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Background

Buses, along with passenger trains and a small ferry service, form Perth’s

public transport system known as Transperth.

The Department of Transport (the Department) is responsible for managing

Transperth and for implementing the Government’s public transport reform

program introduced in September 1993.

As part of the reform program, about half of Transperth’s bus services

were put to competitive tender in 1995. The initial aim was to contract the

existing bus service for less cost. The reform program’s longer term aim is

to develop a more efficient and responsive public transport system that

better meets the needs of the people of Perth.

Most tenders were won by private sector bus operators who have, since

late September 1996, provided about half of Transperth bus services. The

remainder is still provided by the government owned operator MetroBus.

The performance examination addressed two key questions:

Have costs been reduced as a result of bus reform and, if so, by how

much?

Has service quality been maintained?

Overall Findings and Conclusions

The public transport reform program is still at a relatively early stage and

it will be some years before a full assessment can be made. However, the

early signs are positive in that:

the Department has achieved its initial aim of obtaining the existing

bus service at less cost through a competitive tendering process; and

it has successfully managed the transition of service delivery to the

private bus operators.

The Department’s ability to sustain lower costs, and make desired

improvements to service delivery, will depend largely upon the ongoing

quality of its contract management.
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Cost Reductions

Prior to 1993, long term cost trends for Transperth’s bus services were

rising. Since the introduction of the reform program the cost of providing

bus services has fallen by nearly $31 million, in real terms, over the four

financial years from 1992–93 to 1996–97. This represents a cost reduction

of about 20 per cent on Transperth’s 1992–93 bus operating cost of $151

million.

About $24.5 million of the cost reduction was made within MetroBus during

the first three years of the reform program. A further $6.4 million of cost

reduction is estimated to be made in the financial year 1996–97, mainly as

a result of contracting out about half of Transperth bus services to three

private operators in late September 1996.

The figure of $6.4 million for the financial year 1996–97 reflects only nine

months of contracted services. It is also net after allowing for the transition

costs incurred by the Department.

As a result of a Cabinet decision to defer acquiring new buses until the

reform program was more advanced, no new buses except specialist Central

Area Transit buses have been acquired since 1993. The $31 million cost

reduction therefore does not account for the costs of bus replacement. The

Department reasonably estimates that the net cost over the three years

would have been about $1 million had a normal replacement program been

followed.

Some key contract management issues that are likely to require the

Department’s ongoing attention include:

successfully and promptly completing a bus fleet management tender

and subsequently managing the contract;

ensuring that bus reliability and safety is maintained with a fleet that

currently has an average age of nearly 13 years (good practice suggests

the average fleet age should be between 8 and 12 years); and

managing future contract negotiations and payment variations.
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Another issue is the development of a cost-effective means controlling fare

evasion on buses under the new contractual arrangements. Although fare

evasion on buses is not a new problem, neither the Department nor the

private operators have the power to issue infringement notices until

legislative changes are made.

Service Quality

The Department’s first priority has been to manage the service transition

to the private operators. As this transition phase concludes, the

Department’s focus is moving towards developing a long-term contract

performance monitoring approach.

The Department has formalised key service quality requirements into the

new bus operator contracts. These cover:

bus reliability — buses should run to schedule, the Department having

the authority to fine operators for late or cancelled trips;

bus presentation — relating to cleanliness, correct display of route

numbers and other presentation issues; and

customer relations — providing information, dealing with complaints

and other customer relations issues such as looking after lost property.

The Department assesses how well bus operators meet service quality

requirements by:

monitoring passenger perceptions and complaints;

requiring the operators to report on their own performance; and

undertaking surveys and spot-checks of operator performance.

The Department undertakes comprehensive annual market research using

research consultants. These surveys were commenced by the MetroBus in

1991 and were modified by the Department in 1996 to accommodate the

division of the Transperth bus system into contract areas. The Department

will be able to measure changes to service quality, as perceived by public

transport users, when the next annual survey is undertaken later in 1997.
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The complaints system established by the Department is decentralised.

Customer complaints go to the Department, to all four bus operators and

to the company that operates the Transperth 13 2213 enquiry line. The

Department analyses and actions the complaints it receives but has limited

knowledge of the number and nature of complaints received by the other

parties. Customers may themselves be unclear as to whom, and where,

they should direct their complaints. The Department is currently

considering alternatives to its present system.

The Department systematically monitors bus presentation. The absence

of a baseline precludes a firm conclusion but enhanced specification,

reinforced with regular monitoring, is likely to have improved the overall

standard of bus presentation since contracting. Results for the six months

from November 1996 to April 1997 indicate that the private operators have

been out-performing MetroBus.

Measuring bus reliability, particularly late trips, is more difficult because

of the size of the task. Over 7 000 bus trips are scheduled each day.

Operator returns show a reduction in the number of cancelled trips,

excluding those arising from industrial action at MetroBus, and indicate

that overall system reliability has been maintained since contracting.

The Department has conducted its own bus reliability surveys and spot-

checks to manage the transition and encourage the operators to report

accurately. However, the Department’s monitoring systems require further

development before they can reliably compare operator and system

performance. This use will become more important over time as the

Department is required to:

publicly report on the Transperth system’s performance and its own

performance in managing Transperth on behalf of the State; and

renew or cancel existing contracts, and award new ones, based on an

objective assessment of bus operator performance.

The Department is obtaining external professional expertise to address

this need.
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There are some early indications of service improvements, since contracting,

through better route scheduling and more prompt answering of information

calls on the Transperth 13 2213 enquiry line.

Providing the Department builds on its achievements to date, and addresses

areas in need of attention, the people of Perth should get a better and more

responsive Transperth bus system as a result of the public transport reform

program.

Summary of Recommendations

Legislative changes should be introduced to better enable the

Department and operators to control fare evasion.

The Department should:

continue to monitor bus maintenance on the aging bus fleet

to ensure that passenger safety and service reliability are

maintained;

negotiate and manage future contract payments and

variations to ensure that lower costs are sustained;

determine the extent of fare evasion on buses and take cost

effective action to correct;

provide more guidance and encouragement to the public

to lodge complaints when service standards are not met;

develop a more integrated and comprehensive approach to

recording and actioning customer suggestions and

complaints; and

further develop its approach to assessing the performance

of bus operators and the overall Transperth bus system as

a whole.
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Until 1993, the Metropolitan (Perth) Passenger Transport Trust (MTT)

was responsible for the coordination and delivery of all Transperth services.

The MTT did all planning and timetabling, operated common-user facilities

such as bus stations, provided all metropolitan bus, ferry and passenger

information services and contracted with Westrail for the provision of

suburban passenger rail services.

In September 1993, the Western Australian Government announced a major

program of public transport reform. Its main features were:

the transfer of all policy coordination and strategic planning functions

from the MTT, now trading as MetroBus, to the Department of

Transport (the Department);

the introduction of a ‘purchaser/provider’ split whereby the Department

specified and bought services from separate bus service operators (see

Appendix I); and

the introduction of contestability through a system of competitive

tendering between MetroBus and private sector operators.

Background

The Role of Public Transport

Public transport has the dual aim of providing an attractive alternative for

car users, as well as providing mobility for those with no other choice. By

winning patronage from cars it helps reduce the undesirable social, economic

and environmental impacts of excessive car reliance. Public transport can

therefore provide benefits to both users and non-users.

Public transport has an ongoing role in Perth’s future transport system.

The current metropolitan transport strategy predicts that the number of

personal trips1  made per day will increase from about 4.0 million in 1991

to over 6.5 million in 2029. If current usage patterns persist, the bulk of

these additional 2.5 million personal daily trips will be undertaken in cars

with a single occupant.

1 Personal trips exclude commercial or business trips. Total personal trips are those
made by all transport modes including: car, walk, cycle, public transport and other (e.g.
taxi, motorcycle).
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The preference of commuters to use their car to travel to work is shown in

Figure 1.

Figure 1: Choice of transport to work – Australian State capitals 1991

Commuters prefer using their cars to travel to work, more so in Perth than other

Australian capital cities. Excessive car reliance causes undesirable social, economic and

environmental impacts. To help reduce these impacts, the metropolitan transport strategy

requires public transport to double its current market share by the year 2029.

