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Key facts

£512m 5.8m £5bn

annual government bus passenger journeys new five-year government
revenue funding (2018-19)  per day on average in funding package

for buses in England England outside London announced for buses,
outside London excluding in 2018-19 walking and cycling in

cost of free travel

England outside London

primarily for older and over current Parliament

disabled people

10%

38%

112 million

18%

24%

£1.80 to £5.10

£220 million

overall decline in bus use between 2010-11 and 2018-19

reduction in local authorities’ financial support for bus
services between 2010-11 and 2018-19

vehicle miles travelled on local authority supported service
routes in 2018-19, down from 243 million in 2010-11

fare increase in real terms between 2010-11 and 2018-19

of bus operators’ revenue income in 2018-19 from the provision
of bus services, net of concessions, comes from government
subsidy and support, though the exact percentage will vary

by operator

average benefits (per programme evaluated) for every £1 spent
on supporting local bus services — assessed by the Department
for Transport in 2016

new funding announced to support bus services in 2020-21,
some of which was repurposed to support existing services
during the COVID-19 crisis



Improving local bus services in England outside London Summary 5

Summary

Introduction

1 In 2019, buses accounted for 56%o of public transport journeys by those
living in England outside London, or an average 5.8 million passenger journeys
each day. Despite a long-term shift to private car use, buses still support millions
of essential daily trips, and for many people provide the only practical, frequently
used method of transport, other than walking. Bus use is particularly common
for people aged from 17 to 20 and over 70, and for women and girls, most

ethnic minority groups, and people on lower incomes. Reliable, affordable bus
services contribute to achieving the policy objectives of two thirds of government
departments, from reducing health inequalities to access to justice.

2  Since government deregulated the local bus market in 1986, the majority
of local bus journeys (87% by mileage in 2018-19) are on commercial services.
Private sector operators decide bus routes and frequencies and invest in new
vehicles and routes according to commercial considerations. However, public
money has always supported bus services:

° Local authorities may choose to tender for additional supported services,
which are those they consider necessary but are not otherwise commercially
viable; they support these services from their general revenue funding from
the Ministry of Housing, Communities & Local Government (MHCLG).

° At national level, the Department for Transport (the Department) pays
a subsidy to help operators provide affordable services where they might
not otherwise be viable.

From 1997-98 to 2010-11 the net total of national subsidy and local revenue
support for bus increased in real terms, but fell thereafter, in line with spending
on other local services. Around 24% of bus operators’ income from bus services
currently comes from public subsidy and support (£512 million in 2018-19).

The exact percentage will vary by operator.

3 The Department is responsible for the bus policy framework, ad hoc capital
funding to local authorities and operators, and legislation. It provides information
to support MHCLG, in determining the overall funding for local government.
Over more than 30 years, the Department has stated an aim to increase bus use
and halt the decline that has continued since the 1950s. In some periods this has
been expressed as a formal Departmental objective, although not currently.
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4  The Department considers that good quality bus services are vital for

local economies, can help ease congestion, and support better connected
communities. It also sees an important role for buses in addressing air quality
issues and reducing greenhouse gas emissions. In September 2019 the
Department announced that it would develop the first national strategy for bus
services across England and a long-term funding commitment.! In February 2020,
it announced a £5 billion new funding package for buses, cycling and walking
over this Parliament.

Scope of this report

5  The National Audit Office (NAO) and the House of Commons’ Committee of
Public Accounts (the Committee) last examined bus services in 2005 and 2006
respectively. This report examines the effectiveness of government’s support for
buses, and the extent to which the enablers are in place for local authorities and
operators to realise the long-term, sustained improvement that the Department
now intends. The report:

° explains what the data show on bus use, provision and performance
over time and across local authorities in England. It also sets out roles,
responsibilities and accountabilities for delivering and improving bus
services (Part One);

° examines the effectiveness of the revenue funding framework for buses
(Part Two);

° examines the effectiveness of government’s current approach to improving
bus services (Part Three); and

. assesses the issues government needs to address to achieve its aims for the
future of buses in England (Part Four).

6 During fieldwork for this study, the COVID-19 crisis led to drastic reductions
in bus travel across the country; potential serious health and financial
consequences for passengers, staff, operators and local authorities; and rapid
financial and regulatory intervention by the Department. Also, progress has been
delayed on the strategy, long-term funding package and initial pilot schemes.

We do not examine the value for money of the Department’s emergency
interventions during the crisis. Although the issues we highlight pre-date the
pandemic, we consider they remain and have been brought into sharper relief

by its effects.

1 Department for Transport, A better deal for bus users, first published 30 September 2019,
updated 6 February 2020.
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7 This report does not examine voluntary and community transport providers.
Our examination excludes bus services in London, where the delivery model is
different from the rest of England, although we draw on comparisons with London
where useful. With a focus on funding arrangements and service delivery, we have
not examined specific capital funding and improvements to infrastructure or
vehicles. Most of our analysis uses data between 2010-11 and 2018-19 because
the Department collected data on a different basis prior to 2010-11, but we have
used longer-term data to reflect longer-term trends. Our evaluative criteria and
methods are at Appendices One and Two.

Key findings

Bus use, provision and performance, 2010-11to 2018-19

8 Despite the Department’s aim to increase bus use, over this period
passenger journeys fell in 65 of 88 English local transport authorities outside
London, and by almost 10% overall.? This continued the gradual decline since
before deregulation. By comparison, since deregulation London experienced
an 89% increase, following the introduction of additional services and the
congestion charge, although this has declined more recently. Average bus
journeys per person per year outside London vary widely: from less than

10 in some counties and more rural areas, to around 150 in some more
densely populated areas including Nottingham, and Brighton and Hove.

The local authorities which include large metropolitan areas account for
more than 40% of all passenger journeys outside London, but they have
also seen the greatest percentage falls in average journeys per person
(paragraphs 1.4, 111 and 1.12, and Figures 7 and 8).3

9  The decline in bus routes and bus travel disproportionately impacted
supported routes, which are important for more rural or disadvantaged users.
During this time, travel on supported services fell faster than on commercial
services, with the total distance travelled on supported services falling by more
than half. The Campaign for Better Transport estimated that since 2010-11 some
3,000 bus routes have been reduced, altered or withdrawn and these routes are
more likely to have been supported services. The Department’s analysis shows
that supported services can deliver high levels of socio-economic benefit, but it
does not have information to understand how many people and who are being
affected by route closures (paragraphs 1.10, 2.10 and 2.12).

2 There are 88 local transport authorities, excluding London, as metropolitan combined authorities are treated
as one local authority.

3 The six metropolitan combined authorities are: Greater Manchester; Merseyside; South Yorkshire; Tyne & Wear;
West Midlands; and West Yorkshire. Tees Valley combined authority is not classified as a metropolitan authority
but includes five large towns and has also seen one of the largest falls in bus journeys per person.
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10 Some local authorities, where there is long-term local support for
prioritising bus services and tackling congestion, have improved and sustained
bus use. There is good evidence on what works in improving and increasing
commercially viable bus services: long-term locally led interventions with wide
support, particularly those which target congestion, improving bus speed and
reliability. This reduces the need for local authority support, freeing up funding
for further improvements or other purposes. Urban areas including Nottingham
City and the West Midlands have made progress with bus priority lanes. In Bristol,
following partnership working between local operators, local authorities and the
Department, passenger journeys increased by 36%, to 92 journeys per person
per year. In rural areas, sustaining commercial routes is more difficult. On-demand
services have had some success in a limited number of areas, for example
Lincolnshire (paragraphs 1.13, 3.2 to 3.4, Figures 13 and 14 and Appendix Three).

Revenue subsidy and support for bus services, 2010-11to 2018-19

11 The Department’s subsidy keeps routes financially viable and is important
to operators but needs reforming to provide greater incentives for improvement.
Increasing congestion means operators need to put on more buses to maintain
frequency, which, when combined with falls in paying passengers, puts pressure
on operator profit. The Department’s most recent estimate of median operator
profitability is 8.5% (2017-18), at the lower end of what the Competition
Commission estimated was desirable. Between 2010-11 and 2018-19, as
fare-paying passenger journeys fell almost 6% (net of concessions journeys),
total estimated operator revenue fell by 11%o, while average bus fares increased
by 18% in real terms. The Department’s subsidy (Bus Service Operators Grant)
aims to keep services affordable and allow operators to run services that might
otherwise be cancelled. However, the Department recognises that it is outdated
and could be reformed to incentivise improvements more effectively and has
committed to do so. In 2018-19, the subsidy was £248 million, 31% less than in
2010-11, mainly because the Department had reduced the rate of payments and
miles travelled were lower (paragraphs 2.2 to 2.9, and Figures 9 to 11).

12 Local authorities’ have significantly reduced support for bus services,
while the cost of statutory concessions has fallen more slowly. Of 85 local
authorities operational over the whole period we examined, 72 have

reduced spending on supported services. Of these, 42 reduced funding by
more than 50%. The total real-terms fall from £425 million in 2010-11 to

£264 million in 2018-19 (38%) is similar to reductions in local government
spending on other non-statutory services. While not part of bus subsidy and
support, the statutory duty to reimburse operators for free travel by eligible
older and disabled people cost local authorities more than £650 million in
2018-19 and now forms a larger proportion of the total that local authorities
spend in relation to bus travel. Authorities report that this duty, which is akin to
a locally delivered national benefit, adds to pressure on non-ringfenced funding
(paragraphs 2.10 to 2.11, 2.16 to 2.17 and Figures 11 and 12).
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Effectiveness of government’s interventions

13 New powers for local authorities to take greater control over bus services
have made little difference against a background of wider funding pressures.
Deregulation shifted control over bus routes and passenger fares from local
authorities to bus operators running commercial routes. Over time, the Department
has tried to give a degree of control back to local authorities, by allowing various
types of formal local partnerships with operators. The 2017 Bus Services Act
allowed new models of partnership working and gave certain larger authorities the
power to take control of services under a franchising arrangement. However, local
authorities’ reduced spend on local transport, down by around 40%b in real terms
since 2010-11, is likely to have led to reductions in experienced transport planning
staff to work in partnership with local operators. There are some long-standing,
effective partnerships, but it took until April 2020 for the first, and so far only,
new-style partnership to be agreed. No franchising proposals have progressed
beyond consultation (paragraphs 1.9, 2.10, 3.5 to 3.9, 4.3 and Figures 6, 7 and 15).

14 The Department uses capital funding to support bus improvement, but is
concerned that not all local authorities are able to access it. The Department
provides a range of capital funding pots for which local authorities and
operators can bid which can be useful in kick-starting bus improvement.

The Department’s evaluations of bus improvement schemes it funded suggest
positive benefit-cost ratios, ranging from £1.80 to more than £5.10 on average
(per programme evaluated) for each £1 of investment, not including wider
impacts. In the longer term, these capital projects can address congestion

or reduce emissions, alongside contributing to reducing operators’ costs.

The funds have ranged in size from £7 million to £2.5 billion and include the
Local Sustainable Transport Fund and Transforming Cities Fund. However, the
Department is concerned that local authorities with potentially viable projects
are not accessing capital funding, because they lack the capability or revenue
funding to bid (paragraphs 3.12 to 3.16).

15 ltis too early to say whether new regulations requiring transparent

data on fares and routes will increase demand. From December 2020, the
Department has introduced regulations requiring operators to improve public
data on fares and routes - outside London, many timetables and fares are still
only available at bus stops or on the bus. Research, including from statutory
consumer watchdog Transport Focus, suggests that better passenger
information could encourage non-users to try the bus, especially younger
people (paragraphs 1.6, 3.10 and 3.1, Figure 17).
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Accountability for improving bus services

16 By choosing to deliver bus services through a deregulated model, the
Department has limited its ability to influence improvement. This model involves
local operator markets and few contractual relationships. Operators are not
accountable to the Department or local authorities for delivering commercial
services. However, their incentive to invest in improving services and adding routes
may be influenced by the level of support from the local authority and its approach
to managing congestion. Local authorities are accountable to local people for
ensuring that bus services meet their needs, often setting out goals in a Local
Plan, although there are no related statutory duties and weak incentives to
prioritise bus services given the context of wider funding pressures. When we
reported in December 2018, only 44%o of wider Local Plans were up to date, and
14906 of authorities had no Plan at all.# In line with the principles of localism, the
Department does not directly influence how local authorities fund local transport
(paragraphs 1.8 to 1.11, 213 to 2.15, 3.3, 3.10, 4.4 and Figures 6 and 9).

17  While the Department collects data on buses, it could do more to

bring together data and a set of indicators to support its future strategy.

