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Table 1 : Basic  Data

	City
	Liverpool

	Area
	Merseyside

	Country
	England, UK

	Transport Authority
	Merseyside Passenger Transport Authority

	Agency Name
	Merseyrtavel

	URL
	www.merseytravel.gov.uk

	Area of coverage
	Metropolitan county of Merseyside, which consists of the five districts of Liverpool, Knowsley, Sefton, St. Helens and Wirral

	Population

(urban)

(suburban)
	1,500,000 (Merseyside metropolitan county, 1996)
470,000 (Liverpool city, 1996)



	Area 

(urban)

(suburban)
	

	Procurement basis
	Open competitive tendering on either gross-cost or net-cost basis for services which are not offered commercially by private operators, but which the transport authority deems necessary.

	Transport modes
	Bus, commuter rail


Table 2 : Political Framework and History of Reform

	City
	Liverpool

	General Political contest
	

	Nature of national political system
	

	Hierarchy of Authorities
	Central Government establishes national Transport policy and establishes the legal framework. 

Local authorities at county level are the next layer in the hierarchy, and are the level with the main power and influence on the implementation. 

The next layer is the District. The District has its own elected representatives and administration.

	Allocation of powers among jurisdictions
	Transport authorities have no power over commercial services. They are the authority for services which, under limited circumstances, they procure under contract. Authorities of adjoining jurisdictions must co-operate for cross-border services. The major Metropolitan areas have legacy authorities which cover multiple jurisdictions, and this overcomes many of the cross-jurisdiction issues in the UK. 

	Primary level of transport authority
	Merseytravel is controlled by democratically elected councillors from the five local authorities, who set the policies for officers to deliver.

	Structure of the Transport Authority
	Merseytravel comprises the Merseyside Passenger Transport Authority (PTA) and Merseyside Passenger Transport Executive (PTE) acting together and is responsible for ensuring that an effective public transport service is available, maintained and developed throughout the Merseyside region and beyond. 

Policy responsibility rests with 18 Councillors drawn from Merseyside’s 5 Districts who serve on the Authority. The number of Councillors from each district is based on population, and is as follows :

Liverpool
6

Knowsley
2

Sefton

4

St. Helens
2

Wirral

4

The Executive implements the policies of Merseytravel. 

	Participating entities
	The five districts of Liverpool, Knowsley, Sefton, St. Helens and Wirral

	Funding sources
	For bus services, revenue income from supported services plus levy on the participant authorities of Merseyside PTA. For rail, there is a Special Rail Grant allocation from central government.

	History of Reform
	

	Previous systems
	The Passenger Transport Authority and Passenger Transport Executive were both established by the 1968 Transport Act. The main remit of the Act is for the Authority to "formulate ….. general policies with respect to public passenger transport" and the Executive "carrying out such policies". The 1968 Act gave the Authority/Executive an area that covered Merseyside except Southport and St Helens. The PTE managed the public sector bus and ferry passenger transport operations, creating Merseybus.

The Merseyside Passenger Transport Area (Adoption of Enactments and Instruments) Order 1973 made provision for the existing Executive to become the Passenger Transport Executive for the County of Merseyside. The Authority was dissolved with the vesting of property, rights and liabilities being transferred to Merseyside County Council. At the same time the designated area became the whole of the County of Merseyside. These changes became operative from 1 April 1974.

During this period Merseytravel was the planning authority and the public sector monopoly operator of scheduled road and ferry passenger transport service in the Merseyside area.



	Phasing of replacement
	The Local Government Act 1985 established a new Passenger Transport Authority for Merseyside on the abolition of Merseyside County Council. The transport Act 1985 amended the functions to take into account bus deregulation and the privatisation of bus operations. The designated area remained the County of Merseyside. 

The PTEs were required to change the form of their bus operations to Public Transport Companies (PTCs) and to place them at arms-length so that they could participate in competition in a transparent manner. Merseybus was so changed. 

From 1987, the bus market was fully deregulated. Operators of all forms (including Merseybus) registered all services that they wished to operate on a commercial basis. Merseyside PTE then identified the services which justified public funding support and launched the first rounds of competitive tendering. During the period 1987-1990 there was strong competition in the commercial sector, including many new entrants and fares competition. By the early 1990’s, most of this competition had receded, and the industry entered a phase of consolidation, acquisition and mergers so that by 1994 there was a small number of dominant operators in each area of the UK. 



