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also have low marginal costs and are disproportionately used by the most vulnerable groups 

in society. These form the core of the argument for public funding of bus networks. 

The national travel concession for older and disabled people generates £1.5 of benefits for 

every £1 of public money spent. A proportion of these benefits accrue to other transport 

users and society at large rather than to those who benefit from the concession. 

The Bus Service Operators Grant (fuel duty rebate) generates in excess of £2.8 of benefits 

for every £1 of public money spent. Over a quarter of these benefits accrue to other road 

users through decongestion. 

Local government expenditure to support non-commercial bus services can generate 

benefits in excess of £3 for every £1 of public money spent. Most of these benefits accrue to 

bus users who would have otherwise not been able to access opportunities or who would 

have seen a steep increase in their transport expenditure. 

The multiple, extensive and overlapping benefits of public investment in bus services 

Public support for urban bus services generates multiple benefits. In particular it supports 

local economies, reduces overall road congestion and benefits the disadvantaged. As such it 

provides exceptional value for money in terms of the return on public investment and 

support. 

Whilst there is currently a great deal of focus on major transport infrastructure schemes as a 

way of generating growth, this report shows that the urban bus deserves far greater attention 

and acknowledgement from policy makers across government, given the way in which 

expenditure on bus generates extensive and multiple overlapping benefits for every pound 

spent.  Public funding for the bus needs to be properly recognised in decisions on future 

government spending priorities for its contribution to economic as well as social objectives 

stretching across government, and particularly for being a highly effective distributional 

policy, which targets those most in need of support. 
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Structure of the report 

1.8. Chapter Two covers the policy context within which bus networks operate in England, and 

provides a summary of key high level trends, facts and figures. 

1.9. Chapter Three sets out the economic contribution made by metropolitan bus networks. 

1.10. Chapter Four sets out the social contribution made by bus networks and Chapter Five 

highlights related health and well-being benefits. 

1.11. Chapter Six assesses the economic impact of three bus policy initiatives: free concessionary 

travel for older and disabled people, fuel duty rebate (BSOG) and support for tendered 

services. 

1.12. Chapter Seven provides a summary of the key results from the report and sets out our 

policy recommendations. 
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2. Context 

Policy context and background 

2.1. Since 1986, bus services outside London have been privately operated under a deregulated 

framework. In practice, this means that local transport authorities1 have no direct control over 

commercial services, which currently comprise almost 80% of total bus mileage. Instead, any 

private company which is able to satisfy minimum safety and operating standards2 can 

operate the services that they see fit. With the exception of some concessionary 

entitlements, bus fares are set at the discretion of individual operators. Local authorities are 

only allowed to procure the operation of those services which no private operator is willing to 

run commercially (these are known as tendered services) 3.  

2.2. In contrast with the rest of Great Britain, in London the Mayor is in full control of the entire 

local bus network. Services are still provided by private operators as in the rest of the country 

but it is Transport for London (TfL) which plans the network, sets the fares and controls 

ticketing and information. Private operators can compete for the exclusive right to operate 

individual routes or sets of routes, typically for a period of 5 years, following a competitive 

tendering exercise (this is similar to the process followed for tendered services elsewhere). 

2.3. Although there are hundreds of smaller independent operators, a handful of municipally 

owned companies and some larger new entrants, in 2009 almost two thirds of market 

turnover were in the hands of the subsidiaries of one of the five largest transport holding 

groups: First, Stagecoach, Arriva (now owned by DB AG), National Express and Go-Ahead4. 

In 2011, the Competition Commission concluded an investigation into the competitiveness of 

                                                
1
 In metropolitan areas, this role is played by Passenger Transport Executives (PTEs). PTEs are 

accountable to Integrated Transport Authorities (ITAs), which are political bodies composed of 
councillors from constituent district councils. In Greater Manchester, responsibility for transport powers 
resides with the Combined Authority which has more wide-reaching powers than an ITA. 
2
 Regulatory responsibility lies with the Traffic Commissioners. 

3
 In 2011/12. tendered bus mileage, as a proportion of the total network, was 16% in PTE areas and 

24% elsewhere in England outside London, DfT Bus Statistics Table BUS0205  
4
 TAS (2010), Competition Commission Local Bus Market Investigation. Submission of Evidence by 

the TAS Partnership. 

· Bus networks carry 4.7 billion passenger trips a year in England, around three times the 

total number of trips made on national rail. In PTE areas alone, around one billion bus 

trips are made every year. 

