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CONTRACTING OUT OF LOCAL GOVERNMENT SERVICES Q/ \

Patrick Jenkin wrote to you on 25 July reporting on
the progress made so far by officials on the E(A) remit to
produce a report on the legislative options for securing
more contracting out of local government services to the
private sector.

I believe the review is proceeding very much along t!
right lines and I hope that substantial progress can be mad
on the various proposals set out in Patrick Jenkin's letter.

I should mention that my proposals for the bus industry,
as set out in the Buses White Paper published last month,
provide considerable opportunity for the private sector to
play a greater role in the provision of local services which
up to now have been largely the domain of dominant public
sector operators. Whilst I do not propose that existing
local authority powers to provide bus be removed,
I am anxious that 1local authority operators compete with
the private sector on fair and equitable terms. This 1is
not the case at present. I will also be taking appropriate
measures to ensure that when a local authority decides to
subsidise the provision of bus services, it will have to
go out to competitive tender to all local operators. Again,
this will provide new opportunities for the private sector.

I am also taking action in the area of road construction
and maintenance. The existing DLO compulsory tendering regime
bites both on the highway construction and maintenance work
which local authorities carry out on their own roads as well
as on the work which they carry out on motorway and trunk
roads as my agents. However ] ddition my Department is
planning experiments with cont th the whole maintenance
responsibility o 2et] of motorway which will

CONFIDENTT




supervision work which is not at

present
&L
he DLO tendering rules.

Overall, I believe we must look
contracting out and
to co-operate fully in the review.

closely at every

opportunity for my Department will continue

I am copying this letter to the Prime Minister, Members

of E(CP) and E(A), Leon Brittan, Keith Joseph and Sir Robert
Armstrong.

NICHOLAS
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Conservative Research Department,

32 Smith Square,
London SW1

Tel. 222 9000 «x

2417

Enquiries on this brief to:




aemanda

sumers
aem

~Ar
-
vaisT

~r

Nl
in wnich

T AR AYA T
—-bhani SV
i

nme

iloneer
enviiro

b
)
X

mar
an

~nnovacio
ervice ous
malilntain

perscnal




L be
tion a

3

ements are
operators will
pbe in additi

requir
S Ta

7

-.;—-~
ny
.

a

--‘—.‘5 S
on a
e availabl

us

t
(
T

)

cVv
a

Dovn~y
by
&)

™

councll

7

tive

~ A
-

- Oll

adll
e a
nnova

sn

)

N




e Al
/e

sem

3

-
nall

Blie]
il

eneIlss.

ntends
=
2 D
- =
P
i able
-y .
restrictions

-

J1Ces

new

3~

ready and
d

that

provid
e impose

us se
e

-~
o)

o
0
)
(& oh
-
L
L1}
0
>

b
&)

-m

Ll

wer

a2t
in
i1

n
/ W
n

T A
- il 0OV
v
-~
(&

5
1CG
come
-
CI

tan
sult
£

the indus

-y

e
1—-.\\4‘.-3 --.hs

areas s

-

r -
and

-

5=
nea
ummary

increase




-
»
C
o
€

/

q =

Y p

n heavil
author

o
.




ya

ring

Lommlssioners.
~
arivin

N

consume
ngers
Commissicners
specia
O spot checks.

passe

hours

y of
ts
The
ject

.
1
4]
Q.
O
[ )]

rar

tion
ar
s.
e sub

ibuted
L o
=
I

verwne.ming
e

va
P
—“hi

4=

n
the s
arrangemen
es

n
ompe

Answers

~~
v
o

ompe
n.
ehicles a

S5
has
that
and
v

al
3
ovation and
es.
or
specti

~e
re

4

spor
Act
money.
mo

mus
maintenance

n
E
stions

9

ius

("I
ev
di
Wi
Syl

1Spor

ummary
operator

emons
regulations.

account

T
ous
~
-

=
inn
subsi

=
L o) 5

\




in

g laws

ens

-




/

oy
-

iona

S
as

’

=

i e
tha
g
- Y

the
ori

=

r

Ves
u

n

0

()]

O

e

0 4
(¢]