The Department told us that, in line with wider Government policy, it has been
mindful of the need to reduce reporting burdens on local authorities and has
therefore taken a light-touch approach to gathering information on the financial
sustainability of local bus services, given this is an area of devolved spending.
During our work, which primarily took place before the COVID-19 crisis, we
observed that while the Department collected a lot of data on buses, it did not
routinely bring data together to monitor how government interventions impacted
sustainability across the bus system. We do note some gaps in government’s
knowledge, for example on impact of reduced services on communities,
particularly supported services. During the pandemic, the Department told us

it has worked more closely with local authorities and operators to develop and
use new and existing information to understand areas of critical need and target
support. However, without clear objectives, it is difficult for the Department to
know exactly what data it should collect. Also, if it does not identify a coherent,
transparent set of indicators, it may find it difficult to monitor progress against
its forthcoming strategy and make the decisions needed to stay on track
(paragraphs 1.7 to 1.8, 2.12 to 2.14, 2.17 to 2.18, 3.9, 4.6 and Figures 6 and 17).

4 Comptroller and Auditor General, Planning for new homes, Session 2017-2019, HC 1923, National Audit Office,
February 2019.
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Opportunities and risks

18 Lack of coordination across government may limit the scale and pace

of change. The Secretary of State for Transport has set out a long-term

vision of shifting more journeys to public transport, as part of decarbonising
transport. However, wider government decisions will affect people’s willingness
to shift to public transport. We have previously reported on how government’s
understanding of local service delivery and the interactions between service
areas across different departments is weak. For example, planning guidance
for new homes and public services does not need to consider and integrate
bus services (paragraph 4.5, and Figure 16).

19 The COVID-19 pandemic, which has delayed the Department’s strategy,
presents both additional challenges and learning opportunities. Given the
pandemic, the timetable for the strategy was extended and the Department now
plans to publish it by the end of 2020. Also, the Department paused or redirected
£70 million of the £220 million funding announced for buses in 2020-21 to
emergency support, and allowed local authorities to use a further £30 million

to ensure existing services could be safeguarded. The government has also
needed to shift temporarily from its aim of increasing bus use, to advising people
not to use the bus, except for essential travel. However, both local government
and operators told us that rapidly coming together to identify and address
emergency need had improved the effectiveness of working relationships
(paragraphs 2.18, 4.1 and 4.2, and Figure 17).

Conclusion on value for money

20 Bus services have been declining across England for 70 years and the
decline continued following deregulation, with only a few local authorities
managing to buck the trend. However, government recognises that affordable
bus services have public value, and funds around 24%o of bus operators’
revenue income. Government has chosen to deliver public bus services via a
deregulated market model, and sensibly devolves decisions about supporting
services to local authorities, who understand local needs.
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21 The Department is not accountable for delivering bus services, but it has
national policy responsibility. It is now preparing to commit significant new
funding to bus services and to lead a national strategy for improvement against
a background of considerable uncertainty. The Department collects data on
buses and can show it has funded valuable improvements, but to date it has not
sought to demonstrate how its actions have contributed to supporting optimal
value for money across the bus system. If it is to work with and through others
at central and local level, make informed choices about funding, and be able to
adjust its plans to ensure it meets its objectives, it will need greater clarity on
what it wants to achieve and how it will know when it has done so. During the
COVID-19 pandemic, the Department has come together with local authorities
and operators, intervening rapidly to target the weakest areas and keep buses
running, which offers learning for the future.

Recommendations

22 Our experience of improvement strategies in other devolved, deregulated
sectors shows that success requires whole-government commitment to long-term
outcomes and locally led sustainable solutions. Of a number of issues this report
highlights, we consider it most important that the Department should set out:

a a clear, consistent vision of the future of bus travel, that encourages and
supports local authorities to make long-term plans for their own local needs.
The Department should articulate clearly what success would look like for
bus travel in urban and non-urban areas and how it expects new and existing
models of delivery to feature. This vision should be consistent with its policy
statements on future urban mobility and decarbonisation, and emerging
long-term trends in travel,

b a detailed, transparent delivery plan with clear objectives, responsibilities
and accountabilities for the Department and others. The Department’s
forthcoming National Bus Strategy and accompanying delivery plan should
incorporate details of what it will do to lead and support change, what
others in central government will do and what it expects local authorities
and operators to do, alongside how they will be incentivised and made
accountable for doing it;

c good quality data and measures of success. The Department should
look widely at all its sources of performance information to develop a
basket of measures granular enough to understand outcomes for users,
local authorities and operators, so that it can baseline and monitor the
system’s progress, and adjust as necessary. This could build on the
closer working with MHCLG, local authorities and operators during the
pandemic, and include using the information created through the Bus
Open Data programme;
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an active role in supporting local authorities to access evidence and
experience to support improvement. The Department should work with
MHCLG, local government, transport planning professional groups and
operators to make it easy for local transport planners to share experience,
resources, evidence and advice, and where necessary build local capacity
to influence and improve bus services; and

the amount and form of funding, for both local authorities and operators, that
is necessary to achieve the objectives of the bus strategy. The Department
has already committed to providing a long-term funding model. It should
work with MHCLG, HM Treasury and local government as part of wider local
government funding discussions, to ensure that the various elements of
bus funding available combine effectively to support the objectives set out
in the strategy. This should include: reform of the Bus Service Operators
Grant to ensure incentives are aligned with government’s objectives; and
work to understand the actual costs to local authorities of funding statutory
concessions and the effect on budgets for bus improvement. The overall
revenue funding model should also be transparent enough to contribute to
enhanced accountability for improving buses.
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Part One

Introduction to local bus services

11 This part sets out what the data show on bus use, provision, and
performance, over time and across local authorities in England outside
London. Our analysis is based primarily on data from the Department for
Transport’s (the Department’s) surveys of bus operators and local authorities
and its National Travel Survey. This part also sets out roles, responsibilities
and accountabilities for delivering and improving bus services and the
Department’s current aims for bus services.

Why buses are important, and to whom

1.2 Bus services, and wider local transport, influence the policy objectives of
two thirds of government departments (Figure 1). They:

° provide everyday mobility and reduce social exclusion, connecting people
to: work; education; shops; sport, leisure and entertainment; and friends
and family;

(] can protect the environment - a full bus emits less air pollution and
greenhouse gases than the same number of people travelling separately
in cars. By taking up a fraction of the road space, it also helps tackle
congestion; and

° deliver high value for money. The Department estimates that every £1 spent
on local bus improvement measures has delivered up to £5 in benefits,
including to health and employment.

1.3 Bus remains the most common form of public transport, comprising 56% of
all public transport journeys by those living in England outside London in 2018-19,
or an average 5.8 million passenger journeys per day. Together with cycling and
walking, bus travel is particularly suited to short journeys. In 2018-19, the average
bus journey was 2.7 miles in London, 3.5 miles in other English metropolitan
areas and 4.7 miles in more rural areas. However, the car is by far the most
common mode everywhere.
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1.4 Bus use is heavily concentrated in more built-up areas. In 2018-19, the
average number of bus journeys per person per year ranged from less than 10
in some counties and more rural areas, to around 150 in some more densely
populated areas including Nottingham and Brighton and Hove. Aimost 70%

of all passenger journeys on local bus services were made in a quarter of the
local authorities, with more than 40%o of bus journeys taken in the six combined
authorities that cover mainly metropolitan areas (Figure 2).

1.5 Some groups in society use buses more than others:

° Annual bus trips per person are highest for people aged from 17 to 20 and
those over 70.

° Women make more bus trips than men.

° Between 2014 and 2018, trips by local bus accounted for a higher
proportion of total trips made by people from ethnic groups other than
white or Asian people.®

° Those on the lowest household incomes take the highest number of bus
trips (Figure 3 on page 18). People who depend more on the bus to travel for
work tend to be lower paid, live in more deprived areas and are more likely to
turn down jobs because of transport issues than those on higher incomes,
who tend to use cars and trains more often.®

Passenger experience of bus services

1.6 Around 38% of people use a bus at least once a month and more

than half do so at least once a year. However, a substantial minority never do.
In 2019, a study by the RAC found that 35% of motorists said that they were
more dependent on car than in 2018 (14% - less dependent).” The RAC found
that more than half (57 %) of motorists surveyed agreed with the statement,

‘I would use my car less if public transport were better” and of this group the
most common reason for not using public transport was that fares were too
high (Figure 4 on page 19). In 2018 Transport Focus, the independent watchdog
representing passenger interests funded by the Department, identified cheap,
easy-to-understand fare deals and using technology to provide smart ticketing
and journey planning, as ways to improve user satisfaction and encourage bus
use among young people.

5 Department for Transport, Travel by distance, trips, type of transport and purpose, January 2020.

6 NatCen Social Research, Transport and inequality: An evidence review for the Department for Transport,
July 2019.

7 RAC, Report on Motoring 2019, October 2019.
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Figure 3
Local bus use in England by household income in 2019

In 2019, those with lowest household incomes made the most trips by local bus. Bus use among this
group has remained the highest since at least 2002 when records began

Average number of trips (per person per year)

80
70
60
50 53
40 39
30
27
15
20
23
10 20 18 -
13
0
Lowest real Second level Third level Fourth level Highest real
income level income level

Real household income quintile

B Other local bus

Bus in London

Notes

1 The Department for Transport defines a trip as a one-way course of travel with a single main purpose.

2 Number of trips is based on responses to the 2019 National Travel Survey, a household survey designed to
monitor trends in personal travel. Approximately 16,000 individuals in 7,000 households in England participate
in the survey each year.

Source: National Audit Office analysis of Department for Transport data based on the National Travel Survey
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Figure 4
Reasons for car-dependency, 2019

Reasons potential bus users gave for not getting out their cars

Fares are too high I Y
Doesn’t run often enough 41.3
Doesn' run when | need it o
Isn’'t close enough to where

) 38.4
I live or need to go
Doesn’t run on time 35.9
Services are too crowded
senvicesaretoosiow | TN
Too many cancellations
My personal safety is at risk m

0 10 20 30 40 50

Respondents (%)
Note
1 Fifty-seven per cent of motorists said they would be willing to use their cars less if public transport were better

and cited the above improvements.

Source: National Audit Office analysis of RAC Report on Motoring 2019 data

1.7 Survey data collected by Transport Focus shows wide variation in satisfaction
with bus services, particularly on value for money, journey time and punctuality
(Figure 5 overleaf).® Since national records began in 2007-08 bus punctuality
has never met the 95%o target set by the Traffic Commissioners, who licence and
regulate bus operators. Data are also incomplete. For frequent services (that is
to say those intended to arrive at least every 15 minutes and more than five times
an hour), the Department has 2018-19 data for only 25 of 88 local authorities,
including three of the six metropolitan combined authorities.® For non-frequent
services, the data are more complete, showing that the punctuality target was
achieved in only four of 67 local authorities where data were available (Figure 5).

8 Transport Focus, Bus passenger survey - Autumn 2019 report, March 2020.
9  Some local authorities may not have services falling into the “frequent” definition.
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Figure 5
Bus passenger satisfaction and bus punctuality, in England in 2019

Bus passenger satisfaction and punctuality showed significant variation across England

Fairly/very satisfied with: Lowest performing Highest performing London
local area local area

(%) (%) (%)
Overall journey 76 95 85
Value for money 50 77 80
(fare paying passengers)
Journey time 73 90 -
Punctuality 53 84 -

Bus punctuality of non-frequent services
B 95% to 100% (Target met)
90% to 94.9%
85% t0 89.9%
M 80% to 84.9%
B Less than 80%
No data

Notes

1 Transport Focus conducted its annual 2019 bus passenger survey in 31 local authority areas outside London.
The data covers all metropolitan areas and some non-metropolitan areas. Data are collected on a rotation basis

with a higher level of surveying in areas where local authorities and operators provide additional funding to
support a larger sample size. Transport for London collects data for London.

2 Frequent services are routes with more than 5 services an hour and no longer than a 15 minute waiting
time. The remaining non frequent services must leave a stop not more than one minute early and less than
six minutes late.

Source: National Audit Office based on Department for Transport and Transport Focus data
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How bus services are delivered

1.8 The Department and other parts of central government provide the
policy, legal and funding framework within which bus services are delivered.
Operators and local authorities determine where and when to run services and
whether to provide public funding for routes. Figure 6 on pages 22 and 23
summarises roles, funding, objectives and measures of performance for the
provision of bus services.