· In metropolitan areas, buses are of vital importance to access job opportunities. In 

some wards, as many as a third of all commuters rely on the bus to get to work. 

· In comparison with car travel, bus trips are more likely to be for commuting and 

education purposes. Buses also carry a greater proportion of shopping trips than cars. 

· In 2011/12, bus operators in metropolitan areas received 42% of their £1.3bn revenue 

from public sources, with 23% coming in the form of concessionary reimbursement 

from local authorities, 10% through subsidy for tendered services and 8.5% from 

central government as a fuel duty rebate (BSOG). 
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Source: DfT Bus Statistics Table BUS0103 

Who travels on the bus? 

2.11. Bus services are used by a wide range of people in order to reach many different types of 

activity. The figure below compares the journey purpose split for car and bus travel9. It shows 

that a greater proportion of bus trips are linked to the most economically productive activities. 

For example, 38% of bus trips are for work10 or education purposes, whereas the 
equivalent figure for car trips is only 27%. Perhaps contrary to popular belief, buses also 

carry a greater proportion of trips for shopping purposes than cars, which highlights the 

important role bus networks play in supporting local retail, in particular in town and city 

centres.  

 

                                                
9
 Mackie, P., Laird, J. and Johnson, D. (2012) Buses and Economic Growth 

10
 Including business travel and commuting. 
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Source: DfT National Travel Survey Table NTS0409 

2.12. The English National Concessionary Travel Scheme (ENCTS), which entitles older and 

disabled people to free off-peak bus travel has been a major success, and the Table one 

below shows that some 29% of all passenger journeys in the metropolitan areas are now 

made by ENCTS pass-holders11, accounting for 304 million trips in 2011/1212. This number 

has been on the rise since the introduction of free local bus travel in 2006 (subsequently 

extended to cover cross-boundary travel in 2008) and explains in part why buses cater for 

such a large proportion of shopping and leisure trips. For the working age population, the 

importance of bus networks for commuting purposes is likely to be much greater than the 

figure above suggests. 

  

                                                
11

 Covering statutory and discretionary older and disabled concessions. 
12

 DfT Bus Statistics Table BUS0105 
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Table 1. Bus patronage and bus mileage (2011/12) 

 Total 
trips 

(million) 

 

Older & disabled 
concessionary 
trips 13(million) 

Older & 
disabled 

concessionary 
passes 
(million) 

Total bus 
network 

(million bus-
miles) 

Tendered 
bus 

network14 
(million bus-

miles) 

PTEs 1,041 304 2,233 351 5515 

London 2,324 305 1,217 302 N/A 

Shire and 
unitary 
areas 
(England) 

1,314 456 6,305 656 160 

TOTAL 4,679 1,065 9,755 1,309 215 

Source: DfT Bus Statistics TablesBUS0103, BUS0820, BUS0821, BUS0203, BUS0205 

2.13. Figure one shows the proportion of workers who rely on the bus to get to work, at ward level. 

It suggests that the buses play a bigger role in urban areas, especially in the dense core of 

the largest English cities.  

2.14. In some wards of Birmingham, Manchester, Leeds, Liverpool, Newcastle and Sheffield, over 

a third of commuters rely on the bus to get to work on a daily basis. These are congested 

areas where owning and running a car is likely to be particularly expensive. A large 

proportion of local residents will no doubt be employed in nearby city centres, where the cost 

of parking will make driving to work even less affordable.  

2.15. Despite the vital contribution bus networks make to urban areas, this figure also shows that 

the bus plays an important role for the local labour market of many smaller cities, market 

towns and surrounding hinterlands. 

2.16. Analysis of the National Travel Survey by Mackie et al (2012)16 found, in addition, that: 

· 30% of people are frequent bus users17 - a quarter of men and a third of women. Half of 

all men, and two thirds of all women, rely on the bus at least at some point during the 

year; 

· Over half of all 16-19 year olds, and over a third of 20-29 year olds, are frequent bus 

users; 

· Around 20% of full time employees, and 30% of part time employees, are frequent bus 

users; 

· 70% of those with no car available use the bus frequently, compared with 20% of those 

with a car available. 

