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ITEM CA10

CABINET - 20 MARCH 2007

FUNDED TRANSPORT SERVICES - BEST VALUE REVIEW

Report by Head of Transport
EXECUTIVE SUMMARY

1. The Review has examined three service areas:

· Schools Transport: managed by the Children, Young People & Families Directorate, with an annual expenditure of approximately £14m.

· Subsidised Public Transport: managed by the Environment & Economy Directorate, with an annual expenditure of approximately £4m. 

· The Special Transport Service: managed by the Social & Community Services Directorate, with an annual expenditure of approximately £3m. 

2. Good progress has been made over the period of the Review by the integration of the Schools Transport and Social & Community Services teams. This has brought improved control of annual expenditure and introduction of good management practice.   Spend (adjusted to 03-04 prices) increased by £1.4m in each of the two years prior to the changed management structure.  In 2006-07 that increase has not only been reduced but has been turned around to achieve a reduction in spend of £0.3m. Also, the Public Transport team has contained the annual cost of subsidising bus services in the County.

3. Opportunities are presented here to introduce or pilot activities in 2007-08 to deliver savings and efficiencies.  They involve some contentious issues, but are considered possible in the short term if there is political support to take them forward.
4. Schools Transport is projecting a balanced budget, including achieving efficiency savings, in 2007/8.  However the overall budget pressures on the Council for 2007-08 are considerably in excess of the potential savings identified within the Services and in this Review. Continued resolution of financial pressures through approaches involving service reduction will compromise the Council’s policies to encourage greater use of bus transport and to reduce the number of cars used on journeys to and from school.

5. SCS Transport intend to manage pressures within existing budget provision in 2007-08. However cabinet need to be aware that this is highly unlikely to be possible in future years without reducing service levels or putting users at unacceptable risk.
6. The Council will need to meet new duties set out in the Education and Inspections Act 2006, and introduce the flexibility required to respond to changed patterns of travel arising from Extended Schools. Carbon management will grow in importance as a criterion against which both government and electorate assessing the provision and/or efficiency of transport services.

7. In order to develop the capabilities needed to deliver the future agenda, there is an opportunity to build on the co-ordinated approach already taken by CYP&F and S&CS, by extending integrated team working into the public transport area. Improved procurement processes are also identified through which efficiencies can be found, and new ways of working introduced.

Introduction & Methodology

8. This document outlines the purpose of and recommendations arising from the Best Value Review of Funded Transport Services. These will be considered at the following meetings:

1 March 2007 – Corporate Governance Scrutiny Committee

20 March 2007 – Full Cabinet 

9. The Review has examined three service areas:

Schools Transport, managed by the Children, Young People & Families Directorate, with an annual expenditure of approximately £14m.

Subsidised Public Transport, managed by the Environment & Economy Directorate, with an annual expenditure of approximately £4m. 

The Special Transport Service, managed by the Social & Community Services Directorate, with an annual expenditure of approximately £3m. 

10. The initial impetus for a review arose from:

-
Reported overspending against the Schools Transport and Subsidised Public Transport budgets. 

-
The targeting of all Local Authorities to make 2.5% efficiency savings, by demonstrating improvement in outputs versus inputs.

-
A wish to demonstrate, as part of the Council’s response to the government’s School Travel Action Plan initiative, how different service areas contribute across the broad range of Council policy, including all aspects of how children travel to school.  

11. It is customary to vest sponsorship of a project in a single individual or team, to ensure clarity of leadership and focused accountability for delivery of recommendations. In this instance the Review was carried out under the shared sponsorship of the Director, Children, Young People & Families, the Director, Environment & Economy, and the Director, Social and Community Services. This was to allow each Director to demonstrate personal ownership and commitment when working with their senior management team to develop detailed action plans for delivery of recommendations, and help guard against the extended implementation timescales associated with some previous Best Value Reviews. 

12. A Review Group met from April 2005 to January 2006, with representatives from each of the service area Directorates, Democratic Services and Corporate Procurement. These meetings also involved Elected Member representation from the Corporate Governance Scrutiny Committee. A methodology was adopted which addressed the 4 “Cs”, in line with the principles of Best Value:

· Challenging why and how a service is being provided.

· Comparing performance with others’ (including the private and voluntary sectors). 

· Embracing fair competition as a means of securing efficient and effective services. 

· Consulting with local taxpayers, customers and the wider business community.

13. Previous reviews were studied, to avoid unnecessary duplication with recent work and to confirm that their recommendations had been appropriately discharged. Particular emphasis has been placed on the extent to which we understand customer and stakeholder requirements, including wider Council and governmental policies and agendas. Comparisons have been made with how other authorities procure and/or provide service, and with industry best practice in transport operations and management.
14. In February 2006 CCMT considered an outline of stage 1 of the Review, which gave a Current State analysis of the three service areas involved. A further paper was presented to CCMT on 20 April 2006, with initial proposals and recommendations to address identified current state weaknesses, an assessment of financial benefits arising from the actions proposed, and cross-directorate “virtual team” organisational arrangements to ensure their delivery.