Source: Australian Bureau of Statistics, 1991 Census.

To help reverse this undesirable trend, the metropolitan transport strategy

requires public transport to lift its market share from its current level of

about six per cent to around 12.5 per cent by 2029.

Perth’s Public Bus Service

Perth’s first commercially successful bus services were set up by returned

soldiers from the First World War using converted lorries. They rapidly

became popular with the public, offering greater flexibility than the fixed

route trains and trams, and many new firms entered the business. After

1950, however, patronage started to fall, as private car ownership became

more common. Capital investment in buses fell during, and after, the Second

World War and the fleet became run-down.
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In 1957 government commenced a program of buying out the private bus

companies to provide needed capital investment and to develop a more

integrated public transport system. The MTT was established in 1958 as a

public sector authority to operate Perth’s public transport bus and ferry

system. In 1974, the MTT also assumed responsibility for Perth passenger

rail services, run by Westrail.

These arrangements continued until the public transport reform program

of 1993. The program was based on a model for reform outlined in the 1993

report from the Commission to Review Public Sector Finances (the

McCarrey report). This report concluded that the MTT was operating

inefficiently and failing to meet changing community needs. It recommended

that the Transperth bus system be broken into a number of franchise regions

and then put to competitive tender.

The Department, through its metropolitan transport division, was made

responsible for implementing the government’s reform program and

managing the Transperth system. The aim of the reform program was to

introduce the benefits of competition, without de-regulation, and so retain

the existing features of the integrated Transperth system. From a public

perspective, these main features are:

government retains control of fares and routes, including whether

routes are discontinued, added or amended;

the continued integration of all public transport modes – bus, train

and ferry;

a common Transperth ticketing system; and

the Department specifies requirements for buses, stations and the

provision of passenger information.

The Department divided the Transperth bus networks into 15 franchise

regions, or contract areas, as shown at Appendix II. These areas were

allocated routes, depots and other infrastructure necessary to operate

independently of each other. Nine of these contract areas were put to

competitive tender during 1995 and 1996 with the results shown in Table 1.
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Service Area Operator No. of Revenue Contract Term Ends

Buses Kms (1) Date (in Yrs) (2)

(million)

Armadale Sth MetroBus 8 0.3 Nov 1995 5 + 5 2005

Joondalup Nth MetroBus 12 0.8 Nov 1995 5 + 5 2005

Midland Swan Transit 41 1.3 Jan 1996 7 + 4 2007

Rockingham Southern

Coast Transit 57 2.9 Sept 1996 7 + 4 2007

Southern River Swan Transit 62 2.3 Sept 1996 6 + 6 2008

Canning Swan Transit 57 2.5 Sept 1996 6 + 6 2008

Marmion/

Wanneroo(3) Path Transit 191 8.2 Sept 1996 7 + 6 2009

CAT(4) MetroBus 16 0.5 June 1996 3 + 2 2001

Table 1: Transperth bus services put to competitive tender as at May 1997

Apart from the first two small outlying areas, and the Perth Central Area Transit (CAT)

Service, all competitively tendered services have been awarded to private operators. These

operators now provide nearly 50 per cent of Transperth bus services, with the remainder

(not shown) being provided by MetroBus.

Notes:

1. ‘Revenue kilometres’ is the total distance travelled on scheduled bus routes.

2. Contracts are for an initial term with an option to renew.

3. Marmion and Wanneroo were tendered as separate contract areas.

4. The CAT service uses specially designed, smaller buses and includes non-revenue

kilometres or ‘dead running’.

Source: The Department

The Department was given three years to implement this initial phase of

public transport reform and met its target. The reform program is ongoing,

however, and still at a relatively early phase. The next major step is the

planned outsourcing of bus fleet ownership and management. The

Government has not determined whether to put the remaining 50 per cent

of Transperth bus services to competitive tender.
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Examination Focus and Approach

The objectives of the performance examination were to:

determine whether costs have been reduced as a result of bus reform

and, if so, to estimate the amount of cost reduction; and

appraise whether quality of service has been maintained following the

contracting out of bus services to the private sector.

The examination focused upon the first four years of public transport reform,

from July 1, 1993 to June 30, 1997, to obtain an estimate of cost reductions

made to date. It also appraised operating costs from 1980 to 1993 to give

the longer-term trend prior to reform. Income from fare revenue and other

sources was not included in calculating changes to costs.

The examination appraised service quality by isolating the key quality

requirements specified in the contracts and reviewing how the Department

is managing their delivery. The Department’s approach to keeping in touch

with passenger concerns through customer surveys and complaints systems

was also appraised.

The examination included:

review and analysis of financial and other records held by the

Department and MetroBus;

interviews and discussions with managers at the Department and

MetroBus; and

a meeting with each private operator and meetings with managers of

central agencies.

The examination did not include consideration of:

the competitive tendering process that led to the award of the bus

operating contracts;

human resource management or industrial relations issues arising from

public transport reform;

public transport fares policy or its impact on revenue and public access;

and

alternative models of public transport reform implemented elsewhere

in Australia or internationally.
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Key Findings

Transperth bus services were becoming more costly to run prior

to public transport reform. The reform program has resulted in

operating costs falling by nearly $31 million, in real terms, from

1992–93 to 1996–97. This represents a reduction of about 20 per

cent on Transperth’s 1992–93 operating cost of $151 million.

Costs were reduced by about $24.5 million internally within

MetroBus during the first three years of reform. Cost are

projected to be reduced a further $6.4 million in 1996–97, mainly

as a result of contracting out about 50 per cent of Transperth

bus services in late September 1996.

No new buses have been acquired in the past four years and the

bus fleet has aged beyond good practice standards as a result.

The Department has reasonably estimated that it would have

incurred an additional net cost of about $1 million if regular

new bus purchases had been made in recent years. This would

have decreased the amount of cost reduction to about $30 million

over four years. The Department has action in hand to acquire

new buses.

The ability of the Department to sustain the lower costs is largely

dependent upon the quality of its future contract negotiations

and ongoing contract management.

Background

Both MetroBus and the Department have used funding levels to measure

cost reductions made. This approach was consistent with the direction set

by government under the reform program. The Department, as purchaser,

also needed to monitor MetroBus funding to ensure that it did not gain an

unfair financial advantage during competitive tendering.
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The examination adopted and built upon this approach in measuring the

cost reductions made since June 30, 1993. Attention was given to identifying

and costing:

functions and liabilities transferred from MetroBus to the Department;

and

changes that occurred within the Transperth operating environment.

Income from fare revenue and other sources was not included in calculating

cost reductions.

Cost Trends Prior to 1993

The MTT was considered relatively cost efficient, during the 1980s, when

compared to other Australian state-owned public bus operators2 . This was

in part due to circumstance and in part to management action:

Perth buses attained higher average speeds than those in more

congested and better patronised capital cities. This made the buses

less costly to run per kilometre travelled.

The MTT was ahead of some other state-owned public bus operators in

introducing efficiencies. Examples included the introduction of mixed-

function shifts within driver awards and the phasing out of the use of

bus conductors.

However, the MTT’s bus services were becoming more costly to run, per

unit kilometre travelled, during the 14 years prior to public transport reform

(Figure 2).

2 See, for example, annual performance indicator reports of the Steering Committee on

National Performance Monitoring of Government Trading Enterprises.
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Figure 2: Annual bus operating costs, and unit Cost per service kilometre (1)

travelled, from 1979–80 to 1992–93 (constant 1996 dollars)

Annual bus operating expenditure increased, in real terms, from just under $100 million

in 1979–80 to about $150 million in 1992–93. Unit cost per service kilometre travelled

increased from about $2.50 to $3.00 over the same period.

Notes:

1. Service kilometres include the revenue kilometres of all services run, the run on and

off kilometres and the dead running.

2. Historical record of operating expenditure not adjusted for changes in accounting

standards.

