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THE EFFECTS OF BUS DEREGULATION
ON COSTS

By P. M. Heseltine and D. T. Silcock*

INTRODUCTION

In the Buses White Paper (Department of Transport, 1984) it was argued that
deregulation would bring about reductions in unit costs of up to 30 per cent. This
assertion was based on evidence of differences in costs, both between private and
public sector operators and between National Bus Company and Passenger Trans-
port Executive operators in the metropolitan counties, and on experience of cost
reductions in the Hereford and Worcester trial area.

This paper reviews the way in which costs have, in the event, changed since
deregulation. In particular it discusses labour costs, drawing heavily from work
carried out for the Transport and Road Research Laboratory (Heseltine and
Silcock, 1989). The research concentrated on the metropolitan areas, excluding
London. All seven Metropolitan PTC’s, 12 former NBC/SBG subsidiaries and 26
independents of various size were interviewed between October 1988 and January
1989. The sample covered 75 per cent of all local bus mileage operated in the
seven metropolitan areas. In addition, five operators were selected for more
detailed analysis of changes in working practices and their effects on efficiency
(Heseltine and Silcock, 1990).

The difficulties associated with the attribution of effects between the simul-
taneously applied measures of deregulation, compulsory competitive tendering of
subsidised services, privatisation and subsidy reduction have been discussed in the
introductory paper to this issue. Suffice it to note here that subsidies in the six
passenger transport authority areas fell from £237 million in 1984/85 to £117
million in 1987/88, and that bus company managers have, in interviews, identified
this as the most powerful influence on their costs. The evidence that cost reduc-
tions were particularly large in areas where the reductions of subsidy were greatest
is consistent with that view. However, we have not attempted in this paper to
attribute cost reductions to the various influences.

* Transport Operations Research Group, University of Newcastle upon Tyne.
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OVERALL CHANGES IN OPERATING COSTS AND PRODUCTIVITY

Statistics published by the Department of Transport (1988) show substantial
reductions in unit operating costs over the period 1985/86 to 1987/88 (Table 1).
For the English PTCs these costs fell by approximately 30 per cent, as the White
Paper claimed was possible. However, caution is necessary in interpreting these
figures for the PTCs, as they do not take account of costs remaining with the
PTEs, such as those associated with tendering and co-ordination.

The cost reductions reported for the other English operators are less than for
the PTCs, but, at 22 per cent overall, are still substantial. When Scottish and
Welsh operators are included (but not those in London), the overall reduction in
operating costs is 30 per cent. The figures quoted in Table 1 are adjusted to
1987/88 prices by the Retail Price Index; yet, even at current prices, absolute
reductions have occurred. In the PTCs, in money terms, costs per vehicle-km fell
by some 26 per cent over the three-year period. For other English operators, the
reduction was 20 per cent. These statistics are supported by figures quoted to
the authors during interviews with company managers carried out during late
1988/early 1989. PTCs were claiming cost reductions in the range 25 to 40 per
cent; ex-NBC operators were making more modest claims, in the range 10 to 15
per cent. On the basis of these figures PTCs remain the group of operators with
the highest unit costs, though the gap is narrowing.

We now examine the various components of this cost reduction.

NON-LABOUR COSTS

Non-labour costs account for approximately 25 to 30 per cent of total operating
costs. Furthermore, around 60 per cent of non-labour costs vary according to
vehicle mileage: namely, fuel, tyres and materials used during maintenance. With
the tightening of maintenance procedures and standards by the Traffic Com-
missioners since deregulation, it is unlikely that there is much potential for cost
savings to be made from non-labour sources. Sensible operators cannot cut
corners and keep standards up to statutory requirements (Kennan, 1989).
However, some reduction in operating cost will have resulted from the increased
proportion of minibuses and the reduced proportion of double deckers in the
fleet of vehicles used on stage bus services, as shown in Table 2.

The introduction of minibuses has also allowed operators to make substantial
reductions in maintenance costs, as they no longer need to sustain all the heavy
maintenance facilities, with skilled craftsmen and coachbuilders, that were
required for operating conventional buses. Many companies have been able to
close and sell off depot facilities, which often realise substantial sums of money
for the operator, and to replace them with less sophisticated out-of-town sites.
Sometimes this has made it possible to subcontract maintenance to the com-
mercial vehicle trade (Gwilliam, 1989).