Bus operators

1.9 Under the deregulated bus market in England outside London, bus
operators decide when and where to run commercial bus services and set
fares (other than national and local concessionary schemes and participation
in local ticketing schemes). Of 885 million bus miles operated in 2019, 87%
were on commercial services, which derive revenue from passenger fares
(including publicly funded concessions). More than 500 companies operate
bus routes, from small, family-run businesses to multi-nationals, and five
local authority-owned municipal companies. The five largest operators by
market share of bus journeys are also current or former rail franchise holders,
and between them operate 80% of the market.” In 2015-16, 65 of 88 local
authorities had one main local operator that delivered 50% or more of

all journeys.

Local authorities

110 Local authorities determine local transport policies and objectives and

in 2018-19 decided how to spend £3.2 billion revenue and £4.6 billion capital
funding for local transport, across both roads and public transport. Where a route
is not commercially viable but the local authority considers it socially necessary,
it can choose to part-fund the service and tender for an operator - these are
supported bus services. Support may cover: all services on a route; services

at quiet times (for example weekend service); or part of a route (for example to
ensure service for a deprived area). Authorities may develop formal or informal
partnership agreements with bus operators, but only in London does the local
authority currently have powers in place to determine routes and fares. Under
the principles of devolution, local authorities are accountable to local people
for their choices about spending on local transport including buses, not to
central government.

10 Blackpool, Ipswich, Nottingham City, Reading and Warrington
11 The five main bus operators are Stagecoach, Go Ahead, First, Arriva and National Express.
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Figure 6
Roles and responsibilities for supporting and providing local bus services

Bus services are delivered through a collection of local markets, within a policy and funding framework
determined by central government

Organisation Relevant roles
Central Department for Transport (DfT) ® | egislative and regulatory framework, national policy and direction.
government ® Provide ad hoc capital funding for improvements.

Publish statistical data.

Ministry of Housing, Communities & Local ® Oversee financial sustainability of local authorities.
Government (MHCLG) ® Administer broader funding pots e.g. Transforming Cities Fund.

HM Treasury ® Set overall funding envelope for transport.

® Approve major capital funding decisions.

® Agree periodic local government funding settlement.
°

Make fiscal decisions on fuel duty and national concessions.

Other departments ® Administer some bus-related capital funding pots on behalf of DfT
(e.g. the clean bus technology fund).

Driver and Vehicle Standards Agency ® Provide punctuality guidance and operator compliance checks.
Investigate complaints about the running of local services.
Refer any failings discovered to Traffic Commissioners.

Transport Focus ® Measure user satisfaction through the bus passenger survey.
Represent passenger perspectives in partnerships.

Senior Traffic Commissioner ® |icence and regulate bus operators and register bus services.
Set operator bus punctuality targets.

Take enforcement action against operators in the form of fines or
removal of licences.

Local Local authorities (including the six main ® Prepare local transport plans.
authorities metropolitan Combined Authorities) ® Allocate funding to local transport including bus improvement measures.
® Put out supported services for competitive tender.
® Set local non-statutory concessions policy.
Passenger transport executives (PTE) ® Provide, plan and promote public transport in metropolitan areas.
or Combined Authorities where relevant
Traffic concession authorities (TCAs) ® Administer statutory and non-statutory travel concessions.
Bus Commercial operators running commercial ® Decide where to operate bus services and set fares accordingly.
operators and supported services ® Invest in infrastructure such as vehicles and garages.

Employ and train staff including engineers and drivers.

Voluntary and community transport providers ® Register, change or cancel bus services with traffic commissioners
and local authorities.

Source: National Audit Office analysis




Improving local bus services in England outside London Part One 23

Bus service delivery/funding responsibilities

Pay Bus Service Operators Grant to
operators based on rates set at fiscal
events and records submitted by operators.

Provide funding to local authorities
for concessionary travel schemes and
supported services.

Bus objectives

DfT objectives

For most of the period since

deregulation, DfT has publicly

stated an aim to increase bus use.

DfT’s 2019 high-level

objectives include:

® support the creation of a
stronger, cleaner, more
productive economy;

® help to connect people and
places, balancing investment

_ across the country; -——

® make journeys easier, modern
and reliable; and

® make sure transport is safe,
secure and sustainable.

Bus performance measures

Under “our performance”, DfT publishes % of
non-frequent bus services running on time
in England.

® Duty to identify and consider funding
socially necessary bus services.

® Duty to consider the needs of elderly and
disabled individuals.

No statutory duty to fund services.

Maintain the safety and usability of
local roads (including those on which
buses operate).

® Statutory duty to reimburse operators for
bus travel by older or disabled people.

® May provide discretionary concessions
(e.g. to those on apprenticeships).

® Ensure bus services they provide meet
accessibility standards.

® Provide concessionary journey details
to TCAs.

Locally determined.

For example, in the West Midlands, the PTE
sets itself an objective that the maximum
walking distance to a bus service in a
continuously built-up residential area should
be 400m at most times.

May agree local objectives as part of
operator-local authority partnerships.

® Required to provide data to support DfT’s bus
statistical data tables.

® Measures may be agreed at local level as part
of operator - authority partnerships.

® Collect bus punctuality data from operators and
provide to DfT.

Asked to complete DfT’s annual bus survey.

Monitored against traffic commissioner punctuality
targets and pay penalties for poor service.

® New open passenger data requirements come
into force over three years from January 2020.
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Performance against the Department’s objectives for bus use

1.11 Despite its lack of direct levers for change, the Department has stated an
aim, since before deregulation, to increase bus use and address the decline that
has continued since the 1950s. In some periods this has been expressed as a
formal Departmental objective, although this is currently not the case.’? In 2005
we concluded that government was unlikely to achieve bus growth in every
region, and was therefore unlikely to meet its underlying wider objectives to tackle
social exclusion, congestion and vehicle emissions. At that time the Committee of
Public Accounts recommended the Department provide stronger leadership and
do more to stimulate demand.™

112 At the time of deregulation in England almost three bus journeys took place
outside London for each one in London. By 2019, less than one bus journey took
place in England outside London for each one in London. Since deregulation
London has experienced an 89% increase in bus use, following the introduction
of additional services and the congestion charge, although it saw a decline more
recently. In total, between 2010-11 and 2018-19, passenger journeys in England
outside London fell in 65 of 88 local authorities. This fall represents 288 million
journeys (10%) compared with a 71 million fall in London (3%0) (Figure 7 on
pages 26 and 27). Over the same period, 70 of the 88 local authorities saw bus
use per person decrease and combined authorities saw the greatest falls per
person, ranging from 7% in Merseyside to 19%o in South Yorkshire. As well as a
shift to cars, in some metropolitan areas, the introduction of light rail has had an
impact on bus use.

1.13 However, in Bristol, passenger journeys increased 36% to 92 journeys per
person per year from 2010-11 to 2018-19. Here, partnership working between
local operators, local authorities and the Department led to a network of urban
and inter-urban corridors. Other areas seeing increases included Brighton and
Hove, and Oxfordshire (Figure 8 on page 28).

12 Including the cross-government Public Service Agreement target between 2000 and 2011, originally announced
in Transport 2010: The 10-year plan.

13 HC Committee of Public Accounts, Delivery Chain analysis of bus services, Forty-third Report of Session
2005-06, HC 851, May 2006.
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1.14 In May 2019, the Transport Select Committee reported on bus services,
and recommended a national bus strategy and a long-term funding package.'
In September 2019, the Department committed to produce a national bus
strategy and announced an interim bus funding package for 2020-21
(Appendix Four). In February 2020, the Prime Minister further announced

£5 billion over five years to “level up local transport connections throughout
the country, making everyday journeys easier, greener and more convenient”,
by improving bus services and cycle lanes in England outside London."

The announcement included a range of initiatives on bus services including

a commitment to 4,000 new zero emission buses.

115 The remaining parts of this report examine:
° the effectiveness of the revenue funding framework for buses;

° the effectiveness of government’s current approaches to improving bus
services; and

e theissues government needs to address to ensure it achieves its aims
for the future of buses in England.

14 HC Transport Committee, Bus services in England outside London, Ninth Report of Session 2017-2019,
HC 1425, May 2019.

15 Prime Minister’s Office, Major boost for bus services as PM outlines new vision for local transport,
Press release, February 2020.
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Figure 7
Passenger journeys on local bus services in England, since deregulation in 1986 to 2019

Passenger journeys by bus continued their long-term decline following deregulation, including a ten per cent fall since 2010-11

4 N N M
Oct 1986 Jan 1996 Mar 1999
The Transport Act Measures announced to lead to ”For too long the bus has
1985 aimed “to halt “‘more stable services, high quality been seen as a workhorse;
the decline that has accessible vehicles, convenient familiar, even friendly, but
afflicted the bus waiting areas, ticketing schemes, rather dull and unexciting.
industry for more good passenger information and | want to see it become
than 20 years” traffic measures designed to improve a thoroughbred”
Nicholas Ridley then bus performance John Prescott then
Transport Minister Steven Norris then Transport Minister Deputy Prime Minister
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Notes

1 From 1986-87 to 2018-19 annual bus passenger journeys in England fell by 5% from 4,500 million to 4,300 million.

2 Since the formation of Transport for London in 2000, passenger journeys in London increased by more than 75% from 1,300 million in
2000-01 to 2,400 millionin 2013-14. Since then they declined slightly to 2,200 million in 2018-19.

The six metropolitan areas in England are: Greater Manchester, Merseyside, South Yorkshire, Tyne and Wear, West Midlands and West Yorkshire.
The methodology for estimating bus journeys changed in 2004-05.

In English regions outside London actual bus passenger journey numbers increased from 1986-87 to 2018-19 in the South East (7 %)
and South West (5%). In every other region bus passenger journey numbers fell with the heaviest falls in the North East (58%),
North West (46%), and Yorkshire and Humber (55%b).

Source: National Audit Office analysis of Department for Transport data
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Figure 8

Change in the number of passenger journeys per person, per year on local
bus services between 2010-11 and 2018-19, by local authority, in England
outside London

Between 2010-11 and 2018-19, passenger journeys per person per year fell in 70 out of 88 local
authorities, of which 24 saw a decrease of more than 10 journeys per person per year

Change in the number of bus journeys

per person

B Decrease between 20.1 and 30

W Decrease between 10.1 and 20
Decrease between 0.1 and 10
Increase between 0.1 and 10

M Increase between 10.1 and 20

Increase between 20.1 and 30
B Increase between 30.1 and 40

Data not included

Notes
1 Bus journey figures are provided to the Department for Transport by bus operators.

2 There are 88 local authorities in England outside London (Combined Authorities in the six main metropolitan
areas are each treated as one local authority).

3 During the period local light rail services expanded in some areas, including Nottingham and Greater Manchester.

Source: National Audit Office analysis of Department for Transport data
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Part Two

Revenue funding for bus services

21 Deregulation means that government relies on the market to provide
the majority of bus services. Public money has always supported the system,
reflecting government’s acceptance that the market alone cannot provide
affordable bus services at all times and in all places. This part examines the
effectiveness of the revenue funding model for local bus services, including:

° the elements that make up the revenue funding model to operators;
° central government subsidy - the Bus Service Operators Grant; and
° local authority support for bus services.

It also summarises recent funding changes resulting from the COVID-19 pandemic.

The elements of revenue funding for bus service operators

2.2 In 2018-19, bus operators received £3.4 billion in revenue from bus services
across England outside London. Of this, fare-paying passengers generated 59%
(53% in 2010-11). The remaining 41% was public money including:

e the Bus Service Operators Grant, a subsidy paid by the Department for
Transport (the Department) to operators (Figure 9 overleaf);

° local authority funding for supported services; and
° reimbursement for statutory and discretionary concessionary travel.

The Department estimates that the bus sector as a whole made a median
profitability of 8.5%, before the cost of investment in buses, in 2017-18,

the most recent year it has assessed. In December 2011, the Competition
Commission concluded that industry profitability should be 8.5% to 11%.
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Figure 9
Net government revenue spending on local bus services in England outside London, 2018-19

Bus services are delivered by operators who receive their operating cashflow from a range of different sources

Gross operating revenue Of which, net government support
London £2.02 billion £0.8 billion
England outside London £3.44 billion* £1.27 billion
Total (Whole of England) £5.46 billion £2.07 billion

*

Includes £2.04 billion of revenue generated through fare paying passengers and excludes
£129 million of revenue retained by local authorities on tendered services.