	Key motivations
	Compliance with national legislation

Maximising services within available (reducing) budget for transport services

	Main changes in original reform
	Deregulation of the bus market

Right of initiative on routes, service characteristics and fares given entirely to the private sector

Restructuring of the Metropolitan Counties and their institutions

Competitive tendering of services receiving public fund support

	Subsequent changes
	Merseybus was privatised in 1993 as a management and staff buyout, and was subsequently sold to Arriva group in 2000.  Such privatisations were strongly encouraged as central government policy, and all PTCs in the UK had been privatised by 1994. The privatised former-Merseybus has remained the dominant operator in the commercial sector (currently 63% of the market) but has a very small share of the tendered services. 

There have not been significant changes in the original reform itself. The 2000 Transport Act provides for the establishment of ‘Quality Partnerships’, whereby the transport authority could take over a corridor and the associated routes where it was deemed that the public intervention was the only way of achieving desired quality, and put the services out to tender. This would require both that the authority could demonstrate that the private operators were unwilling or unable to achieve the quality voluntarily, and that the local authority could achieve it. To date, this provision has not been used.

	Any major problems that stimulated changes
	Lack of integration of services

Lack of mechanisms to define or assure quality on commercial routes

Legal requirements to achieve “Best Value”

Best Value Plan 2004-5 commits Merseytravel to 5% growth in bus patronage from 1996 base year (197 million, currently 166 million)

Contradictory central government policies which promote strong shift to public transport, but effectively reduce available support funding for bus services.


Table 3 : Legal and Institutional Framework

	City
	Liverpool

	Legal Framework

Applicable legislation for :

· Transportation

· Market Entry

· Competition 

· Route licencing

· Institutional framework

· Funding

· Operator licencing

· Vehicle./driver licencing


	The basic regulation for passenger transport is the UK Transport Act 1985, although a number of other instruments also are influential. The Transport Act of 2000 makes some amendments, but is not material to the fundamental practice.

Local Government Acts of 1985 and 1999 

The Public Passenger Vehicles Act 1981

	Legal Basis and right of initiative to : 

Open a route

Assign operators

Change route

Change operator

Close route
	The basic principles is that the market should have freedom to provide services on a commercial basis (i.e. for profit and without subsidy, with the operator carrying all revenue risk), and that the public sector should not carry out any action that would interfere with the workings of the commercial market. Thus, operators are free to operate services as they choose. 

An operator is required to have a formal operator’s licence. This certifies that the operator is fit to carry out the function of providing passenger transport services. Subject to being so licenced, it is entirely their own decision :

· to enter or exit the passenger transport market

· to commence, modify or withdraw from any route

· the level of service offered

· the type, quality and quantity of vehicles (subject to general vehicle requirements)

· the tariffs charged, and any promotions offered

· to operate in direct or indirect competition with any other operator or service



	
	Operators are required to register routes with the Traffic Commissioner. They are required to do this when they commence a route, alter it, or withdraw from it. There is a standard form which the operator fills in and sends to the Traffic Commissioner. Licences are not issued, the registration is sufficient. 

Registration must be done not less than 42 days (6 weeks) before the change takes effect. This minimum period allows for some stability in the market place, and gives some warning to customers, authorities and other operators. Minor changes do not need to be notified, and where there are extreme circumstances (e.g. road closures, disaster, response to school term unexpected demand) then the 42 day period may be waived.

It is the responsibility of the operator to carry out the registration for tendered services (see clause 2.21 of the General Contract).

	Institutional Framework
	

	Listing of all relevant agencies
	Merseyside Passenger Transport Authority (PTA)

Merseyside Passenger Transport Executive (PTE)

These two entities collectively are Merseytravel

	Primary functions of each agency
	Merseyside PTA is the policy-making and publicly accountable function

Merseyside PTE is the Executive entity

	Relationships among agencies
	The PTA is the Board of the PTE and provides it with policy and oversight.

	Fund flows among actors
	Merseyside PTA levies public support funding from the 5 constituent Districts, and makes it available to Merseyside PTE. Operators under gross-cost contracts pass all collected revenues to Merseyside PTE. The PTE compensates operators for the provision of transport services within the terms of the gross-cost contracts.

	Schematic
	

	Who plans routes
	Unlike in other countries, the presumption is that the market will provide services for which there is customer demand. On that basis, the normal route planning is carried out by the operators for service which they are willing to run on a commercial basis, at their own risk, and without any public support funding.

The authority can only intervene where there is an identified need, but no operator has been willing to provide such a service on a commercial basis. 