The move of the public sector companies towards minibuses has led to the
transfer of redundant full-size vehicles , which has accounted for an increase in
full-sized vehicles owned within the private sector. One consequence has been a
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TABLE 1

Trends in direct Operating Costs, 1985/86 to 1987/88
(Adjusted for General Inflation to 1987/88 Prices),
Excluding Depreciation

£ per vehicle-km by type of operator

Year English Other English All Services
Met. PTCs Operators except London
1985/86 1.3 0.9 1.0
1986/87 1.2 0.8 0.9
1987/88 0.9 0.7 0.7
Percentage change =31 -22 -30

over 3 year period

Source: Department of Transport (1988).

TABLE 2

Numbers of Vehicles by Type of Operator

Type of Operatof Year Numbers of Vehicles (000)

Uptol6 17-35 36+ All single  Double
seats seats seats decker decker

Metropolitan PTCs 1985/86 — 0.1 0.9 1.0 8.1

1986/87 — 0.4 0.7 1.2 7.4

1987/88 — 1.1 0.7 1.8 6.7

NBC 1985/86 0.5 0.3 8.2 8.9 5.8

1986/87 1.4 1.2 7.7 10.4 6.0

1987/88 1.7 2.2 6.5 10.4 59

Source: Department of Transport (1988). For 1985/86 and 1986/87 figures are annual averages;
for 1987/88 they relate to year end.

significant slump in new registrations of full-size vehicles for local bus operation,
as shown in Table 3.

Loss of direct subsidy, uncertainty about the length of contracts won under
competitive tender, and pressure to become financially viable meant that the
public and former public sector operators were reluctant to invest in expensive
new vehicles; they preferred to extend the lives of existing capital stock or to
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TABLE 3

New Registrations of Public Service Vehicles

Year Single Deck Double Deck Coaches Minibuses and
Buses Buses (mostly S/D) Minicoaches
1980 873 2,276 2,268 N/A
1985 141 914 1,349 511t
1986 121 745 1,127 2,969
1987 180 211 999 3,278
1988 8992 1,275 2,451

Source: Heels (1982—-89).
! Total for the then “public sector” only.
2 Total for single-deck and double-deck vehicles.

rely on secondhand purchases, typical of many tendered operations. The PTCs
reduced their double-decked fleet, with some increases in midi buses (17—35
seats). The NBC operators’ double-decked numbers remained more or less con-
stant, while the number of small vehicles increased substantially, from 800 to
3,900.

Reduction of fleet size in most of the larger fleets can only partly explain
the slump in new vehicle registrations. Uncertainty over the extent of commercial
networks after deregulation, and further uncertainty over the availability of
funds after the loss of direct subsidy and privatisation, caused operators to defer
the replacement of vehicles which would formerly have been considered to have
come to the end of their lives. Among the Scottish Bus Group companies still to
be privatised, this air of uncertainty still prevails, and no new conventional
vehicles have been purchased since 1987.

The cost implications of deferring investment are twofold. Firstly there is a
sustainable reduction because the slower replacement rate implies an increased
average age of vehicles operated. Secondly there is a once-and-for-all saving
associated with the gap in purchases as companies move to a new age structure.

In broad terms, the UK bus industry should have withdrawn 4,730 conventional
vehicles and replaced them with 3,880 new conventional vehicles each year
between 1985/86 and 1988/89. The difference between withdrawals and pur-
chases would reflect the general shrinkage of fleets and the replacement of some
large vehicles by minibuses. In the event, over this period, on average only 1,990
new vehicles were registered each year. This represents a shortfall over the four-
year period of 7,150 vehicles. Assuming an average capital cost per seat of £1,100,
the financial saving is about £500 million. The new age structure implied by the
present replacement rate extends the average vehicle life from 15 years to 25
years. In money terms the industry would have reduced its annual expenditure
on new vehicles by 40 per cent. This would be equivalent to a 2 per cent reduc-
tion in total unit operating costs.
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LABOUR COSTS

Employment levels in the bus industry have been falling, reflecting the long-run
decline in the level of service provided and improvements in productivity. The
situation became more severe when the provisions of the 1985 Transport Act
were known, and significant numbers of staff were identified as surplus to
requirements after the registration of commercial networks.