HM Treasury

£248m!1 Annual funding to support local government?

v

4[ Department for Transport } Ministry of Housing, Communities
& Local Government

|
|
|
!
|
|
|
|
|
|
|
|
|
£43ms Local government settlement3 ‘ :
|
|
|
|
|
|
|
!
|
|
|
!
|
|

Locally ¢
raised . £762m7 . -
—» 88 local authorities » Travel concession authorities
or other
fundss
£43mé £264m7 £762m8
vy
£205m4 ( Duties, taxes and other charges®
»| Busoperators |----------------------~--=-- .
O Central government Local government O Bus operators
1 Total value of the Bus Service Operators Grant (BSOG) paid from 5 Locally raised funds, or bids into grant funding for specific
HM Treasury to the Department for Transport. initiatives to support bus services, for example developer

. tributi king levies.
2 Principally composed of local government DEL. contributions or parking fevies

B id t t ia local authorities.
3 Thisis funding for all local services provided by a local authority. SOG paid to operators via local authorities

Local transport is not ringfenced meaning no specific funding is
allocated and it is up to individual local authorities to decide how
much support to provide for bus services.

Funding from local authorities for supported bus services.

Concessions reimbursement for operators.

© 0 N o

Includes taxes on fuel duty, employer payroll taxes and

4 BSOG paid directly to operators from the Department .
corporation tax.

for Transport.

Notes
1 Figures may not sum due to rounding.
2 Locally raised funds are generated primarily through local council taxes and business rates that are not sent to HM Treasury.

3 The Department for Transport also provides ad hoc capital funding for local bus services (not shown in figure above). These funds are usually
allocated through bidding processes (see paragraphs 3.12 to 3.16).

4 The funding flows do not reflect how funding works in London where bus services are franchised.

Source: National Audit Office analysis of Department for Transport data
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2.3 Congestion means operators need to put on more buses to maintain
frequency. Combined with falling bus use, this puts pressure on operator profit,
which in turn leads to fare increases, contributing to falling bus use in a vicious
cycle. Other pressures can include increases in fuel and wage costs and investing
in new vehicles to meet modern emission and accessibility standards. Between
2010-11 and 2018-19, as fare-paying passenger journeys fell 6%, total estimated
operator revenue fell by 11% (net of concessions and concessionary journeys)
and fares increased by an average 18% in real terms.

2.4 Bus fares rose faster than regional rail fares, and fastest in English
metropolitan areas - a 94% real increase since 1995 (Figure 10 overleaf).

The relative cost of fares and motoring fuel is one factor affecting bus use,

for those who have the choice to drive. The Department has also noted that new
regulatory costs, such as charges when entering Clean Air Zones, are further
increasing pressure on the large number of small-medium sized operators that
make up 20% of the bus market. Because these operators lack economies of
scale they typically operate at lower profit margins resulting in them running
older less fuel-efficient vehicles, which are costly to retrofit.

2.5 Atthe same time, net government revenue spending on bus travel in
England outside London fell 26% from £1.7 billion in 2010-11 to £1.3 billion
(Figure 11 on page 33). Excluding the cost of concessions, the overall fall was
largest in non-metropolitan areas (41%) compared with metropolitan areas
(23%0). Across England outside London, some 24%o of bus operators’ income
now comes from government subsidy and support, compared with 31% in
2010-11."8 The following sections examine the elements of that funding.

Central government subsidy - Bus Service Operators Grant

2.6 In contrast to rail and aviation operators, bus operators pay duty on fuel."”
The Bus Service Operators Grant (BSOG) is a subsidy paid in advance by the
Department to operators of eligible bus services and community transport
organisations to recover part of that duty. Its aim is to benefit passengers

by helping operators keep fares down and run services that might otherwise
be unprofitable.”® In 2018-19, the Department spent £248 million on BSOG,
31% less than in 2010-11. The fall was mainly caused by the Department
reducing the rate of subsidy and the reduction in mileage travelled.®

16 This percentage will vary by individual operator.

17 HC Transport Committee, Bus services in England outside London, Ninth Report of Session 2017-2019,
HC 1425, May 2019.

18 Department for Transport, Bus Service Operators Grant: guidance for commercial transport operators,
September 2019.

19 A small proportion of BSOG goes directly to local authorities for supported services.
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Figure 10
Local bus fare index (in constant prices) in England, by metropolitan area status, from 1995 to 2019

Since records began in 1995, bus fares increased at a rate higher than inflation, and motor vehicle running costs
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Notes
1 Department for Transport data on fares are available from 1995 only.

2 Figures are rebased to 1995.

3 Noindex is available for motor vehicle running costs in 2019. The motoring index includes purchase of a vehicle, maintenance,
petrol and oil and insurance.

Regional rail fares index increased from 100 to 121 from 1995 to 2018 - no index is available for 2019.

The six metropolitan areas in England are: Greater Manchester, Merseyside, South Yorkshire, Tyne and Wear, West Midlands and
West Yorkshire.

6 London includes Greater London consisting 32 boroughs surrounding the city of London.

Source: National Audit Office analysis of Department for Transport data
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Figure 11
Net government revenue spending on bus services in England outside London between
2010-11and 2018-19

Net government revenue spending on bus services fell by 26% between 2010-11 and 2018-19. Excluding the cost of concessions,
the fall was 35% to £512 million

Net government support for local bus services (£m)
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Figures are adjusted for inflation.
As a comparator, net government support for bus services in London fell 19% during the period in real terms (not shown in figure above).
In England outside London overall government bus funding support had increased in real terms each year from 1997-98 to 2010-11.

Graphic includes national subsidy (BSOG), local support and concessions. Subsidy funding comprises: BSOG funding paid to bus operators
either directly or through local authorities and funded by the Department for Transport. Local support is paid to operators by local authorities.

In 2018-19, local authorities spent more than £650 million on the statutory English national concessionary travel scheme. The remainder of
concessions spending is on discretionary local schemes such as for students or apprentices (see Figure 6).

ource: National Audit Office analysis of Department for Transport data
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2.7 Operators told us that with their margins at risk of becoming unsustainable,
BSOG is important for them to remain in business - this view is supported by
industry experts. However, BSOG is not linked to the level of need, number

of passengers, or performance of services and could act as a disincentive

for operators to switch to electric buses.?2° Payment in advance means the
Department carries a risk should a large provider go into liquidation.

2.8 BSOG was last reformed in 2013 by:?!
° creating a new local government fund - Better bus areas;
e  tightening rules on which bus services can claim BSOG; and

° devolving to Transport for London (TfL) and the Greater London Authority
BSOG paid to bus operators under contract to TfL in London.2?

2.9 The Department recognises the risks and limitations of the existing BSOG
system and agrees with stakeholders that in its current form the subsidy is
outdated. It has already tried including within the BSOG model incentives

for operators to move to lower emission vehicles and improve ticketing and
vehicle location technology. Its approach to encouraging a shift to electric
buses is based on capital grants rather than subsidy. The Department has
been discussing reforming BSOG for several years, and in September 2019
committed again to do so.23

Local authority revenue support for buses, 2010-11 to 2018-19

210 In 2018-19, the Department estimated local authorities spent £264 million
to support bus services, resulting in around 170 million journeys on routes which
would otherwise not run. However, this compares with a spend of £425 million

in 2010-11, a real terms fall of 38%. This is in line with a wider reduction of
around 40% in total local transport spending and is similar to reductions in locall
government spending on other non-statutory services. Supported local services
are essential to those who rely on them but are expensive to tender and often
generate little revenue to offset against the costs. In 2016, the Department
concluded that tendered bus services provide between £2 and £2.50 of
benefits for every £1 of local authority spend.2*

20 Operators of vehicles that hold a low carbon emission certificate may be eligible for an additional incentive
payment of 6p/km.

21 Department for Transport, Bus Service Operators Grant (BSOG) reforms, Written statement to Parliament,
July 2013.

22 In 2018-19, the administration of BSOG for commercial services operated within the Transport for Greater
Manchester boundary was also devolved.

23 Department for Transport, A better deal for bus users, September 2019.

24 Department for Transport, Value for Money of Tendered Bus Services, Moving Britain Ahead, February 2016.
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211 Of 85 local authorities that were operational in both years, 72 reduced
spending on supported bus services in real-terms.2® In 2018-19, 14 local
authorities provided no funding for supported services, compared to four in
2010-11. On average, funding fell most in non-metropolitan areas, such as
rural shire counties (Figure 12 on pages 36 and 37).

212 The reduction in funding for supported services has led to the loss

and curtailment of routes, but the Department does not collect data on how
many, or the impact on passengers. The Campaign for Better Transport has
estimated that, since 2010-11, 3,000 bus routes have been reduced, altered or
withdrawn.26 Total miles travelled on supported services fell more than 50%
from 243 million miles in 2010-11 to 112 million miles in 2018-19, faster than
on commercial services, with the biggest reduction in non-metropolitan areas.
The Department reported passenger journeys on supported services fell by
31% between 2011-12 and 2017-18, but has since stopped collecting the data
as it was unreliable. In some areas, for example Oxfordshire, we saw examples
of community transport stepping in to replace lost services. The Department
does not collect data on all community transport.

Local authority funding context

213 The Department told us that, in line with wider Government policy, it has
been mindful of the need to reduce reporting burdens on local authorities and
has therefore taken a light-touch approach to gathering information on the
financial sustainability of local bus services, given this is an area of devolved
spending. During our work, which primarily took place before the COVID-19 crisis,
we observed that while the Department collected a lot of data on buses, it did not
routinely bring data together to monitor how government interventions impacted
sustainability across the bus system. As we have previously reported localism
gives local authorities greater control over spending decisions, but consequently
means those departments with responsibility for local services may have

less oversight.?”

25 The number of operational local authorities reduced from 96 to 85 between 2010-11 and 2018-19. This was
due to local government reorganisation where previously separate local authorities were merged or joined with
combined authorities.

26 Campaign for Better Transport, Future of the bus: future funding arrangements, October 2019.

27 Comptroller and Auditor General, Local government funding: Assurance to Parliament, Session 2014-15,

HC 174, National Audit Office, June 2014.
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Figure 12

Funding reductions, in real terms, for supported local bus services in local authorities
in England outside London, between 2010-11and 2018-19

Of the 72 local authorities which reduced support for local bus services between 2010-11 and 2018-19, 42 made funding

reductions of over 50%
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13 Hampshire

14 Norfolk

15 Nottinghamshire
16 Derbyshire

17 Lincolnshire
18 Lancashire

19 Worcestershire
20 Warwickshire*
21 Hertforadshire
22 Suffolk

23
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32

Local authority

Cambridgeshire
Somerset

Shropshire
Leicestershire

East Riding of Yorkshire
West Sussex

Bristol, City of

East Sussex

Cheshire West
and Chester

Surrey

1 Data are based on estimated net support paid by central and local government for local bus services.
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Staffordshire
Oxfordshire
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Brighton and Hove
Central Bedfordshire*®
South Gloucestershire
Nottingham™

Medway
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East Somerset

North Lincolnshire*

** No change in funding between 2010-11 and 2018-19

2 In this period, of the 85 operational local authorities in England outside London: 72 local authorities saw funding to support bus services
decrease, 12 local authorities saw an increase and one local authority’s funding was unchanged.

Source: National Audit Office analysis of Department for Transport data
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2.14 The Department relies on the Ministry of Housing, Communities and
Local Government (MHCLG) for assurance on the overall financial health and
accountability of local authorities. However, we have previously reported that
MHCLG has focused its attention on its priority areas such as social care,
rather than on understanding the impact of funding reductions across local
authority services as a whole, including transport. The Committee of Public
Accounts reported in July 2018 that while there had been improvements in its
oversight, MHCLG had insufficient data to assess the impact of local authority
funding reductions on service users in areas such as transport.2# MHCLG had
originally planned to announce a new local government funding formula in 2020-21,
but has since announced that this will not go ahead and it will consider the way
forward in the Spending Review.

2.15 In addition to their central government grant funding, local authorities
can generate funds to support and improve bus services from local taxes and
duties. In the City of Nottingham, a workplace parking levy helps fund public
transport (Appendix Three). Approaches such as this rely on local political
support. Authorities may also leverage funds from developers of new housing,
but we found their capability in securing and using developer contributions
was highly variable.2®

2.16 Local authorities across England report an additional funding pressure
within their transport budgets caused by the statutory duty to reimburse
operators for free travel by older and disabled people. These statutory
concessions, which cost local authorities more than £650 million in 2018-19,
are akin to a locally delivered national benefit, which local authorities must pay
for from their non-ringfenced funding.

217 In 2018-19 more than 28% of bus journeys in England outside London
were on statutory concessions,?® and when combined with a smaller element
of non-statutory free travel, this accounted for 22% of operator revenue.
Concessions spending now forms a larger proportion of the total that local
authorities spend in relation to bus travel (Figure 11). However, the Department
does not know how this impacts on the choices local authorities make about
spending on supported services or working with operators on improvements.
In March 2019, the Transport Select Committee recommended the government
review how concessionary bus travel is financed. The government disagreed,
taking the view that this should be looked at in the round as part of MHCLG’s
wider review of local government needs and resources.®'

28 HC Committee of Public Accounts, Financial sustainability of local authorities, Fiftieth report of Session
2017-2019, HC 970, July 2018.