The job of Merseytravel is to constantly monitor all commercial services supplied by operators and to fill any gaps in the network by seeking supported bus service contracts. When any gaps are identified, either from an existing need or due to deregistration of commercial services (i.e. an operator stops operating part or all of a commercial service), then an assessment is carried out by Merseytravel. This examines whether there are sufficient other commercial services available, or if operators can be persuaded to fill the gaps left by others. Merseytravel can also try to persuade an operator to vary an existing service for a small payment that would be below the threshold for a tender.

If the only solution is to seek a contract, then Merseytravel specifies the service they consider to be needed, and prepare tender documents for a contract.

	Who operates the competitive process
	Merseytravel Contracts Section

	Who signs the contract
	Merseytravel Contracts Section

	Who monitors performance
	Merseytravel Contracts Section

	Who administers the contract
	Merseytravel Contracts Section

	Who is responsible for bus operations management
	Contracted transport operators

	Who is responsible for bus operating environment ?
	The municipalities.

	Procurement of transport services
	

	Basis of procurement
	Gross-cost (referred to as ‘minimum-cost’) contracts are the more typical basis. However, bidders may propose net-cost bids in addition to conformant gross-cost tenders. Some tenders are also offered on a net-cost (referred to as ‘net-subsidy’) basis.

	Nature of competitive mechanism
	Open competitive tenders.  

Merseytravel prepare ITT documents and advertise the tender locally and in the European Journal. They also advise all operators who have asked to be included in their mailing list. Interested parties request documents and interested bidders submit a bid using a standard template.

Bidders must submit a conformant bid, but they may also offer a non-conformant alternative. There is no obligation on the authority to accept a non-conformant bid, but it allows the bidder to propose either practical improvements within a comparable budget or practical cost savings.

	Unit of procurement
	The tender unit is the route, but this might be for specific trips or at specific times. Since the UK (outside London)  is a fully deregulated market, operators may choose to operate a route commercially (i.e. at their own risk, without public support) at certain times of the day, or certain days of the week. Tenders can be for early morning or evening services, weekend services etc. on a route which is operated commercially during the rest of the day.

Tenders are grouped by type so that operators can bid group prices, which gives better value for money. This is particularly the case with school contracts where operators can cover several school journeys with one bus.  

	Is there a pre-qualification stage ?
	Any individual or company can ask for documents and can bid for tenders, but contracts are only awarded to operators holding operators licences at the time of contract award. 



	If so, how does this work ?
	Not applicable

	What are the pre-selection critieria
	Not applicable

	What are the selection criteria ?
	Bids are evaluated with regard to :

a) a combination of economy, efficiency and effectiveness

b) the implementation of the policies set out in the appropriate bus strategy

c) the reduction or limitation of traffic congestion, noise or air pollution.

Normal practice, however, is that the lowest price offering the required specifications determines who is awarded the contract. 

	What is the relative weighting 
	Not applicable. 

	Describe the selection process
	Bids are opened and evaluated according to the selection criteria. Failure to submit a conformant bid will lead to exclusion from the process. Normally the lowest priced bid will be preferred. It is then assessed on the basis of whether it is a realistic bid, whether the operator has the capability to operate it  in a satisfactory manner (available resources, track record on other routes, financial standing), and whether the bidder satisfies the administrative conditions.

Nonetheless, the authority has the right to pass over a lowest price offer for a number of reasons other than the credibility of the operator or the bid. This can include :

a) Where an operator puts in a group bid for several routes and offers an overall cost savings across the set which is better than the individual best route offers

b) Where an operator bids for several contracts but stipulates that it can only operate a certain number. Once that number is reached, the other bids of that operator must be ignored

c) Where a non-conformant bid has been offered which offers cost or quality benefits which are deemed to be a better value-for-money proposition for the authority

	Contract for services
	

	Duration of contract
	Normally 5 years. This is a maximum imposed by the Transport Act.

	Is there a bonus/ penalty regime
	Penalties are applied for failure to meet specified service and quality standards.