15. CCMT recognised, however, that further work was required in a number of areas to ensure the robustness of the proposals and their acceptability to Members, that action plans had the full buy-in of the Directorates charged with delivering them, and that financial outcomes were fully tied in to the annual budget process – leading to a clear year by year view of expenditure in the service areas over the medium term planning period. Also, it was recognised that action had already been taken to introduce integrated working in two of the three service areas, in order to tackle acknowledged weaknesses in Schools Transport.
16. Following discussions with CCMT and the Corporate Governance Scrutiny Committee, it was agreed that this final report should: 

· Set out a resume of work done, in the form of an Executive Summary.

· Briefly describe each area of funded transport in scope, and set out the baseline Current State analysis of each area carried out in 2005. 

· Identify OCC policies, legal requirements and duties which bear on funded transport, and consider options for addressing and prioritising them.
· Identify potential for greater integration in providing funded transport services.  

· Present a range of costed options for future direction and performance, with recommendations. 

· Identify fast track improvement opportunities, to allow financial benefits to be realised in year 1 (2007-08).

· Contribute to the Council’s efficiency target. 

· Suggest appropriate management and organisational arrangements. 

17. A summary of recommendations is attached at Annex 1 to this report. Where reference is made to information or supporting analyses being annexed, these are contained in a separate document deposited in the Members’ Resource Centre in County Hall.

Current State Review

18. For each service area, a current state review carried out in 2005-06 examined:

· Trends and forecasts for customer numbers and costs.

· Clarity of objectives and targets. 

· Performance against appropriate operating indicators and ratios. 

· Synergy or conflict with the other service areas

· Relevant political, economic, social and technological considerations.

· Current strengths and weaknesses, future opportunities and threats. 

19. Summary SWOT analyses of the conclusions for each service area are annexed.

Overall Financial Overview

20. Current expenditure across the three service areas amounted to just over £21m. Five years ago it was £15m, and forecasts now indicate a trajectory leading to about £27m in five years time (all expressed at constant 2006 prices). 

21. Contributory factors underpinning these trends were an above-inflation rises in the costs of providing and procuring transport, not always fully allowed for in setting annual budgets; a steady and consistent rise in the number of formerly commercial bus services declared uncommercial by operators, and requiring subsidy to continue (This trend has now levelled off); a low number of bidders for public transport contracts (average of 1.37 bids per contract), resulting in an unsatisfactory level of competitive pressure on rates and a wide variance in the average cost per pupil of school transport contracts across the county.

Special Transport Service

22. Professional fleet management expertise and proactive supplier relationships contribute to provision of quality services to clients, coupled with sound financial control. The ability of the service to move forward is hindered by outdated or inappropriate ICT support, physical constraints on “own fleet” expansion, and lack of progress in developing partnerships with other potential service providers. 

Subsidised Public Transport

23. The process for reviewing and managing subsidised services has been subject to several reviews; in addition to the earlier cross-cutting Best Value reviews, there was an Executive-Commissioned Scrutiny review into this service alone in 2002-03.   Only minor incremental changes were made to the formalised four-yearly area review process, which has remained unchanged in its essentials since the 1980s.   There are no defined objectives or measures of success for the subsidised network, though recently there has been a demonstrable focus on capping the rise in annual expenditure.

24. There is clear and comprehensive management information about how much subsidy is paid for each individual service, regularly updated. The availability and quality of data in other areas is much less satisfactory. Given the shortcomings in data available from operators, collection of usage information relies on sending employees to travel on buses and record passenger data, carried out twice on each journey towards the end of each four-year contract period. This only provides a snapshot, and does not supply information in sufficient quantity or quality for effective management decision making. Customer satisfaction and preference information is also not systematically collected.

25. The review process relies heavily on consultation with user representatives and local Members, and the final decision on subsidy for each individual service is taken by elected members, currently in the Transport Implementation Committee. This process is enshrined in the newly published Bus Strategy. Officers present to consultees and Committee a number of different costed options for each service, but it is hardly surprising that this focus on user and political preference rather than service data tends to lead to decisions favouring the status quo.  This often includes continued provision of services whose subsidy cost is high relative to passenger numbers. 

Schools Transport 

26. In recent years the cost of providing Schools Transport has steadily risen, requiring regular budget supplements. Attempts to regulate expenditure have focused on changes to the charging framework and discretionary provision.

27. The initial analysis in 2005 found that overall financial information and control had been weak, though there had been recent improved reports of expenditure against budget. The EMS system was insufficiently utilised by staff, and not used to produce regular, non-snapshot reports of how many pupils had been allocated places, and their entitlement status. Other than budgetary, there were no defined objectives or measures of success for schools transport. Non-financial management information was either of poor quality or absent. The team involved at the time was too small to do anything other than focus tactically on day-to-day issues. The 750 contracts were not managed as a network – reviews taking place via the same formalised 4-year area review process as for Subsidised Public Transport. A major deficiency was the absence of data on numbers of pupils actually using services, as opposed to numbers entitled to use them. 

28. The last Best Value Review to examine Schools Transport (in 1999) had recommended that the Special Transport and Schools Transport teams be amalgamated to allow pooling of expertise, especially in the procurement of taxi services for SEN pupils. This recommendation was not proceeded with at the time, but an Integrated Transport team and new management arrangements were put in place in 2006 at the time of Directorate realignment. It has already made very significant improvements in management and control of costs.

29. Since April 2006 the Integrated Transport Board and the new management team have set in place a systematic reorganisation of staff to focus on quality of service, new approaches to procurement (with support from the County Procurement team), improving management systems (with an emphasis on financial management) and more robust approach to the market.