29 Comptroller and Auditor General, Ministry of Housing, Communities & Local Government, Planning for new
homes, Session 2017-2019, HC 1923, National Audit Office, February 2019.

30 Department for Transport published data set BUS0105.

31 HC Transport Committee, Bus services in England outside London, Ninth Report of Session 2017-2019,
HC 1425, May 2019. HM Government, Bus services in England outside London: Government’s response to
the Committee’s Ninth Report of Session 2017-19, October 2019.
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COVID-19 and bus funding

2.18 The government provided urgent support for the bus sector in response to
the COVID-19 pandemic. The Department paused or redirected £70 million of the
£220 million funding announced for buses in 2020-21 to emergency support, and
allowed local authorities to use a further £30 million to ensure existing services
could be safeguarded. In April 2020, government agreed a rescue package to
keep buses in England outside London running during the pandemic for those
who needed them, such as key workers. It included a 12-week ‘Covid-19 Bus
Services Support Grant’ totalling £167 million paid to operators. The Department
required operators to “maintain necessary services” at a level sufficient to

meet the reduced demand and allow space between passengers on board.

The Department subsequently announced two further support grant packages
encouraging operators to run up to 100% of scheduled commercial mileage.
The second package, which totalled £254million, ran from 12 May to 3 August.
The third, running on a rolling basis from 4 August, provided £27.3 million per
week in support. The Department also agreed to continue paying existing BSOG
to operators as normal, even though fuel consumption was reduced.
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Part Three

The Department’s approach to improving
bus services

3.1 This part examines the effectiveness of central government’s current
approach to improving bus services. It covers:

° what evidence the Department for Transport (the Department) has about
how best to improve bus services;

° support for partnership working between local authorities and operators;
° capital funding for improvements; and

° improving bus information for passengers.

What works in improving bus services

3.2 There is good evidence on what works in improving and increasing
commercially viable bus services: long-term locally led interventions with

wide support, particularly those which target congestion, improve speed and
reliability, and hence make more routes profitable to run. This reduces the need
for local authority support, freeing up funding for further improvements or other
purposes. Work commissioned by the Urban Transport Group in 2019 identified
six conditions for ‘good bus territory’ and used these to estimate the potential for
improvement in specific parts of the country, with a view to targeting government
support.®2 The key challenges are different in urban areas and more rural or
town-fringe areas.

32 Urban Transport Group, What scope for boosting bus use? An analysis of the intrinsic bus potential of local
authority areas in England, October 2019.
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3.3 Tackling congestion is key to the success of urban bus services

(Figure 13 overleaf). In November 2009, the Cabinet Office estimated the cost

of congestion to the urban economy at £11 billion per year, before including

the costs of poor air quality, ill-health and road accidents.3® A 2016 report for
Greener Journeys concluded that “the potential benefit of the bus is stifled by
traffic congestion” and that each 10% decrease in bus speed reduces patronage
by at least 10%.3* Some urban areas (for example Nottingham City and the West
Midlands) have made progress with bus priority lanes. Another example which
also demonstrates the importance of long-term local leadership is from outside
England - Belfast’s ‘Glider’ bus service (Appendix Three). In September 2019,
the Department announced it will provide capital funding only for road
improvements where bus prioritisation measures are included, unless local
authorities can explain why their inclusion is not necessary or appropriate.3®

3.4 |Inrural areas and at the fringes of towns and cities, sustaining commercial
bus routes is more difficult, and local authorities have historically supported
services (Figure 14 on page 43). ‘Demand-responsive’ services, where passengers
request a pick-up and drop-off by minibus via phone or app, although not a new
concept, are now being trialled as a more cost-effective means of maintaining

a service for people where there is low demand. Lincolnshire has seen success
with this approach (Appendix Three).

The Department’s interventions to improve bus services

3.5 In 2018, the Department set out two actions in support of improving bus
services: to implement the Bus Services Act 2017 (the 2017 Act), and to “open up
data from the bus sector”. It also continues to provide a range of capital funding
pots for local government. The following paragraphs examine these approaches.

33 Cabinet Office Strategy Unit, An analysis of urban transport, November 2009.
34 Greener Journeys, The impact of congestion on bus passengers, June 2016.
35 Department for Transport, A better deal for bus users, September 2019.
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Figure 13
Challenges inimproving local bus services — high frequency urban services

In built-up areas, congestion is a key barrier to success for bus
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Figure 14
Challenges inimproving local bus services - low frequency rural and sub-urban services
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Encouraging local authority—operator partnerships

3.6 Relationships between authorities and operators vary and there are
some well-established informal, voluntary partnerships, for example in the
West Midlands (Appendix Three). To improve partnership working across the
country, the Department introduced the 2017 Act which aimed to:

. strengthen arrangements for local authority-operator partnership working,
introducing new Advanced Quality and Enhanced Partnership Schemes;

e introduce bus franchising powers to replace Quality Contract Schemes.
Franchising powers, similar to those in London, are only available
automatically to mayoral combined authorities.3¢ Other authorities can
request franchising powers, but need the consent of the Secretary of
State and secondary legislation to obtain them and must demonstrate
their capability to deliver (Figure 15).%7

Quality Contract Schemes had been introduced under the 2000 Transport Act and
provided legal powers to decide on prices and routes. However, local authorities
found it difficult to meet the scheme requirements and it took 15 years for the first
and only application to be made, which did not proceed. The Quality Contracts
Scheme Board formed the opinion that it had not been demonstrated that the
proposal met the criteria of affordability, value for money and other requirements.

3.7 The Department’s guidance to local authorities emphasises that it is
for authorities to work with operators to decide which arrangements will
best improve local services, and underlines the importance of: good local
authority-operator relationships; consensus on what needs to be done; and
trust that partners will deliver “their part of the bargain”

3.8 It was not until April 2020 that the first Enhanced Bus Partnership

using the 2017 Act was agreed between Hertfordshire County Council and
more than 20 local bus operators. Under the Partnership they will work more
closely together aiming to improve services and infrastructure in the county.
Transport for West Midlands has developed plans for an Enhanced Partnership
as part of its strategic vision for bus, and began a consultation in June 2020.
Franchising is a more ambitious approach, involving local authorities taking on
some of the financial risks and rewards of running local bus services and allowing
them to set route frequencies and running hours of bus services, subject to
conditions. Currently, Greater Manchester Combined Authority has made the
most progress in considering whether to introduce franchising and following the
requirements of the 2017 Act. It recently consulted on a proposed franchising
scheme for the entire Greater Manchester area. In June 2020 the combined
authority noted the findings of the consultation and it is awaiting a report on

the potential impact of the COVID-19 pandemic.

36 Greater Manchester; Liverpool city region; Sheffield city region; West Midlands; North of Tyne; West of England;
and Tees Valley.
37 Except North of Tyne region combined authority which is not responsible for local transport.
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Figure 15
Aspects of different local authority-operator partnership arrangements
under the Bus Services Act 2017

The 2017 Act introduced two new types of partnership as well as the option of franchising
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Source: Bus Services Act 2017, Department for Transport

3.9 The Department acknowledges that progress implementing the 2017
Act is slower to date than expected and has been working to understand the
reasons. The Department believes the 2017 Act has encouraged informal
partnerships, although their informal nature has meant it is unable to obtain
reliable data on their extent, including on any local service improvements
being achieved. However, at the same time, previous partnership working
arrangements are likely to have declined as local authorities have reprioritised
spending and reduced the size of transport planning teams. For example,

in Oxfordshire a Quality Partnership led to service improvements in 2011.
The local authority told us that subsequent funding cuts prevented it building
on these, and the partnership lost impetus. In 2020, it set up a Strategic Bus
Board with experienced members from across the council and is actively
engaged with local operators to reinvigorate partnership working.
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Open bus data - improving passenger information

3.10 In 2005 we reported that since operators are not formally accountable for
the reliability and punctuality of bus services to local people, there was scope to
make the market more effective by making performance information more readily
available and transparent to local communities.®® The Department has recognised
for some time that improved passenger information is an important mechanism

to encourage bus use, as outside London many timetables or fares are only
available at bus stops or on buses.

3.11 Under the 2017 Act, the Department has created a prototype Bus

Open Data Service which aims to provide national fare and journey times.3°

By 31 December 2020, operators should have provided bus timetable data;

by 7 January 2021 they should provide vehicle location, basic fares and tickets
data; and by 7 January 2023, all fares and ticket data. The Department has
recognised concerns we heard from smaller operators about potential costs of
complying with the open data requirements. It has provided free data creation
tools and data hosting and plans further support; it is too early to assess the
level of compliance or quality of data or whether these measures will stimulate
demand and increase the beneficial effects of competition for users.

Capital funding for bus improvements

3.12 One of the Department’s main levers for influence at local level is its provision
of short-term capital funding pots to fund specific improvements, usually on

the basis of competitive bidding by local authorities. In the longer term, capital
projects to address congestion or reduce emissions can also contribute to
reducing operators’ costs. Some funds are bus-specific, for example to enable
local authorities and operators to invest in zero emission vehicles, or infrastructure
such as bus shelters, bus lanes and digital information. The largest funding pots
have been aimed at integrated local transport improvement schemes, not just
buses, and include the £2.5 billion Transforming Cities Fund. Relevant capital
funding announcements since 2010-11 include £586 million (the Department’s
contribution) for bus rapid transit and other local transport schemes and a number
of funding pots ranging from £7 million*® to £600 million for greener buses and
other sustainable transport. However, the Department does not keep a central
record of the total capital funding it allocated to or actually spent on buses.

3.13 The Department aims to carry out evaluations on all the bus capital
schemes it funds. The available evaluations suggest the schemes have
achieved positive benefit-cost ratios, from £1.80 to £5.10 on average for

each £1 invested, depending on the programme, not including wider benefits.
We have not examined specific capital funding pots and specific improvements
to infrastructure or vehicles in detail in this report, as our focus was on the
arrangements for funding and delivery of services.

38 Comptroller and Auditor General, Delivery Chain Analysis for Bus Services in England, Session 2005-06,
HC 677, National Audit Office and Audit Commission, December 2005.

39 Department for Transport, Bus Open Data Service Collection, January 2020.

40 Local Sustainable Transport Fund.
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3.14 Targeted, competitive funding pots give local authorities access to
additional funding to pilot riskier projects or innovations. The Department works
actively with local authorities to develop initial bids and monitor project delivery
in complex or risky projects, but as we reported in 2011, it is not clear to us
whether the Department has a systematic process for selecting projects for
more careful monitoring.*!

3.15 Despite this funding, pressures on local authorities’ general un-ringfenced
capital funding have seen the amount they spend on public transport capital
improvements fall by 87% between 2010-11 and 2018-19. The Department is
concerned about local authority transport planning capability to access funding
where there is need. Local authorities report that time-limited central government
funding pots for specific projects are not always helpful, for several reasons:

° The cost and time investment in preparing bids. While the Department may
have a specific policy objective at a certain time, high-quality proposals to
improve local bus services are not always ready to present ‘off the shelf’.
They often need long-term planning to succeed and sustain because they
depend on other parts of an integrated local transport policy, such as
congestion measures and town planning, and on investment by the bus
operator. The resources required to bid for, report on and account for
competitive funding can be too great for smaller authorities.

e  Reduced flexibility. The use of competitive capital pots gives the Department
a higher degree of assurance over how the funding is used. But it can
restrict local authorities’ flexibility in terms of when they use it or how they
combine it with other sources of funding such as developer contributions.

° Disconnect from revenue funding. The Department’s provision of ad hoc
capital funding pots comes against a background of wider pressure on local
authorities’ non-ringfenced revenue funding. There is a risk that authorities
are unable to allocate revenue funding to maintain the capital improvements,
and hence sustain the benefits.

3.16 In 2018 we cautioned that the whole local authority funding landscape was
increasingly characterised by one-off and short-term initiatives - which undermines
strategic planning and creates risks to value for money.*? The Department does not
have cumulative data on which authorities have bid for and obtained bus capital
funding, but it recognises their concerns. It is seeking to learn from experience

in working with the Ministry of Housing, Communities and Local Government on
that department’s Housing Infrastructure Fund.

41 National Audit Office, Department for Transport: Local Authority Major Capital Schemes, May 2011.
42 Comptroller and Auditor General, Financial sustainability of local authorities 2018, Session 2017-2019, HC 834,
National Audit Office, March 2018.



