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Table 1 : Basic  Data

	City
	London

	Area
	London 

	Country
	England, UK

	Transport Authority
	Greater London Authority

	Agency Name
	Transport for London

	URL
	www.tfl.gov.uk 

	Area of coverage
	Greater London area

	Population

(urban)

(suburban)
	7,388,000

	Area 

(urban)

(suburban)
	Central London

   27 sq. km.

Rest of Inner London
  294 sq. km.

Outer London

1,259 sq. km.

All Greater London
1,579 sq. km.

	Procurement basis
	Open competitive tendering on route or route lot basis for standard 5-year contracts on gross-cost basis with quality incentives

	Transport modes
	Bus, underground, commuter rail, LRT


Table 2 : Political Framework and History of Reform

	City
	London

	General Political contest
	

	Nature of national political system
	

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

Greater London Authority (GLA) is the statutory municipal authority for the Greater London area. The next layer is the Borough, of which there are 33 in the Greater London Area. Each Borough has its own local authority.  

The Mayor is directly elected. The GLA is governed by the London Assembly, to which 25 members are elected at the same time as the Mayor. 14 of these are elected from constituencies, and a further 11 from a London-wide list. 

	Allocation of powers among jurisdictions
	In the rest of the UK, transport authorities have no power over commercial services. They are the authority for services which, under limited circumstances, they procure under contract. 

The Greater London area is an exception, having been exempted from the deregulation of the industry under the 1985 Transport Act. Although there have been quite significant changes to the structure of the local authority and the transport authority (e.g. being brought under central government control from 1984-99), the fundamental position of a central transport authority for the Greater London area with exclusive regulatory powers has not been altered. 

Authorities of adjoining jurisdictions must co-operate for cross-border services. In practice, Transport for London is the dominant entity. 

	Primary level of transport authority
	The GLA has vested its transport authority in Transport for London (TfL). TfL is responsible for ensuring that an effective public transport service is available, maintained and developed throughout the Greater London area.

	Structure of the Transport Authority
	• Transport for London is responsible to a Board chaired by the Mayor of London, with 13 Board Members and 2 special advisers.
• The key strategic direction is taken from the Mayor’s Transport Strategy and the Mayor’s London Plan.  

• Responsibilities include: Buses, Underground, light rail, taxis, TfL Road Network, river piers.

• TfLCarries out strategic development, prepares major infrastructure projects and ensures co-ordination and leadership of schemes with other transport providers. 

• TfL funds transport work by London local authorities.



	Participating entities
	The boroughs of the Greater London area.

	Funding sources
	In 2003-4, the Government, the GLA and 3rd Parties (including PPPs) contributed GBP 2,831 million. Passenger fares, Street Management services, and other services contributed GBP 2,321 million.


Entitlement to concessionary travel is authorised by the Boroughs, and they are levied for the associated costs.

	History of Reform
	

	Previous systems
	When London's urban public transport was brought together in 1933 under the auspices of the London Passenger Transport Board (LPTB), the bus services covered a vast area consisting not only of what is now Greater London but also much of the adjacent counties. Within Greater London, the bus route network was complemented by tram and trolleybus systems. The trams were finally withdrawn in 1952 and the trolleybuses a decade later in 1962, with bus replacements in each case. 

From 1970 to 1984, London Transport was under the direct control of the Greater London Council, and the area for which LT was legally responsible contracted to the present 1 580 square km (610 square miles). A few bus and Underground services continued into outlying areas beyond the Greater London boundary to maintain well-established links. 



	Phasing of replacement
	Transport Authority and regulatory framework Perspective

Under the London Regional Transport Act 1984, London Transport was again brought under central Government control. The Act required LT to set up subsidiary companies to run the buses and the Underground, and also stipulated that competitive tendering should be introduced where appropriate to ensure that LT operated economically and required less financial assistance from public funds for the day to day running of its services.

In 1985, bus services outside London were deregulated which meant that any licensed operator could apply to run a new route even if another company already ran a service along the same roads. London was however specifically exempted but it was intended that, once bus services in London had become less dependent on Government subsidy and steps had been taken to encourage greater competition between the operators, deregulation should be extended to the Capital as well.

The subsidiary company set up in 1985 by London Transport to run the bus services was known as London Buses Limited (LBL). However, route planning and the level of fares charged remained LT responsibilities. 