30. In its first year the new arrangements, have had significant success in addressing all these areas.  The graph below shows that spend (adjusted to 03-04 prices) increased by £1.4m in each of the two years prior to the changed management structure.  In 2006/07 that increase has not only been reduced but has been turned around to achieve a reduction in spend of £0.3m. There is continuing uncertainty about the cost implications of new legislation and continued inflation as well as concerns about a fragile new team structure that needs to be “bedded in”. There is, however, every reason to suppose that changes in procurement and a range of management actions already in train will continue to result in a significant downward pressure on expenditure enabling efficiency savings to be achieved.  
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Review Stage 2:  Way Forward, Short Term

31. Current indications are that OCC will face considerable pressure on its budgets if expenditure targets for 2007-08 are to be met. Accordingly, CCMT has required this review to identify 2007-08 financial benefits across all Funded Transport service areas. In order to ensure appropriate ownership and delivery of proposals, action plans with costed options & recommendations will need to be drawn up by the Integrated Transport Unit. 

32. Work has been carried out to identify areas that offer the best prospects for short term financial benefits to be realised. The remainder of this section discusses these areas, and assesses them as RECOMMENDED or NOT RECOMMENDED for further development. What is now required is for updated, detailed proposals to be prepared for presentation to Cabinet or Cabinet Member Decisions as appropriate. 

33. The description below contains an indicative assessment of potential benefits, in most cases extending over more than one financial year. However in order for these benefits to be derived, members will be required in many cases to choose between one or more policy objectives at the expense of others. A number of key policy / directional decisions will be needed from Cabinet or Cabinet Member Decisions to allow deliverable options to be prepared. These policy considerations are discussed further in section 4. 

34. To help assure the deliverability of these proposals, areas of risk have been identified and wherever possible mitigated. Piloting and/or exercises to validate data will be undertaken before full implementation of new approaches. On the financial side, care has been taken to derisk forecast benefits by using conservative planning estimates and assumptions in the first instance, and then reducing planned full year savings by an additional contingency factor. It is acknowledged that the analysis and calculation of benefits makes use of uncertain management data, some of which will require validation. To take account of these uncertainties, the financial outcomes shown here are appropriately cautious, and corporate financial officers have validated the approach.  

Revisions to the subsidised public transport network based on cost per journey.

35. In June 2006, 21 services were identified for which the subsidy per passenger was estimated at over £3.00, and the total annual subsidy cost was £497k. Details of the services identified, and all others referred to in this section, are annexed. 

36. 5 further contracts were identified as having the lowest remaining patronage levels as recorded by passenger surveys. Each only carried a small number of passengers, but at a total subsidy cost of around £52,000 a year.   All the contracts have been reviewed within the last four years, and their continuation agreed by Committee in knowledge of the high subsidy per passenger and/or low usage level.  

37. It has to be said that our data on patronage has limitations – being derived from an infrequent snapshot survey (itself costly to carry out), rather than from a systematic and continuous source of management information. Nevertheless it is currently the only data we have, and subject to validation in each case the data indicates an opportunity to reduce subsidy payments by £549k annually, through no longer supporting services which offer the poorest value in terms of cost per user, and/or are least used. This would result in withdrawal of service for approximately 800 journeys daily, around 0.5% of total daily bus journeys in the county. This would represent a conscious step away from justifying funding of services to communities on grounds of social inclusion or other non-commercial factors.

38. There is clearly a need to work with operators to promote more use of bus services that are becoming or have become uncommercial.   This is in the interest of all parties, including passengers.   Eight services receiving annual subsidies of £385,000 but with low subsidy per user have been identified as having potential for joint development and promotional activity.  The target would be to increase passenger numbers and make the services subsidy free. Given that this is as yet an unexplored area of activity for OCC, it would be prudent to estimate the potential full year benefits from reduced subsidy as no more than £175k at this stage.

39. In Star Chamber discussions about service budget levels for 2007-08, the Head of Transport has indicated the potential for full year savings of £1300k by year 4, partly as a result of a change to deciding provision policy on a value for money basis, which would set an upper limit for the cost per passenger journey. Varying levels of saving can of course be achieved depending on the level at which the bar is set – though with the penalty of an increased likelihood of adverse reaction to service withdrawals if such proposals are considered purely on their own terms, and not as part of a package offering benefits in other areas. Section 4 of this Review identifies possible components of such a package.

40. It is recommended initially as a trial to Base schools transport at schools, instead of buying high cost per pupil smaller sized contracts from external operators. Details of the propositions referred to in this section are annexed.  

41. A study earlier this year showed that 457 pupils from 41 primary schools were being transported to & from school via 49 smaller external bus contracts, at a cost of £1018k pa. This equates to £9.35 per pupil per operating day, more than double the county average rate of £4.60. 

42. If all these schools operated the services themselves, with OCC-sourced, owned and managed minibuses, annual costs to OCC would be approximately £400k, and annual benefits approximately £300k. 

43. A similar study relating to 16 secondary schools indicated potential annual benefits of around £200k.

44. For both propositions, sourcing drivers is the critical success factor, together with the management & admin load on schools and how to ensure absolute reliability for children through a system based on volunteers. Volunteers from the school or the community would be needed for the full financial benefits to be derived, though the estimates allow for a level of financial supplement where this is not possible.  A number of schools, in discussions about their school travel plans, have indicated a willingness to explore operating in this way – as indeed a small number in the county already do. This represents an opportunity to involve Community Transport organisations in a “bottom up” solution to local transport needs, based on transporting pupils to and from school, though it has to be said that existing experience with voluntary organisations shows them to have difficulty in covering their own services in some locations.