48 Part Four Improving local bus services in England outside London

Part Four

What government needs to get right

41 The Department for Transport’s (the Department’s) bus strategy has

been delayed by the COVID-19 pandemic and the need to switch attention and
resources to urgent response measures. The response to the pandemic also
meant that government needed to shift from an objective of increasing bus use,
to advising people in the short-term not to use the bus, except for essential
travel. Anecdotal evidence suggests that some people may consider a more
permanent switch to other modes of transport, such as car or bike, or travel
less. However, bus travel will remain the primary and essential mode of daily
transport for many others, especially the most disadvantaged.

4.2 The Department plans to publish its bus strategy by the end of 2020.
This part sets out our analysis of weaknesses government needs to address

to succeed in the long-term, including: supporting local authorities to deliver;
working across government; and lessons from our previous work on the factors
that departments need to address when attempting to drive strategic change
in a complex devolved sector.

Supporting local government capability

4.3 The Department believes a key reason for the slow pace of improvement in
bus services is diminished capability and capacity in local authorities’ transport
planning teams. Our case study visits supported this view. Reductions in capability
have been greatest in county councils. One council told us that a reduced transport
planning team had contributed to the loss of previously strong relationships with
the local operators, which it was working to recover. The Association of Transport
Co-ordinating Officers, which brings together specialist transport officers at
working level from across local authorities, it told us it has seen a gradual erosion
in membership and sponsorship, including from local authorities, reducing
opportunities for local transport planning officials to share knowledge, provide
support and build skills.
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4.4 At the same time the Department’s oversight and support for local transport
planning has reduced. In 2005, we said the Department had strengthened its
review of Local Transport Plans,*® and was challenging local authorities to set
their own targets for growth in bus use. However, in 2012, we reported that the
Department had stopped reviewing Local Transport Plans and no longer linked
its funding formulae to the quality of these plans.44 In December 2018, we found
only 44%o of wider Local Plans (of which Local Transport Plans would be part)
were up to date, and 14%b of authorities had no plan at all.#® The Department is
concerned about local transport planning capability. It has a network of contacts
in cities, engaging regularly with the Urban Transport Group. However, despite
links with the Association of Directors of Environment, Economy, Planning

and Transport, it has less contact with towns and rural areas where transport
planning capability is weakest.

Working across government

4.5 The Department has signalled a significant policy change to prioritise buses
over cars, and shift more journeys to public transport.*® Achieving this outcome
will involve influencing people’s travel choices in multiple ways, through joined-up
working across government. HM Treasury has committed to making a stronger
link between funding and outcomes in the Spending Review, including a Shared
Outcomes Fund to encourage departments to work together where resources
applied by one department can lead to benefits in another policy area.4” There are
opportunities for the Department to expand its work, for example, with:

e the Department for Environment, Food & Rural Affairs (Defra) and local
authorities on prioritising the bus to improve air quality, building on the
work of the Joint Air Quality Unit. We note that some local authorities are
setting ambitious targets to tackle illegal levels of air pollution contributing
to 40,000 premature UK deaths each year, but different solutions are
being developed according to local circumstances, rather than as part of a
national effort to prioritise buses. This could cause uncertainty and increase
costs for operators and bus manufacturers operating across the country;

° HM Treasury on legal and fiscal incentives for greener buses; and

e  The Ministry of Housing, Communities and Local Government (MHCLG)
on integrating and incentivising bus travel into new home building, where
there is clear evidence of failure to meet good practice (Figure 16 on
pages 50 and 51).

43 Local Transport Plans set out local objectives for transport in the context of government guidance.

44 Comptroller and Auditor General, Funding for local transport: an overview, Session 2012-13, HC 629,
National Audit Office, October 2012.

45 Comptroller and Auditor General, Planning for new homes, Session 2017-2019, HC 1923, National Audit Office,
February 2019.

46 Department for Transport, Decarbonising Transport - Setting the Challenge, March 2020.

47 Comptroller and Auditor General, Improving government’s planning and spending framework, Session 2017-2019,
HC 1679, National Audit Office, November 2018.
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Figure 16
New housing and buses

The current system does not support mode shift to bus and locks people into travelling by car
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® Government aims to build 300,000 net additional homes per year from mid-2020.1

e “To create new homes and places for people to live, the supporting infrastructure such as public and private transport,
healthcare and schools must be in place.2

e “The way infrastructure is funded is complex, involves several government departments and private developers and
lacks cohesion and certainty”®
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Notes

1 Ministry of Housing, Communities & Local Government, Single Departmental Plan, June 2019.

2 HC Committee of Public Accounts, Planning and the broken housing market, HC 1744, June 2019.

3  Comptroller and Auditor General, Planning for new homes, National Audit Office, HC 1923, February 2019.

4 Homes England, Garden communities, June 2019.

5 Transport for new homes and Foundation for integrated transport, Transport for new homes, July 2018.

6  Ministry of Housing, Communities & Local government - National planning policy framework, February 2019.

7 Local authority officials interviewed during case study visits to Oxfordshire, Lincolnshire and Nottingham.

8 Section 106 are legal agreements between local authorities and developers which can provide seed funding for bus services
as well as other local needs such as developing public open space. The government has proposed reforming the Section 106
approach in its August 2020 White Paper, Planning for the Future.

9 Stagecoach guidance, Bus services and new residential developments, July 2017.

10 Chartered Institution of Highways and Transportation, Buses in urban developments, 2018.

Source: National Audit Office analysis based on sources above
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We found local planning officials struggle to realise government’s planning aims

Government’s national planning policy framework® What local planning officials told us?

e Transport issues should be considered ® “Section 106 agreements are nailed down at the start of
from the earliest-stages of plan making the development, before planners have time to create a
and development proposals. comprehensive plan for transport infrastructure and landscape”.

e “Planning team understaffed with one person dealing with
50 new developments”

o Opportunities to promote walking, cycling and e “Developers do not have to input transport services through
public transport use are identified and pursued. section 106 until the 200th house is built. Services need to
be in place from day one to encourage bus use”

e Patterns of movement, streets, parking and e “New developments often do not provide enough road space
other transport considerations are integral for buses to provide services”.
to the design of schemes, and contribute
to making high quality places.

Opportunities for progress

Place based approaches (for example the Department’s and MHCLG’s Transforming Cities Fund (paragraph 3.12) aim to
develop a package of schemes to meet wider objectives including unlocking housing.

In addition, stakeholders have identified how clearer planning regulations could support a bus culture:

® Bus operator Stagecoach developed guidance for housing developers. It includes details of width of carriageway
(1.8 metres) needed to provide bus access.

e The Chartered Institution of Highways & Transportation highlighted a need to include direct and pleasant walking
routes to bus stops to encourage use.
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Leading strategic change - the role of the Department

4.6 The Department has an experienced but small bus policy team. It began
discussions with both HM Treasury and MHCLG about future bus funding,

and wider stakeholder engagement, in late 2019. The COVID-19 pandemic
meant the Department extending the timetable for the Strategy and limited

the opportunity for stakeholder engagement in spring 2020. However, the
Department told us that during the pandemic it has been able to work more
closely with local authorities and operators to develop and use new information
to understand areas of critical need and target support. Our observations and
previous work across government highlight lessons the Department can learn
from in leading change (Figure 17 on pages 52 to 56).

Figure 17

Success factors to support the Department’s bus strategy

Our previous work provides lessons on delivering a successful strategic approach in a complex, devolved system

A shared vision
for the system to
work towards

Why important

To give local authorities and
operators a basis to plan and
work together.

As a basis for joint-working
with other departments on
interventions to help people
switch to bus.

Where observed previously
in government

In Water supply and demand
management we concluded
that Defra needed to provide a
much clearer sense of direction
to water companies, regulators
and consumers.!

What we observe so far

Department has published a high-level
vision for future urban mobility.2

There is no planned date for a similar
vision document for non-urban places.

The COVID-19 pandemic limited the
opportunity for consultation work that
would have helped test the vision and
develop buy-in.

Consistent
decision-making
in line with vision

To give local authorities and
operators confidence that
government is fully behind
them as they commit resources
to long term improvement.

To stay focused on overall
goals when trade-offs or
choices are required.

In Vulnerable consumers in
regulated industries we pointed
out that there could be conflict
between protecting vulnerable
consumers and benefiting
consumers in general and
regulators needed to work
together more closely.3

Government has committed to
prioritise mass transit but there
remain inconsistencies:

Department committed to fund only new
roads with bus prioritisation. But recent
consultation on allowing electric cars to
drive in bus lanes could undermine this.4

Transport Focus and others have pointed
to higher priority given to the needs of car
drivers compared with bus passengers in
decision-making about roads.s
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Figure 17 continued
Success factors to support the Department’s bus strategy

Long-term
funding certainty

Why important

To give authorities and
operators confidence

to embark on long-term
investment in improvement,
knowing that revenue streams
will be maintained.

Where observed previously
in government

In NHS financial management
and sustainability we found in
the absence of a multi-year
settlement, trusts continued

to struggle to make the

capital investments needed

to maintain the estate and
support transformation, storing
up problems for the future.®

What we observe so far

Department has committed to provide
stable long-term funding for buses in the
next Spending Review.

Funding will need to be integrated with
the local government Fair Funding Review
which has been heavily delayed.

The Prime Minister announced

£5 billion new funding for bus, cycling
and walking schemes in February
2020. The Department told us the
Comprehensive Spending Review

and national bus strategy will provide
transparency on the amount allocated
to bus, the revenue-capital split, and
timings of funding over the five years.

A detailed,
transparent
delivery plan

To demonstrate how actions
will lead to outcomes and
guide activity, prioritisation
and decisions.

To ensure all parties know who
needs to do what to achieve
goals, and how success
depends on collective actions.

Transparency creates
confidence in and between
organisations, and
facilitates external scrutiny
and accountability.

In our 2005 Delivery Chain
Analysis for Bus Services in
England, we found that the
Department’s delivery plan
contained much material that
would have been useful to
share with stakeholders but
it did not publish it.7

In Developing new care models
through NHS vanguards we
identified a lack of an overall
plan can make it harder for
organisations involved to
strike a balance between a
long-term vision and tackling
immediate priorities.8

Department’s published strategy expected
in late 2020. Not yet clear whether

this will be a high-level set of spending
commitments, whether it will baseline and
target expected outcomes, and whether

it will be accompanied by a delivery plan
with national objectives and milestones.

Department made some early spending
commitments to certain projects

and places, described as pilots, and
some remedial support spending.
The Department’s short term focus
has been on COVID-19 response but
the projects have continued, with

the exception of Superbus (where
only Cornwall has progressed). In the
absence of a complete strategy and
delivery plan, it is not yet possible to
see how these fit with the whole.

Clear
responsibilities
and
accountabilities

To clarify which parties are
expected to deliver which
actions, that they have the
funding and powers to do so,
and how their performance will
be judged.

In Accountability to Parliament
for taxpayers’ money, we
highlighted that devolution

of powers and funding to the
local level has often not been
accompanied by clarity over
who is accountable for what,
and how value for money is to
be secured.®

In Health and social care
integration we found that poor
governance and oversight
across the range of integration
initiatives was leading to
uncoordinated effort across
central bodies.1©

Department sets out how it gains
assurance that individual projects

and grants represent good value for
money. But it is unclear about how it
discharges responsibility for overseeing
the bus delivery system, and overall
value for money."

Local Authority-operator partnerships
or franchising agreements have
potential to bring clarity and increase
local accountability but have yet to
be adopted.
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Figure 17 continued
Success factors to support the Department’s bus strategy

Good quality
data and
measures of
success

Why important

To set a baseline of current
performance/outcomes and
short, medium and longer-term
targets to improve.

To understand and track the
key indicators that will show
whether progress is on track,
when it is too early to see
top-line results.

To enable all parties to see
that each is delivering on
its commitments.

To adjust promptly to stay
on track.

Where observed previously
in government

In Cross-government funding
of research and development,
we found the absence of
consolidated data made it
difficult for funders to evaluate
collective impact.12

In Digital transformation

in the NHS we found
consistent monitoring allows
better oversight and earlier
identification of problems and
reduces the risk of adding

to the scope of the strategy
without due consideration.1?

What we observe so far

Department collects a range of data from
local authorities and an annual survey

of operators. Its statisticians collate and
publish the data “used in monitoring
trends, developing policy and providing
accountability for the subsidy provided
to the industry at a high level”14

The data has limitations as the
Department has no contractual
relationships with operators
(Approximately 80% of operators
respond to the survey). Some
data is estimated or based

on partial paper returns.