The period 1985 to 1988 has seen the level of employment in the bus industry
fall by 8.9 per cent (Table 4). However, concealed within that 8.9 per cent were
a number of significant variations. In particular, the level of employment among
the seven PTCs fell by 26.4 per cent. Many ex-public sector operators, realising
the need to improve productivity and to reduce overheads, have streamlined
engineering activities and devolved many headquarters functions to depot level.
This has led to a proportionately higher level of job losses among engineering
maintenance, ancillary and white collar staff than among platform staff. However,
care must be taken in interpreting these levels of employment, for some staff
were retained by the PTEs, and comparison is made difficult by the practice of
some companies in choosing to employ outside contractors for certain tasks such
as cleaning and repainting, previously done by their own labour force.

Despite the large staff reduction required, the process of natural wastage and
the PTEs’ generous redundancy schemes meant that few, if any, compulsory
redundancies were necessary. Often the numbers of volunteers exceeded the
numbers required; this gave companies the opportunity to recruit new staff, and
with it a new staff structure has begun to emerge.

The redundancy schemes shed many of the older driving staff and inspectors,
to whom they were most advantageous. The advent of minibus networks has
increased the need for drivers who require only a PSV3 licence, and in effect
created a new initial tier for recruits, which in particular attracted young persons
and a number of women who came from service and retail industries without
previous experience of bus driving. At the opposite end of the career ladder, the
aim was to shed many supervisory staff and to change the image of the revenue
inspector; this has created a number of new opportunities for senior platform
staff, who were given additional responsibility for “customer care” and manage-
ment in order to improve services and to deal with problems of drivers and of
service reliability.

Table 5 shows changes in various measures of productivity, consequent
upon these changes in the vehicle fleet and staff numbers. Figures for local
bus services operated by the independent sector are not available on a comparable
basis.

As can be seen, there have been substantial increases in output per employee.
The reductions in staff shown in Table 4 have not resulted in less kilometrage
per vehicle; indeed, the PTCs have increased output per vehicle by some 7 per
cent. Both the PTCs and the ex-NBC companies have reduced non-platform staff
by a greater proportion than drivers. This is reflected in the differences shown in
Table 5 between vehicle-km per employee and vehicle-km per driver.

We now turn to look in more detail at how these labour productivity improve-
ments have been achieved, and at their impact on unit costs.
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TABLE 4

Employment in the Bus Industry 1985/86 to 1987/88
by Categories of Workers

Type of Company % Change in Category Numbers (000) % Change in
Employment of Workers Employment
1975-84 1985/86 1986/87 1987/88 1985 to 1988
Metropolitan PTCs -20.3 Platform 19.2 17.1 16.0 —16.6
Other 16.8 13.3 10.5 -37.6
Total 36.0 30.4 26.4 -26.4
Municipal PTCs -21.3 Platform 9.6 9.0 9.4 -2.0
Other 6.5 5.7 5.4 -17.0
Total 16.1 14.7 14.8 -8.1
NBC/ex NBC —-34.3 Platform 28.0 29.0 28.5 -1.8
Other 19.0 18.9 15.23 -20.0
Total 47.0 48.9 43.7 -7.0
SBG -37.0 Platform 5.6 5.8 5.6 0
Other 3.6 3.6 33 -8.3
Total 9.2 9.4 8.9 -33
Private +12.9 Platform 25.1 26.7 30.4 +21.2
Other 15.0 15.1 15.0 0
Total 40.1 41.8 454 +13.2
London Buses -8.3 Platform 17.9 16.1 13.4 —-25.2
Other 7.8 7.3 6.3 —18.2
e Totl 57 234 198 230 _
Total -19.1 Platform 105.4 103.7 103.3 -2.0
Other 68.9 62.8 55.5 -194
Total 174.3 166.5 158.8 -8.9

Source: Department of Transport (1988).
Other = Maintenance, ancillary and white collar staff.

WORKING PRACTICES OF PLATFORM STAFF

Before deregulation, overall wages and conditions of service in the bus industry
were agreed through national wage councils: the National Joint Industrial Council
(NJIC) for the municipal sector and the National Council for the Omnibus
Industry (NCOI) for the NBC and SBG companies. This cumbersome national
machinery made it difficult to change wage structures and working practices, and
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TABLE 5

Changes in Productivity (1985/86 — 1987/88)