45. It is recommended to Make the best use of service buses for schools transport by issuing bus passes to pupils, rather than providing contracted transport for pupils living on bus routes.

46. Service buses are used extensively by school pupils in Oxford city, and to a lesser extent elsewhere in the county. There is already an attempt to ensure use of buses for school transport when reviewing subsidised services. However, this has rarely been productive and there appears to be only limited scope for this development. Indeed County Procurement Officers suggest that the letting of school contracts should be decoupled from public transport as there is little crossover and better targeting of contracts would be possible. Until now, the internal OCC view has been that operators and existing customers would not favour peak-hour services being crowded out by low-revenue school pupils. This is an area for some further exploration but discussions so far have not revealed a great potential. This should not be compared with Oxford City where bus services are much more frequent so the proportion of children on any one bus is low. It is also the case that in the city children do not live more than 2 miles from school. So journeys are short and a high proportion walk, use bicycles or, inevitably, travel by car.

47. There may be some limited scope for a more directive approach to be taken with operators, including modifying timetable requirements so that all 5-day subsidised services will only be subsidised if school pupils are carried. This will avoid instances where OCC pays a subsidy for bus services and then buys further contracts to carry school pupils over the route. 

48. It is recommended to keep under review revisiting opportunities for the Social & Community Services in-house fleet to operate smaller school bus & taxi contracts. 

49. Early in this Review a number of comparatively expensive taxi and smaller bus contracts for school pupils were identified as possible candidates to be operated by OCC’s in-house fleet, based on existing location of the vehicles. However analysis of vehicle utilisation revealed only very limited potential to take on such contracts, given the pattern of trips to day centres and other S&CS locations. 

50. The Special Transport Services fleet consists of around 120 vehicles, many of which are estate car or small minibus types based at Residential and Day Services around the county. At first sight, these vehicles (and their drivers) are well suited to carriage of SEN pupils, many of whom are currently transported using expensive taxi contracts. However the staff that drive these vehicles are day service workers who have commitments to the Day Service, and the work undertaken in exploring this option clearly demonstrated that it would not be possible for them to undertake this work without significant disruption to S&CS. Moreover, Day Services are now almost entirely community based, without a single location/base. 

51. In conclusion, the opportunities that appeared to present themselves early in this Review are not there now. Nevertheless, the cost of smaller school contracts is such that it is recommended that OCC regularly revisits & explores the opportunities for improving the utilisation of these S&CS vehicles. 

52. It is not recommended to withdraw concessionary places for unentitled pupils.

53. There is no clear understanding at present of the implications of a “minimum transport” option, which quantifies the cost of OCC only carrying pupils who are entitled to free transport under distance criteria. Current information about pupils carried shows the following:

Mainstream

Statutory (carried free)
9218

Concessionary
1634

Total
10852

SEN

Statutory (carried free)
768

Concessionary (post 16)
96

Total
864

54. Only carrying entitled pupils would therefore result in 1730 fewer pupil places being provided, around 15% of the total. Using current average pupil costs per day, the notional cost of providing service for these pupils is just under £2m. To gauge the possibility of realising any of this in savings, a network review approach would be needed in each school area to redraw contracts to match the new pattern of demand. If the number of services provided was reduced by between 5% and 7.5% (a range from likely to possible), the annual maximum saving would be in the range £655k - £980 annually.  

55. However income from these pupils would also no longer be received, amounting to around £560k pa, and would need to be offset in full against whatever savings were realised from route reviews. On the range given above, this would leave net annual savings of  £90k - £420k, which would not be achieved in full for 4 years under the current contract review process. As yet OCC has no experience of carrying out such network reviews aided by route planning software, which would be essential in order to maximise the level of benefit. The new team is currently evaluating such software.

56. It should also be noted that the most likely way these pupils will subsequently travel to school would be by car, because of the distance involved. Car journeys as a proportion of all journeys to school would, as a result, rise from around 27% to 29%.

57. Because of the likely modest level of financial return over an extended period, uncertainties surrounding the capability of realising it, adverse public reaction, and conflict with Council policies to reduce car journeys on the school run, it is not recommended that concessionary places for school pupils be withdrawn. 

58. A review of concessionary rates initially appears to be an attractive alternative to complete withdrawal of concessions. But the financial gain from doing so, even by very large amounts, is insufficient to make a meaningful contribution to the costs of providing service. Any increase would also not be likely to be realised in full because of increased defaulting, and reaction from parents is likely to be highly unfavourable. This is not a recommended course of action though concessionary fares and practice should be kept under review.

59. It is not recommended to withdraw provision of “Faith” transport.

60. A proposal to withdraw subsidy from transport provided for out-of-catchment pupils to Faith schools was put before Cabinet in December 2005. The Cabinet asked for a paper on all discretionary areas of expenditure. This was one of them. There was no recommendation to remove it. Members decided on that occasion not to take action which would over 5 years realise full benefits of around £540k pa. Potential financial gains were weighed against the curbing of parental access to faith schools and the undoubted unpopularity of such a move for parents and schools concerned.