In the same year LT set up the Tendered Bus Division to begin the process of the competitive tendering of its bus routes, under which LBL was required to compete against operators in the private sector for the opportunity to run individual bus routes on behalf of LT. The routes were awarded to the operator which could run the best service at the most cost-effective price, and several of the initial routes went to private companies rather than to LBL. Buses again began to appear on London's streets whose livery was not traditional LT red.

LBL initially faced several problems resulting from higher overheads, which made it difficult to compete with the private operators. As a step towards the planned deregulation of bus services in London, LBL therefore created thirteen locally based subsidiary companies, each with its own commercial remit. 

These companies conducted their own wages negotiations with the unions, took appropriate steps to reduce their overheads, and competed against each other as well as against the private sector companies for the contracts to run LT bus routes. The subsidiaries became increasingly successful in competing for routes.

In December 1992, the (then) Conservative Government announced that the LBL companies would be sold into the private sector ahead of deregulation. However, a year later, the Government decided to postpone deregulation until after the General Election which took place in May 1997.

Public Sector Bus Company Perspective

In Autumn 1984, the London Regional Transport Act changed the framework under which London Transport (LT) was to provide bus services in the capital. The Act also advocated a tendering regime by empowering LT to invite private operators to submit tenders to carry out services as specified in an ‘Invitation to Tender’.  In 1985, LT set up London Buses Ltd (LBL) as a separate, wholly owned public sector bus operation and it also set up the Tendered Bus Division of LT, which began the process of competitively tendering bus services.  Subsequently in 1988, LBL divided up its bus operations into 12 operating companies in preparation for their future privatisation. 

Initially, competition for bus routes was between private bus operators and the LBL operating companies.  The initial contracts were developed on a gross cost basis. That is, the operators were paid the full operating cost of the services and LT retained the fares revenue. 

The competitive procurement of bus services and use of independent operators gradually increased between 1985 and 1994 and the new LBL operating companies had to adapt to a more commercial environment with the effect that costs were driven down and productivity increased.

In 1994, the subsidiary companies of London Buses Ltd were privatised and by January 1995, 11 London Transport owned companies had been successfully sold; four as management buy-outs and seven sold to private companies.  (One had been disbanded.)  At the time of privatisation the subsidiary companies held both gross cost contracts won by tender and their remaining routes not yet tendered; the latter were on a net cost basis.  (The net difference between the operating cost and the estimated revenue was paid by LT to the company or, where revenue exceeded cost, from the company to LT.)

By 1995, half the London bus network had been tendered and was being operated under contract.  Contracts had been won in roughly equal proportions by independent operators and LBL companies.  By August 2000, all routes had been successfully tendered and are now operating under contract to London Buses (LB).



	Key motivations
	Compliance with national legislation

Cost reductions and greater efficiency in services supported by public funds

As with the other PTA’s in the UK, it can reasonably be stated that the reform was not what the Greater London Council would have chosen themselves. Further, the abolition of the GLC was done for quite overt political reasons that extended far beyond the transportation domain. The motivations for the changes rest primarily with the ideology and political position of the Conservative administration, although it must be acknowledged that various academics and economists strongly recommended such an approach.

	Main changes in original reform
	Abolition of GLC and transfer of control to Central Government

Restructuring of the new local authority and transport authority

Introduction of competitive tendering

Restructuring of London Buses

Privatisation of London Buses

	Subsequent changes
	Transport for London (TfL) was established following the 1999 Greater London Authority Act.  London Buses is the subsidiary company of TfL responsible for securing bus services. There has been little effective change in the processes for procurement of the bus passenger transport, but there is a very substantial shift in the general policy and priority for buses. This has included radical changes to the fares structures, the ticketing and information systems, the investment levels in buses and the volume of services, priority within traffic, and promotion of public transport. 

The main change within the tendering process has been the move away from net cost contracts which had been preferred for a period of time in the mid-/late-1990’s. The approach is now one of gross-cost contracts with quality incentives.

	Any major problems that stimulated changes
	The restructuring of London Transport to Transport for London was stimulated by broader transport and local governance policies, and the need to establish transportation systems which could keep London moving efficiently.

The specific bus-related concerns were : 

•Many actions were being led by lowest cost rather than by transportation effectiveness or impact on the city
•Ageing bus fleet.

•Level of bus service not operated due to staffing reasons had reached 2% and was rising

•Inadequate wages and inadequate supervision.

•Poor public image.