Type of Operator Measure of 1985/86 1986/87 1987/88 % Change
Productivity {000) (000) (000) over 2 year
period
Metropolitan PTCs  Veh. km/employee 13.1 14.6 17.5 +34
Veh. km/driver 245 26.0 29.1 +19
Veh. km/vehicle 51.8 51.7 55.4 +7
ex-NBC Veh. km/employee 16.7 18.1 19.7 +18
Veh. km/driver 28.0 29.2 30.1 +8
Veh. km/vehicle 53.3 51.7 52.3 +2
SBG Veh. km/employee 18.4 18.2 19.3 +5
Veh. km/driver 30.2 29.5 30.7 +2
Veh. km/vehicle 49.7 50.3 55.5 +12

Source: Department of Transport (1988).
For 1985/86 and 1986/87 figures are annual averages; for 1987/88 they relate to year end.

sustained previous complex working practices in the public sector — particularly
those governing crew scheduling (James et al. 1985). These practices proved to be
both costly to administer and costly in terms of wages and productivity. In con-
trast, independent operators had very few codified agreements.

For example, drivers were paid on the basis of a guaranteed day of 7 hours 48
minutes. Any work scheduled beyond this would be paid at an enhanced overtime
rate. The bus industry had always been characterised by a high level of overtime,
with numerous additional bonuses and productivity payments, to the extent that
weekly earnings were usually 40 to 50 per cent more than the basic rate (Higginson
and White, 1982). Moreover, the paid time for which a driver was on duty
included a number of non-driving elements, such as time allowed to sign on and
off at the start and finish of a duty, and meal breaks of at least 30 minutes plus
additional transit time for travelling to and from the nearest canteen. Con-
sequently, it was unlikely that much more than 70 per cent of paid time would
be spent behind the wheel driving.

Finally, to maintain a reliable service throughout the year, companies
employed additional staff to cover for holidays, sickness, and so on. This required
an additional staff establishment of around 8 per cent to cover holidays alone,
and “‘spare” staff to cover for daily absence was as high as 18 per cent over the
scheduled requirement. This added substantial operating costs for the public
sector operator concerned to maintain services.
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Working practices among independent operators

In most cases the ethos of private bus operation has been to maximise profits,
so managers and owners aimed to avoid being encumbered with union negotiation
and restrictive codified agreements. This has continued to be the aim of these
managers and owners as they move into more intensive local bus work. Since
deregulation a number of new entrants have started local bus operation, joining
the few long-established independents who have survived the integration policies
of the previous metropolitan authorities. The private independent sector can be
classified under three categories:

(a) Long-established operators, often previously working jointly with
public sector operators;

(b) Private bus companies which previously had specialised in private hire,
contract hire, and excursions and tours; and

(c) Completely new companies, also new to local bus operations.

Those independent operators with a history of local bus (formerly stage-
carriage) operation have remained largely unchanged in terms of working
practices. Those operators moving into local bus work from contract hire work
have tried to retain the same working practices as before, including relatively low,
daily, flat-rate payments for bus drivers, a system more associated with coach
operation. However, expanding services have caused most to introduce a higher
hourly wage rate in order to recruit sufficient staff suitable for the job, and to
introduce extra management, with experience in local bus operation, to carry out
scheduling and to provide daily operational control. The majority of private
operators admit that this has increased unit costs, but are encouraged by a higher
revenue per mile than that earned from coach operation. The wholly new
companies have adopted simple working practices, some inherited from the
incumbent PTCs; many have drawn most of their staff from those previously
made redundant by the PTCs.

From information provided during interviews there is sufficient evidence to
show that drivers employed by these independent operators are paid lower hourly
wage rates than drivers of conventional buses working for former public sector
companies. Few independents are large enough to justify separate minibus units,
and they prefer the flexibility of a single rate of pay, irrespective of the type of
bus being driven.

Overtime rates are rare, often restricted to drivers operating evening and
Sunday services won under competitive tender. However, some independent
operators supplement wages with various incentive bonuses, which may be weekly
lump sum payments awarded on the basis of turning up on time, not missing a
shift, or avoiding accidents, or perhaps 10 to 20 per cent commission for meeting
a previously agreed revenue target. These schemes reflect the independent oper-
ators’ policy of providing a friendlier, safer and more reliable service than their
larger competitors while minimising the significant extra costs of providing spare
drivers, spare vehicles and accident repairs. Furthermore, the level of spare cover
for daily absence is below that of the former public sector operators, as more
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TABLE 6

