particular 
point-to-point journey. Routes may overlap for only part of their 
length. 

Own-price elasticity The percentage change in volume following a percentage change 
in price or other variables. 

Partnerships There has been an increasing focus on the development of 
partnerships (see Quality Partnership, VPA) between LTAs and 
operators where each contributes to the improvement of local bus 
services, for example by improving punctuality of the quality of 
service. These can be voluntary or statutory arrangements.  

Passenger Focus Passenger Focus is an independent watchdog for British rail 
passengers and since February 2010 for England’s bus, coach 
and tram passengers outside London. It is sponsored by the DfT. 

Performance 
concentration 
analysis  

The CC’s performance concentration analysis in this investigation 
assessed whether market outcomes (bus fares and the frequency 
of local bus services) vary because of differences in the degree of 
competition between local bus operators. 

Points-scoring 
system 

A system for evaluating tender bids for supported services 
where points are awarded for different aspects including the 
quality of the bid.  

Potential competition A constraint arising from supply-side substitution where operators 
in or near an area could easily expand or redeploy services if a 
profitable opportunity arises, and this threat serves to limit the 
actions of incumbent operators in anticipation of the risk of such 
entry or expansion. 

PSV Public service vehicle. 

PVR Peak vehicle requirement, the maximum number of buses 
required to maintain planned services on a bus route or network. 
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Quality contract 
(schemes) 

A form of franchise in which LTAs award contracts to operators 
(following competitive tendering) to operate local bus services in a 
defined area. Other operators are precluded from operating in the 
defined area. No quality contracts (schemes) yet exist. 

Quality Partnership There are two broad types, statutory and voluntary. See 
Partnerships, SQP and VPA. 

PTE Passenger Transport Executive. The PTEs provide, plan, procure 
and promote public transport for each of the ITAs. 

PTEG  Passenger Transport Executive Group, which brings together and 
promotes the interests of the six PTEs in England. 

Reference area The investigation’s reference area is the UK excluding Northern 
Ireland and London. 

RF Reimbursement factor. A component in the calculation of the 
reimbursement of operators for providing concessionary travel. 
It is related to the number of concessionary passengers who 
would not have travelled in the absence of the concession. In 
Wales, the equivalent term is the modifying factor. 

ROCE Return on capital employed. 

Season ticket Any ticket that allows unlimited travel for a certain time period and 
for a certain set of routes. Where a season ticket allows travel 
across more than one route, this is referred to as a network 
ticket. 

Shire county A county-level entity in England that is not a metropolitan county. 

SLC Substantial lessening of competition. 

Small Operators Operators with fewer than 200 vehicles in the reference area. 

Smart ticketing The electronic storage of tickets on microchips, commonly con-
tained in a plastic smartcard. Tickets are checked by presenting 
the smartcard to a smart reader. 

SQP Statutory quality partnership, a statutory scheme made by an 
LTA requiring operators to meet certain standards in order to be 
able to use bus-related facilities.  

SPT Strathclyde Partnership for Transport, a regional transport 
partnership in Scotland which acts as an LTA for a number of 
local authorities. It was formerly known as Strathclyde Passenger 
Transport Authority. 

Sunk costs Costs incurred in entering a market which cannot be recovered in 
the event of subsequent exit. 

Supported services See tendered services. Also includes services operated under 
de minimis contracts and emergency contracts which are not 
tendered. 
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SV margin Gross margin less semi-variable costs. 

SYPTE South Yorkshire PTE. 

TAS The TAS Partnership Limited, specialist consultants in public 
transport. 

TCA Travel Concession Authority. In England, TCAs calculate and 
distribute concessionary fare reimbursements to operators. 

Tendered services Services operated under contract to LTAs, which seek tenders for 
doing so; these supported services are not operated commer-
cially, ie some or all of the operator’s revenue is provided by the 
LTA under the contract. 

TFEU The Treaty on the Functioning of the European Union. 

TfGM Transport for Greater Manchester, the PTE for the Greater 
Manchester Combined Authority. Formerly known as GMPTE. 