>

0

(]

a

Eaa
meliet
JelLle
£

it b
improve

-
,-
TO
e

rities

b

y authno

b v
v




2

sSaou.g

S

wal

izl
ara

Aty o

awa.dl

-l
e LD

i




occurred
rought

-
<

ce

owers w

e
~

reason
] New reserve

1S ®)
L1 TOTS
oI wlthdrawal.
ons

peti
nditi

-~
oWl
-~~~




C 1S

- i
i€ Government

ength
enigia, T

-a

o =

any

SRejine

ges

-~
wsidl




ye) I D

PASSENGER TRANSPORT BY MODE 1953

1953

bn
Pass km

Private mol,m'1 50

PDus and Coach

Rail 39
2

Alr 0.2

Pedal Cycle 17

TOTAL” 196

car, van, taxi and motorcycle.

2 includes Northern Ireland and

5 totals may not add due to rounding.

- 1983

% of bn
total Pass km

20
0?2
20
0.1

9

the Channel Islands.

4

-

1963

GREAT BRITAIN

1973 1983

bn % of bn
Pass km ltotal. Pass km

309 F7 hly

53 13
s 9
0.6

1

Department of Transport




THE TIMES
Ferdinand Mount

[et’s make buses
more omni 0

wiil

seginning

Tour. Our

s¢en Y i along

Strect, pausir “Hus-
perpiexed™ Circus. and Zewching up
at the Edgware Road ead. :'vc:.".g the
many-coioured buses with a want-
:ng-a-nde-iike air: "Red. g.—:-:n. blue.
drao. cinnamon-coiour passed and
and jostled. and stopped”

In this riotous confusion of convey-
ances. Mr Sponge is. as aiways,
master of the situation: “Quietly
awaiting the evaporation of the

steam. and the disentangiement of
the venicies. oy the smailest possibie
sign in the world. the bus s ooliged
sitner 10 come (o or lose the tfare,

and he stcos quietly in.”

How uniike our own dear request
stoos. [t is a vanished world; the
Ruge variety of buses. all competing
renctically for custom. sesms a far
v crv from the dignified monopoiyv of
London Transport. Today it is oniy
in remote piaces such as Hongkong,
and [sianpul. and Buenos Aires, that
vou find buses in profusion and
hungry for passengers.

The side-etfects of this rationing
were masked so long as there was,
for most peopie, little aiternative o
bus travel. But with the nse of the
private car, the erfect became visible
and dramatc. Since 1953, the
number of bus passengers has
halved. and subsidies have nsen
from £7Im n 1972 to neariy
£1.000m a vear todav. It 1s a vicious
circle. The longer peopie have to
wait for a bus., the rewer people wiil
be prepared !o wait: hence the
steeper the losses. and the higner the
fares and the subsidies.

This decline 1s not inevitaole.
Since the long-distance coaches were
de-rationed 1n 1980. fares have come
down on average. bv 40 per cent In
rcal terms, and 700 ncw services
have peen introduced. Yet journeys
of more than 30 miles are just the
ones for which the privale car 1s
most suitaple. Millions of people
still do not have cars and would love
1IN Sfe CRsanesr anad mnora traniient

Srrmmm s meeem it tememy

bus scrwc:s running over any
disiance from one miie to 800 miies.

Next month, Nichoias Ridley, the
Transport Secretary, is to publish his
White Paper on Buses. And already
the vested interests are imbering up
to resist change: the Nauonal Bus
Company, London Transport, the
transport  unions. and the great
groups of nationalizers. co-ordina-
tors and integrators who nave berore
their eves the vision of a pure and
seamiess “iransport policy”

Many of the objections raised are
alrcady crumboiing under the press-
ure of expenencs. [t is not simpiv
the exampie of the long-distancs
coaches with their videos and “in-
flight service™). (Why do other

forms of transport. such as hover-
craft. fest bound 10 borrow the
language of the airways, notonously
the most dJdisagreeanie form of
travei?). For the past couple of years,
there have been three tnal areas - in
Devon. Nortoik and Hereford-and-
Worcester - 1n which ail bus
licensing has %esn abolisned ‘or
town and country buses alike. Thé&
results on these mainly rural services
are incouraging if not spectacuiar.
One can hardly biame prnvate
operators for entenng rather gingerty

field from wnich thev have besn
~xc:uqea for half a century. But,
despite the dire predictions of chaos,
there are undoubtedly more buses
running and cosiung less, either in
fares or in subsidies.