Source: MetroBus, the Department and the OAG

The MTT drove its buses further to carry fewer passengers than other

State public sector bus operators did. Perth is a difficult environment for

public bus operators. It has a low population density and a good road system,

supported by readily available and relatively cheap car parking. These

factors make car use more attractive to commuters, making it harder for

public transport to compete, and bus patronage has declined as a result.

The combined impact of falling patronage, and rising operating costs,

resulted in a significant increase in unit cost per passenger carried during

the years prior to public transport reform (Figure 3).
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Figure 3: Annual bus boardings, and unit cost per boarding, from 1979–80 to
1992–93 (constant 1996 dollars)

Annual bus passenger boardings fell from 1979–80 to 1992–93. The combined effect of

falling patronage and rising costs resulted in the cost per passenger boarding rising, in

real terms, from about $1.75 to nearly $3.00.

Notes:

1. A passenger may make one or more boardings to complete a journey.

2. Annual bus boardings are influenced by changes to metropolitan passenger rail. For

example, bus boardings rose after the closure of the Fremantle rail line in 1980 and

then fell following its reopening in 1983.

3. Historical record of operating expenditure not adjusted for changes in accounting

standards.

Source: MetroBus, the Department and the OAG

The MTT was not alone in showing these unfavourable trends. They were

shared by many other state-owned public transport operators within

Australia and elsewhere. Many other governments have therefore also made

public transport competition reforms.
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Cost Reductions from Public
Transport Reform — 1993 to 1997

The public transport reform program was a catalyst for change within the

MTT. The MTT, now trading as MetroBus, began adjusting to its reduced

role as a bus operator. Its primary goal became getting its operating costs

down to levels competitive with the best of the private sector.

The Department, acquired a new role of regulator and purchaser of

Transperth services and, through its metropolitan transport division, it:

took over many of the functions and assets which had previously been

carried out and owned by MetroBus; and

implemented the competitive tender process and managed the

subsequent transfer of about 50 per cent of Transperth bus services to

private operators.

Cost Reductions Made to Date

The cost reductions made to date from public transport reform comprise

two main elements.

Operating cost reductions made between June 30, 1993 and June 30,

1996. These were mainly internal savings made within MetroBus as it

geared up to compete with the private sector; and

Further operating cost reductions made, and expected, in financial year

1996–97. These are mainly the result of contracting out Transperth

bus services to the private sector on September 29, 1996.

The examination has found that costs have been significantly reduced since

the reform program commenced (Figure 4). MetroBus reduced its operating

costs by $24.5 million, in real terms, in the three-year period ending June

30, 1996. Costs are projected to be reduced by a further $6.4 million in

1996–97, mainly as a result of contracting out about 50 per cent of

Transperth bus services to the private sector.
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This figure of $6.4 million does not reflect the full extent of the cost difference

between the private operators and MetroBus. This is because:

excepting the earlier Midland contract, the financial year 1996–97 does

not give a full-year effect of contracting cost reduction (nine month

effect only); and

the figure is net and allows for the transition costs, staff displacement

and bus maintenance warranty, incurred by the Department.

A more detailed break-up of the cost reductions made as a result of public

transport reform is shown at Appendix III.

Figure 4: Estimated operating costs for Transperth bus services since public
transport reform (current dollars)

The cost of providing a similar level of Transperth bus services is estimated to be

$30.9 million less in 1996–97 than it was in 1992–93. This represents a cost reduction of

about 20 per cent made in four years as a result of public transport reform.

Notes:

1. Operating costs are gross, they are not offset by fare revenue and other income.

2. The estimate is based partly on budget projections as the examination was concluded

prior to the end of the 1996–97 financial year.

3. The full-year effect of cost reductions from contracting will not be had in 1996–97.

4. The cost reduction estimate accounts for transition costs incurred by the Department.

Source: MetroBus, the Department and the OAG
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The changes in Figure 4 are shown as a reduction in the total annual costs

of running the Transperth bus system. Functions and liabilities transferred

from MetroBus to the Department have not been counted towards the cost

reductions made by MetroBus. Examples are:

transferring responsibility for providing passenger information from

MetroBus to the Department, which now buys this service from the

private sector; and

the Department acquiring debt of about $130 million, and associated

annual liability for about $20 million in repayments, when it took over

ownership of the bus fleet and supporting infrastructure assets from

MetroBus.

In calculating cost changes, the examination allowed for additional costs

incurred, over the four-year period, in providing new or improved bus

services and in paying increased government taxes and charges. Examples

are:

providing new bus services to recently developed outer suburbs and

upgrading the Central Area Transit (CAT) service, which largely

replaced the old City Clipper; and

the Tax Equivalent Regime (TER) which now imposes sales and income

taxes on government trading agencies such as MetroBus. This

$650 000 cost came out of the 1996–97 public transport budget without

extra funding.

The private operators are more cost efficient than MetroBus. The extent of

this cost difference is uncertain because the untendered service routes run

by MetroBus cannot be directly compared with those run by the private

operators. The Department is in the process of evaluating the untendered

MetroBus routes to enable this cost comparison to be made. This comparison

will also identify any further cost efficiencies made by MetroBus since

competitive tendering.

MetroBus Staffing

MetroBus has made most of its operating cost reduction in the area of

labour. Staff numbers have fallen from over 2 200 in June 1993 to under

900 in February 1997. The large fall in the number of bus drivers, following
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the loss of services to the private sector, did not occur until September

1996. Prior to this, the biggest pro-rata reductions in staff numbers were

in the administration and engineering areas (Figure 5).

Figure 5: Comparison of MetroBus staff by category over time

MetroBus staff numbers have fallen from over 2 200 in June 1993 to under 900 in

February 1997. Prior to September 1996, the largest pro-rata staff reductions occurred

in administration and engineering. Bus driver numbers fell significantly, following the

loss of services to the private sector in September 1996.

Source: MetroBus and the OAG

Notwithstanding cost reductions made, and the introduction of revised work

practices, MetroBus labour costs are still higher than those of its private

competitors. To better understand its competitive position, MetroBus

recently hired a public transport expert to benchmark MetroBus against

private sector bus operators. He found that MetroBus incurred higher driver

labour costs than private bus operators as a result of paying higher wage

rates and using less efficient work practices. Examples he gave included:

paying a higher weekly wage rate through the MetroBus enterprise

bargaining agreement;

having to meet the higher costs of public sector superannuation and

additional leave entitlements; and

needing to further improve work practices in areas such as sign-on

times, timetable running, driver rostering and making more effective

use of part-time labour.
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The Cost of an Aging Bus Fleet

Specialist CAT buses3  excepted, no new buses have been purchased or

leased since 1993. This was the result of a Cabinet decision to defer

acquiring new buses until the reform program was more advanced. As a

result, replacement costs have been deferred but the Transperth bus fleet

has aged (Figure 6).

The Department considers that the average fleet age should be between 8

to 12 years in order to meet good practice standards. When public transport

reform began in September 1993 the average fleet age was around nine

years. When competitive tenders were called in mid-1995 it had increased

to nearly 11 years. As at June 1997, the average fleet age is nearly 13

years and will likely increase to around 14 years before new replacements

are acquired.

Figure 6: Age of the Transperth bus fleet

The Transperth bus fleet has aged significantly since 1990. The average fleet age is

nearly 13 years, the oldest it has been for many years. To meet good practice standards,

the average fleet age should be between 8 to 12 years.

Source: MetroBus, Department of Transport and the OAG

3 Central Area Transit buses are used exclusively to provide free transport for the inner

city area.
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The Department provided the examination with a reasonable estimate of

the extent that operating costs had been reduced as a result of the decision

to defer bus acquisition. This estimate was made by:

examining the historical bus purchasing pattern from 1976 to 1993

and obtaining a yearly average (41 buses);

estimating the cost of purchasing 41 buses per year for the past three

financial years; and

estimating and discounting the offset cost savings arising from lower

bus maintenance costs and the proceeds from sale of the older buses.

Although the cost of interest and principal repayments on these purchases

would have amounted to around $7 million, the net cost would have been

about $1 million when offsetting factors are taken into account (Table 2).