Ticketing Block 
Exemption 

The Ticketing Block Exemption adopted by the OFT allows ticket-
ing schemes to be exempted from the application of the Chapter I 
prohibition of the 1998 Act, provided that they satisfy certain con-
ditions designed to remove potential anticompetitive effects. 

TRC Traffic Regulation Condition. The Traffic Commissioner may 
determine traffic regulation conditions at the request of a local 
authority. The conditions can apply to all local services in the area 
specified, or to a particular class of services, and may be used 
only when required to prevent dangerous traffic conditions, 
reduce severe traffic congestion or reduce noise and air pollution. 

Traffic 
Commissioners 

Appointed by the Secretary of State for Transport (and in 
Scotland there is consultation with Scottish Ministers), they have 
responsibility in their traffic area for the licensing of the operators 
of buses and coaches and the registration of local bus services. 

Transport Scotland The national transport agency for Scotland. Its purpose is to help 
deliver the Scottish Government’s policy for transport. 

Traveline database  The geocoded database of all local bus routes in the reference 
area and their timetables, constructed for the CC by Basemap by 
combining information held in the NPTDR, the NaPTAN database 
of bus stops and Ordnance Survey information on the UK road 
network. The CC used the Traveline database in a number of its 
analyses in the investigation. 

Urban Area (UA) In broad terms, an urban area is a town or city and contiguous 
suburbs. In the CC survey and elsewhere in this report, the 
expression ‘urban area’ is used in a broad sense. As part of our 
analysis, the CC defined a set of 239 Urban Areas within the 
reference area, each corresponding to a city or town (or a group 
of nearby cities or towns) and any nearby suburbs with highly 
interconnected bus networks. The Urban Areas and the methodol-
ogy used to delineate them are listed in Appendix 4.2. 
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Unitary authority A type of local authority that has a single tier and is responsible 
for all local government functions within its area. 

User A bus operator that uses a bus station but is not the Manager of 
that bus station. 

VOSA Vehicle and Operator Services Agency. Among a range of other 
activities, it provides specific support to the role of Traffic 
Commissioners and monitors compliance with service regis-
trations.  

VPA Voluntary partnership agreement, a voluntary agreement under 
which LTAs undertake to provide facilities for the purpose of 
bringing benefits to persons using local bus services within their 
areas, and local bus service operators undertake to provide 
services of a particular standard. 

WACC Weighted average cost of capital.  
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List of bus operators referred to in the final report1 

1st Choice Transport 
Ltd 

A small operator in Wales. 

A1 Mini Coaches A small operator in Lancashire. 

A&M Group A small operator in the Midlands and South-East of England. 

Abellio A small operator in Surrey, operating as Abellio West London Ltd. 
Part of the Abellio group which operates transport services in a 
number of European countries, including the UK where it operates 
rail services as well as bus services in London and Surrey.  

ABUS A small bus company operating in Bristol, Bath and Somerset. 

ACL Coaches A small operator in Somerset. 

Airparks Services A small operator in the Midlands and South-East of England. 

Ambassador Travel 
(Anglia) 

A small operator in Norfolk and Suffolk. 

AMK A small operator in Hampshire. 

AM PM AM/PM Travel, a small bus operator in the West Midlands. 

Amvale A small operator in Grimsby. 

ANE Arriva North East. See Arriva. 

Anglian Bus A small operator in Norfolk and Suffolk. 

Arriva Arriva plc, an operator of bus and rail services in the UK, with a 
number of separate operating divisions. Since August 2010 it has 
been a wholly-owned subsidiary of Deutsche Bahn AG. Arriva’s 
UK bus regional operating companies are: Arriva Midlands, Arriva 
North West & Arriva Bus Wales, Arriva Yorkshire, Arriva Southern 
Counties, Arriva The Shires, Arriva North East and Arriva 
Scotland West. 

Autocar Bus & Coach 
Services 

A small operator in Kent and East Sussex. 

Avon Buses A small bus operator in the Wirral, Merseyside. 

Bagnalls A small operator in the Midlands. 

Bains Coaches A small operator in Aberdeen. 

Bakerbus A small operator in the North-West and West Midlands. 

 
 
1 Largely current operators.  
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Bakers Dolphin A small operator in south-west England. 