Conditions of Service and Attributable “Add-On”’ Costs

Condition of Service Percentage of Operators Surveyed Estimated
offering each Condition Add-on Cost
of Condition
Independent ex-NBC PTC
%
Holiday entitlement
< 18 days p.a. 58 11 0 <7
18—22 days p.a. 26 0 0 7-8
> 22 days p.a. 6 89 100 8-10
National insurance 100 100 100 6
Company pension 42 100 100 6
Canteen
Full facilities 11 56 100
Hot drinks and snacks 42 22 0 <1
None 47 22 0
Uniforms 44 100 100 1-2
Sick pay 100 100 100 NA

Source: Interviews with individual companies, 1988/89.

flexible working practices allow depot staff, management and part-time staff to be
called upon at short notice and at virtually no additional cost.

Drivers do tend to be given additional responsibilities compared with their
equivalents in the public sector; this is reflected in the payment for duties, with
extended signing on and off allowances to enable them to undertake cleaning,
refuelling and parking of vehicles. These jobs can only justify specialist staff
where the size of the fleet is sufficiently large to offer economies of scale. This
flexibility, combined with lower holiday entitlements and the fact that indepen-
dent operators mostly did not provide uniforms or canteen facilities and that
by December 1988 half of those interviewed still did not operate a company
pension scheme, has resulted in much lower additional costs, estimated to be 15
per cent over and above wages.

Estimates of “add-on” costs also vary widely between operators. Independent
operators almost without exception estimated them to be 10 per cent or less.
Many offered only the statutory national insurance contributions and sick pay.
The former public sector operators inherited a full range of conditions which
most estimated to add up to 25 per cent on top of each individual’s wage bill.
The last few years have seen many of these former public sector employers trying
to reduce these costs. Small savings have been achieved by placing responsibility
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for canteen facilities with the unions. Subsequently more significant savings have
been sought by introducing waiting days as part of the sick pay scheme: the first
two days of any period absent are unpaid unless the absence persists. This could
reduce the level of daily absenteeism, which can be very costly in terms of the
provision of extra drivers to cover. Including this spare cover provision, some
companies estimate that their add-on costs approach 50 per cent.

Union negotiation and industrial relations

Historically, public sector bus operations have been strongly unionised, and
binding national or metropolitan agreements have made it difficult to change
wage structures and working practices. Although the degree of union represent-
ation and their exclusive power to negotiate wages and conditions has remained
unchanged since deregulation (with the TGWU and the NUR still representing
platform staff), the national agreements were discontinued in 1986 in favour of
placing responsibility for negotiating all wages and working practices in the hands
of local management and local union representatives. This enables working
practices and wages to be negotiated on the basis of the local bus market, the
local labour market and what individual companies can afford. This process has
led to greater diversification of working practices, not only between but also
within companies, as some operators have taken the process a stage further and
have given district managers greater autonomy to negotiate their own local
agreements.

From the outset, before deregulation, the trade unions’ position was to try to
maintain wages and conditions for the staff remaining in the industry, while
conceding that some redundancy was inevitable. In the event, unions have
conceded a number of working practices and have had to accept lower wage rates,
as the former public sector operators have sought to improve efficiency and the
viability of their operations.

Despite this obvious erosion in working conditions, there has been a virtual
absence of company-wide strikes since deregulation. Managers point this out as
evidence of the success of the local bargaining process and as a sign that the
commercial pressure which companies now face is recognised by the unions (if
not always by the drivers), who see little to gain from industrial action.

The majority of independent operators do not recognise unions in any negoti-
ating capacity, though individuals are not prevented from being members. This
allows managers and owners to have a free hand to set wages and working
practices as they see fit. Meetings concerning duty content and duty structure
take place on an informal basis, with individuals or with the whole work force.
The small size of the typical independent operator makes this possible, and
changes are usually agreed on a mutual basis.

Changes in working practices in the PTCs and ex-NBC companies

Buying out restrictive scheduling practices has been of equal priority to simplify-
ing wage structures. Operators have .sought to improve productivity by thus
securing the extra flexibility to schedule drivers more efficiently, that is, to
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achieve more driving time per paid hour. The concept of the guaranteed day of
7 hours 48 minutes has largely been removed; this has enabled companies to
schedule drivers over varying lengths of working day, up to a guaranteed week of
38 or 39 hours, without incurring “make up” or “overtime” payments. The five-
day working week still predominates, with only a minority of duties requiring
four- or six-day weeks.