These resuits are not so very
surpnising. [n parts of Austraiia, one
ot the few countries where 1t s
possible 10 make 3 direct compar:-
son between siale bases and pnivare
buses on scheduied services, the
running costs of the state buses are
reckoned to be up to 30 per cent
higher. Prnivate firms can run buses
profitably on routes where state
operators could not.

This brings up the ‘hald-tvre
cowbovs™ argument - that private
bus firms tend 1o cut their costs by
lowenng staruarus of sarety and
maintenance. [f this oamection.

voiced v :the
were vailg. it u

-az.rsc %e an squaily vahid sbjecuo
to the private ownersnip of tax: I20s
(where tn ract the 1nspectors <eep up
remarkapiy nign standards). Saretv
licensing, which s vital and shouid
probabiy be sirengthened, is not o
be confused with quanuty licensing.
which s not and should be
abolished.

But wiil there not he :
and dangerous touting ‘or
Just as descriped in \fr
Soor:ing Tour? Again. therc
with privately owned axis: fear ~:
losing onc’s operator’'s licence s u
powertul deterrent 0 cowbo
behaviour. And as for congestion, i1
cvervy exira bus contains onlv two
people wno mignt otherwise have
besn driving the:r cars. congestion
wouid actuaily be recuced. The
unions’ fears about unemplovment
are understandabie, but if there are
more buses running, there will he
more. not fewer, ;o0s for bus drivers
(although not neccssarily  wrih
London Transport or the National
Bus Company).

The best argument of all - and
onc which ought to apnpeal to this
government as much as L wouid
have to Soapy Sponge - is. simpiy
liberty: if someone wants 0 run a
bus service. he ought '0 be ailowed
10. uniess ihere 1s an overwhelming
rcason for siooping him - and there
1S not.
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TABLE 19:  TRENDS IN REVENUE SUPPORT BY TYPE OF AUTHORTITY : 1978/79 TO 1984/85:  GD

1" £ million

Estimated Budgeted
Outturn Expenditur
1978/79 1979/80 1980/81 1981/82 1982/13 1983/84 1984L/5

Provisional

1
ns, underground, metro and ferries

ngland: GLC” 94,0 . 16?.53

Metropolitan counties 1266 s 227.06

Shire counties and 61.3 " 88.0
districts

nleg: ). B, 9. 9.6 1
/
cotland: ' 3 30, 38.6 31y

D Total H12. 526.5 536

Source: Department of Transport, Welsh Office, Scottish Office
Revenue support for underground, metro and ferries is relatively small (less than £10m).
Excludes depreclation and renewal payments from GLC to LTE.
Includes the cost of the "Fares Failr" policy Incurred in 1981/2.

Duses and ferries only
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TABLE 19:  TRENDS IN REVENUE SUPPORT BY TYPE OF AUTHORITY: 1978/79 TO 1964 /65:  -GD

£ million

Estimated Budgeted
Outturn Expendi tur
1978/79 1979/80 1980/81 1981/82 1982/63 1983/81 1984/5

Provisional

| ~ ]
Mg, underground, metro and ferries

negland: QLG . 94,0 686.0 1()?.63
Metropolitan counties ' 124,66 188.6 227.6

Shire counties and 51. 61.3 89.6 068.0
districtls

e ] 75 8.5 9.5 9.6 11 1

!
‘cotland: ' i h0.? 38,7 38.6 310 39

N Total 2 24 . 328.6 L2 .4 526.5 536 542

Source: Department of Transport, Welsh Office, Scottish Office

1 Revenue support for underground, metro and ferries 1s relatively small (less than £10m),

4

< Excludes deprecliation and renewal payments from GLC to LTE.

X

»Includes the cost of the "Fares Falr" policy Incurred in 1981/2.

' Duses and ferries only




FARES IN THE TRIAL ARPA BIFORE_AND AFTER TIIE_CONTRACT PROCEDURE

Former Fare (p) Mev N
I'yrom - Former Operator New Operator S DIt S

Ledour Hereford Midland Red Morris 175
4 ¢

Tarrington Hereford " C 145
(54

Lugwardine _ Hereford "

Tillington Common ! Hereford Flashos
1

Widemarsh Common Hereford

Fuch Marcle Ledbury ‘ Smiths