  

                                                
13

 These include all trips made by older and disabled pass-holders whether on the ENCTS or on local 
bus discretionary schemes. In PTE areas, our analysis suggests that the proportion of trips made on 
such discretions is negligible. 
14

 Excluding school services 
15

 We estimate that 71% of which relate to conventional tendered services and the remaining to 
accessible transport and dedicated school services 
16

 Mackie, P., Laird, J. and Johnson, D. (2012) Buses and Economic Growth 
17

 Frequent bus use is defined as at least once a week and never as less than once a year. 
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Figure 1 Proportion of workers commuting by bus (data presented at ward level) 

 

Source: pteg analysis based on the ONSôs 2001 Census Travel to work matrix 

Contains Ordnance Survey and National Statistics data © Crown copyright and databases right 2011 
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Source: DfT Bus Statistics Table BUS0203a 

 

 

Source: DfT Bus Statistics BUS0205a 
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Farebox revenue and government support  

2.20. Operating revenue on local bus services in the metropolitan areas was £1.3 billion in 

2011/12, almost a quarter of the total for England. Farebox revenue made up 58% of the 

total, with 23% coming in the form of concessionary reimbursement from local authorities, 

10% through subsidy for tendered services, and 8.5% from central government through 

BSOG. The level of BSOG funding is set to decline in the current year, given recent changes 

by central government. Overall, central and local government contributed £542m to local bus 

networks, more than half of which went towards concessionary reimbursement. 

Table 2. Bus industry revenue (£m per annum, 2011/12 figures) 

 Farebox 
revenue 

(£m) 

Concessionary  
reimbursement 

Of which 
ENCTS19  

BSOG Tendered 
Network 
Support20 

TOTAL 

PTEs 763 30221 [254] 111 12922 1,306 

London 1,117 210 [210] 111 519 1,956 

Shire and 
unitary areas 
(England) 

1,125 483 [445] 208 346 2,163 

TOTAL 3,005 995 [909] 430 994 5,425 

Source: DfT Bus Statistics Tables BUS0501a, BUS0810 and BUS0811   

2.21. Looking at revenue and subsidy per trip (Table three), an average non-ENCTS bus journey 

in the metropolitan areas cost passengers on average £1.0423, almost twice the London 

figure (55p). This reflects the lower average cost of bus fares in general as well as the fact 

that, for those in education, bus travel is free in London up to the age of 18. On the other 

hand, farebox revenue per vehicle mile was £2.17 in the metropolitan areas, compared to 

£3.70 in London, which reflects the much higher average load factors achieved in the capital. 

2.22. The average subsidy per passenger trip in the metropolitan areas in 2011/12 was 52p 

(although it is more than twice this figure for older and disabled concessionary trips). In 
comparison, the estimated subsidy figure was 36p in London and 79p in other parts of 
England. 

  

                                                
19

 Calculated from DfT Bus Statistics Tables BUS0810 and BUS0811 
20

 Excluding school services 
21

 We estimate that, of this, 16% is spent on child concessions and the remaining on ENCTS. Source: 
pteg analysis of PTE accounts 
22

 We estimate that of this, 65% is spent on standard tendered services and the rest on 
accessible/community transport (21%) and dedicated school services (14%). Source: pteg analysis of 
PTE accounts 
23

 This figure excludes any bus trips made using an older or disabled concessionary pass. 
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Table 3. Revenue and subsidy per trip, 2011/12 (£) 

 Farebox 
revenue per 
non-older & 

disabled 
concessionary 

trip 

Farebox 
revenue per 

bus-mile 

Reimbursement 
per older & 

disabled 
concessionary  

trip 

BSOG 
per trip 

Tendered 
support 
per trip 

Average 
subsidy 
per trip 

PTEs 1.04 2.17 0.84 0.11 0.12 0.52 

London 0.55 3.70 0.69 0.05 0.22 0.36 

Shire and 
unitary areas 
(England) 

1.31 1.72 0.98 0.16 0.26 0.79 

TOTAL 0.83 2.30 0.85 0.09 0.21 0.52 

Source: DfT Bus Statistics Tables BUS0501, BUS0502b, BUS0503b, BUS0103, BUS0810, 
BUS0811, BUS0821 
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ñWith the use of the 35 service npower and Go North East have made it a lot easier and 
more efficient to get to work from Sunderland. I now have a direct bus which saves waiting 
around for connections and conveniently drops me off outside of work.ò 

 

Source: Greener Journeys, http://www.greenerjourneys.com/2012/06/buses-boosting-
businesses/ 

3.8. But buses do much more than just linking households to jobs and education opportunities, 

they provide vital links to shopping and leisure opportunities. Bus users in Great Britain make 

1.4 billion shopping trips per year, spending an average of £30 for every return trip. This 

gives a total estimated retail spend of £21 billion28. The same research found that bus users 

also make 471 million leisure trips, spending an average of £26 per trip giving a total 

estimated spend of £6.2 billion29. Together, retail and leisure spend by bus users is £27.2 

billion of which the majority (£21.5 billion) is spent in town and city centres30.   