There still remains a heavy reliance on drivers’ willingness to work overtime,
either as supplementary work on a daily basis or as a scheduled relief day on one
or two weekly rest days. Consequently the length of the average working week
of most bus drivers is still 45—46 hours, and sometimes as high as 51 hours,
though the amount of overtime often depends on the activity of the company in
setting up new commercial routes, on temporary staff shortage and on the level of
success in winning tenders. However, the consolidation of wage rates has eroded
the earning potential of staff wishing to work overtime. Not only has there been
a trend towards reducing gross earnings, but the majority of existing bus operators
have adopted policies to reduce the amount of paid, non-driving time. This has
affected the provision of (and more especially payment for) meal breaks and
signing on and off allowances.

Legislation requires at least a 30 minute continuous break no more than 5.5
hours into a duty, unless cumulative layovers are being used. Before deregulation
these meal breaks were almost always paid meal breaks (James et al. 1985), but
from details given in our interview it seems that many companies have since
negotiated unpaid meal breaks, or payment only for the first 30 or 40 minutes.

Signing on and off allowances are rarely more than 15 minutes at each end of
the duty among the former public sector operators. The extent of the allowance,
which is almost without exception explicitly defined within an agreement,
depends on the nature of tasks that have to be carried out. Larger operators
prefer to limit drivers just to setting up their ticket machines and checking their
vehicles, and to employ specialist staff for cleaning, refuelling and parking; so
they make much shorter allowances than sometimes exist in the independent
sector. However, there have been indications that former public sector operators
in a post-deregulation environment would be willing to extend allowances so that
drivers can undertake additional duties, becoming responsible for cleaning and
refuelling.

Conditions of service, such as annual holiday entitlements, sick pay schemes,
pension rights, uniform allowances and canteen facilities, also have changed.
Despite the fact that on average the independent sector awards staff six days
less paid leave, there is no evidence, as yet, of holidays being cut back among
the former public sector operators in an attempt to reduce the number of extra
drivers required. However, there is evidence that management attach the degree
of daily absenteeism to the generosity of the sick pay scheme. Therefore sick
pay schemes increasingly allow pay only for basic working weeks, and some now
have the first two days unpaid.

The effect of these changes in productivity and costs in the metropolitan areas
is shown in Table 7. Note that the rather surprising gains in productivity in the
independent companies are the result of switching staff from contract to local
service work and of taking on more full-time staff.
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CHANGES IN RATES OF PAY

The need to place the newly privatised public sector operators on a sound com-
mercial footing after years of receiving revenue support, combined with the
freedom to negotiate wages and conditions locally according to what an individual
company could afford, has led to reductions in wage rates and weekly earnings,
not merely in absolute money terms but in real terms relative to cost of living
increases. Comparison of earnings in the bus industry between 1986 and 1987
reveals that drivers suffered an absolute fall in total earnings of 1.2 per cent over
a period when inflation was about 4 per cent. Bus drivers have seen their average
weekly earnings fall in this same period from 7.1 per cent above the national
average to 2.8 per cent below (New Earnings Survey, 1987).

Our interviews suggest that these reductions in wages have been achieved by
a combination of three factors: wage consolidation; introduction of tiered wage
structures, in which new recruits taken on since deregulation are paid at newly
agreed lower rates; and the payment of minibus drivers at lower rates than “big
bus” drivers.

Many operators saw the introduction of a consolidated wage agreement as their
first priority. This would ensure the removal of the plethora of overtime rates,
one-person-only (OPO) and productivity bonuses, and premia for weekend work.
It had the two advantages of simplification and consequent reduction of over-
heads and administration, which allowed companies to place more competitive
tenders, particularly for evening and weekend services (Kennan, 1989).

A further attack on the wage rates inherited from the national agreements has
come through the creation of a tiered wage structure. Those staff who were
employed by the companies before deregulation and were identified as being
“conventional bus” drivers have largely been paid a protected wage rate. New
recruits, and staff promoted to the ranks of “conventional bus” drivers since
deregulation, have subsequently been placed on a lower consolidated wage rate,
more in line with the market rate for bus drivers. Moreover, operators seeking
to secure a long-term viable future are now offering their existing workforce
lump sum payments, varying in amount according to length of service, in return
for their accepting the new lower rates of pay.