Bakers (Liskeard) A small operator in south-west England. 

Battersby Silver Grey 
Coaches 

A small operator in the North-West. 

Bennetts A small operator in the South-West. 

Blackpool Transport Blackpool Transport Services Ltd, an operator of tram and local 
bus services in the urban areas of Lancashire’s Fylde Coast. It is 
wholly owned by Blackpool Borough Council.  

Black Velvet Travel A small operator in Southampton and Hampshire. 

Bodmans A small operator in Wiltshire. 

Bournemouth 
Transport 

See Transdev. An operator in Bournemouth. Sold to RATP in 
2011 by Transdev as part of the Transdev/Veolia merger 
agreement. Bournemouth Transport is now known as Yellow 
Buses. 

Bryans Coaches A small operator in Falkirk and Stirling. 

Brylaine Travel A small operator in Boston, Lincolnshire. 

Burghfield 
Minicoaches 

A small operator in Surrey and Hampshire. 

Bu-Val Buses A small operator in Greater Manchester. 

Bws Padarn A small operator in Wales. 

C&M Coaches A small operator in Strathclyde. 

Cardiff Bus Cardiff City Transport Services Ltd, an operator of local bus ser-
vices in Cardiff and the surrounding area. It is wholly owned by 
the City and County Council of Cardiff. 

Carousel Buses A small operator in Buckinghamshire. 

Carters Coach 
Services 

A small operator in Essex and Suffolk. 

Central Buses A small operator in the West Midlands. 

Centrebus Holdings Centrebus Holdings Ltd, a bus operator trading as Centrebus, 
Huddersfield Bus Company and K-Line. 60 per cent owned by 
Centrebus Limited shareholders and 40 per cent by Arriva. It 
operates in Huddersfield, Bradford and Leeds in Yorkshire. 

Centrebus Limited Centrebus Limited, a bus operator trading under the Centrebus 
name, operating in Leicestershire, Lincolnshire, Hertfordshire, 
Bedfordshire, including Luton, Dunstable and Derbyshire/ 
Cheshire.  
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Chalkwell Garage & 
Coach Hire 

A small operator in Kent. 

Chelston Leisure 
Services 

A small operator in Torquay. 

Choice Travel See Midland Choice. 

City Sprinter A small operator in Renfrewshire, Scotland. 

Clarkes Coaches A small operator in Greater London and Kent. 

Clintona Minicoaches A small operator in Essex. 

Coach Service Ltd A small operator in Norfolk and Suffolk. 

Coakley Bus 
Company 

A small operator in Lanarkshire, Scotland. 

Coastal Coaches A small operator in Lancashire and Kent. 

Comfort DelGro A small operator in Hertfordshire and Surrey. Part of ComfortDelGro 
Corporation Limited, a Singapore-based international transport 
group. 

Compass Travel A small operator in West Sussex. 

Confidence Buses A small operator in Leicester. 

Cooke’s Coaches A small operator in Taunton. 

Coombs Travel A small operator in Weston-super-Mare. 

Cotswold Green A small operator in Bath and Gloucestershire. 

Countryliner A small operator in Surrey and Sussex. 

Countrywide Travel A small operator in Northampton. 

Courtney Coaches A small operator in Bracknell and Maidenhead, Berkshire. 

Cumfybus A small operator in Lancashire. 

D&E Coaches A small operator in the Highlands of Scotland. 

D&G Coach & Bus A small operator in the Midlands and North-West. 

Dart Pleasurecraft 
Ltd-Riverlink 

A small operator based in Devon, operating a ferry, cruise boat 
and buses. 

Delaine Buses A small operator in the East Midlands. 

Diamond Bus See Rotala. 

Discovery Dorset A small operator in Dorset. 
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D Jones & Son A small operator in Wrexham. 

Dodds of Troon A small operator in Ayrshire, Scotland. 

Doyles A small operator in Dorset and Hampshire. 

Drakes Travel 
Services Ltd 

A small operator in Wales. 

DRM Bromyard A small operator in Worcestershire. 

E&M Horsburgh A small operator in Edinburgh and Fife. 

East London Bus 
Group 

A small operator in Essex and Kent. 