3.9. By enabling these activities to take place, buses support the wider functioning of the 

economy. The economic value of bus services to users can therefore be seen as a share of 

the wider economic and social activity that it enables, and the benefits that this activity gives 

rise to. Leisure activities, such as visiting family and friends, though not necessarily resulting 

in financial gain, will still hold an economic and social value - otherwise, individuals would 

choose to do something else with their time. 

3.10. Although regular users are the most obvious beneficiaries of bus networks, we know that non 

users and infrequent users (i.e.: society at large) can actually receive a very significant 

proportion of the total benefits generated. These benefits come in three main forms:  

· decongestion and other externalities (such as reduced accidents, noise and pollution) 

· wider economic impacts (agglomeration benefits)  

· option and non-use values   

  

                                                
28

 Mackie, P., Laird, J. and Johnson, D. (2012) Buses and Economic Growth 
29

 Ibid. 
30

 Ibid. 

http://www.greenerjourneys.com/2012/06/buses-boosting-businesses/
http://www.greenerjourneys.com/2012/06/buses-boosting-businesses/
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3.11. Although often overlooked, decongestion benefits can be very significant. In most large 

cities, buses carry more than a quarter of all motorised trips into city centres31. In several 

cases, this is equivalent to the proportion of people who choose the private car. If all, or even 

half, those bus trips were made by car instead then city centres would literally grind to a halt. 

In practice, there is little spare capacity left at peak times, which means that future growth in 

highly productive city centre jobs would be severely compromised.  

3.12. The cost of moving goods around would also increase, in particular for retail, which would 

have an impact on the final price paid by consumers. Conversely, if bus networks were able 

to attract just a quarter of commuters driving into metropolitan city centres then peak car 

speeds would increase by more than 50%32. For a typical LGV making regular deliveries 

within an urban area this could lead to a dramatic reduction in staff and fleet costs as fewer 

drivers and vehicles would be required to make the same number of deliveries.  

3.13. Bus networks (and public transport more generally) are effectively one of the key enablers for 

high density urban areas to develop and remain sustainable in the longer term, especially if 

personal income and car ownership continue to increase in the longer term. For the service 

sector in particular, density is in itself a key driver of productivity33. For example, for a 1% 

increase in the effective density of producer services within a given area there is likely to be 

a 0.08% increase in output per worker34. This means that the decongestion benefits 

attributable to bus services give rise, in turn, to wider economic benefits (WEBs) due to lower 

business costs and higher productivity. Research35  has shown that, for bus improvements, 

these wider economic benefits can amount to around a quarter of decongestion and user 

benefits. 

3.14. An important point to take from this is that some of the most important benefits generated by 

bus networks actually accrue to those transport users and sections of the economy which are 

least likely to travel by bus, including taxis, goods vehicles and high income car users. This is 

one reason why public intervention in this policy area is necessary and justified. 

  

                                                
31

 Source: PTE area traffic count data. 
32

 Estimate based on speed flow curves in the FORGE model (DfT, 2005), for inner conurbation A-
roads. Assuming current speeds of around 18km/h (Manchester, CGN0203 table), this would imply 
flows of 630pcus per lane. A 25% reduction in traffic would take flows below 504pcus, which is the 
point at which speeds are assumed to reach 30km/h, a 67% increase. Taking into account differences 
in speed across PTE areas, a 50% increase is a conservative assumption. 
33

 Transport Works (2012), Making the case for city region transport investment  
34

 DfT (2012a), Transport Analysis Guidance Unit 3.5.14: The Wider Impacts Sub-Objective  
35

 Feldman et al (2007), Transport investments, the wider welfare benefits and the GDP effects of 
transport schemes. 
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Table 5. User benefits from bus travel (PTE areas) 
  Net 

CS41 
(£m) 

Net 
CS/trip 

(£) 

Gross 
CS/trip42 

(£) 

WTP 
at 1% 
of D0 

(£) 

 Concessionary (older and disabled) 463 1.5 1.5 7.0 

 Children (<16) 144 1.1 1.6 5.7 

A
d
u
l
t 

Peak (Commuter/business/education) 301 1.5 2.6 7.8 

Off-peak (Leisure/personal/shopping) 296 1.0 2.1 5.7 

Early morning (6-7am) 32 1.9 3.0 9.5 

Late evening/night (7pm-6am) 67 1.6 2.7 8.2 

Sunday 14 0.4 1.6 3.1 

 Total/Average 1,317 1.27 2.00 - 

N.B.: Net Consumer Surplus (CS) figures net of average fare level.  