Borrowings(1) Repayments(2) Maintenance(3) Bus Sales Net Added

($ 000) ($ 000) ($ 000) Recoups(4) Cost

($ 000) ($ 000)

1994–95 9 470 770 (390) (820) (440)

1995–96 9 840 2 340 (1 180) (820) 340

1996–97 10 170 3 960 (1 970) (820) 1 170

Total Net Cost 1 070

Table 2: Estimated Cost of Purchasing 41 New Buses for each of the Past Three
Financial Years (actual estimated costs — not indexed)

No new buses have been acquired since 1993. Prior to 1994, an average of 41 new buses

were acquired each year. The net cost of purchasing 41 buses per year over the past three

financial years is estimated to be just over $1 million.

Notes:

1. Cost of purchasing 41 buses per year at a price of: $231 000 (1994), $240 000 (1995)

and $248 000 (1996).

2. Repayment figure includes interest at 10 per cent and equal yearly repayments of

principal over 16 years. Repayments costed from mid-point of financial year.

3. Twenty year old buses are estimated to cost $0.25 more per kilometre to maintain

than new buses with estimated annual kilometres travelled of 57 000. There is an

additional average $5 000 per annum estimated cost for  structural repairs, including

removing rust, on older buses.

4. Estimated resale value of $20 000 per bus — assumes that an old bus is sold for each

new bus purchased and cash received in year of sale.
Source: The Department
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Beyond 1997

The bus reform program is at an early stage and is evolving. Its final form

is unclear and it is therefore difficult to predict the extent to which the cost

reductions can be sustained in the future. The Department’s ability to

sustain lower costs will be largely dependent upon the quality of its contract

management.

Some key issues that are likely to require the Department’s ongoing

attention include:

maintaining and updating the aging bus fleet;

managing contract negotiations and payment variations;

controlling fare evasion on buses; and

maintaining a competitive environment.

Managing and Updating the Aging Bus Fleet

The Department assumed ownership of the existing bus fleet from MetroBus

as an interim measure at the end of June 1996, only three months prior to

hand-over to private contractors. It took ownership so that it could place

tenderers on an equal footing and to enable new private operators to enter

the market without incurring high up-front capital costs.

The Department also recognised the strategic importance of keeping control

of the fleet so that it can ensure continuity of service in the event of an

operator being unable to do so. It also wishes to pay a regular and known

bus lease cost, rather than request irregular and large capital funding for

periodic bus purchases. The Department is therefore seeking to arrange a

contract, or contracts, for the:

sale and lease-back of the existing fleet; and

on-leasing of the fleet from the Department to the bus operators;

with the new private sector owner being responsible for fleet disposal,

acquisition and, possibly, maintenance.

The private bus operators are contractually responsible for fleet

maintenance although the Department is meeting ongoing costs for major

structural repairs, including the removal of rust from older buses. The
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Department will therefore need to re-negotiate the existing contracts with

the private operators to accommodate any changes to maintenance

responsibilities. MetroBus currently receives funding to undertake all

maintenance for the buses it operates.

The intended fleet management contract arrangements are expected to be

complex but their final form has not yet been determined. The tender does

not close until August 1997.

The Department conservatively estimates that it has an immediate need

for about 130 replacement buses and an ongoing need for about 60 per

year. This estimate makes some allowance for anticipated growth from

increasing patronage and providing more bus services. It also includes

provision for acquiring buses with better access for the disabled.

In the interim, the aging fleet has to be maintained and kept roadworthy.

The Department paid about $2 million to the private operators under a

three-month bus vehicle warranty offered from the contract start date.

The Department offered the warranty for a number of reasons, including

the age of the buses and the absence of a full bus condition assessment

prior to hand-over. The Department expects that the benefits obtained by

the private operators from the warranty period should sufficiently

compensate them for higher maintenance costs on the older buses until

the new replacements arrive. However, if replacement is further delayed,

the operators may seek financial compensation for bearing the

consequential costs.

The older Transperth buses are now reaching the end of their economic

life and face increasing maintenance costs as well as more frequent

breakdowns and disruptions to service. The level of future maintenance

costs is difficult to estimate as it is uncertain when, and how often, these

older buses will require repair. Both MetroBus, as previous owner, and

the Department have sought to defer major repairs on older buses, such as

body refurbishment and engine/drive train/transmission rebuilds, until

absolutely necessary. The aim being to minimise such expenditure until

new bus replacements arrive.
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All Transperth buses are required to undergo a mandatory annual

inspection, conducted by the Vehicle Licensing Division of the Department

of Transport. However aging buses do pose additional risks to service

reliability and, ultimately, to passenger safety.

The Department considers passenger safety and service reliability to be

paramount and is confident that effective maintenance programs can

manage these risks.

Managing Contract Negotiations and Payment Variations

The contracts are long term and have a degree of flexibility to cope with

changes to the current operating environment. The contracts provide for

annual reviews of rates and more frequent adjustments for fuel, wages

and government charges. The contracts also provide for the cost of improving

existing services and providing new ones to be paid for at the current agreed

contractual rate.

The Department may also need to negotiate payment for costs incurred by

operators in implementing changes to public transport policy. Operators

can also seek payment for increased management costs resulting from the

Department varying its requirements. Examples could include

departmental changes to service standards or reporting obligations.

Contract management will become more complex as the reform program

progresses with new contracts being added, and/or existing contracts

revised. The Department’s ability to sustain lower costs will therefore

depend upon:

the ongoing skills of its key managers in negotiating and managing

contract price adjustments; and

the continued development and refinement of its contract management

systems.

The private operators are paid a guaranteed price for the first twelve

months. It consists of a patronage payment and a tendered service charge

to perform specified services. The guarantee for patronage is to be removed

at the end of the first twelve months and an adjustment made to the revenue

kilometre rate component of the tendered service charge to reflect actual
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figures. The operator’s revenue kilometre charge is the operating cost to

provide an agreed number of bus kilometres. It includes fuel, wages and

maintenance.

The contracts allow operators to claim for increases in fuel costs based on

the movement in the Singapore spot price and the Australian to United

States dollar cross rate. The arrangement also allows the Department to

decrease the allowance for fuel in line with the spot price.

The formula for calculating movements in wage rates, while more complex,

is linked to award rates. The private operators and, to a lesser extent,

MetroBus have both reduced labour costs through introducing more efficient

work practices. These cost reductions have largely resulted from the

introduction of competition and should continue if competition is

maintained. However, any non-productivity based award increases, that

gets passed on from the operators to the Department, will increase costs.

Patronage Payments

The fares component of the Department’s guaranteed payment was based

on estimates of patronage within the contract areas. This was because the

creation of contract areas was new and the precise number and type of

passengers for the contract areas was not known. As a result, the first

twelve months are being used by the Department to establish baseline

patronage data on which future payments will be based. This is important

because the payment system is incentive based. Increases or decreases in

patronage after the first year will result in higher or lower payments.

The Department relies upon its Wayfarer ticketing system to measure

patronage. While able to measure cash sales and multi-rider validations,

the system cannot reliably measure cash ticket transfers. This is because

these transfers require the bus driver to make a manual entry that cannot

be verified. Cash ticket transfers, which are estimated to exceed 500 000

per month, could therefore be over or under recorded.

Operators will only receive incentive payments for increased patronage

arising from cash fares and initial multi-rider validations. Although the

contracts foreshadow an initial adjustment of patronage payments, the
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exclusion of transfer payments is not clearly provided for in the contracts.

This requires a contract variation, which is currently being finalised.

The Department is considering whether to purchase a more sophisticated

ticketing system that better meets the needs of the post-1993 Transperth

environment. Options include upgrading the current Wayfarer system or

moving to a different ticketing system.

Controlling Fare Evasion

The Department has estimated, based on a survey conducted in March

1996, that about 18 per cent of train passengers actively avoid paying fares

for their journey. The main forms of fare evasion include:

travelling without a ticket (7 per cent);

travelling on a ticket beyond the prescribed time or distance allowed

(6 per cent); and

travelling as a concession fare when not entitled (5 per cent).

Bus design makes travelling without a ticket more difficult than on a train

but the Department estimates, based on the 1996 train survey, that up to

11 per cent of passengers may be evading fares on buses.