The shift away from net cost was mostly stimulated by the belief that it was not offering any financial benefits relative to gross costs contracts. There may also have been elements of difficulties to safely forecast revenues, thus leaving the operator with a choice of carrying the risk or pricing it into the bid; of difficulties to satisfactorily measure it from TfL’s viewpoint; and the loss of knowledge for TfL where the operator retains the revenue and the fundamental knowledge of the business.


Table 3 : Legal and Institutional Framework

	City
	London

	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.

Transport for London is a statutory body created by the Greater London Authority Act (GLA) 1999. S. 141 (1) of the GLA gives the Mayor of London a general duty to develop and implement policies to promote and encourage safe, integrated, efficient and economic transport facilities and services to, from and within London.

S. 154 (3) (b) states that TfL has a duty to facilitate the discharge by the Greater London Authority of the duties under s. 141 (1). In turn, TfL has a power under s.173 to provide or secure the provision of public passenger transport services, to, from or within Greater London. TfL also has certain other miscellaneous powers and duties. 

TfL is also the highway authority for Greater London Authority (GLA) roads and is also a traffic authority for GLA roads. As a traffic authority TfL regulates the way in which the public uses highways. TfL is responsible for traffic signs, traffic control systems, road safety and traffic reduction. In addition TfL is the licensing authority for both hackney carriages (taxis) and for private hire vehicles (minicabs).

The GLA sets down TfL's powers and duties. In general, TfL has a discretion as to who may discharge those functions on its behalf. However, in the case of certain specified activities, that discretion is limited. Those activities specified by the Transport for London (Specified Activities) Order 2000 must be carried on by TfL through a company limited by shares (which may be a subsidiary of TfL). Transport Trading Limited (TTL) is TfL's trading body. It has a number of subsidiaries:

· London Underground Limited 

· London Bus Services Limited 

· London Buses Limited 

· Victoria Coach Station Limited 

· London River Services Limited 

· Dockland Light Rail Limited. 

All TfL functions remain with the TfL Board unless delegated. The TfL Board may arrange for its functions to be discharged on its behalf by any TfL committees and sub-committee, any TfL subsidiaries, any TfL members or officers and any bodies of members or / and officers. The TfL Standing Orders lays down the decision-making structure and proceedings and the scheme of delegation.

The Public Passenger Vehicles Act 1981.



	Institutional Framework
	

	Listing of all relevant agencies
	Greater London Authority

Transport for London 

London Bus Service Ltd. is the subsidiary that plans and procures the bus services.

The 33 London Boroughs

	Primary functions of each agency
	•The GLA :

· establishes transport policy

· sets fares

· establishes the budget

· arranges the funding

•Transport for London 

· carries out all of the transportation authority functions for all modes

· integrates the transport services

· provides common activities such as ticketing and traveller information

· manages its subsidiary companies, including LBL and London Underground

London Bus Services Ltd. carries out the specific planning and procurement services for buses : 

· plans routes, frequencies and bus types

· consults on service changes

· tenders routes and awards contracts 

· provides bus stations, stops and information

· monitors service quality, vehicle standards, driver hours

· carries out research and development.

Private sector contractors:

· run and manage the services

· providing assets, including buses and garages

· employ staff.

The Boroughs do not have any direct role in the passenger transport.

	Relationships among agencies
	Not applicable

	Fund flows among actors
	All revenue from services and from pre-paid ticket sales accrues to London Bus Services Ltd (LBL). Transport for London provides public support funding to LBL, who compensate the transport service providers under the gross–cost with quality incentive contact. 

	Schematic
	

	Who plans routes
	London Bus Services Ltd. 

There is a rolling programme across the network of 700 routes. 
Each year, this covers al routes in the next year’s tendering programme, plus associated routes, plus other parts of the network affected by major cange, eg Congestion Charging.  
50%-60% of the network has some level of review each year


	Who operates the competitive process
	London Bus Services Ltd. 

	Who signs the contract
	London Bus Services Ltd. 

	Who monitors performance
	London Bus Services Ltd. 

	Who administers the contract
	London Bus Services Ltd. 

	Who is responsible for bus operations management
	Contracted bus operators 


	Who is responsible for bus operating environment ?
	Transport for London. TfL has its own unit to monitor and protect the bus priority measures, in particular the 580 km. of Red Routes. They are empowered to charge offenders. In 2003, over 300,000 Penalty Charge Notices were issued to cars which drove or parked in bus lanes. 