There does not appear to be a bonus regime

	What are the key performance criteria ?
	Reliability (lost mileage in excess of 0.5% attracts penalty points of 5 for 0.5%-1%, and 25 for 1.5 to 2%)

Punctuality (early running and late departure without justifiable cause attract 5 points per occurrence)

Conformance with vehicle technical and quality specifications (10 points for vehicle specification)

Revenue protection (10 points for failure to charge correct fares)

Operational good practice (10 points for deviating from route, 5 points for not observing stopping places, or not displaying proper route number, failure to clean the vehicle properly, driver smoking, driver not wearing proper uniform)

	Describe any performance-based mechanism that leads to warnings and termination
	Operators may have contracts terminated for substantial breaches, but minor contract infringements are dealt with by the award of penalty points. If a total of 100 points is reached, then contract are liable for termination. Operators are invited to an interview when 50 points are reached to ensure that they are aware of the penalty points situation and to give them a chance to raise any factors causing problems such as insufficient running time, incorrect split of running times between timing points, badly phased traffic signals etc. The objective is to get the operator to take the corrective measures needed to provided the service to the contracted standards, rather than to terminate the contract. Nonetheless, the contract will be terminated if the operator fails to make the required improvements. 

	Is there an option for contract extension
	Yes, provided that the total contract duration does not exceed 5 years (restricted by the Transport Act).

	Is there an option for automatic contract renewal? 
	No

	If so, what criteria must be achieved ?
	Not applicable

	Oversight
	

	What is the main governance mechanism ?
	GMPTA provides governance for the PTE.

The commercial operations are regulated by the Traffic Commissioners, the Office of Fair Trading and the Mergers and Monopolies Commission :

· The Traffic Commissioner has extensive powers over the commercial operators in relation to their performance of the services that they register. If they deviate from what they have registered, or perform poorly, the Traffic Commissioner can place restrictions on the operator, include upper limits on the number of vehicles they are allowed to operate or can even suspend the operator’s licence.

· The OFT monitors the commercial behaviour of the operators. It can investigate any overt or covert practices which are deemed to be unfair, anti-competitive, collusive, intimidatory etc and has extensive powers of redress. However, as seen in many cases in the period 1987-1991, by the time the OFT had stepped in and required corrective measures, the damage was often irreparably done to the aggrieved party. Nonetheless, the OFT still has a significant supervisory role to play.

· The Mergers and Monopolies Commission concerns itself with whether any mergers, acquisitions etc. within the sector would create a monopoly or dominant situation within the sector. It appears that it is less concerned with any individual location than within the industry sector generally.



	Is there an oversight or probity body for the tendering ?
	

	Is there an oversight body for contract performance ?
	

	Is there a ‘value-for-money’ oversight function ?
	Yes. Merseytravel must produce annual Best Value Performance Plans


Table 4 : System Performance Measures

	City
	Liverpool

	Total annual passenger trips, all modes
	Bus     165.9 million (2003-4)

Rail     33 million

Ferry     0.7 million

	Bus mode share
	83% (2003-4)

	% contracted services
	20% of bus services in Merseytravel area are provided under contract; the remainder are operated commercially at operator’s risk

	Annual bus km. Operated
	62.6 million km on commercial services (2003-4)

15.7 million km on contracted services (2003-4)

	Annual bus capacity-km
	

	Annual bus ridership

- urban 

- suburban
	165.9 million (2003-4)

	Annual bus passenger km.
	622 million commercial (2003-4)

 81.76 supported services (2003-4)

704 million total (2003-4)

	Average bus trip length
	4.24 km. (2003-4)

	Average load factor
	6.25 passengers per km. operated, commercial (2003-4)

3.25 passengers pre km. operated, supported services (2003-4)

	Average boardings per trip
	

	Bus fleet size

- city bus

- articulated

- minibus
	

	Total fleet capacity
	

	%  air-con
	

	% of area of city within 500m of bus stop
	

	% popn within 500m of bus stop
	Merseytravel’s policy is that no-one should live more than 400m from a bus stop, and that specialist accessible transprt should be provided for those with mobility problems.

	Km of road with bus service
	

	% of total suitable roads with bus service
	

	Annual revenue
	GBP 28.1 million - supported services (budget 2004-5)

	Average revenue per trip
	

	Average single fare per trip
	GBP 1.20 on commercial services (2003-4)

GBP 0.72 on supported services (2003-4)

	Bus Cost recovery ratio
	100% on commercial services

	Bus Annual operating subsidy

- total

- service support

- fare support

- concessionary
	GBP 48.0 million (est., 2003-4)

GBP 14.5 million (2003-4)

Nil

GBP 33.5 million (estimated as mode share 83% of all modes concessionary fare support of GBP 40.4 million, 2003-4)

	Bus Annual capital expenditure

- infrastructure

- buses

- other
	GBP 21.2 (Bus facilities, interchanges and quality bus corridors)

Nil – operators’ responsibility 

GBP 6.0 (Smartcard development, information strategy)

Bus received GBP 27.2 million (45%) of total GBP 60.6 million capital investment in public transport by Merseytravel

	Public transport subsidy as % of city budget
	

	Bus subsidy as % of total PT subsidy
	89%

The balance 11% is subsidy to the ferry services. Rail services are supported by a Special Rail Grant 

	Subsidy per bus passenger boarding
	GBP 0.92 per passenger boarding

GBP 0.20 per passenger km.