In its Single Departmental Plan and
Annual Report the Department publishes
punctuality data, which are a useful
proxy measure for the attractiveness

of bus travel, but data are limited and

do not measure the performance of the
Department itself in any meaningful way.

The Senior Traffic Commissioner has
committed to review and modernise
the approach to bus performance
measurement to meet modern
passenger expectations.1s

The Department does not measure the
outcomes of bus provision. A requirement
for local authorities to report public
transport travel times to key local
destinations was dropped in 2011.

Community transport, school and
hospital transport services interact with
local bus services and fill unmet need.
The Department told us that data on
these services, beyond those claiming
BSOG, is not readily available and
would be burdensome on organisations
to collect.

Department lacks fully accurate,
granular data on the costs in the
commercial system.”
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Figure 17 continued
Success factors to support the Department’s bus strategy

Sustained
support from
the centre of
government

Why important

To provide drive and
momentum, unlock
conflicts, and reinforce
consistent decision-making
between departments.

Where observed previously
in government

In Improving government’s
planning and spending
framework our survey showed
that senior officials wanted the
centre of government to help
them ensure that performance
measures are aligned and do not
encourage ‘problem shifting’1e

In Tackling serious and
organised crime the Home
Office found it difficult to
mobilise action from some
[other] government bodies.?

What we observe so far

Clear support from the Prime Minister for
improving buses.

HM Treasury made local transport
a priority in the Budget 2020.

Effective
understanding
and management
of risks at

all levels

To ensure that risks are
understood and tracked at
the level where they can be
effectively managed.

To ensure that wider threats
to delivery of the goals are
surfaced and dealt with before
they damage progress.

In our Principles paper:
managing provider failure,

we noted that government’s
appetite for failure may change
as policy priorities or a delivery
area evolves.1®

In Managing PFl assets
and services as contracts
end we found the public
sector’s preparedness
and understanding of PFI
risks varied across the
delivery landscape.t®

The multiplicity of operators and the
lack of formal relationship between
them and the Department hampers its
understanding of risk.

At local level, weaknesses in transport
planning capability add to this lack
of oversight.

The Department acted quickly to keep
buses running during the pandemic and
will have increased its understanding of
the risks of operator or service failure
and of its own appetite for failure.

The financial impact of the pandemic
will also change the appetite for risk of
local authorities and operators and their
attitudes to partnerships or franchising.

Lasting behaviour change related

to the pandemic may threaten bus
patronage and the bus funding model.
For example: home-working becoming
more commonplace leading to reduced
commuting; increased reliance on online
shopping and entertainment services;
reduction in statutory concessions
travel if older people do not fully regain
confidence in bus services.




56 Part Four Improving local bus services in England outside London

Figure 17 continued
Success factors to support the Department’s bus strategy
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Appendix One

Our audit approach

1 This study examined value for money in the local bus service system
overseen by the Department for Transport (the Department). We examined
the effectiveness of government’s current support for local bus services and
the extent to which the enablers to improve local bus services are in place.
Specifically, we examined:

° what the data show on bus use, provision and performance over time
and across local authorities in England; and roles, responsibilities and
accountabilities for delivering and improving bus services (Part One);

° the effectiveness of the revenue funding framework for buses (Part Two);

e the effectiveness of government’s current approach to improving bus
services (Part Three); and

e theissues government needs to address to achieve its aims for the
future of buses in England (Part Four).

2  We did not examine the merits of government’s policy objectives in this area,
only the extent to which the system supports these objectives. We also did not
include voluntary and community transport providers nor audit local government
delivery of bus services, although we have considered the extent to which they
are supported to deliver these services in their local contexts. Our examination
excludes bus services in London, where the delivery model is different from the
rest of England, although we draw on comparisons with London where useful.

3 Our audit approach is summarised in Figure 18 overleaf. Our evidence
base is described in Appendix Two.
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Figure 18
Our audit approach
The objective of
government Since deregulation in 1986, government has relied on private sector operators to provide most bus services
on a commercial basis. But public money has always supported the system. The Department for Transport is
responsible for supporting bus services through funding and legislation and has consistently stated an aim
to increase bus use and halt the decline that has continued since the 1950s.
v
How this will (
be achieved In September 2019 the Department announced that it would develop the first national strategy for bus
services across England and a long-term funding commitment. In February 2020, it announced a £5 billion
new funding package for buses, cycling and walking over this Parliament.
v
Our study

The study examines the effectiveness of government’s support for buses, and the extent to which the
enablers are in place for local authorities and operators to realise the long-term, sustained improvement
that the Department now intends.

v v v

Our evaluative

criteria Why bus services are important The effectiveness of the What government needs to
and how they are provided. Department’s support to address to achieve its aims
bus services. for buses in England.
v v v
Our evidence ( (
) We reviewed why bus services We assessed the effectiveness We assessed what
(see Appendix

are important and how they are
provided. We:

of the Department’s support
for bus services. We:

government needs to do
to improve bus services in
a sustainable way. We:

Two for details)

e Analysed data, on bus use, (]
passenger experience and
trends over time.

Analysed data on bus
journeys and funding. e Reviewed published
documentation to
understand the
challenge and the

Department’s plans.

o Interviewed staff from the
Department, MHCLG and
HM Treasury

o Interviewed staff from the
Department, MHCLG and
HM Treasury.

e Drew on previous work .
P o Interviewed stakeholders

Our conclusions

o Reviewed published and
internal departmental
documentation.

on the local authority
funding landscape.

o |Interviewed stakeholders
for their views.

for their views.

e Visited local authorities
to understand delivery of

services in local contexts.

® Reviewed government
commitments, objectives
and future plans for buses.

e Drew on our previous work
across government.

- -

v v v

Bus services have been declining across England for 70 years and the decline continued following
deregulation, with only a few local authorities managing to buck the trend. However, government recognises
that affordable bus services have public value, and funds around 24%o of bus operators’ revenue income.
Government has chosen to deliver public bus services via a deregulated market model, and sensibly devolves
decisions about supporting services to local authorities, who understand local needs.

The Department is not accountable for delivering bus services, but it has national policy responsibility. It is now
preparing to commit significant new funding to bus services and to lead a national strategy for improvement
against a background of considerable uncertainty. The Department collects data on buses and can show it has
funded valuable improvements, but to date it has not sought to demonstrate how its actions have contributed
to supporting optimal value for money across the bus system. If it is to work with and through others at central
and local level, make informed choices about funding, and be able to adjust its plans to ensure it meets its
objectives, it will need greater clarity on what it wants to achieve and how it will know when it has done so.
During the COVID-19 pandemic, the Department has come together with local authorities and operators,

intervening rapidly to target the weakest areas and keep buses running, which offers learning for the future.
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Appendix Two

Qur evidence base

1

We reached our independent conclusions of the value for money in the

bus service system in England outside London following analysis of evidence
collected between May 2019 and June 2020.

2

We reviewed who uses bus services, how bus use has changed over time,

the Department’s objectives and performance measures for bus services,
how bus services in England outside London are delivered, the roles and
responsibilities of delivery bodies, and government’s aims for bus services
(Part One).

We analysed data published by the Department, obtained from the National
Travel Survey (Figure 19 on pages 62 and 63) (including mode of travel for
short distances, frequency of use of different modes of travel, gender, age
and income quintile of bus users) to understand who uses bus services.

We interviewed a range of senior staff from the Department for Transport
(the Department) involved in oversight of bus service delivery. We also met
with staff in HM Treasury and the Ministry of Housing, Communities & Local
Government (MHCLG).

We reviewed internal and published documentation from the Department

to understand the roles and responsibilities in the complex and devolved
delivery landscape, the performance indicators used to monitor delivery of
local bus services and the Department’s plans to decarbonise transport and
related infrastructure.

We analysed data published by the Department, obtained from the Bus
Fares Panel Survey (Figure 19) (including the local bus fares index) to
understand passenger experience of fares over time.
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3

We examined the funding mechanisms and revenue streams for operators

who deliver local bus services in England outside London and significant recent
interventions aimed at improving bus services in England outside London
(Parts Two and Three).

We reviewed published material from stakeholders to understand trends in
bus use over time, including the Transport Select Committee, the Committee
of Public Accounts, the Campaign for Better Transport, the Urban Transport
Group, the RAC, Greener Journeys, the Senior Traffic Commissioner, and
Transport Focus.

We analysed data published by the Department, obtained from the

Public Service Vehicle Survey (Figure 19) (including the average number of
passenger journeys, the average number of passenger journeys per head
of the population and the average number of concessionary journeys) to
understand change in bus use over time.

We analysed data published by the Department on concessionary
passenger journeys, bus subsidies for operators and the vehicle miles, and
passenger miles travelled by local bus services. These data are obtained by
the Department from the Public Service Vehicle Survey.

We reviewed published material from stakeholders to understand the
benefits associated with concessionary travel. This included Greener
Journeys and the Transport Select Committee.

We analysed data published by the Department on gross revenue and

net government support for local bus services (Figure 19) to understand

the nature of the various revenue funding streams available to operators.
These data are obtained by the Department from: MHCLG Revenue Outturn
forms, Bus Service Operators Grant returns, Local Authority returns and
adjusted using the HM Treasury GDP Deflator.

We analysed data and documentation relating to capital funding to support
bus services. We also met with staff from the Department to discuss capital
funding processes. We also reviewed the Department’s evaluations of
benefit cost ratios for capital funding for major bus related schemes.

We interviewed staff in the Department’s finance team to understand
changes to revenue funding. We also met with staff in MHCLG and

HM Treasury finance teams responsible for overseeing revenue funding
allocations and processes for local bus services.

We drew on previous National Audit Office work on the local authority
funding landscape.

We reviewed government objectives, commitments, legislation and
guidance relating to bus services since deregulation in 1986, including
the Bus Services Act 2017.
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We interviewed staff in the Department’s policy teams to understand
changes made to support the Department’s objectives.

We reviewed published documentation from the Department on its future
plans to improve local bus services and achieve integration in a deregulated
bus market. We also assessed the performance measures in place to
understand how the Department tracks whether funding and interventions
are successful.

We examined the challenges facing the Department in delivering a

successful bus strategy and lessons that can be learned from previous
experience in government (Part Four).

We reviewed financial information to understand the urgent support
provided to bus operators in response to the COVID-19 pandemic.

We reviewed published documentation from a range of sources to
understand the challenges faced and opportunities for better delivery
of local bus services. This included the Cabinet Office, HM Treasury,
the Urban Transport Group and Campaign for Better Transport.

We visited four local authorities (Lincolnshire County Council, Nottingham
City Council, Oxfordshire County Council, West Midlands Combined
Authority) and the Northern Ireland Department for Infrastructure.

These were selected on a judgement basis to understand bus service
delivery and the challenges faced in their respective local contexts

and to gather information on best practice, but not intended to form a
representative sample (see Appendix Three).

We consulted with major stakeholders within the bus sector to ascertain
their views on the processes, responsibilities, oversight and delivery of local
bus services. This included the Association of Transport Co-ordinating
Officers; Association of Directors or Environment, Economy, Planning &
Transport; Local Government Association, Campaign for Better Transport,
Confederation of Passenger Transport, and the Urban Transport Group to
ensure we collected a wide range of opinions from those involved.

We drew on previous National Audit Office work to identify the factors that
are important to delivering a successful strategic approach in a complex,
devolved system and to understand how bus services influence and
support policy objectives across government.

We reviewed internal and published documentation from the Department on
its plans for delivering bus services in response to the COVID-19 pandemic.
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Figure 19

Bus data collected, consolidated and published by the Department for Transport used

in our report

The Department’s data are reliant on figures provided in annual surveys of more than 500 bus operators, also returns from smaller
surveys of local authorities. The Department’s view is that all statistics are robust and have been produced to a suitable standard.
We did not carry out additional validation on the Department’s published datasets

Source Description Limitation Data set Used in
Figures

The National The National Travel Survey is a Sampled population only Model of travel. 3
Travel Survey household survey designed to of 16,000 individuals in

monitor long-term trends in personal approximately 7,000 households. Frequency of use of

travel and to inform development ) ) . mode of travel.

of policy. It is the primary source of Weights are applied to adjust Average number

data on personal travel patterns by for non—rgsponse to e”S“Te the of trips by age

residents of England. Data collection characteristics of the achlgved and gender.

consists of a face-to-face interview sample match the population

and a seven-day self-completed of England. Travel by household

written travel diary. The survey Survey results are subject to income quintile.

covers travel by people in all sampling error.

age groups, including children.