Eastonways A small operator in Kent. 

Easyway of Pencoed A small operator in Wales. 

Edwards Coaches A small operator in South Wales. 

Elcock Reisen A small operator in Telford. 

Emsworth & District 
Motor Services 

A small operator in Hampshire and West Sussex. 

Ensign Bus A small operator in Essex and Kent. 

Excel Coaches A small operator in Bishops Stortford, Essex. 

Express Lines A small operator in Northamptonshire and Hertfordshire. 

EYMS EYMS Group Ltd. Its subsidiary East Yorkshire Motor Services 
Ltd is an operator of bus and coach services in north and east 
Yorkshire. It has two other subsidiaries: Finglands Coachways Ltd 
and Whittle Coach and Bus Ltd. 

Faresaver A small operator in Bath. 

Filers Travel A small bus operator in north Devon. 

FirstGroup FirstGroup plc, an operator of bus and rail services in the UK. It 
has a number of operating companies in its bus regions. Its bus 
regions are: Aberdeen, Berkshire, Bristol Somerset & Avon, 
Cymru, Devon & Cornwall, East England, Edinburgh, Glasgow, 
Hampshire & Dorset, West & North Yorkshire, Potteries, 
Manchester, Midlands and East Yorkshire. 

Fisher Tours A small operator in Kirkcaldy. 

Fleet Buzz A small operator in Berkshire and Hampshire. 

Fosseway Coaches A small operator in Chippenham, Wiltshire. 

Frome Minibuses A small operator in Somerset and Wiltshire. 
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FT Williams A small operator in Cornwall. 

GHA Coaches A small operator in north-east Wales. 

Gill’s Travel A small operator in Derbyshire. 

Glamorgan Bus A small operator in South Wales. 

GNE Go North East. See Go-Ahead. 

Go-Ahead Go-Ahead plc, an operator of bus and rail services in the UK. It 
operates the Oxford Bus Company in Oxford, the Brighton & Hove 
Bus and Coach Company in Brighton, Konectbus in Norfolk and 
Plymouth Citybus in Plymouth, Go South Coast and Go North 
East. It also operates Metrobus in Crawley, Surrey and the Wilts 
& Dorset Bus Company Limited. Plymouth Citybus was acquired 
in December 2009 and Konectbus was acquired in March 2010. 

Golden Boy Coaches A small operator in Hertfordshire. 

Graham Mallinson-
Tates Travel 

A small operator in Yorkshire. 

Grant Palmer A small operator in Bedfordshire and Hertfordshire. 

Grayline Coaches A small operator in Bicester, Oxfordshire. 

Griffin Bus A small operator in Kent. 

Halifax Bus Company A small operator in Yorkshire. 

Halifax Joint 
Committee 

A small operator in Yorkshire. 

Halton Borough 
Transport 

Halton Borough Transport Limited, a municipal bus operator in the 
Halton (Widnes & Runcorn) area. 

Hamilton & Buckbys 
Coaches 

A small operator in Cambridgeshire and Leicestershire. 

Harlequin Coaches A small operator in Perth and Stirling. 

Harris A small operator in Wales. 

Harrogate Coach 
Travel 

A small operator in Yorkshire. 

Hawkes Coaches A small operator in the East Midlands. 

H C Chambers & Son A small operator in Bury St Edmunds. 

Heartlands Travel A small operator in the East and West Midlands. 

Hedingham 
Omnibuses 

A small operator in Essex and Suffolk. 
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Henderson Travel A small operator in Strathclyde. 

Henry Hulley & Sons 
Ltd 

A small operator in the East Midlands. 

Heyfordian A small operator in Oxfordshire. 

Hodgson & Son A small operator in Yorkshire. 

Hoggans A small operator in South Wales. 

Hollands Coaches A small operator in the West Midlands. 

Holloway Coaches A small operator in Grimsby. 

Hopleys Coaches A small operator in Cornwall. 

Hornsby Travel 
Services 

A small operator in Yorkshire. 

Houston’s 
Minicoaches 

A small operator in Dumfries and the Scottish Borders. 

Huyton Travel A small operator in the North-West. 