The advent of minibus operation presented a further opportunity for ex-public
sector operators to introduce much lower flat rates of pay. The justification is
that the job is suitable for new recruits, opening up opportunities for young
persons aged under 21, and that most minibus schemes would not be financially
viable without these low rates of pay. Furthermore, companies are now seeking
agreements with unions that all new recruits are employed initially as minibus
drivers, and can apply for promotion to conventional bus driving as and when
vacancies arise.

With the exception of United Transport’s network of minibus routes in South
Manchester and Preston, minibuses have been mainly confined to the former
public sector operators. Despite erosion of the operational advantages offered by
minibuses in larger urban areas (White and Turner, 1987) this has not precluded
their introduction. Some might suggest that they were more often an attempt to
introduce lower wage rates and simplified working practices into the company
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TABLE 7

Changes in Staff Productivity and Operating Costs 1985/86 — 1987/88

Changes in Resulting
Staff input Change in
per veh-km Operating Cost
% %
Metropolitan PTCs Platform staff —15.8 —-6.8
Non-platform staff -37.0 —-12.0
All staff -25.6 —18.8
ex NBC Platform staff -8.8 -3.5
Non-platform staff —-28.3 -8.5
All staff -16.7 -12.0
SBG Platform staff —-1.7 -0.7
Non-platform staff -9.9 -3.2
All staff —4.9 -3.9
Independent Platform staff -37.3 —-15.9
Non-platform staff —48.2 —15.6
All staff —-41.4 -31.5
Industry (outside London) Platform staff —-12.6 -5.4
Non-platform staff —28.1 . -9.1
All staff -18.7 —14.5

Source: calculated by authors from Department of Transport (1988) statistics and based on
assumptions described in the text.

than an attempt to forestall competition and stimulate ridership. Others, however,
would argue that the mere threat of competition from entrants such as UTB was
sufficient to force unions to cave in on the introduction of minibus wage rates
and working practices.

Mention should finally be made of the loss of “parity pay” upon deregulation.
Typically the PTE had previously paid other operators, such as local NBC sub-
sidiaries, to provide their drivers with a pay rate on a par with the pay awarded
to drivers of the PTE’s own direct bus operators. Such payments ceased upon
deregulation. In some cases, where the loss of parity pay would have led to
significant levels of hardship for individual members of staff, the companies
concerned tried to guarantee longer working weeks in order to maintain gross
weekly earnings.

The wage rates that prevailed at the end of 1988 and in early 1989 among
former public sector operators are shown in Table 8, along with a comparison
with wage rates in the independent sector at the same period. As can be seen,
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PTC and NBC/SBG minibus drivers’ rates of pay are substantially less than the
historic rates paid to “big bus” drivers, especially in the PTCs. Pay rates in
independent operators are generally less than those prevailing in the PTCs and
ex-NBC companies, but the gap is narrowing, and the ranges of pay overlap
considerably.

CONCLUSIONS

The 1985 Transport Act, in privatising and deregulating the local bus industry,
has created a competitive environment in which operators have looked to make
cost savings and to improve efficiency. Former NBC operators claim to have
reduced costs per bus mile by 15 to 20 per cent since deregulation, while PTC
operators have on average reduced costs by about 30 per cent.

Previous research on the calculation of non-labour cost savings has shown that
falling fuel costs have reduced operating costs by about 3 per cent (White and
Turner, 1989), and our analysis of deferment of investment has shown that
extending vehicle life reduces unit costs by a further 2 per cent. The cost saving
attributable to the once-and-for-all saving associated with deferment of vehicle
replacement, as companies moved to a new age structure of their fleet, amounted
to £500 million. .

Our analysis has shown that for the metropolitan PTCs almost 19 per cent of
a total unit cost reduction of 31 per cent was achieved by productivity improve-
ments, particularly among non-platform staff. On the other hand, the Scottish
Bus Group have only achieved marginal gains in productivity; this indicates that
the process of privatisation may be the most influential factor in reducing costs.
Statements made by independent operators during interviews suggest that, as they
expanded local bus services within the metropolitan areas, their costs per mile
‘have increased.

In the cost savings for the industry as a whole, this leaves 7.5 per cent cost
saving unaccounted for. It is this which has to be largely attributed to reductions
in wages. There is considerable variation between the various sectors of the
industry: in the metropolitan PTCs, with the most significant reductions in labour
force, only 4.5 per cent can be attributed to lower wages.

The Transport Act has thus led to cost reductions from a number of sources,
by far the most important of which has been improved labour productivity.
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