User benefits and the national economy 

3.30. We have so far implicitly taken user benefits to represent a net gain to society. But how do 

user benefits impact on the wider economy, in particular in terms of aggregate output or 

Gross Value Added (GVA)? 

3.31. National economic output is effectively the aggregation of all economic benefits accruing to 

individuals. So, for example, when somebody is able to access a higher paid job by using the 

bus network they reap a direct financial benefit, but this also appears in national accounts. 

When an individual benefits from a shorter bus journey, they can use that time saving, for 

example, to work more, undertake training or carry out a leisure activity which, in turn, could 

improve their health and productivity. Additional work hours appear directly in national 

accounts as will eventually, the increased output from improved productivity.  

3.32. Improved health may also result in reduced government expenditure, which can then be put 

to more productive uses. In some cases, such as trips to attend training or education, 

individual willingness to pay may reflect the expectation of higher future earnings rather than 

short term gains.  

3.33. So, in summary, the higher the economic benefits derived by bus network users the greater 

the contribution bus services are making towards the economic well-being of society as a 

whole. Assuming users have full information and behave rationally, the aggregate estimate of 

WTP is likely to closely match the overall contribution bus networks make to the economy 

through user benefits. In the longer term, this economic contribution can make a place 

cheaper or more attractive to do business in. 

  

                                                
41

 We refer to net consumer surplus as the value of bus travel over and above the fare paid by users. 
42

 This is equivalent to the average willingness to pay (WTP). 
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Non-user benefits and externalities 

3.34. The previous section demonstrated that bus networks hold a high value for existing users. 

We have also set out the mechanisms by which this user value translates into improved 

productivity of businesses and individuals, higher economic output and lower government 

expenditure. But a key characteristic of public transport networks, compared to most other 

consumer products, is that changes in demand can also have a large impact on non-users 

through reduced congestion. Society at large also benefits through reduced pollution, noise, 

accidents and greenhouse gas emissions.  

3.35. In addition, there is good evidence to suggest that even those people who choose not to 

travel by bus on a regular basis place a stand-by, or option, value on the availability of bus 

services. But many others who do not use the bus at all value the fact that their family, 

friends and employees are able to rely on bus networks. Spread over a large number of 

infrequent and non-users, these benefits can add up to a large number.  

3.36. As we will show, bus networks also make a critical, if understated, contribution to the growth, 

efficiency and productivity of city centres and dense urban areas.  

3.37. In PTE areas, these benefits together exceed those accruing directly to bus users. This 

forms the cornerstone argument for public financial support of bus networks.  

Decongestion benefits, accidents and environmental externalities 

3.38. Decongestion is, by far, the largest non-user benefit that bus networks give rise to and its 

mechanics are easy to grasp. If a large proportion of peak bus trips were to transfer onto 

cars, then roads would become significantly more congested, therefore resulting in millions of 

pounds of lost productive and leisure time. This provides a compelling case for why public 

authorities (who represent both bus and other transport users) should ensure that bus 

networks provide as attractive and affordable a service as possible, in particular at peak 

times. This also helps understand why public authorities may decide to subsidise bus 

services or bus users directly. Not only should bus users be compensated by the benefits 

they provide to other road users but this behaviour should also be encouraged, in the pursuit 

of the common good. 

3.39. In order to estimate the value of decongestion benefits, we start by calculating the number of 

trips which we believe would transfer to the private car in the absence of bus networks. 

Some trips would no longer be made as the additional cost and inconvenience, or lack of 

suitable alternatives (for example, for those without access to a car), would outweigh the 

benefits derived from the activities at the destination end. The majority of trips, however, 

would continue to take place, either by another form of public transport, by walking and 

cycling, by taxi or by private car48.  

  

                                                
48

 On average, we have assumed the proportion of trips which would transfer to the private car to be 
31%, which is consistent with the average figure suggested in TRL (2004, table 9.9). However, this 
varies by market segment and our assumptions are documented in more detail in the appendix.  
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The cost of road congestion 

Road congestion in urban areas has been estimated by the Cabinet Office to cost the UK 

economy around £11bn a year. The delays and unreliability caused by congestion add to the 

end cost of consumer products, reduce the productivity of businesses and employees more 

generally, and therefore stymie the ability to innovate and access new markets and 

resources. Moreover, road transport in urban areas is estimated to generate negative 

externalities (such as accidents and pollution) valued between £27bn and £38bn per year. 