	Procurement of transport services
	Graduated payment scale based on reliability achieved against targets
Performance above set targets = bonus payments

Performance below set targets = deductions 

Operators are able to earn  +15% of contract price

	Basis of procurement
	The initial contracts were developed on a gross cost basis.  The operators were paid the full operating cost of the services and LT retained the fare revenue. In 1985, the percentage of scheduled bus mileage operated was poor, therefore the contracts allowed for deductions for any scheduled mileage which did not operate and which was within the operator’s control (e.g. due to non availability of staff or mechanical breakdown). Contracts could also be terminated on the grounds of poor performance but they did not include any additional financial incentives for good quality of service.

At the time of privatisation, the subsidiary companies were allocated those routes which they ran at the time on a net cost basis.  As the price was agreed between LT and the subsidiary company, based on the difference between operating cost and estimated revenue, the contracts were called “Negotiated Net Cost” contracts.  Again, these contracts allowed for deductions for mileage not operated which was within the operator’s control. 

The last negotiated net cost contract expired in February 2001.  The routes involved have all been tendered and have been let either as Tendered Net Cost contracts or Gross Cost contracts.

In 1996, Tendered Net Cost contracts for bus routes were introduced to provide a revenue incentive for operating companies.  They were used for the majority of routes.  These contracts also allowed for deductions for mileage not operated, which was within the operator’s control.  The retention of revenue growth was the only financial incentive for operators.  By implication this also meant that revenue growth (which was occurring because of economic growth and network and marketing initiatives undertaken by London Buses) was not available for investment in the network. 

In the years from 1994/95 to 1999/2000, passenger numbers increased by 12%, but the quality of service as measured by punctuality of buses markedly declined (see below).  There is no discernible difference in performance between the net and gross cost contracts.  Off bus (Travelcard and Bus Pass) revenue has to be allocated to different operators and changes made to the agreed revenue, where service changes are implemented during the life of a contract.  Surveys are expensive to administer and contain a degree of inaccuracies that smaller companies find difficult to manage.  In June 1999, London Buses decided not to let any more Tendered Net Cost contracts and reverted to Gross Cost contracts and begun developing a new form of contract which would include incentives for delivery of quality.

By June 2003, over 50% of the network was operating under incentivised contracts. 



	Nature of competitive mechanism
	LBL defines almost all aspects of the service offer, quality and image. The Invitation to Tender includes a clearly specified :

· detailed route description

· terminal points

· stopping places

· first and last journeys times

· for low frequency routes, the departure times

· for other routes, the service interval

· number of buses

· size and type of vehicle

Bidders are required to submit a “Compliant Tender” – in other words, they must submit a bid which matches the original specification.

Bidders are then free to provide alternatives which either improve the service or save cost. LBL will then consider the overall value of these alternatives against the Compliant tenders.  It is up to LBL whether or not to accept such alternatives. Alternatives are considered as being of two types : 

a) “Minor” variations, such as adding or deleting individual trips, varying the times of first and last trips, or minor rerouting or extension of the services. Bidders are required to simply submit outline details and indicative costs of these variations.

b) “Major” variations, such as strengthening the timetable, use of different types of vehicles, restructuring of a route, or restructuring a group of routes. For example, an operator may have a very good understanding of the user needs and traffic characteristics of the route, and may see a better solution. In other cases, a Bidder may have a depot or facility near the route, and may be able to offer extra trips at marginal cost. In these cases, the Bidder is required to submit a fully worked up proposal. 

In summary, LBL requires all Bidders to submit a bid which matches the original specification. Bidders can then offer alternatives which might offer better value.

London is an example of a City where tenders are issued frequently - Invitations to Tender are issued about every 2-3 weeks. A number a number of routes are issued as a “Tranche”, and bidders can put in tenders for any or all of the routes. 

In order to reduce the amount of documentation, to ensure consistency in the process, and to help potential bidders, TfL has structured the tender documentation in two parts :  

a) The “Master Invitation to Tender”  (Master ITT) document contains all of the information which is repeated from one round of tenders to another. 

b) The “Specific Route Requirements” document is issued with specific information for the Tranche currently on offer, and any variations to the Master ITT.

The structure of the documentation is shown in the following table : 

Section

Master ITT Document

(deemed to apply to all ITT’s)

Specific Route Requirements

(in each Tranche ITT)

1

The instructions to Tenderers

Amendments to Master ITT

Historic performance statistics

Special conditions and variations

2

Explanation of general operating requirements

Service specification for each route

3

General Tender format and content

Amendments etc. to tender format

Source : London Bus Services : Master ITT Document (November 2000)



	Unit of procurement
	The route is basic unit of procurement. Bidders can offer combinations for routes where this could yield a saving.