Imperial Bus 
Company 

A small operator in Essex. 

Ipswich Buses Ipswich Buses Limited, a wholly-owned subsidiary of Ipswich 
Borough Council. 

Islwyn Borough 
Transport 

A small operator in Wales. 

J&D Travel A small operator in Bedfordshire and Hertfordshire. 

Jacksons of Silsden 
Ltd 

A small operator in Yorkshire. 

Jim Stones Coaches A small operator in Greater Manchester. 

John Fishwick & 
Sons 

A small operator in the North-West. 

Johnsons Coach & 
Bus Travel 

A small operator in the South-West and West Midlands. 

John’s Travel 
(Merthyr Tydfil) 

A small operator in Merthyr Tydfil. 

Judge’s Mini 
Coaches 

A small operator in Leicestershire and Northamptonshire. 
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Kelvin Valley 
Coaches 

A small operator in Glasgow. It ceased operating during our 
investigation. 

Kent Top Travel A small operator in Kent wholly owned by Kent County Council. 

Kimes A small operator in the East Midlands. 

Kingsman 
International 

A small operator in Kent. 

Kirkby Lonsdale 
Coaches 

A small operator in the North-West and Yorkshire. 

K Line See Centrebus Holdings. 

Konectbus See Go-Ahead. 

Leven Valley 
Coaches 

A small operator in the North-East. 

Llew Jones Coaches A small operator in Wales. 

Loch Lomond Bus 
Services 

A small operator in Strathclyde. 

Lords Coaches A small operator in Kingston-upon-Hull. 

Lothian Buses Lothian Buses plc, an operator of local bus services in Edinburgh, 
Mid-Lothian and East Lothian. The City of Edinburgh Council 
owns approximately 91 per cent of the company’s shares.  

M&M Coaches A small operator in Lancashire. 

MacEwan’s Coach 
Services 

A small operator in the Scottish Borders. 

Marshalls of Sutton 
on Trent 

A small operator in the East Midlands. 

Maytree Travel A small operator in Greater Manchester. 

McColls Coaches A small operator in Strathclyde. 

McGill’s Bus Service A small operator in Greenock and Inverclyde, Scotland. 

McKindless A small operator in the Greater Glasgow area. McKindless 
ceased trading in February 2010. 

Meridian Bus A small operator in Northamptonshire. 

Metroline A small operator in Greater London. 

MET Taxis A small operator in Blaenau Gwent. 

Midland Choice A small operator in the West Midlands, Staffordshire, Shropshire 
and Worcestershire. Formerly known as Choice Travel. 
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Mike De Courcey 
Travel 

A small operator in the East and West Midlands. 

Minerva Accord A small operator in West Sussex and Wiltshire. 

Minsterley A small operator in Powys and Shropshire. 

Moffat & Williamson A small operator in Fife, Scotland. 

Moxons Tours A small operator in Nottinghamshire and South Yorkshire. 

Mullany’s A small operator in south-west Hertfordshire. 

Mulleys Motorways A small operator in Bury St Edmunds. 

Munro’s of Jedburgh A small operator in the North-East and the Scottish Borders. 

Myles Minibus A small operator in Falkirk. 

National Express National Express plc, an operator of coach, rail and bus services 
in the UK. Its bus operating companies are West Midlands Travel 
and Tayside Public Transport. It trades under: National Express 
Coventry, National Express West Midlands and Travel Dundee. 

NCT Nottingham City Transport Ltd, an operator of tram and local bus 
services. Nottingham City Council owns 82 per cent of the com-
pany, with Transdev owning the remaining 18 per cent. 

New Adventure 
Travel 

A small operator in South Wales. 

Newbury&District A small operator in Hampshire and Reading. 

Newport Transport A municipally-owned bus operator. 

NIBS See W H Nelson. 

Nightingales of 
Beccles 

A small operator in Suffolk. 

Nippy Bus Ltd A small operator in Somerset. 

Nordi A small bus operator in West Lothian. 

Norfolk Green Go West Travel Limited, trading as Norfolk Green, a bus operator 
in King’s Lynn, Norfolk. 

Nu-venture A small operator in Kent. 