Approximately 16,000 individuals

in 7,000 households in England,

participate in the survey each year.
The The Public Service Vehicle Survey Figures provided by bus Number of local bus 2,5,
Department’s is an annual survey capturing operators. Where figures are passenger journeys 7,8

Public Service
Vehicle
Survey

information from a sample of
holders of Public Service Vehicle
operators’ licences. Since 2011-12,
the survey covers 700 operators

of local bus services (out of an
eligible population of around 1,000).
A probability proportional to size
(PPS) random sampling method was
used to select the sample, based
on the number of vehicles they

are licensed to run (the number

of ‘discs’) and stratified by local
authority. That is, the larger the
operator (in terms of number of
discs), the more likely they will be
included in the sample. However,
selection is not entirely random and
a number of criteria are used to
select operators.

unavailable because an operator
was not included in the survey or
did not supply a return, figures
from previous years are used.

Figures representing small
groups of operators or year
on year changes should

be treated with caution as
these are susceptible to
measurement errors.

Because the local bus sector

is dominated by relatively few
large operators, sampling errors
are very small in relation to
non-sampling errors.

(by local authority and
by metropolitan area,
by service type).

Passenger journeys on
local bus services per

head of the population
(by local authority).

Number of
concessionary journeys
on local bus services
(by metropolitan area).

Vehicle miles on

local bus services

(by local authority and
service type).

Passenger miles on
local bus services
(by metropolitan area).
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Figure 19 continued
Bus data collected, consolidated and published by the Department for Transport used in

our report
Source Description Limitation Data set Used in
Figures

The The Bus Fares Panel Survey is Figures are based on a sample Local bus fares index 10
Department’s an annual survey sent to around survey of around 100 operators. (by metropolitan area).
Bus Fares 100 operators to gain information on In total the operators selected
Panel Survey gross yield from passenger receipts. cover around 85% of passenger

receipts in Great Britain.

The index has been complied on

a consistent basis and should

measure trends consistently,

however, no data on actual fares

is collected. Index assumes no

change in passenger behaviour

and may not reflect changes in

the average fare actually paid.
Other This includes data required to make Figures include administration Net government 9,11,12
departmental estimations of the net government costs meaning a small proportion support paid to
data support paid to local bus services. of the figures shown will not operators to support

Data comes from the Department’s

BSOG returns, Transport for London,

London Councils, MHCLS Revenue
Outturn forms and HM Treasury’s
GDP Deflator.

Source: National Audit Office

reach bus operators.

At local authority level, this level
of disaggregation can show
considerable fluctuation from
one year to the next, which may
present changes in recording
practices so trends should be
interpreted with caution.

local bus services.
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Appendix Three

Case study visits

1

During our 2019 fieldwork, we visited local authorities to understand local

bus service delivery in different places, and to discuss the challenges and
approaches to improvement.

2

In England we visited:

three local authorities (Lincolnshire County Council, Nottingham City Council
and Oxfordshire County Council); and

one combined authority (West Midlands).
We also visited Belfast, Northern Ireland for a national comparison.

The key findings from these five visits are summarised in this appendix.
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Case study 1
Innovative use of funding in the City of Nottingham

A workplace parking levy provides extra funding for local bus and other public transport

Key facts

150 Average bus journeys per person per year, compared
to 43 nationally outside of London (2018-19)

11 Bus operators in the City

25km of bus lane in the city in 2019, up from 400 metres
in 2001

Primary operator: Nottingham City Transport, a former municipal bus
company privatised during deregulation. Nottingham City Council is
the principal shareholder.

Nottingham'’s bus passenger journeys have remained stable and increased from 48 million
to 50 million journeys between 2017-18 and 2018-19.

Car ownership is relatively low. Only 56% of households have access to a car, partly due to the large
student population. As a result, a strong focus is placed on local transport, including investment in
sustainable travel and innovative ways to fund investment.

Notable practices

e Workplace parking levy: Introduced in 2012 for workplaces with over 10 parking spaces. For each
space offered to employees, the levy costs the employer roughly the same as an annual bus ticket.
Proceeds reinvested in public transport, including the Link Bus network and tram services which
provides routes across Nottingham that would otherwise not be available. This policy remains
unigue to Nottingham, but is under consideration by other authorities.

e Investment in sustainable buses: Nottingham City Transport received funding through the Low
Emission and Ultra Low Emission funds (£4.4 million and £1.1 million respectively). The City
invested in biogas buses, and built a biogas refuelling plant enabling rollout across its whole
fleet. Biogas has reduced emissions, while maintaining similar coverage and mileage in services.
Contributes to Nottingham’s 2028 carbon neutral target.

Source: National Audit Office
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Case study 2
Solutions to a lack of rural commercial provision in Lincolnshire

Lincolnshire County Council has innovated to provide local bus services in a challenging environment

Key facts

17 Average bus journeys per person per year (2018-19)

32 Bus operators in the City

30% of the population is 60 or older, compared to ‘

24%0 nationally

Primary operator: Stagecoach, one of the big five bus
operators in England.

Lincolnshire faces a number of challenges in delivering sustainable, affordable and reliable bus
services for residents.

The county contains the city of Lincoln, extensive rural areas with sparse populations and
the seasonally popular coastline, providing a variety of environments for services to operate in.

The lack of commercially viable routes led to a failing bus market for operators.

Bus passenger journeys declined from 17 million to 13 million (24%0) between 2010-11
and 2018-19.

The county lacks funding to deliver supporting infrastructure, such as street lighting and
kerb sides, which are important to increase safety for people using buses.

Notable practices

Demand responsive travel (DRT): Established in 2001, the CallConnect service now has 36
vehicles and 32,000 passengers a year. The service involves passengers requesting a pick-up
and drop-off by minibus over the phone or online and enables local transport provision in rural
areas where bus services are not commercially viable. It connects passengers to interurban bus
networks and train stations and reports a 98%o satisfaction rate compared to 45% on fixed
route services.

Arm’s-length local authority operator: Lincolnshire operates Transport Connect Limited as the
only local authority controlled arm’s-length operator in England to provide statutory services to
schools, special educational needs and adult social care locations. It was established as a way

to reduce delivery costs for these services, following the loss of a significant operator which led
to a lack of bids and increased prices. This enables the local authority to fulfil its statutory duties,
and fill gaps in its rural bus network.

Source: National Audit Office
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Case study 3
Encouraging bus travel in Oxfordshire

Oxfordshire County Council has focused on prioritising bus over car and improving passenger
information, while removing supported services

Key facts
61 Average bus journeys per person per year (2018-19)
29 Bus operators in the City (Two operators provide

most services)

Primary operator: Oxford Bus Company. Prior to deregulation, the

Oxford Bus Company was part of the government owned National

Bus Company (NBC). Following deregulation, the NBC was split into ‘
smaller, privatised components, and the Oxford Bus Company was

purchased as a subsidiary by the Go Ahead Group.

Between 2010-11 and 2018-19, bus passenger journeys increased from 36 million to 42 million.

A Quality Partnership led to service improvements in 2011. The local authority told us subsequent
funding cuts prevented building on these, and the partnership lost impetus. In 2020, it set up a
Strategic Bus Board with experienced members from across the council and is actively engaged
with local operators to reinvigorate partnership working.

Congestion is a significant issue in Oxfordshire. There is a strong focus on cycling and cycling
infrastructure across the city and county, with a dedicated cycling champion to promote it.

Notable practices and challenges

e Prioritising bus services: To reduce the effects of congestion on the bus, traffic management
approaches have been used, including bus-only gates. Congestion charges and workplace
parking levies are being considered.

o Use of data: The local authority and operators share automatic vehicle location data through a
Punctuality Improvement Partnership (PIP). This partnership develops strategies to address bus
delays. The real-time information is shared publicly through street displays (at bus stops etc),
and the ‘Oxon time’ website.

e Park-and-Ride: Oxford opened the first park-and-ride service in 1973 and has five sites.
However, city expansion means these sites are now too close to the city, adding to congestion
as people travel to reach them. The council is now looking to improve its park-and-ride through a
more flexible approach.

e Supported services: In 2016, the local authority stopped funding supported services as part of
wider funding reprioritisation. In some cases, community providers have stepped in to operate
routes that lost funding. They rely on volunteers to maintain the service.

Source: National Audit Office
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Case study 4
Partnership working in the West Midlands

Transport delivery in the West Midlands Combined Authority is coordinated across seven local
authorities and partnerships with operators are used to deliver services

Key facts

92 Average bus journeys per person per year (2018-19)
81% of public transport journeys are made by bus

25 Bus operators in the region

Primary operator: National Express, one of the big five bus n.
operators in England. West Midlands is the only region in
England where National Express operate local bus services.

Transport is coordinated by Transport for West Midlands, a public body which covers seven local
authorities. Together they form the largest bus market outside London in terms of passenger journeys.

Bus passenger journeys fell from 294 million to 259 million between 2011-12 and 2017-18. However,
they increased to 267 million in 2018-19 coinciding with fare reductions and bus prioritisation.

Notable practices

e The West Midlands operates the Bus Alliance, a voluntary partnership with operators and local
authorities working together to invest in bus services and fleets. The partners are investing
£150 million in buses between 2016 and 2021. The Alliance works with smaller operators
to help them meet Euro 6 emission standards and there are extra standards for branding,
maximum fares and frequency of services.

e An Enhanced Partnership: is being explored between operators, Local Highways Authorities,
local authorities and stakeholders. This would focus on developing two bus corridors, air quality,
branding, ticketing and bus facilities.

e Ticketing technology: West Midlands’ “Swift” smart ticketing is the largest contactless system
outside London. There are plans to roll out smart ticketing across the Midlands region.

Source: National Audit Office with data derived from Department for Transport and local authority data sets
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Case study 5
The Glider — A rapid-transit service in operation in Belfast

Using local knowledge and design, the Glider has encouraged people to shift from car

Introduced in 2018, the Glider is a rapid transit, bus-style service which operates across the city.

It is operated by Translink, an arm’s-length body funded by the Department for Infrastructure in
Northern Ireland, which operates all bus services in Belfast.

The Glider aims to increase public transport use and support sustainable economic growth and
regeneration across the city. The service exceeded its 10 year annual demand projections after
one year.

Success factors highlighted by the Department for Infrastructure:

Long-term consistent local leadership, both administrative and political. This was needed
to deliver the road prioritisation and reduction in car space that the scheme required.

Local knowledge. For example, understanding the local cash culture meant accepting cash
payment for tickets instead of an oyster card style ticket.

Incentives for behaviour change. Low fares helped passenger numbers increase 30% in
parts of Belfast during the first year of service.

Public perception. The service is seen as not just a bus, but an aspirational way to travel. It has
enhanced social inclusion, and physically connects the historically divided city. A large publicity
campaign promoted the service and encouraged take-up. This included engaging with schools
and local residents in shopping centres and public places.

User and community engagement. Local residents including disabled and older passengers
tested the design layout of vehicles to check they could access services comfortably.

Integration into wider infrastructure development and transport policy. The Glider was introduced
alongside dedicated bus lanes, resurfacing, and streetscape improvements. The new dedicated
lanes were operated part-time for six weeks before the Glider began running, to allow road users
to adjust to them.

Belfast itself has relatively low car ownership but is one of the most congested cities in Europe
due to high levels of commuter traffic. New bus stops were built for the Glider to increase
capacity and signal it as a new service, to encourage modal shift from cars.

Source: National Audit Office
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Appendix Four

The Department for Transport’s Better deal
for bus users funding package

Figure 20
The Department for Transport’s Better deal for bus users funding package

In September 2019, the Department announced a £220 million funding package to support bus
services in England outside London

Aim of funding Allocation method Funding Funding cancelled/
for 2020-21 repurposed to
(Em) COVID-19 response
Bus priority measures in Direct allocation More than 20

West Midlands

Britain’s first all-electric bus Local authority Up to 50

town or city bidding process

Improve current bus Local authority 30 £30 million (now
services, or restore lost bidding process applied to safeguard
services where needed existing services)

Trial on-demand service in Local authority 20

rural and suburban areas bidding process

Superbus fund - to pilot Local authority Up to 70 Introduction of Cornwall
projects aimed at developing bidding process (with Superbus has been

a comprehensive network some funds allocated delayed following the

of bus priority measures, direct to fund a COVID-19 pandemic.
bringing down fares, four-year pilot project Funding for further pilots
and improving service in Cornwall) has been suspended

frequencies

Balance (tbc) 30
Total funding 220
Note

1 The funding package announced relates to a transition package as the Department moves towards its
long-term strategy and funding package for bus.

Source: National Audit Office analysis of Department for Transport information
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