Table 5 : Public Sector Performance Measures

	City
	Liverpool

	Number of different operators providing services
	42 

Of the commercial services, the main operators are : 

Arriva

62.8% (2003-4)

Glenvale
24.2%

First bus

 6.1%

Halton

 2.1%

Merseyline
 1.2%

Avon

 1.2%

All others
 2.2% 

The share of the supported services is not identifiable from the available data. Arriva has just 0.5% of the supported services.

	Number of routes bid in open tender
	Highly variable.

	Tendered routes as % of total routes 

- by routes

- by annual kms.
	19.6%

	No. tender rounds per year
	Frequent. By April 2003, it was round 227. By April 2005, it was round 246.

	Average tender unit size : 

- buses

- routes

- annual kms.
	Highly variable

	Average bids per tender unit
	

	Frequency of surveys to check for reliable service
	Operators are required to self-report, submitting detailed reports at 4-weekly intervals. Merseytravel carries out additional inspections on an unannounced basis.

	% of checks below acceptable standard
	

	Frequency of Boarding / alighting survey
	

	% passengers checked for fare payment
	Primary responsibility for revenue protection is with the operator, but Merseytravel reserves the right to carry out inspection.  A total of 448,000 passengers were checked by Merseytravel inspectors in 2003-4 (0.3% all passengers). It is planned to increase the RPU team by 25% in 2005-6, and to increase co-operation with the police.

	% checked passengers found with fare irregularities
	4%

	Number of formal meetings with public
	

	Market research 

- surveys of passenger demand

- surveys of passenger satisfaction

- surveys of passenger preferences

- surveys of fare affordability
	Merseytravel has a formal Business Planning Cycle. It undertakes various forms of market research, using surveys, user fora, phone lines, analysis of complaints, discussions with community groups and leaders :

· travel demand 

· customer satisfaction

· customer requirements and opinions

Merseytravel also has a formal Consultation process, including Advisory Panels. 

	Weighted peak hour, peak direction occupancy rate at peak load point
	

	% routes by peak occupancy rate 

>100%

85-100%

< 85%
	

	Weighted average scheduled peak hour bus speed

- latest year

· change on previous year


	Merseytravel has developed a set of SMART corridors with high levels of bus priority and supporting operational and customer-facing facilities. 

	Monthly tickets sold, by type
	Pre-paid ticket type


Number sold
Revenue (GBP)






2003-4

2003-4

SOLO (bus only, season)


  339,000
6,840,000

Saveaway (One day, multi-modal)

3,312,000
7,000,000

Trio (multi-modal, season)


  212,000
7,843,000

	Estimated monthly trips by monthly ticket type
	Ticket type
Annual Px
%

Cash

70 million
42

Prepaid

42 million
26

Concessionary
53 million
32



	Number of bus shelters

% stops with bus shelters
	2,635 out of 6,171 bus stops have shelters

42.7%  (2003-4)

	Number of bus interchange points
	6 staffed bus stations

5 unstaffed bus stations

	Number of bus terminal points
	


Table 6 : Operator Performance Measures

	City
	Liverpool

	% Achievement of minimum scheduled km. 
	98.7% of all supported services operated (2003-4)

96.2% of all supported services were within punctuality limits (2003-4)

	Number of routes operating at or above Reliable Service minimum
	

	Breakdowns in service per million bus km.
	

	Average age of buses in fleet
	9 years, all services (2003-4)

6.5 years, supported services (2004-5)

	% availability of total fleet at peak
	

	% of buses parked off-street overnight
	

	Serious accidents per million bus km

- fatal

- serious injury
	

	% services one-person operation
	100%

	Staff per PVR

- drivers

- engineering

- administrative
	

	Average operating cost per km., by bus category, by operating group
	GBP 0.20 cost per passenger km on supported services (2003-4)

GBP 0.82 cost per passenger journey on supported services (2003-4)


Table 7 : Key documents

	City
	Liverpool

	Applicable transport law
	

	Public transport regulations
	

	Invitation to tender documents
	Available

	Contract documents
	Sample contract within ITT

	
	