61. Faith transport is an identifiable subset of 3.6 above, representing transport provided above the minimum which OCC is obliged to provide. It is right that Members are asked regularly to confirm their wish to continue doing so. The only way that benefits (exclusively financial) will be seen as more enticing to Members, and as offsetting the inevitable local reaction that will occur, is if they were part of a larger package of measures with more substantial benefits, or if the assessed benefits were achievable more rapidly than Officers have been able to recommend hitherto.

Review Stage 2:  Way Forward, Medium/Long term

62. The key issue which Cabinet needs to consider in the long term is how to address a financial trajectory for Funded Transport which has progressed from £15m annual expenditure 5 years ago to an estimated £28m in 5 years time. 

63. Examination of proposed policy changes put before Cabinet in recent years shows that only a marginal impact would have been made on expenditure even if all the proposals had been agreed. In many cases, however, they were not agreed by Cabinet.

64. In the past therefore, officers managing the largest operating budget – schools transport – regularly sought budget supplements or virements during the year to fund expenditure overruns. As a result of management action in 2006-07 the school transport budget is projected to underspend by £200,000.  The subsidised public transport budget, having almost doubled over 5 years to nearly £5m, is now holding steady thanks to a reduction in the number of services being declared “uncommercial” by operators, and by withdrawal of a number of high subsidy/little use services in line with a clear direction to maintain expenditure at current levels. The Social & Community Services fleet has a sound record of delivering efficiency savings in recent years, but as discussed in phase 1 of this Review the capability to continue doing so has been put at risk by shortfalls in resources, IT support and other essential enablers.

65. Examining existing strategies, policies and declared objectives for Transport in OCC, we find that as in other areas there are policies and objectives that conflict with one another. Operating as we do in a governmental context, there are guidelines and directions which recommend activities and procedures which, taken on their own terms, are sound and worthwhile things to do – but which when taken together can impact adversely on one another.

66. The Council has a target set out in the Local Transport Plan to reduce the number of cars used on the school run by 4000 (-4%) by March 2011. This would imply an increase in the number travelling to school by bus, as this would be the only alternative for pupils living beyond comfortable walking & cycling distance. But proposals previously considered to address budget issues would reduce the number of services or increase charges to non-entitled pupils using them. And implementation of a policy to provide only the legal minimum of services would increase the numbers of cars on the school run by nearly 2%.

67. The most beneficial outcome from this Review would be for Cabinet to indicate appropriate policy guidance for the development of Funded Transport which would allow officers to explore options and develop action plans. Short term, financial improvements are being made by focusing on areas of expenditure & service which can really make a difference, some of which are touched on in section 3. Longer term, the Authority needs to set a direction which offers demonstrable benefits from a coherent programme of activity to set against any localised instances where services are revised or withdrawn. Without such a context, piecemeal proposals will struggle to find acceptability with Members and with the people of Oxfordshire. 

68. There are a number of external influences on the future provision of passenger transport, which will influence the nature of the Council’s activity in coming years:

· The National Project on Passenger Transport Efficiency, carried out by the North West Centre of Excellence and sponsored by DfT, has drawn up a recommended action plan comprising 13 action areas with two early priorities. The list will look familiar – 12 of them have already been discussed in the context of this Review. Comments on their possible application in Oxfordshire are annexed, and it is recommended that one of the first tasks for the Integrated Transport Unit (see section 5) should be to prepare appropriate action plans to meet Oxfordshire’s requirements in these areas. 

· The Education & Inspections Act details a number of new or revised duties, requirements or opportunities for Authorities in the field of travel to schools. It comprehensively sets out, without prioritisation, procedures, policies and guidelines which either already do or should in future apply in the areas of entitlement, organisation & operation of schools transport. A summary of the new provisions is annexed. Again, an immediate task for the integrated transport team should be to prepare appropriate action plans to meet Oxfordshire’s requirements in these areas as they become better understood. 

69. Another major issue which the Authority will be required to address is that of environmental impact. Government has already adopted overall national targets for carbon emissions, though as yet these have not filtered through into quantified targets at LA level. That they will do so is near certain, particularly considering the analysis by Sir Nicholas Stern in his report “The Economics of Global Climate Change”, where the key conclusion is that the economic well-being of Britain and the rest of the world depends on changing to a low-carbon global economy. Already, at the 5th annual Schools Transport Conference in January 2007, departmental representatives were making it quite clear that governmental expectations in the schools transport area were for Authorities to achieve reductions in both car use and carbon emissions.

70. There is an opportunity for the Council to demonstrate that transport in Oxfordshire will be organised and run in a way that brings about measurable reductions in carbon emissions, and that this is an overarching criterion used to determine how and where funded transport will be provided. The implications of such an approach would be:

· Reduced congestion on the school run, as more car-using pupils are encouraged to use buses, to reduce the carbon footprint of their journeys.

· Reduction in the number of older, high emission vehicles used by suppliers – emissions criteria to be introduced to all school & public transport contracts. Aligns closely with parental concerns about safety of low cost, older vehicles on school journeys. Encouragement also to make use of improved fuel technology to reduce emissions.

· An opportunity to demonstrate the impact of the approach in Funded Transport areas before moving into workplace travel planning, where the number of daily journeys is greater – and the benefits are potentially more widespread.

· People in Oxfordshire experience visible & measurable benefits in an area which is widely seen to be intractable and getting worse.