	Is there a pre-qualification stage ?
	Interested bidders must register with London Bus Services Ltd. in order to take part in tenders and to receive tender documentation. 

	If so, how does this work ?
	Interested operators request to be registered with LBL, and submit supporting documentation. 

	What are the pre-selection critieria
	

	What are the selection criteria ?
	In London, LBL aims for good value-for-money, but a lowest price bid is not guaranteed to win. They are also very interested in quality of the service, sustainability, compliance by their Contractors with social and legal requirements, and the longer-term impact on the competitive market (see discussion in the Reform Options Paper on sustainability of competition). 

They state “Any Route Agreement, if awarded, will be awarded to the Tenderer submitting the most economically advantageous Tender. The following criteria, which are not listed in order of importance, are used in the evaluation of Tenders : 

· Submission of a Compliant Tender in accordance with LBL’s requirements

· Ability to meet LBL’s Service Specification

· Ability to achieve LBL’s quality standards

· The sustainability of the tender proposals for the duration of the Route Agreement

· Evidence of the intention to maintain good employment practice for the duration of the Route Agreement

· Proposed management structure to support the provision of the services

· Ability to achieve LBL’s safety and environmental requirements

· Ability of the Tenderer to contribute towards the provision of safe, efficient, and economic bus services across the bus network

· Impact on competition within the entire bus network

· Ability to meet the planned service commencement date

· Value for money

· Ability to manage a transfer of staff under the Transfer of Undertakings (Protection of Employment) Regulations 1981 as amended, where applicable”

There are three important points here : 

1) LBL sees the contracted operator as an extension of itself, and therefore takes seriously the service, social, legal and image aspects

2) LBL decides what it wants, according to its own subjective criteria. While price is important, the bidder does not have good visibility in advance of the factors that will determine a winner. However, if the lowest price bid is not accepted, LBL are required to publish the reasons. 

3) Past performance is taken into account, or for new entrants their expected ability to perform. LBL will generally not accept a lower priced bid from an operator that has performed badly elsewhere. 



	What is the relative weighting 
	Not published, and appears to be variable. 

	Describe the selection process
	

	Contract for services
	

	Duration of contract
	Current contracts are usually 5 years in length.



	Is there a bonus/ penalty regime
	Bonus and penalties are applied. 

In order to provide greater incentives for operators to provide better quality services, London Buses has developed Quality Incentive Contracts (QIC).  Operators are paid for the quality of service they deliver as well as volume.  The main features are as follows: 

· Bonus payments are made for performance above target, deductions will be made if targets are not achieved. 

· Contract extensions of 2 years will also be available if performance is above the set standard.

· The original system of deductions for lost mileage is retained.

· Fare revenue is retained by London Buses to fund incentive payments and for investment in the network.

· The major measure of quality is reliability, as this is of most importance to passengers. ‘Softer’ customer satisfaction measures reflecting the passengers’ whole experience of the journey are also be taken into account, and affect the contract extension provision.

The following monitoring is carried out : 

- Service volume and reliability

- Customer Satisfaction Survey (36,000 per annum - 20 Aspects)

- Mystery Traveller Survey (25,000 trips per annum - 80 Features)

- Safety Audits and Accident Reports

- Driving Standards (4,000 per annum) & Drivers Hours

- Engineering Standards (minimum 10% per annum)

	What are the key performance criteria ?
	The contracts are mostly on a gross cost basis with strict specification of the services, and with penalties for below requirements provision. In addition, LBL sets service quality standards, and these are reported in the Transport for London Best Value Performance Plan, as well as regular reports on all routes to local authorities and users’ representatives.

As well as the performance regime already in place, they added 7 new indicators for bus, which are measures of the percentage of customers who express a satisfaction level of at least 7.5 out of a maximum value of 10. The indicators are : 

- service reliability

- personal safety and security

- smoothness of ride and freedom from jolting

- attitude and behaviour of the staff

- cleanliness and condition of bus

- information on bus

- information on stops

These are good examples of the type of quality measure observed through user surveys and professional surveys and used in more mature tendering systems to reward and penalise operators. These complement the long-standing measures used to judge performance of bus services in London:  

- on-time departures (i.e. punctuality)

- scheduled waiting time

- excess waiting times

- service volume (i.e. reliability), with and without congestion effects

- cost/passenger journey

TfL also has measures of its own performance, including the level of bus lanes, camera enforcement, bus priority at traffic signals, traffic signals operating effectively.