Olympic Mini-
Coaches 

A small operator in Filey, North Yorkshire. 

P&O Lloyd A small operator in Wales. 

Passenger Travel A small operator in Strathclyde and West Lothian. 
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PC Coaches A small operator in Lincolnshire. 

Peterborough City 
Services 

A small operator in Peterborough. 

Peterbus A small operator in Surrey. 

Peter Canavan  A small operator in Strathclyde. 

Phoenix Taxis A small operator in Northumberland. 

Plymouth City Bus See Go-Ahead. 

Poynters Coaches A small operator in Kent. 

Premiere Travel A small operator in the East Midlands. 

Quality Line A small operator in Epsom and Ewell, Surrey. 

RATP RATP Group, a French public transport operator. In March 2011 it 
purchased Bournemouth Transport (now known as Yellow 
Buses) from Transdev. 

Reading Transport Reading Transport Ltd, an operator of local bus services in 
Reading and Newbury, wholly owned by Reading Borough 
Council. 

Red Kite A small operator in south-east England. 

Redline A small operator in Buckinghamshire and Hertfordshire. 

Red Rose Travel A small operator in the South-East and East of England. 

Regal Busways A small operator in Essex. 

Rendalls Travel A small operator in Somerset. 

Renown Coaches A small operator in Eastbourne. 

R H Transport A small bus operator in Oxfordshire. 

Roadrunner Coaches A small operator in Bedfordshire and Essex. 

Roberts Bus & 
Coaches 

A small operator in Kent. 

Roberts Tours A small operator in Leicestershire. 

Rossendale 
Transport 

Rossendale Transport Ltd, a municipal operator owned by 
Rossendale Borough Council. 

Ross Travel A small operator in Yorkshire. 
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Rotala Rotala plc, an operator of bus and coach services. It operates bus 
services in Lancashire, the South-West, the West Midlands and 
Worcestershire. It trades in the West Midlands as Diamond Bus 
and Central Connect and in Somerset as Wessex Connect. 

Rushton Community 
Minibus 

A small operator in Northamptonshire. 

Safeguard Coaches A small operator in Surrey. 

Sanders Sanders Coaches, a small operator in Norfolk. 

Scarlet Band A small operator in Durham and Darlington. 

Scorpio Services A small operator in Gloucestershire. 

Scotbus A small operator in the Highlands of Scotland. 

Shamrock Buses A small operator in Bournemouth and Dorset. 

Shuttlebus A small operator in Ardrossan and Irvine, Ayrshire. 

Silcox A small operator in South Wales. 

Silverline A small operator in Wales and the West Midlands. 

Sixty Sixty Coaches A small operator in Wales. 

SLT A small operator in South Lancashire. 

Smiths Coaches A small operator in Strathclyde. 

Somerbus A small operator in Somerset. 

Southdown PSV A small operator in West Sussex. 

South Kent Coaches A small operator in Kent. 

South Wales 
Transport 

A small operator in South Wales. 

South West Coaches A small operator in Dorset and Somerset. 

Speedwell Bus A small operator providing local bus services in the Glossop area 
and in parts of Greater Manchester. 

Stagecoach Stagecoach Group plc, an operator of bus, coach and rail ser-
vices in the UK. It has a number of operating companies in the 
parts of the UK where it operates. Its bus operating divisions are: 
Bluebird, Fife, West Scotland, Strathtay, North East, North West, 
Glenvale, Yorkshire and Chesterfield, Manchester, East Midlands 
and Lincolnshire, Oxfordshire, Warwickshire, Cambridgeshire, 
East, West, Wales, South, Kent, South West, Highlands, and 
Eastbourne. 
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Star Travel Holidays 
Ltd 

A small operator in Yorkshire. 

St David’s Travel A small operator in South Wales. 

Stepend Travel A small operator in Strathclyde. 

Stephensons of 
Essex 

A small operator in Essex. 

Stringers Pontefract 
Motorways 

A small operator in Yorkshire. 

Suffolk County 
Council Travel 
Service 

A bus service operated by Suffolk County Council. 

Sullivan Buses A small operator in Borehamwood, Hertfordshire. 