 

Source: Cabinet Office (2009), The wider costs of transport in urban areas 

A survey of businesses by the British Chambers of Commerce (BCC) put the cost of 

congestion at around £17k per business per year. The same survey found congestion to be a 

problem for around 90% of businesses, with around 45% viewing it as a significant problem. 

The congestion problem is set to continuously worsen over time, especially in urban areas 

and the Eddington Transport Study suggested that its cost to the economy would double 

over the following 2 decades. 

Buses were singled out in the Eddington Transport Study as offering óa very cost-
effective way to reduce congestion and support productive urban labour marketsô. 
Buses are flexible, can deliver extra capacity very quickly, take up less space on the road 

and, when combined with priority measures such as bus lanes, can reduce delays and 

improve journey time reliability. The Eddington Study gave the example of Leeds city centre 

where bus priority measures had cut journey times on some routes by between 10 and 30%. 

Sources: Cabinet Office (2009)The wider costs of transport in urban areas; BCC (2008)The 
Congestion Question: A Business Transport Survey; Eddington (2006) The Eddington 

Transport Study; www.transportworks.org 
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in excess of £400m per year in agglomeration benefits, the vast majority of which is 

concentrated around city centres. 

Why are firms and workers attracted to town and city centres? 

There are two key mechanisms through which transport investment can produce wider 

economic benefits beyond those that would arise under perfect competition conditions: 

agglomeration economies and labour market effects. These are critical in explaining why 

people and businesses are so attracted to urban areas. 

Agglomeration economies occur where lower transport costs bring firms closer together, 

resulting in lower unit costs and higher productivity. Urbanisation economies (a form of 

agglomeration economies typical in large cities) arise where firms from a range of industries 

are able to benefit from the concentration of shared resources, competitors and clients. 

Shared resources can include physical infrastructure, centres of knowledge and research, 

labour pools as well as shared intangible goods such as information, knowledge, business 

culture and technological innovation, all of which can have a cumulative effect on 

productivity. 

ñInteraction between activities produces agglomeration forces which preserve the local 
concentration of activitiesò63 

Lower transport costs can also have a significant impact on labour markets by promoting 

the relocation of jobs to more accessible, higher productivity areas, by widening labour 

search areas and by encouraging more people into work through reduced commuting costs. 

These effects can have a positive impact on taxation revenues and total economic output64. 

Empirical evidence of agglomeration effects and their impact on productivity 

There is a growing consensus that transport infrastructure can have a significant impact on 

productivity. A comprehensive literature review65 suggested that a doubling of city size would 

increase productivity by somewhere between 3-8%, implying an elasticity of productivity with 

respect to city size in the range 0.04-0.11.  

A more recent UK study66 estimated average elasticities of 0.04 for manufacturing and 0.12 

for service industries as a whole. The impact of economic density on productivity is shown to 

be highest for financial and business services, with a weighted elasticity of 0.2. The impact of 

economic density on productivity is even higher for specific sub-sectors such as business 

and management consultancy. 

This growing body of research was reflected in the findings of the Eddington report, which 

recognised that transport investment has the potential to grow GDP, productivity and 

employment at a faster rate than is typically assumed in standard transport analysis. The 

Department for Transport has since published TAG Unit 2.8 on Wider Impacts and 

Regeneration, which provides guidance on how to quantify wider economic benefits from 

transport. 

                                                
63

 Vickerman, R. (2007), Recent Evolution of Research into the Wider Economic Benefits of Transport 
Infrastructure Investments 
64

 Venables, A. (2004), Productivity effects of urban transport improvements 
65

 Rosenthal, S.S. and Strange, W.C. (2004), Evidence on the nature and sources of agglomeration 
economies 
66

 Graham, D. (2006), Wider Economic Benefits of Transport Improvements 
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ñIt seems clear that transport networks will continue to play an increasingly crucial role in 

supporting the success of these urban agglomerations: enabling commuting journeys to 
support deep labour markets; facilitating rapid business to business contacts; and providing 
international connections to support the export of high productivity servicesò67 

Macroeconomic contribution of the bus industry and bus users (economic impact) 

3.54. Previous sections in this chapter have attempted to quantify the net economic benefits 

generated by bus networks. This analysis largely discounts any benefits that may arise on 

the supply side, for example, in terms of increased bus sector employment. This is based on 

the assumption (which comes as standard in welfare economics) that the economy is 

operating at full capacity, which means that any increase in bus sector employment would 

actually be at the expense of a reduction in employment elsewhere, hence having a neutral 

effect on aggregate output.  