As described above, Transport for London (TFL) have set targets for customer satisfaction ratings for seven service attributes. The requirement is that a target percentage of customers will give a satisfaction rating of 7.5 or better (out of 10). The following table shows the actual performance for 1999-2000, the forecast outturn for 2000-1, and the target for 2000-1.

Service Attribute

1999/2000

Actual

2000/2001 Forecast

2000/2001 Target

Service reliability

52

48

55

Personal safety and security

80

81

80

Smoothness and freedom from jolting

60

62

59

Attitude and behaviour of staff

79

80

79

Cleanliness and condition of buses

70

68

70

Information on buses

69

67

69

Information at bus stops

62

60

65

In addition, many other service performance attributes are monitored, although they are not yet part of the performance target regime. 

Service Attribute

1999/2000

Actual

2000/2001 Forecast

2001/2002 Forecast

Low frequency services : 

% Departing on time (-2 to +5 mins)

67.8

67.0

70.0

Frequent services : waiting time (mins)

Actual

Schedule

Excess

6.7

4.6

2.1

6.8

4.6

2.2

6.5

4.6

1.9

% of schedule operated

- before traffic congestion

- after traffic congestion

97.5

95.9

97.5

95.5

98.0

96.4

These latter measures have been the key way in which performance has been managed since bus tendering  started in London.  The user based measures are now being used to complement these.



	Describe any performance-based mechanism that leads to warnings and termination
	Source : “The Bus Tendering Process”, London Transport Buses, 1999

The performance levels achieved by out-contracted bus operators are regularly reviewed by London Transport Buses (now by TfL) senior management. Any aspect of unsatisfactory  performance which is identified, will be discussed in the first instance with the operator’s local management. Such aspects may also be raised at the regular Business Review Meetings which are held at Director level with each operator. The operator’s management may be required to produce and implement an action plan in respect of any unresolved performance issues.

If the problem persists, there is a facility within the contracts for the issue of Formal Warnings to the operators of those contracts which are continually providing an unacceptable level of performance. These are used as a method of incentivising the operator to improve performance to a level acceptable to LTB, i.e. to at least the minimum standards stipulated in the contract. 

LTB seeks to work with the individual operators, in order to resolve performance and service quality issues, wherever possible assisting them in ensuring that the required service and performance levels are provided. However, LTB has the right to terminate any contract which consistently performs at a level which LTB considers to be unsatisfactory, and this has on occasion been done.

	Is there an option for contract extension
	Contract extensions of 2 years are available if performance targets are exceeded by set amount.
Customer satisfaction measures (e.g cleanliness, quality of driving) are included in qualification for extension.


	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 ?
	GLA provides oversight of TfL, which provides oversight of LBL. 

	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. GLA is obliged to generate a Best Value Plan each year, which includes reporting on performance for the previous year.


Table 4 : System Performance Measures

	City
	London

	Total annual passenger trips, all modes
	Daily trips in the Greater London Area (2003-4)

Car

11.0 million (43%)

Bus

 4.6 million (18%)

Underground
 2.7 million (10%)

Commuter trains
 1.3 million (5%)

Bike, motorbike
 0.5 million (2%)

Taxi

 0.2 million (1%)

Walk

 5.6 million (21%)

Total

26 million

	Bus mode share
	18% of all passenger movements

45.6% of public transport trips

	Annual bus km. Operated
	449.8 million (2003-4)

	Annual bus capacity-km
	

	Annual bus ridership

- urban 

- suburban
	1,702 million (2003-4)

	Annual bus passenger km.
	6,431 million (2003-4)

	Average bus trip length
	3.8 km – average passenger journey length by bus

4.5 km – all modes

	Average load factor
	14.7 passengers on average

	Average boardings per trip
	

	Bus fleet size

- city bus

- articulated

- minibus
	8,200

	Total fleet capacity
	

	%  air-con
	

	% of area of city within 500m of bus stop
	

	% popn within 500m of bus stop
	>90% of population within 400m of a bus stop (2002)

	Km of road with bus service
	3,730 km out of total street/road network of 14,676 km.

	% of total suitable roads with bus service
	

	Annual revenue
	GBP 786 million traffic revenue on London’s buses (2003-4)

	Average revenue per trip
	GBP 0.45 per passenger journey (2002)

GBP 0.12 per passenger kilometres by bus (2003-4)

There is now a significant divergence between Bus and Underground fares, where Underground fares average GBP 0.16 per passenger kilometre. 