Summercourt Travel A small operator in Essex. 

Sureline A small operator in Woking, Surrey. 

Swanbrook Coaches A small operator in Gloucestershire. 

Sweyne Coaches A small operator in Yorkshire and Lincolnshire. 

Tanat Valley Coaches A small operator in Wales and the West Midlands. 

Target Travel A small operator in Devon. 

Tates Travel A small operator in Barnsley. 

Telfords Coaches A small operator in Cumbria and the Scottish Borders. 

Thamesdown 
Transport 

Thamesdown Transport Ltd, a private limited company formed 
under the Transport Act 1985 to take over the transport 
department of the former Thamesdown Borough Council (now 
Swindon Borough Council). 

Thames Travel A small operator in Berkshire and Oxfordshire. 

The Big Lemon The trading name of The Big Lemon CIC, an independent 
Community Interest Company. It operates one registered local 
service in Brighton. 

The Green Bus A small operator in the West Midlands, owned by Warstone 
Motors. 

The Kings Ferry A small operator in Kent. 

Thomas Coaches of 
Porth 

A small operator in Wales. 

Tiger Line A small operator of inter-urban services in Buckinghamshire. Also 
known as Woottens. 
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T J Walsh A small operator in West Yorkshire. 

Townlynx A small operator in Wales and Cheshire. 

Transdev Transdev plc, an operator of local bus services in Greater 
Manchester, Lancashire and Yorkshire and a wholly-owned sub-
sidiary of the French-based group Transdev SA. The merger of 
Transdev with Veolia was completed on 3 March 2011, having 
been cleared by a number of competition authorities in Europe. 
The merged entity is called Veolia Transdev. Transdev owns 
Transdev Blazefield. It also owned Bournemouth Transport 
(now known as Yellow Buses) until disposing of it to RATP as 
part of the Transdev/Veolia merger agreement. 

Transdev Blazefield See Transdev. 

Translinc A small operator in Lincolnshire. 

Travellers Choice A small operator in Cumbria and Lancashire. 

Trent Barton See Wellglade. 

Tyrer Tours A small operator in Lancashire. 

Unilink A small operator in Southampton serving university campuses. 

Uno Bus A small operator in Hertfordshire. 

Utopia Coaches A small operator in Leeds. 

Veolia Veolia Transport UK Ltd, a wholly-owned subsidiary of Veolia 
Transport SA which provides bus and coach services. It operates 
local bus services in the Midlands, the North-East of England and 
South Wales. The merger of Veolia with Transdev was com-
pleted on 3 March 2011. The merged entity is called Veolia 
Transdev.  

Villager Community 
Bus (Beds & Bucks) 

A small operator in Bedfordshire and Buckinghamshire. 

Voel Coaches A small operator in Wales. 

Warrington Borough 
Transport 

A municipally-owned bus operator. 

Webberbus A small operator in Somerset. 

Wellglade Wellglade Ltd, an operator of local bus services in Derbyshire, 
Leicestershire, Nottinghamshire and South Yorkshire. Its subsid-
iary Trent Barton provides local bus services in Nottinghamshire, 
Derbyshire and Leicestershire. Its subsidiary Midland General 
also operates in Nottingham. Its other subsidiaries are Notts & 
Derby, Kinchbus and TM Travel. 

Western Greyhound Western Greyhound Ltd, a bus operator in Cornwall and north 
Devon. 
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Whippet Coaches A small operator in Cambridgeshire. 

White Bus Services A small operator in Berkshire. 

W H Nelson Coaches W H Nelson Coaches (Wickford) Ltd, a small operator in Essex. 
Its holding company is NIBS. 

Wilfreda Beehive A small operator in Yorkshire and the East Midlands. 

Wilsons Coaches A small operator in Strathclyde. 

Woottens See Tiger Line. 

Worcestershire 
County Council 

A small operator in Worcestershire. 

Yellow Buses See Bournemouth Transport. 

Yeomans Canyon 
Travel, Hereford 

A small operator in Hereford. 

York Pullman Bus Co A small operator in York. 

Yourbus A small operator in Nottingham. 

Z&S International A small operator in Buckinghamshire. 
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