Fare evasion on buses is not a new problem. However, since contracting,

neither the Department nor the private operators have been well placed to

control it. This is because only employees of MetroBus have the right to

issue infringement notices under current legislation. The Department has

made a submission to Cabinet to amend the Transport Co-ordination Act

1966 and fix this problem. The amendment has not yet been presented to

Parliament.

In the past, the MTT relied upon its inspectorate to police fares and provide

support to drivers when needed. This inspectorate was disbanded about

five years ago. The Department is negotiating a contract with MetroBus to

provide an inspectorate, which will combat fare evasion for the Transperth

bus system as a whole.
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Maintaining a Competitive Environment

In the tender process, MetroBus and the private operators were bidding

for a franchise to operate bus services in a given geographic area. After the

contracts were awarded, there is little price competition between operators

until the next round of tenders. The Department has sought to overcome

this to some extent by staggering the length of contract terms for different

service areas. The Department also intends to benchmark and compare

bus operator performance throughout the life of the contracts to further

develop non-price competition. There will also be further competition

between operators when bidding for new cross-contract area bus services,

planned in 1997–98.

The Department’s ability to maintain a competitive environment, and its

associated benefits, will affect the extent to which lower costs can be

sustained.

Recommendations

Legislative changes should be introduced to better enable the

Department and the private operators to control fare evasion.

The Department should:

continue to monitor bus maintenance on the aging bus fleet

to ensure that passenger safety and service reliability are

maintained;

negotiate and manage future contract payments and

variations to ensure that lower costs are sustained; and

determine the extent of fare evasion on buses and take cost

effective action to correct.
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Key Findings

The Department did not inherit reliable systems of monitoring

service quality from the MTT. Its own service reliability

monitoring systems are at an early stage of development and

are not yet able to reliably compare operator and system

performance. However the Department does have other means

of monitoring service quality, the most important ones being bus

presentation and those that provide input from passengers.

The Department has good data on passenger satisfaction from

annual surveys, which have been conducted since 1991. The next

survey, due later in 1997, will enable it to compare passenger

views of service quality by contract area, before and after

contracting.

The Department operates a decentralised customer complaints

system. It does not have a complete understanding of the number

and type of complaints that go to the Transperth 13 2213 enquiry

line or to the bus operators. Passengers may themselves be

unclear about where or to whom their complaints should be

made.

The Department’s main initial focus has been on successfully

managing the transition to the private operators. Available data

indicates that overall service quality has been maintained or

improved in some areas, examples being better standards of bus

presentation and fewer cancelled bus trips.
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Background

Prior to public transport reform, the MTT was responsible for:

setting service levels and standards;

managing service delivery; and

measuring the Transperth system’s performance.

The reform program made the Department responsible for setting standards

and measuring performance, leaving the MTT and other operators free to

focus on service delivery. The reform program also required the Department

to implement a self-correcting and self-administering public transport

system. A self-correcting system is one where the bus operators are offered

incentives rather than sanctions to provide a quality service in a cooperative

partnership with the Department. A self-administering system is designed

to minimise overhead costs and bureaucracy.

The Department, as the regulator and purchaser of services, has the

ultimate responsibility for managing the Transperth system for the benefit

of the State (Figure 7).

Figure 7: The Department is responsible for service quality

The bus operators deliver services to standards set by the Department. The Department

measures their performance and monitors customer satisfaction.

Source:  The OAG
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Different users have different information needs regarding service quality.

Passengers are interested in the quality of the services that they personally

use. Parliament is interested in the overall performance of the Transperth

system. The Department is interested in both and has a particular interest

in the performance of individual operators.

Regardless of the reporting focus, the performance of individual services is

the key to any measurement. For it is only by comparing the quality of

many individual services over time that valid and defensible conclusions

can be made about system or operator performance (Figure 8).

Figure 8: Monitoring the quality of service

Service performance is reported at a number of levels, by depot, operator or Transperth

system. Whatever the reporting focus, performance monitoring is dependent upon the

quality of data collected on individual services over time.
Source: The OAG

Putting Service Quality
into the Contract

Consistent with the contracting objective of tendering the same service for

less cost, the Department sought to formalise service requirements into

the new contracts. The contract quality criteria can be summarised under

three broad headings (Table 3).
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Reliability Fleet Presentation Customer Relations

trips not cancelled route numbers displayed complaints & inquires

buses not late destination displayed dealt with

buses not early buses are clean travel information

stops not by-passed correct bus colours and provided

markings ticket information and

correct routes taken approved advertising sales meet customer

material displayed needs

connect with trains, drivers neat (badges, lost and found service

ferries and buses uniforms) provided

extra services provided ensure safe trips

to prevent overloads

Table 3: Key service quality requirements specified under contract

The move to a purchaser/provider model, in which the Department bought services by

contract, required more detailed specification of service quality than had previously

existed.

Source: The Department and the OAG

The service quality requirements are broadly consistent with those

identified as important in annual passenger surveys. Some service

expectations, such as having a comfortable ride and being treated

courteously, are difficult to define and measure. Where possible, they were

expressed in general terms as a means of setting direction.
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In drawing up the contracts, the Department tightened service reliability

standards in that some:

previously implied standards were formalised, for example the

requirement not to depart early;

existing standards were made more strict, for example late trips defined

as three minutes late rather than ten; and

new penalties were introduced, for example the imposition of fines for

late or cancelled trips.

Not all aspects of service quality were transferred from the MTT to the bus

operators. Some were retained by the Department or managed under

separate contract. For example, responsibility for:

facilities management of common infrastructure, and the provision of

passenger information, was contracted to a private provider; and

the bus fleet passed to the Department, as an interim measure pending

outsourcing to a specialist fleet manager.

Other aspects of service quality, such as the provision of bus shelters, can

be outside the direct control of both the operators and the Department.

Keeping in Touch with the Customer

The Department purchases bus services on the behalf of all users, and

potential users, of public transport. The Department therefore has a

responsibility to look after user’s interests. As purchaser, however, it is at

arm’s length from passengers, who have more direct contact with the bus

operators. The Department therefore needs ways to overcome its distance

from passengers so that it knows the services it buys on their behalf are

continuing to meet their needs.

It currently does this in two main ways:

conducting customer satisfaction surveys; and

receiving, analysing and fixing customer complaints.

The Department is also looking at establishing a number of customer service

councils to give passengers more direct input into the development of their

public transport system.
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Customer Surveys

The Department undertakes annual systematic market research using a

representative sample of passengers. It has also pilot tested a self-

administered customer survey.

Systematic Market Research

The MTT used research consultants to obtain customer satisfaction data

on a system-wide and depot by depot basis. The surveys, now run by the

Department, have been conducted annually since 1991 and focus on public

transport users. Surveys of non-users are also conducted, but on a less

regular basis, with the most recent being commissioned in 1994.

The customer satisfaction surveys provide representative and

comprehensive data of the experiences and concerns of the public. They

have been professionally designed and their results have a statistical

validity — that is, the results measurably represent those of the wider bus

travelling public.

The Department was pro-active in commissioning the 1996 survey on a

contract area basis. The Department will be able to measure changes to

service quality, as perceived by public transport users, when the next annual

survey is undertaken later in 1997.

The surveys measure passenger satisfaction generally and specifically

include issues of reliability, bus presentation and customer relations.

Passengers see reliability as an essential feature of service quality. The

1996 survey found that about 80 per cent of respondents were satisfied

with the ‘punctuality of buses at their stop’. This level of satisfaction varied

between 70 and 90 per cent, according to contract area.

Self -Administered Passenger Surveys

The Department has also pilot tested a self-administered passenger

satisfaction survey. Survey cards were made available through different

outlets for passengers to complete and return. The aim of the survey was

to keep in touch with specific issues and supplement other means of

monitoring the performance of the bus operators.
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The pilot survey gave the Department passenger feedback about service

quality that could be matched to specific journeys. Passengers were asked

to rate aspects of service quality, such as reliability, against a four-point

scale — excellent, good, fair, and poor. They were also given the opportunity

to make comments or suggestions. The survey elicited a diverse range of

customer comments, some typical ones are shown in Table 4.