	Average single fare per trip
	There is now a flat fare on London Bus routes. This replaces the stage-based system that had been in place for decades.

Bus fares have remained fixed since 2000. 

Travel for under-11s has been free. In mid-June 2005, the Mayor announced that this would be extended to all under-16’s who are still in full-time education. 

	Bus Cost recovery ratio
	61.7% (2003-4)

Total Cost for 2003-4 for the bus services was GBP 1,312 million

	Bus Annual operating subsidy

- total

- service support

- fare support

- concessionary
	GBP 503 million (2003-4)

In 1997-8, the services broke even (after payment for concessionaries), but there was serious concern within London Transport at the service, quality and transportation cost at achieving financial balance. A new approach was taken to increase the service offer, the quality, and the tariff structure. By 2000-1, the financial support had risen to about GBP 100 million.

The preface of the CEO (Peter Hendy) to the 2003 Service Review Report states “The Business Plan for 2003-4 to 2008-9 identifies significant cost growth for development of the bus network and associated infrastructure. Subsidy is forecast to rise to approximately £1 billion by 2008-9. Funding however has not been identified beyond 2004-5, and the bus network costs are not sustainable within the current funding and fares framework.” It is not clear whether TfL will seek to cap the subsidy levels, to reduce the network expansion, or to find additional funding sources. The subsidy requirement for the bus services has reached 50% of that level by 2004.  

	Bus Annual capital expenditure

- infrastructure

- buses

- other
	

	Public transport subsidy as % of city budget
	

	Bus subsidy as % of total PT subsidy
	72% (2003-4)

	Subsidy per bus passenger boarding
	GBP 0.29


Table 5 : Public Sector Performance Measures

	City
	London

	Number of different operators providing services
	About 27 (some of which are part of the same group).

The merging of operating companies into large groups over recent years has significantly reduced the number of owners of bus companies operating in the London area.  Market share data is analysed regularly on a London wide basis and shows a steady market consolidation, from 10 large groups (with 91% of the market, top 6 had 68% of the market) and 13 smaller companies in 1995 to 6 groups (with 90% of the market) and 16 smaller companies by mid-2001.

The main operators in 2003-4 are : 

Metroline

11.63%

Arriva London North
10.28%

First London West 
 9.63%

Stagecoach East London 
 9.64%

London United

 8.20%

London Central

 7.20%

London General

 6.77%

Arriva London South
 6.55%

Stagecoach Selkent
 6.20%

First London East

 5.92%



	Number of routes bid in open tender
	700 routes total

355 high-frequency routes

197 low-frequency routes

 64 night services

	Tendered routes as % of total routes 

- by routes

- by annual kms.
	100%

100%

	No. tender rounds per year
	Approximately 20% of the bus network is tendered each year. This is done by many rounds of tenders. These tranches are usually about 7-10 routes each, every two weeks. Over time, it has been possible to align the renewal dates for the services so that there is a steady flow of work with few ‘spikes’. The London Bus network is currently valued at nearly €1,300m, so about €260m of tendered work is offered each year.



	Average tender unit size : 

- buses

- routes

- annual kms.
	Tender units are invariably for a single route, or for the route plus the night-service variant.

A sample of routes tendered during 2003-4 shows that they are typically in the range GBP 3-10 million in value, with typical per mile cost of GBP 3.5 to 6.5. Taking into account that the standard contracts are for 5 years, this indicates that routes are mostly in the range 100,000 to 200,000 km. per annum. 



	Average bids per tender unit
	In 1995 there was an average of 6 bids per tender.  This has reduced to 2.5 bids per tender in 2000.  It should also be noted that usually fewer bids are received for larger routes.  Those routes requiring a PVR of over 15 vehicles, had on average 2 bids per tender in the first half of 2000 and many only received one bid, although recently the number of tender bids for larger routes has increased.  Routes with a PVR of 15 or less had an average of 3.1 bids.

A sample of 29 tender results from 2003-4 shows that there were 4 cases of a single bidder (one of these was a contract of value GBP 10.6 million),  13 cases of 2 bidders, 9 cases of 3 bidders, and 1 case each of 4, 5, and 6 bidders. 