· More bus services may need to be provided – but better management information and procurement processes will help minimise the costs of doing so. 

71. The future financial goal for Funded Transport would be to hold expenditure at current levels in real terms, while reinvesting savings from service changes, efficiency improvements and better procurement & network management in services to reduce county-wide car use and carbon emissions. In this way, people would be able to see the wider “gain” from any localised “pain”.

72. A policy decision is therefore required as to whether Cabinet is prepared to support adoption of a low-carbon approach to the provision of Funded Transport in Oxfordshire. Further work will be carried out on this by the Integrated Transport Unit and reported back at a later date.

Enablers – filling current state gaps identified in SWOT analysis. 

73. A number of issues were identified in the Review that will need to be addressed in order for both short and longer term improvements to be achieved.

Procurement processes

74. The remaining school transport contracts (mainstream and SEN) not considered in section 3 operate at a current annual cost of around £11m. It is recommended that the newly established Integrated Transport Unit develops an action plan to manage these contracts using approaches such as those outlined below. Excellent progress has already been made in progressing these areas with the Corporate Procurement Team, and much of the work is already under way or nearing completion.

· The new duties and opportunities contained in the Education & Inspections Act will form a basis for defining requirements, including areas where OCC could put itself forward for “pathfinder” funding to support innovative approaches, especially in rural areas.

· Explore reasons for the wide variation in costs of contracts across the county. This is under way, nearing completion.

· Introduce new supplier relationships on an “open book” basis with operators in high cost areas, aiming for defined long term mutual benefit. This is recorded as an option for the future.

· Review specified contracts outside the 4 year cyclical process. Contract length & options for decoupling from subsidised public transport contracts will be brought to the ITS Board in May for decision.

· Explore how to encourage more tenderers to bid, or good value operators to tender for more contracts. The current  tender round will reflect this & reveal the extent of additional work to be done.

· Test direct entry into the market using the STS fleet by bidding to operate selected high cost mainstream and SEN contracts. 

· Make provision of passenger usage information a requirement of the contract. This is in progress, and will be in contracts for the next renewal round.

· Use school travel plans as a source document setting out schools’ and pupils’ opinions about existing services and requirements for new ones. This would introduce a biennial documented “contract review” from the customer perspective. 

· Exploit existing good practice and expertise in negotiating and managing taxi contracts. 

· Make use of standard route planning software to assist in drawing up specifications and responding to changes in demand – currently being evaluated.

· Adopt tactical approach to review of most expensive contracts. 

75. The following work is also already under way in the Integrated Transport Unit:

· Gaining more understanding of the importance of payment terms, and of introducing periodic payments, a ‘fuel-surcharge’ cap, an alternative to inflation based indices, and the use of seatbelts.

· Understanding why the larger service suppliers do not participate in tender exercises for school transport.

· Adoption of a soft market-testing questionnaire to understand how to secure best service, to understand the key cost drivers, what incentivises suppliers to deliver better services, and what dis-incentivises them. The soft market-testing questionnaire has been introduced at supplier meetings, and is being used to inform the design of the tender specification

· Updating Contract Terms and Conditions both from an operational and commercial perspective.

· With the Public Transport Team, identifying to what extent children can be transported on service buses.  Suppliers need to be involved in these discussions.  The service suppliers will also receive the soft market-testing questionnaire.

· With the Public Transport Team, assessing whether these approaches are also applicable to the Subsidised Transport tendering process.

76. It is difficult at this stage to quantify the possible financial benefits from new supplier relationships and procurement approaches. Action plans will need to be drawn up to specify what will be done and when – and the outcome will depend on whether support is given to increases in the network to reduce the overall emissions impact of the school run. Further work is also required to assess the applicability of these approaches to the Subsidised Public Transport network.

Organisational Management 

77. Organisational matters are considered to be central to the deliverability of this Review’s recommendations. Effective cross-Directorate working will be essential, enabled by clearly articulated shared objectives and targets. It is equally critical that an effective degree of challenge to the volume and nature of transport requests is applied within the client directorates.

78. Early work highlighted the need for changes to be made in how the schools transport service was managed. This work also identified that the S&CS services were well managed and resourced with appropriate skills to assist the CYP&F services. An “Integrated Transport Unit” to manage both services’ work is organised with appropriate resources under the leadership of a Service Manager – Integrated Transport. The post holder reports to Assistant Head of Service / Group Manager in both Directorates.

79. Throughout this review there has been dialogue on the potential benefits of extending this model to all areas of funded transport. Two options have been investigated - either through direct single line management or through a virtual arrangement similar to that adopted for Oxfordshire Highways.

80. CCMT has concluded that a single line management approach would prove most efficient and effective. This will extend the current unit by adding in the Subsidised Public Transport team from the Transport Service. Budget ownership would remain with client officers within the relevant directorates but delivery of service against set objectives and with built in efficiency savings will be the responsibility of the Integrated Transport Unit. An Action Plan for delivery will be agreed annually and monitored monthly. The new unit would report through the Transport Service within the E&E directorate. CYP&F remains very concerned that further organisational change at a critical time will severely risk the undoubted progress made in driving down expenditure. It is essential that this and the other risks identified are taken into account in managing the integration of the current team into the Transport Service and the timing of any such changes. When looking at the budgets involved, it is clear that the focus at present should remain on the schools transport area as this makes up some £14 million of the £21.5m combined total. Therefore the focus for 2007-08 is to maintain resources focused on continuing to bring this area in on budget.