How Are We Travelling?

Reliability “Always on time”

“Buses are leaving earlier than stated”

Drivers & Staff “Bus driver was rude”

“Appreciate drivers waiting until passengers are

seated”

Information “Timetables missing”

Access “More buses [needed] on Sunday”

“Too hard to board buses with a child and pram”

Vehicle “Cleanliness of seats leaves much to be desired”

“More buses like this one”

Table 4: Comments made by passengers — December 1996 to January 1997

Passengers are invited to make comments and suggestions about bus services through

self-administered survey cards. While providing useful feedback about issues, self-

administered surveys cannot be reliably used to compare system or individual operator

performance.

Source: The Department and OAG

The main limitation of self-administered surveys is that the self-selected

sample is not representative. Although useful for identifying issues, these

surveys cannot therefore be used to determine how well the Transperth

system, or individual operators, are performing.
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Providing this inherent limitation is recognised, the quality of the data

obtained can be enhanced through survey design. For example, the rating

scale used in the pilot included the term ‘fair’ which could be interpreted to

mean either good, bad or indifferent, especially when used as the third

point in a four-point rating scale. Future surveys could use clearer terms

and perhaps a more balanced rating scale.

Customer Complaints

The way that customer complaints are handled is an important part of

overall service quality. Transperth bus passengers have a right to expect

that their complaints be promptly and effectively dealt with.

A well developed customer complaints system can also give the Department:

information about immediate problems that need to be put right;

a means of keeping in touch with passengers about broader issues that

can lead to improvements to the Transperth system as a whole;

an indication of how well differing operators are performing; and

a means of demonstrating that it is effectively discharging its

responsibility for managing Transperth bus services.

The contracts require the bus operators to maintain records of complaints

received and to act on them. This reflects the Department’s preference for

the bus operators to resolve complaints received about the services they

provide. Complaints and suggestions about the Transperth system are to

be referred to the Department.

A private company, Serco, manages passenger information under contract

to the Department. Serco answers the 13 2213 Transperth enquiry number

and therefore also receives customer complaints about Transperth. If it

cannot resolve them, it refers them to the relevant operator or to the

Department.

In addition to receiving complaints about its own bus services, MetroBus

still receives complaints about services that it no longer operates and

functions that it no longer performs. It refers these to the relevant operator,

Serco or the Department.
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The Department also receives complaints directly as well as those referred

by other parties. The Department records and tallies the complaints it

receives according to the issues raised. The data is analysed and the relevant

operator notified of the type and number of complaints.

At the time of the examination, the Department had not requested reports

of complaints received by the bus operators and Serco. Although the

Department attaches importance to customer complaints, it only has a

partial understanding of the number and nature of complaints made.

It is also likely that many passengers are unsure about where to lodge a

complaint or how to best make a simple enquiry, such as about lost property.

For example:

many passengers will not know the name of operator that runs their

bus service.

some passengers are unsure of the meaning of the terms Transperth,

MTT and MetroBus because the Department has not yet gained a high

public profile as the promoter, owner and supervisor of Transperth

services.

passengers may be referred to several parties before their complaint

is dealt with under the existing de-centralised system and may give up

or end up feeling frustrated.
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Figure 9: ‘I want to complain’

Irrespective of how well complaints were handled previously, the public used to know to

direct their complaints about poor bus service to the MTT. They now have many choices

and it is by no means clear as to whom, and where, they should direct their complaints.

Source: The OAG

The Transperth customer complaints system should:

be easy to understand and use; and

encourage passengers to make their concerns known.

A further way of encouraging dissatisfied passengers to complain is to widely

advertise the service standards passengers can expect, and invite them to

complain if these standards are not met. Passengers can also be invited to

comment when standards are consistently met or exceeded. Before

considering this next step, the Department would need to be satisfied that

its existing service standards met reasonable passenger expectations and

were achievable.
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The following example illustrates how one public transport company has

sought to empower its passenger by advising them of the standard of service

that they have a right to expect.

Empowering the Passengers—Public Transport in Oslo, Norway

The Oslo public transportation company (railways, trams and buses)

has a passenger’s guarantee including 12 statements. For example:

departures according to schedule, not late and not early;

passengers receive information before departure and during

transportation;

travelling should be a pleasant and clean experience;

the company pays when passengers are more than 20 minutes late.

Source: Responsive Government – Service Quality Initiatives, OECD 1996

The Department is currently considering alternative approaches to dealing

with customer complaints.

Departmental Monitoring of Service Quality

The reform program required the Department to implement a system that

was self-correcting and self-administered. The Department has included

both carrots and sticks within its contracts to make the system self-

correcting. The contracts contain provision for the Department to:

reward the private bus operators with incentive payments for increased

patronage; and

punish them for service unreliability by imposing fines for cancelled

and late trips.

The Department has sought to make the system self-administered, and

thereby contain its own overheads, by requiring the operators to report

cancelled and late trips on a weekly basis. If the operators know in advance

that they are going to cancel a trip, they are expected to inform the

Transperth passenger information line so that passengers who ring the

13 2213 enquiry line can be informed.
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The Department has also conducted its own monitoring of operator

performance by undertaking periodic surveys and more frequent spot-

checks. These surveys and spot-checks have focused on bus presentation

and reliability as specified in the service contracts. The Department has

sought to achieve a number of aims with its monitoring of bus presentation

and reliability, the main ones being:

to ensure a reasonably smooth service transition from MetroBus to

the private operators;

to engender a spirit of competition between all operators thereby

leading to continuous service improvements;

to check the accuracy of operator returns; and

to compare operator and contract area performance and, eventually,

Transperth system-wide performance.

Bus Presentation Monitoring

The Department systematically monitors bus presentation. Department

staff check about 25 per cent of each operators’ fleet once per month to see

whether they comply with presentation standards. Common breaches of

standards include drivers not wearing name badges, incorrect route

numbers being displayed and cluttered cabs.

Points are subtracted for each breach. Each type of breach is weighted and

the points lost totalled and averaged across the total fleet for each contract

area. By doing this, the Department aims to prevent operators focusing on

high value attributes at the expense of others. For example, the wearing of

name badges may not seem important but it helps passengers to identify

drivers, and operators to follow-up complaints.

The results of this monitoring have been provided to operators since October

1996 in monthly and cumulative graphs. Comparative operator results were

also provided and a competitive award system has been developed. By doing

this, the Department aims to encourage high standards of fleet presentation

and to engender a spirit of competition amongst operators.

The absence of a baseline precludes a firm conclusion but enhanced

specification, reinforced with regular monitoring, is likely to have improved

the overall standard of bus presentation since contracting.



Competition Reform of
Transperth Bus Services

39

Maintaining Service Quality during ContractingMaintaining Service Quality during Contracting

The results to date suggest that all operators are responding to bus

presentation monitoring with the private operators out-performing

MetroBus (Figure 10).

Figure 10: Results of cumulative fleet presentation monitoring – November 1996
to April 1997

The private operators are out-performing MetroBus in fleet presentation.

Note:

MetroBus Kalamunda figures have only been available separately from January 1997.

Prior to this they were combined with MetroBus Redcliffe.

Source: The Department

The way performance management data are reported needs careful thought,

particularly when publicly comparing operator performance. For example,

the Department’s reported monthly results for January 1997 gave the

impression of a massive gap, from 0 to 79, between the best and worst

performing fleets. However, an apparently large number of points lost did

not necessarily mean that a fleet was poorly presented overall. The 79

points lost by the worst reported operator in January resulted from only

five observed breaches during the month4 .

4 The number of observed breaches made by this operator in January was subsequently

found to have been overstated. The Department has adjusted its yearly accumulative

total of points lost accordingly.
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Bus Reliability Monitoring

Passengers see bus reliability as an essential feature of service quality.

Over 7 000 bus trips are scheduled each day and each passenger is concerned

with whether their bus is on time at their stop and at their destination.

Ideally buses should be neither early nor late and occasions when they fail

to run at all should be very few.