3.55. However, national economies are seldom operating at full capacity, and this is particularly 

true in the wake of the recent economic crisis. Hence, all things being equal, there is a case 

for directing spending towards those policy areas with the greatest spending multiplier, i.e. 

those that generate the greatest amount of economic activity from a similar amount of public 

funding. The purpose of this section is to set out the supply-side economic impact of bus 

networks.  

3.56. Bus companies need to employ drivers, depot and office staff, acquire and maintain buses, 

purchase fuel and buy, rent or build depot and office space. Employees and suppliers then 

use the money earned to acquire goods and services from other parts of the economy.  This 

sequence of events generates economic activity, which is taxed by government, and 

eventually reflected in national accounts. 

3.57. The UK bus industry has a turnover of £5.2 billion per year, £2.8bn from the farebox, £2bn 

from local government through contracted services and concessionary travel, and £0.4bn 

from central government through BSOG68. In PTE areas, we estimate total turnover to be in 

excess of £1.2bn, with farebox revenue representing around 58%. 

3.58. A significant proportion of this revenue then goes towards staff costs (36%), including tax 

and NI, investment in new vehicles (21%), maintenance (24%) and the rest of the supply 

chain, getting further distributed through the economy69. TAS has estimated that £4.6bn 

(87%) of industry turnover is spent by bus operators and employees elsewhere in the 

economy. 

3.59. Based on these figures we conclude that the bus industry itself produces more than £2 of 
economic output and 30p of income tax and national insurance for every £1 of public 
funding it receives70. 

  

                                                
67

 Eddington, R. (2006), Eddington Transport Study 
68 DfT Bus Statistics Tables BUS0501 and BUS0701b 
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 pteg estimates based on Metropolitan Bus Model. 
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 TAS (2010a) The value of buses to the economy 
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£360mxvii. Sales are expected to increase by a further 20% in 2012 and a target has been set 

for turnover of £500m by 2015xviii. The company employs around 2,000 people in the UK, 

continental Asia and North Americaxix. 

The company won nearly half of the UK bus market in 2011 and also has a growing 

international presence, with nearly 40% of sales going overseas including Hong Kong, New 

Zealand and North Americaxx. Europe is also a significant market. According to Transport 

Resources International, Alexander Dennis registered more city buses last year in Western 

Europe than either Volvo or Scaniaxxi.    

In November 2012, Alexander Dennis announced that it had won orders for almost 1,000 

vehicles, worth £220 million, all of which will be delivered in the next 18 months, including an 

order of 530 vehicles from bus operators in Hong Kongxxii. 

Sources: see endnotes 

 Value of bus networks ï an economic balance sheet  

3.67. Table seven summarises the results from our analysis. Overall we estimate that PTE bus 
networks generate in excess of £2.5bn in economic benefits per year. Just over half 

accrue to users, in particular to concessionary passengers. Around a quarter accrue mainly 

to other road users and society at large through decongestion, reduced pollution and lower 

numbers of accidents. Almost a fifth accrues largely to businesses and consumers through 

improved productivity.  In the longer term, all these different benefits result in greater quality 

of life and a more successful economy. 

Table 7. Economic benefits of PTE bus networks ï summary table (£m, 2010 prices) 
 User 

benefits 
Option 
value 

Decongestion Other 
Externalities 

Wider 
Economic 
impacts 

Concessionary (older and 
disabled) 

463 

 

72 13 

 

Children (<16) 144 73 6 

Peak 
(Commuter/business/education) 

301 549 29 

Off-peak (Leisure/personal/ 
shopping) 

296 120 18 

Early morning (6-7am) 32 8 2 

Late evening/night (7pm-6am) 67 22 2 

Sunday 14 5 1 

Sub-Total 1,317 188 850 72 427 

Bus externalities   -229 -24  

Indirect taxation75   -90   

Sub-Total 1,317 188 531 48 427 

TOTAL £2,511 

                                                
75

 This refers to the loss of fuel duty and VAT revenue to government as the result of the reduction in 
road traffic and congestion. Although this is effectively a cost to government, DfT appraisal currently 
treats this as a negative benefit. 
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3.68. In addition to these benefits, which can be thought of as added value, PTE bus networks also 

have a direct supply-side effect on economic output, with an estimated contribution to 

regional economic output of around £2bn76. 