81. Cabinet Member responsibilities are unchanged but there is now a need for the three members to meet with Heads of Service jointly across the three areas to ensure that the most efficient and effective service is provided in a seamless manner to the Oxfordshire public. 

82. The Education & Inspections Act foreshadows the need to integrate school travel planning more closely, as a means of assessing how day-to-day transport operations meet the needs of pupils & schools. The School Travel Plan thus comes to be a regularly updated, customer-derived review of current arrangements and suggestions for change. Some other authorities have integrated Travel Planning more formally with Schools Transport than OCC. As both areas will lie under the same management (at Assistant Head of Service level) improvements in this area can be delivered. Integration at team level will be further considered in future if appropriate.

Vehicle management professionalism

83. All OCC – managed vehicles are not currently managed by a single fleet manager, though de facto the individual concerned (now part of the Integrated Transport Team) is used as a source of expertise by others across the Council. The current situation represents a barrier to efficient procurement, operating costs and best or shared use of resources. CCMT has agreed that all OCC vehicles will be brought under the control of the Integrated Transport Unit. Client directorates will be charged a low cost fee per vehicle for this activity.

84. There are clear benefits to be derived from doing so, by extending existing good vehicle management practice and beneficial maintenance arrangements into other areas. Work is underway in the Unit to assess the extent to which bio fuels can be brought into use for the Council’s vehicles. If the future low emissions strategy is to be followed, the Fleet Manager will be ideally placed to draw up and deliver the action plan to demonstrate to others how OCC has applied its policy to its own fleet. 

85. Bringing the management of all vehicles together will also allow the council to respond more effectively to its duty of care responsibilities towards staff driving vehicles on business. This is likely to be an area given closer scrutiny by the Health and Safety Executive over the coming twelve months

Management data & analysis

86. As part of this Review, a number of analyses have been prepared of school and public transport contracts, arranged by cost per journey, size, geographic distribution, etc. Examples are annexed.

87. Surprisingly, this sort of comparative analysis was not in day to day use as a means of assessing the value of current services. It is recommended that these simple efficiency analyses be introduced in both Schools and Public Transport. 

88. For schools transport, pupil data is derived from the transport module of the EMS system. Periodically through the Review, details have been supplied of the total number of pupils given free or concessionary places on OCC-provided transport. The numbers have varied widely, and the current combined total of 11716 must still be considered to be subject to daily change.

89. Additionally, this data refers to the number of pupils allocated places, rather than the number of pupils actually using them. The Council thus has no comprehensive information on the occupancy level of the services it is buying. It is a priority for the Integrated Transport Unit to introduce regular management reports on allocated and actual pupil numbers, based on a review of the quality of initial input data from schools and the introduction of a measurement system to capture actual usage. The ITU has already started work on this.

90. A more serious weakness is the lack of passenger and financial data in the public transport area, referred to in section 3. The existing survey mechanism is manpower heavy and only produces infrequent one-off snapshot data that is unsuitable for management decision-making. Larger operators collect data about usage, and a way must be found of making information supply easy for small operators, and specifying this as a provision of the contractual agreement.

Risk and Delivery of Benefits

91. At first sight the recommendations of this review appear risky. Implementing them and realising planned benefits will require a very different management approach and focus based on cross-Directorate working, which is not a current strength. A more commercial attitude to contract procurement and review is generally outside the organisation’s experience, and gaps have been identified in current state management expertise and capability. New processes will be required to realise potential benefits in the Subsidised Public Transport area. Some of these will involve a change in transport policy and the will to deal with political reactions and the repercussions of reducing services. The impact on accessibility of reducing services will have to be carefully considered by members in the context of LTP objectives. Moreover, examination of past Best Value Reviews shows a patchy track record in ownership and deployment of recommendations. 

92. Managing Funded Transport to deliver low emissions objectives will help to remove one of the main historic difficulties of implementing change – its acceptability to Members and the people they represent. Officers will benefit from having a clear overarching direction, supported by specific targets and measures, against which to evaluate service provision and to draw up options for Cabinet to consider. 

93. It must be acknowledged, however, that setting the Authority’s course towards a lower emissions - better value for money - reduced congestion “prize” will inevitably inhibit achieving less well defined goals in other areas, such as increased accessibility and social inclusion. Also, reductions in service will still occur, and need to be addressed locally in terms of how they are a necessary part of reinvestment in a programme where there are wider, longer-term benefits.

94. The least risky approach to an organisational solution is to acknowledge that reorganising takes time, requires initial financial investment, and can distract employees. Given the changes which will be required in management approach and commercial attitude, it is recommended that the way forward should be to capitalise on the integration that has already taken place in vesting management of schools transport and S&CS transport in a single team. Swift adoption of S&CS best practice in quality monitoring and supplier relationships will be vital in order to maximise “quick win” benefits in 2007-08. The quick wins are already demonstrated in 06-07.

Financials

95. The financial impact of short term measures contained in section 3 is as previously presented to CCMT. Corporate Finance colleagues reviewed the methodology and assumptions at the time. They stand as an indicative illustration of the financial benefits to be gained from addressing these areas. There are options around speed of realisation, dependent on willingness and/or ability to tackle prioritised contract reviews outside the normal review process. The extent to which this is possible or desirable will need to be decided by the Strategic Management  Board of the Integrated Transport Unit. 