There is no reliable baseline against which to compare late and cancelled

bus trips before and after contracting within the contract areas. The MTT

did monitor and report its number of late and cancelled trips prior to

contracting but this data relied heavily upon unverified driver input.

Moreover, it did not distinguish the present contract areas.

The Department has taken a number of steps to ensure that reliability has

been maintained during the transfer of service to the private operators

including:

specifying and tightening reliability standards in the contracts;

modifying the 1996 annual passenger survey so that passenger

perceptions of reliability, and other service issues, by contract area

can be obtained when the 1997 survey is undertaken;

monitoring a range of operational performance indicators which can

lead to service unreliability, for example the rate of bus mechanical

breakdowns by operator;

requiring operators to maintain their own service reliability data and

report the results weekly to the Department; and

undertaking spot-checks and periodic monitoring of service reliability.

An indication of overall system reliability can be obtained by comparing

the number of cancelled trips reported by MetroBus prior to contracting

with the number of cancelled trips reported by all operators, including

MetroBus, since contracting (Figure 11). If the impact of industrial disputes

at MetroBus is discounted, the figures show an improvement.
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Figure 11: Estimates of cancelled trips for 1995–6 and 1996–7

Except for strikes, operator returns indicate that fewer trips have been cancelled since

contracting.

Note:

Industrial action at MetroBus accounted for 240 cancelled trips in January 1997 and

776 in February 1997.

Source: The Department of Transport, MetroBus and the OAG

The Department monitors the weekly operator reports and compiles the

data into a monthly record. The Department has also commenced an audit

of the Wayfarer ticketing system to check the accuracy of the private

operator’s reporting of cancelled trips since contracting.

Since January 13, 1997, the Department has used the weekly operator

reports to impose $300 fines for cancelled trips. A total of $312 300 in

fines, representing 1041 cancelled trips, had been imposed on operators to

the end of February 1997. Ninety eight per cent of fines (1 016 trips) were

imposed on MetroBus. Most of these were a consequence of industrial action.

The Department also has the authority to impose fines for late trips but is

not intending to do so until it develops more sophisticated systems to

monitor them.
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The Department commenced its own service reliability surveys in March

1996. The surveys sampled up to 200 trips from over 208 000 scheduled

trips per month. These surveys had an operational focus in helping to

successfully manage the transition. They were not designed as a reliable

method of verifying operator returns or comparing operator and system

performance over time. The Department is obtaining external professional

expertise to address this need.

Early Service Improvements

The Department has found that many routes and schedules need updating

to account for changes to roads, traffic patterns or usage.

The Department has therefore encouraged operators to take a fresh look

at how best to provide existing services. The Department intends to track

the efficiency and effectiveness of the contract operators’ efforts by

developing a set of indices. An efficiency index will track route

rationalisation, increased contract area coverage and cost. An effectiveness

index, focusing on improved patronage, will also be developed.

Reviewing Bus Services

Passengers seek logical direct routes, easy to understand timetables and

predictable schedules. As a result of much modification, some services now

follow circuitous routes and the schedules no longer follow a predictable

pattern.

Table 5 shows an extract of an irregular and difficult to remember timetable

currently under review. Although somewhat constrained by the need to

connect with trains, there is scope to provide easier to remember and more

regular departure times.
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Route Departure time– Time Between Arrival Time–

Morning Departures (mins) Connecting  with Train

326 5.07 – 5.25

326 5.40 33 5.55

334(1) 6.14 34 6.40

326 6.37 23 6.55

326 7.26 49 7.49

326 7.42 16 8.05

326 8.18 36 8.41

326 10.07 109 10.26

326 11.07 60 11.26

Table 5: Extract from a bus timetable (Currently under Review)

Route timetabling can be unpredictable and difficult to remember. Passengers prefer

easier to remember departure times, such as 5.05 instead of 5.07, and more predictable

intervals between services.

Note:

(1) The 334 is an extension of the 326 service that only runs once on weekday mornings

but more often on weekends.

Source: The Department and the OAG

The Department considers that resources can be freed-up for more effective

use by eliminating unnecessary duplication and waste (Figure 12).

All operators are reviewing their service areas to free up resources to extend

or add new services (Figure 13).
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A review of the Mandurah to

Kwinana and return services

revealed that the 820 service,

carrying only eight to ten students,

was duplicated by the 117 service.

The bus servicing the 820 route has

been transferred to a more needy

route and its students now use the

117 bus.

Two buses ran from Mahogany Creek to

a local high school. One service ran direct

to the high school, the other via a

Glenforest school. Both buses made the

initial run to Mahogany Creek empty

(‘dead running’).

By deleting the direct service and

expanding the first, a bus and driver was

released for use elsewhere. This reduced

dead running by about 12 kilometres per

school day which should save about $3

200 per annum.

Figure 12: Examples of the elimination of waste and duplication

There is scope to better utilise existing resources by eliminating unnecessary waste and

duplication. The Department expects that the many changes, small as well as large, will

add up to global improvements in Transperth.

Source: Bus Operators and the OAG
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Figure 13: Updating bus routes

Small changes to route design have resulted in greater frequency and increased patronage.

Source: The Department and the OAG

A 40 per cent increase in patronage has been achieved using existing

resources on three routes in the Rockingham area. Service frequencies have

been increased and some departure times adjusted to more regular

intervals. A modest redesigning of the 118 and 121 services and the

introduction of an additional 112 service, using freed-up resources, achieved

this.

Although some complaints were received as a result of these changes, the

Department believes that examples such as this demonstrate that the long

term decline in bus patronage can be turned around.

Passenger Information

An integral part of customer service is to ensure passengers can get the

timetabling and route planning information they want. Passengers can

get this information from timetables, drivers and by ringing the Transperth

13 2213 enquiry number.

Services in 1996 Services in 1997

121

121

118
118

112

Altered Route

New Route
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The telephone enquiry service used to be run by MetroBus, using

experienced ex-bus drivers who had a detailed knowledge of the Transperth

system. The Department contracted this service out to a private provider

in December 1995. The private provider re-engineered the existing process

by making greater use of available technology.

The Department used telephone records to identify the MetroBus standard

for answering calls prior to tendering and found that 48 per cent had been

answered. The Department raised the required standard for the new service

provider in two steps to 90 per cent. The required standard has been

achieved or exceeded, except during heavy work periods corresponding with

industrial action by MetroBus drivers (Figure 14). The technology in use

has the potential to provide further benefits in the future, such as enabling

passengers to make direct on-line enquiries and do their own route planning.

Figure 14: Telephone enquires answered

The standard for answering telephone enquires had been raised by the Department and

met by the contractor.

Note:

The comparison between MetroBus and Serco has been made over the same calendar

period for consecutive years.

Source: The Department and OAG
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Recommendation

The Department should:

provide more guidance and encouragement to the public

to lodge complaints when service standards are not met;

develop a more integrated and comprehensive approach to

recording and actioning customer suggestions and

complaints; and

further develop its approach to assessing the performance

of bus operators and the overall Transperth bus system as

a whole.