	Impact on costs
	The public subsidy required  for the Bus Network and for London Buses as a whole (including infrastructure and operating services) is shown here :
LB Financial Performance                               (€ million)

Actual

90/91

91/92

92/93

93/94

94/95

95/96

96/97

97/98

98/99

99/00

00/01

Bus Network subsidy 

-44

-32

-11

49

53

46

6

-32

L subsidy:
-179

-187

-173

-105

-98

-54

-19

0.0

-19

-65

-105

Subsidy:
  € / Km

0.64

0.66

0.58

0.34

0.32

0.17

0.06

0

0.05

0.18

0.29

LB subsidy includes all revenue and vehicle costs but excludes capital investment.

In 1997/98 LB broke even, after several years of competitive prices and a reducing loss.  Since then costs have been increasing above the rate of the inflation and the loss has started to increase. In 2000/01 the  loss was €105 million. The increase in subsidy from 1989/99 was in part caused by the expansion of the bus network, the introduction of new vehicles and additional vehicles to improve reliability, increased traffic congestion, as well as increased expenditure on improved passenger information, eg. Countdown, increased maintenance volumes in respect of Advanced Vehicle Location system and increased Revenue Protection.

Tender prices started to increase significantly faster than inflation at the end of 1996.  Further increases became apparent following the switch from Gross cost to Net cost contracts in 1997.  One reason for the big increases in contract prices in the period 1999-2001 was the existing low price of some contracts.  Early on in the tendering process (1990 – 1996) operators bid relatively low prices to gain a foothold in London and achieve a significant market share.  As contracts with low prices are re-tendered, there is an increase in cost, as tenders are priced to cover costs as well as provide a return on investment and resource.



	Frequency of surveys to check for reliable service
	

	% of checks below acceptable standard
	

	Frequency of Boarding / alighting survey
	

	% passengers checked for fare payment
	LBL had a total of 190 Revenue Protection Inspectors in 2003-4, increased to 240 by early 204, and will be further increased to 290 during 2005. A total of 7.5 million passengers were checked in 2003-4, about 1.7% of all passengers.



	% checked passengers found with fare irregularities
	38,000 passengers were issued with Penalty Fares in 2003, resulting in 7,500 prosecutions

Loss due to fare evasion across all modes is estimated at GBP 60 million. 

	Number of formal meetings with public
	There are very many consultative and outreach mechanisms in place. It is probably not possible to identify the total number of meetings held with the public at all levels, other than to state that it would be a very high number.

	Market research 

- surveys of passenger demand

- surveys of passenger satisfaction

- surveys of passenger preferences

- surveys of fare affordability
	LBL carries out an extensive, structured market research. This covers all aspects of travel patterns, travel demand, customer satisfaction, and customer opinion and preferences. A Household travel survey is carried out, the most recent being in 2001. 

The collective research examines in detail a wide variety of aspects of travel patterns, car ownership, mobility impairments, mode choice, journey times, journey lengths, variations by market sector, purpose and time of day, and household expenditure on transport. 

Customer satisfaction is measured on a continuous basis. Customer satisfaction ratings in 2003-4 were : 

Overall



77%

Personal safety and security
81%

Crowding


78%

Reliability 


79%

Information


73%

State of repair of bus

81%

Cleanliness


78%

Bus Stations


68%

Bus Stops and Shelters

75%

Smoothness of ride 

74%

Staff behaviour 


85%

Value for money 


77%



	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
	

	Monthly tickets sold, by type
	

	Estimated monthly trips by monthly ticket type
	

	Number of bus shelters

% stops with bus shelters
	

	Number of bus interchange points
	

	Number of bus terminal points
	


Table 6 : Operator Performance Measures

	City
	London

	% Achievement of minimum scheduled km. 
	98.9% (2003-4)



	Number of routes operating at or above Reliable Service minimum
	High frequency routes : change of waiting 0-10 minutes : 83% (2003-4)

Low frequency routes : trips departing on time : 74.6% (2003-4)

Night buses : departing on time : 79.3%

	Breakdowns in service per million bus km.
	

	Average age of buses in fleet
	

	% 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
	Target 100% cashless buses by 2006.

	Staff per PVR

- drivers

- engineering

- administrative
	

	Average operating cost per km., by bus category, by operating group
	From a sample of 29 contracts in 2003-4, the cost per mile was GBP 2.98 to 6.78,  equivalent to GBP 1.86 to 4.24 per km.


Table 7 : Key documents

	City
	London

	Applicable transport law
	

	Public transport regulations
	

	Invitation to tender documents
	Not released on basis on intellectual property of TfL

	Contract documents
	Not released on basis on intellectual property of TfL