96. In 2006-07 the total Funded Transport budget is £22.5 million (gross) across the three directorates. Subsidised Public Transport benefits at Section 3 have already been incorporated in the “Star Chamber” budget submission for 2007-08. Management action in relation to the school transport budget has resulted in a projected underspend of £200,000 in 2006-07 and efficiency savings of £275,000 will be achieved in 2007-08.   

97. It is acknowledged that SCS transport has operated as efficiently & effectively as is possible without further investment in technology, and over recent years it has consistently absorbed expenditure increases due to inflation. However it is considered that 2007-08 will be the last year in which this can be maintained without impact on service levels. 

98. As part of the Star Chamber process the following pressures and savings have been identified for transport activity by the directorates:

	
	
	07-08
	08-09
	09-10
	10-11

	
	
	£k
	£k
	£k
	£k

	CYP&F
	Transport inflation budget pressure
	700
	1,300
	1,900
	2,500

	
	Transport efficiency target
	275
	547
	761
	864

	
	Provisional funding allocation agreed
	-700
	-700
	-700
	-700

	
	Improved tendering and route management
	-275
	-275
	-275
	-275

	
	Remove Faith Transport Subsidy
	
	-72
	-244
	-412

	
	Post 16 Transport
	
	-380
	-380
	-380

	
	Increase in concessionary fare
	
	-70
	-70
	-70

	
	
	
	
	
	

	E&E
	Transport contract inflation
	235
	472
	813
	1,156

	
	Managed reduction in subsidised bus services
	-60
	-441
	-700
	-700

	
	Income generation
	-175
	-31
	-31
	-31

	
	Reprioritisation of Policy and strategy budgets
	
	
	-82
	-425

	
	
	
	
	
	

	Total
	Pressures
	1,210
	2,319
	3,474
	4,520

	
	Savings
	-1,210
	-1,969
	-2,482
	-2,993

	
	Balance
	0
	350
	992
	1,527


99. SCS transport budget pressures were not formally submitted as part of the Star Chamber process for 2007-08 as the Directorate has set itself a stretch target of absorbing transport pressures, by working even more efficiently. It is important for members to note however there are very real pressures from 2008-09 onwards, arising in particular as a result of increasing dependency levels of the users of Day Services - both older people & those with a disability. A fundamental review of Day Services for older people is about to commence and these pressures will highlighted as part of that process, together with options for dealing with them. At this time it is not possible to quantify the pressures with any degree of certainly as they depend on the action plan arising from this review.
100. As stated in section 4, the financial impact going forward is dependent on Cabinet’s wish to adopt a low emissions policy direction, and if so the speed at which it can or should be adopted. A goal is suggested at section 4.6 – but close working will now be required with Finance colleagues to test its validity as a strategic financial aim.   

RECOMMENDATIONS

101. The Cabinet is RECOMMENDED to:

(a) Approve the findings of this review and its recommendations with further work being carried out and reported separately; and,

(b) Agree that Directorates jointly draw up action plans now to deliver the recommendations of this review. Plans should include pilot schemes in 2007-09 to validate proposals for school- and community-based transport, and to validate passenger usage data for subsidised public transport services identified as offering poor value. 

STEVE HOWELL

Head of Transport

Contact Officer:
James Drew, Better Ways to School Development Officer, Tel: (01865) 815955

March 2007 

ANNEX 1

Summary of Recommendations and Action Points

Recommendation / Action Point

· In order to ensure appropriate ownership and delivery of this Review’s proposals, action plans with timescales, costed options and recommendations will need to be drawn up by the Integrated Transport Unit for the issues set out below.

· Introduce revisions to the subsidised public transport network based on cost per journey.

· Carry out trials to work with schools to provide their own transport where low numbers of pupils are conveyed at high cost per pupil. 

Make better use of existing public transport for schools transport by buying termly season tickets for pupils with reasonable access to a bus route, rather than providing additional contracted transport over the same route.

· Keep under review opportunities for the Social & Community Services in-house fleet to operate smaller school bus & taxi contracts. 

· Prepare appropriate action plans to implement the agenda defined by the National Project on Passenger Transport Efficiency and the Extended Schools Initiative, in line with Oxfordshire’s requirements.

· Further work to be carried out and reported back to Cabinet at a later date to assess the case for a low-carbon approach to the provision of Funded Transport in Oxfordshire. 

· Manage school transport contracts using new supplier relationships and procurement approaches currently being identified or implemented.   

· Assess the applicability of new supplier relationships and procurement approaches to subsidised public transport contracts. 

· Priorities and an action plan for the Integrated Transport Unit to be agreed annually and monitored monthly.

· All OCC vehicles to be brought under the control of the Integrated Transport Unit “Vehicle Management Unit”.

· Efficiency analyses (see examples annexed) be introduced in both Schools & Public Transport. 

· The Integrated Transport Unit to introduce regular management reports on allocated and actual pupil numbers, based on a review of the quality of initial input data from schools and the introduction of a measurement system to capture actual usage.

· Determine how to make the supply of passenger and financial data easy for small operators, and specifying this as a provision of the contractual agreement.

· Capitalise on the integration that has already taken place in vesting management of schools transport and S&CS transport in a single team. 
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