3.69. All these benefits and impacts are achieved from public funding amounting to £542m, more 

than half of which goes towards concessionary travel reimbursement. Decongestion benefits 

alone exceed this figure and overall economic benefits are almost five times greater than 

public expenditure in this area, which are likely to make it one of the most effective areas of 

public expenditure. In Chapter Six, we attempt to estimate the value for money of individual 

funding streams. 

  

                                                
76

 £1.2bn turnover, around 90% of which is non-fuel; we have then assumed 87% of the total gets 
further recycled elsewhere in the economy. 

Bus Lane in Leeds - Metro 
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4. Social contribution 

4.1. The previous chapter articulated the scale of the economic benefits that accrue to society as 

a whole from the existence of bus networks. We have shown that these benefits far outweigh 

the amount of public funding and farebox revenue received by the industry, itself a strong 

argument for government support.  

4.2. But another important feature of bus networks is that they tend to be of greatest service to 

the most vulnerable groups in society, be it those on low incomes, those trying to find work, 

young people, older people or disabled people. The increased access to opportunities which 

bus networks provide to these groups, and in some cases related health benefits, can make 

a powerful contribution to greater social inclusion, social mobility and reduced government 

expenditure on health, social care and welfare payments.  

4.3. So it is important, not only to quantify the total amount of benefits which bus networks 

generate, but also to understand how these benefits are distributed between different 

individuals. As we will show, the highly progressive nature of bus services provides a further 

powerful rationale for public spending in this area. 

4.4. We believe that this chapter can also help us understand how the economic benefits which 

we have previously identified are realised in practice, for example when a low income worker 

can reach a more productive job a bus commute away, and can still make it home to her 

family in the evening. 

4.5. We begin the rest of this chapter by defining social inclusion and how bus networks can help 

tackle this issue. We then look at how bus services support different groups in society, 

focusing on each group in turn. 

  

· Vulnerable and socially disadvantaged groups in society are most reliant on bus 

networks - this includes low income households; part-time workers; young people in 

education, or trying to enter the job market; older people; disabled people; jobseekers 

and women. 

· For example, households in the lowest income quintile use buses almost twice as often 

as those on an average income, and four times as often as those on the highest income 

quintile.  

· The long term unemployed make three times more bus trips than those on managerial 

and professional occupations. 

· Bus services are key to providing access to opportunity, including providing the jobless 

with access to jobs; young people to education and training; and providing a way out of 

social isolation for older and disabled people. 





http://www.ukyouthparliament.org.uk/campaign/public-transport-cheaper-accessible/
http://www.ukyouthparliament.org.uk/campaign/public-transport-cheaper-accessible/
http://www.ukyouthparliament.org.uk/2012/news/ukyp-announce-top-campaigns-2013-record-mark-turnout/
http://www.ukyouthparliament.org.uk/2012/news/ukyp-announce-top-campaigns-2013-record-mark-turnout/
http://www.byc.org.uk/uk-work/youth-select-committee.aspx
http://www.byc.org.uk/uk-work/youth-select-committee.aspx
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Source: DfT National Travel Survey table NTS0601 

4.27. Analysis of the National Travel Survey shows that the bus is likely to be particularly important 

in enabling 17-20 year olds to socialise and visit friends as well as to commute to work99. As 

with under-17s, education trips are also important. 

4.28. For this group of young people, many of whom have yet to pass their driving test or cannot 

afford to drive, the bus offers an independent means to access college, university, work, 

friends and social life.  

Access to education 

4.29. Affordable and available bus services means that students have more choice about where to 

study and can base their decision primarily on the courses available, and the quality of the 

establishment, rather than the costs of getting there. As more and more colleges opt to 

specialise in particular subjects, rather than offering a broad range of courses, it is likely that 

students will have to travel further to pursue their chosen educational path.  

4.30. Colleges surveyed by the Association of Colleges (AoC)100 estimate that some 72% of 

students take the bus to college and that nine miles is the average distance travelled. 

Students can find the costs of these journeys difficult to meet, especially as, in many areas, 

young people have to pay the full adult fare after the age of 16.  

4.31. In the past, students were able to access the Education Maintenance Allowance (EMA) to 

help with travel, and other practical costs of attending college. This has since been replaced 

by the 16-19 Bursary Fund. The move saw funding cut from £560m a year to £180m and 

eligibility greatly curtailed. 

                                                
99

 DfT National Travel Survey Table NTS0611 - 2011 
100

 Association of Colleges (2011) AoC EMA Transport Survey January 2011 
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