BUS REFORMBUS REFORM

48

Auditor General WA

AppendicesAppendices

I Public Bus Transport—Purchaser/Provider Model

BEFORE

AFTER

Metropolitan Transport
Trust

• Regulator and Policy-
maker for Transperth

• Bus Operator
• Owner and Managed Bus

Fleet and Infrastructure

MTT

Policy-maker for Transperth
Bus Operator
Bus Owner and Manager
Infrastructure and Manager
Timetable Scheduler

Passenger Information
Management

(Serco)

MetroBus Private Bus
Operators

Facilities Management
(Serco

Bus Fleet
Financier

Bus Fleet Manager

DEPARTMENT OF
TRANSPORT

Purchaser/
Regulator



Competition Reform of
Transperth Bus Services

49

AppendicesAppendices

II Bus Contract Areas Established for Competitive Tendering

Contract areas
1 Armadale South 6 Marmion 11 Kalamunda
2 Joondalup North 7 Wanneroo 12 Cockburn
3 Midland 8 Rockingham 13 Fremantle
4 Southern River 9 Mandurah town service 14 Morley
5 Canning 10 Perth Central Area 15 Claremont/

(not shown) Shepperton

1

2

3

4
5

6

7

8

9

11

12

13

14

15 15

Joondalup

Stirling
Morley Midland

Armadale

Fremantle Canning

Rockingham

Areas serviced by Private Operators

Areas serviced by MetroBus under contract

Areas serviced by MetroBus under non-competitive arrangement

Strategic Regional Centres
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III Savings From Public Transport Reform—July 1993 to June 1997

 Year 1992–93 1993–94 1994–95 1995–96

Item $ m $ m $ m $ m

Labour costs 82.5 84.2 73.5 69.8

Bus Maintenance 4.3 3.6 4.1 4.2

Fuel, Oil, Tyres, etc. 12.9 13.0 12.6 13.6

Debt servicing 27.1 26.9 27.5 13.8

Other expenses 17.2 13.3 13.4 11.6

Total (Actual)(1) 144.0 141.0 131.1 113.0

Total (indexed)(2) 150.9 144.4 133.9 113.0

1993 to 1996 Gross Cost Reduction (Indexed) 37.9

Less Functions & Liabilities Transferred to the Department (1995–96 costs)

Debt Servicing(3) (9.9)

Public Transport Co-ordination(4) (2.6)

Passenger Information(5) (2.3)

Midland Contract(6) (1.6)

Plus Cost of Additional Bus Services Provided (7) 3.0

1993 to 1996 Net Cost Reduction (Indexed) 24.5

Estimate of MetroBus Operating Cost Reduction July 1993 to June 1996 (constant
1996 dollars).

MetroBus reduced its costs, in real terms, from about $151 million in 1992–93 to $113

million in 1995–96. After allowing for functions and liabilities transferred, and for

additional services provided, the real level of cost reduction was about $24.5 million.

Source: MetroBus, the Department and the OAG

Notes:

(1) 1992–93 actual costs adjusted for full year impact of northern rail line.
(2) Costs indexed to 1996 dollars using a deflator for government final consumption

(Western Australia) provided by the WA Treasury.
(3) Interest and depreciation charges on common user infrastructure such as bus stations.
(4) The cost of running the Department’s metropolitan transport division.
(5) Passenger information and ticketing system maintenance now purchased by the

Department under contract.
(6) Bus services for the Midland Contract Area provided by a private operator from

January 1996.
(7) Cost of providing additional bus services and changes to the operating environment

over the period (based on Departmental estimate).
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Item $ m $ m $ m

Actual 1992–93 Costs (from previous Table) 150.9

Projected 1996–97 Costs[A] 124.3

ADD Transition Costs[B] 2.6

LESS Extra Service & Govt Charges[C] (6.9)

Comparable 1996–97 Costs 120.0

Net Cost Reduction 30.9

[A] Projected 1996–97 Costs

MetroBus 1996–97 adjusted budget (i1 59.9

DOT                  Private Bus Operators i2) 28.2

MetroBus Competitive Contracts (3) 4.6

Passenger Information (4) 2.3

Facilities Management (5) 2.4

DOT Coordinators Office (6) 3.4

Bus Insurance and Licensing (7) 2.2

Bus Refurbishment and Gas Conversion (8) 1.0

Debt Servicing (9) 20.3 64.4

124.3

[B] Transition Costs

Redundancy, Transfer and Redeployment (10) 0.9

Maintenance Warranty (11) 1.0

Interest on borrowings to fund transition (12) 0.7

2.6

[C] Extra Service & Govt Charges

New Bus Services (13) 3.5

 Improved CAT Service (14) 1.5

New Tax (TER) (15) 0.7

Increases in Govt Charges (16) 0.9

Fleetwest Hire (17) 0.3 6.9

Estimate of 1993–1997 Cost Reduction (constant 1996 dollars)

The cost of providing a similar level of Transperth bus services is estimated, in real
terms, to be $30.9 million less in 1996-97 than it was in 1992-93. This represents a cost
reduction of about 20 per cent made in four years as a result of public transport reform.

Source: The Department, MetroBus and the OAG
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Notes:

All costs in actual 1996–97 dollars or indexed using an implicit price deflator for

government final consumption (Western Australia) provided by the WA Treasury.
(1) MetroBus 1996–97 budget excluding bus leasing costs ($7.5m) and costs of providing

competitively awarded services (see note 3). This budget figure includes the cost of

providing all bus services, excepting Midland, for first three months and the cost of

providing about half of Transperth bus services for the remaining nine months.
 (2) The contract price paid to the private operators. This amount is part year (nine months)

only for all contracts except Midland.
 (3) MetroBus competitively awarded contracts include Joondalup North ($1.5m),

Armadale South ($0.6m) and CATS (MetroBus $2.1m; other parties $0.4m).
(4) Passenger information and ticketing system maintenance provided under contract to

the Department.
(5) Common-use facilities (bus stations) facilities management provided under contract

to the Department. Includes building maintenance and utility costs.
 (6) The cost of running the metropolitan transport division within the Department.
 (7) Bus Insurance and Licensing costs.
(8) The Department’s estimated costs for major bodywork repairs to older buses ($0.5m)

and ongoing program to upgrade a portion of the bus fleet to use compressed natural

gas ($0.5m).
 (9) Interest and depreciation charges on the bus fleet and common user infrastructure
 (10) Costs of $9 million incurred in the transition from public to private operators—

principally redundancy and redeployment costs. These cost have been amortised over

ten years — the contract terms range from 5+5 to 7+6 years. Costs incurred in

managing the competitive tender process are included in the Coordinator’s Office

budget (Note 6)
(11) The Departmental incurred a $2 million maintenance expense to cover a warranty

period of 3 months offered to the private operators on commencement of contracts.

This warranty payment was intended to part compensate the private operators for

the higher maintenance costs of operating an aging fleet. It has therefore been treated

as a transition cost and amortised over two years.
(12) Interest on borrowing to fund transition costs.
(13) The cost of new and additional bus services added to the bus network. (Department’s

estimate).
(14) Additional cost of new CAT service, which include service improvements over previous

Clipper Service such as electronic tracking and better access for the disabled.
(15) The introduction of a Tax Equivalent Regime (TER), consistent with national

competition policy, which imposes Sales and Income Tax on Government Trading

Entities. This was a cash payment that came out of the public transport budget without

supplementary funding.
(16) Increases in fuel excise, heavy vehicle licence fees and passenger seat tax.
(17) Fleet cars previously purchased out of separate capital funds - now leased from the

Transperth operating budget.
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1994 Tabled

Utilisation of School Facilities in the Metropolitan Area March 24, 1994

Grants to Non-Government Organisations
Pastoral Leases
Records Management
Purchasing May 11, 1994

Public Hospital Waiting Lists Information: Waiting Times – The Real Issue October 19, 1994

Financial Assistance to Industry
Public Rental Housing
University Consultancy Services November 3, 1994

1995

Legal Aid Commission April 5, 1995

Police Department Operations Centre May 4, 1995

Management and Control of Minicomputer–based Systems in
  Western Australian Government Agencies May 23, 1995

Management of the Public Bank Account Investments August 23, 1995

Value for Money in TAFE August 30, 1995

Public Sector Travel
Corporate Card
Cabcharge Facilities September 19, 1995

Hospital Emergency Departments November 1, 1995

Contracting for Services November 22, 1995

Public Dental Services December 6, 1995

1996

Improving Road Safety May 1, 1996

The Internet and Public Sector Agencies June 19, 1996

Under Wraps! – Performance Indicators of Western Australian Hospitals August 28, 1996

Guarding the Gate – Physical Access Security Management within the
  Western Australian Public Sector September 24, 1996

For the Public Record – Managing the Public Sector’s Records October 16, 1996

Learning the Lessons – Financial Management in Government Schools October 30, 1996

Order in the Court – Management of the Magistrates’ Court November 12, 1996

1997

On Display – Public Exhibitions at: The Perth Zoo, The WA Museum and

  The Art Gallery of WA April 9, 1997

On request these reports may be made available in an alternate format for those with visual impairment.


