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Introduction and summary  
  
The Competition and Markets Authority (CMA) is an independent non-ministerial UK 
Government department, and the UK’s primary consumer and competition authority. We work 
to promote competition for the benefit of consumers, both within and outside the UK. Our aim 
is to make markets work well for consumers, businesses and the economy by promoting 
competition. Competitive markets and an effective competition policy can play a major role in 
delivering productivity and growth in the UK economy.  
 
The CMA and its predecessors, the Office of Fair Trading and the Competition Commission, 
have a long history of advising government and local authorities on transport issues. Our 
objective is to deliver benefits to passengers by ensuring that the market is both fair and 
open. Through competition, passengers are provided with choice. Competition is also likely 
to result in more competitive fares than where a monopoly exists and is likely to lead to 
improved services through encouraging innovation. We carried out a market investigation 
into local bus services in the UK in 20111, advised Department for Transport on the local Bus 
Services Act 2017 and, in 2016, provided an open letter2 to transport authorities on bus 
partnership arrangements. For Scotland, we also provided bespoke guidance3 in 2010 on 
how transport schemes and agreements fall within scope of, and can be designed to be 
compliant with, competition law. This provides guidance to bus operators on general 
competition issues relating to UK wide legislation. It also advised Transport Authorities on 
statutory Quality Partnerships (sQPs) as defined in the Transport (Scotland) Act 2001. 
 
Transport Scotland are familiar with the CMA and our work. Both the OFT and CC have 
previously made recommendations to the Scottish Government on local bus service policy. 
More recently, there has been ongoing discussions with Transport Scotland on the 2018 bill. 
We have attended Transport Scotland’s seminars on local bus services, responded to the 
Scottish Government’s consultation and held a number of meetings to advise on franchising, 
partnerships and smart ticketing arrangements. The CMA is pleased with the level of 
engagement and consultation with Transport Scotland and are happy to assist the committee 
with their call for evidence on the Transport (Scotland) Bill.  
 
In our response, we have not commented on all aspects of the proposed bill as only certain 
parts could raise competition concerns and, so, have only responded to areas that our remit 
and competence covers.  

                                            
1 Competition Commission (2011) Local Bus Services market investigation 
http://webarchive.nationalarchives.gov.uk/+/http:/www.competition-
commission.org.uk/inquiries/ref2010/localbus/pdf/00_sections_1_15.pdf  
2 Competition and Markets Authority (2016) Letter from the CMA to local transport authorities on bus 
partnership arrangements https://www.gov.uk/government/publications/letter-from-the-cma-to-local-transport-
authorities-on-bus-partnership-arrangements  
3 Scottish Government (2010) Guidance for Bus Operators and Transport Authorities in Scotland on 
Competition Issues in Respect of Statutory Quality Partnerships and Other Agreements 
https://www.gov.scot/Publications/2010/07/16112649/2 

http://webarchive.nationalarchives.gov.uk/+/http:/www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/00_sections_1_15.pdf
http://webarchive.nationalarchives.gov.uk/+/http:/www.competition-commission.org.uk/inquiries/ref2010/localbus/pdf/00_sections_1_15.pdf
https://www.gov.uk/government/publications/letter-from-the-cma-to-local-transport-authorities-on-bus-partnership-arrangements
https://www.gov.uk/government/publications/letter-from-the-cma-to-local-transport-authorities-on-bus-partnership-arrangements
https://www.gov.scot/Publications/2010/07/16112649/2
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Based on previous work, most notably the 2011 Competition Commission local bus 
services market investigation, the CMA considers that local on-road competition, and the 
discipline on operators imposed by the threat of potential competition from entry and 
expansion, can deliver benefits to passengers, by driving:  
 

• Incentives for private operators to deliver innovation and evolution of networks and 
service provision  

• Incentives to offer a high quality of service, low fares and efficient service operation4  

In considering the Transport Bill where it relates to local bus services and ticketing 
arrangements, while our starting point is that deregulated markets provide incentives for 
operators to deliver better outcomes on price, service, and innovations for consumers, we 
also fully recognise that outcomes are not always optimal and competition does not always 
work well where there are very concentrated local markets or ‘disruptive competition’. We 
recognise that local transport authorities quite properly have wider concerns where public 
transport is related; such as environmental impacts, road safety and congestion, encouraging 
development and supporting social objectives. Therefore, we fully accept that there is a role 
for interventions in the form of partnerships, franchising or subsidised operations where these 
interventions are properly assessed and justified and not more intrusive than is necessary to 
achieve desired objectives.  
 
We have provided Local Transport Authorities (LTAs) with guidance5 on how to balance 
competition and partnership, including:  

 

• Consider how best to make the deregulated market work in the first instance in order 
to retain the benefits of competition for passengers 

• Assess the impact of their proposed partnership scheme or franchising scheme on 
competition 

• Demonstrate that any distortion to competition created by the proposed arrangement 
is justified by the contribution to achieving other policy aims 

• Consult openly, including with the CMA 

• Franchising may also be appropriate in certain circumstances (supporting local 
solutions etc), but benefits of on-road competition should only be abandoned if it is 
clearly the only way to secure the desired outcomes for passengers 

 
 
 
 
 
 
 

                                            
4 Competition Commission (2011) Local Bus Services market investigation 
http://webarchive.nationalarchives.gov.uk/20140403001219/http://www.competition-
commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pd
f  
5 Office of Fair Trading (2009) Guidance on the application of competition law to certain aspects of the bus 
market following the Local Transport Act 2008  
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/284414/oft452.pdf  

http://webarchive.nationalarchives.gov.uk/20140403001219/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pdf
http://webarchive.nationalarchives.gov.uk/20140403001219/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pdf
http://webarchive.nationalarchives.gov.uk/20140403001219/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/284414/oft452.pdf
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Bus Services 

Provision of local services by local authorities 
 
Generally speaking, the introduction of a new operator whatever their ownership can be 
beneficial to competition. The Competition Commission’s local bus services market 
investigation concluded that a reduction in the number of bidders for tendered bus services 
(and potentially to operate franchises) can reduce competitive pressure and therefore reduce 
competitive (downward) pricing pressure. Therefore, allowing local authorities to set up bus 
companies to operate local bus services and compete with other operators may help to 
ensure competitive outcomes, including where franchising is being considered. Indeed, the 
existence of the possibility to do so may impose some discipline on operators. We note the 
crucial point that the provision of local services by local authorities is only permitted where 
an unmet service need is identified. We accept that it may be helpful to have alternatives 
open to LTAs apart from subsidising commercial operators. 
 
However, the question then arises that if a local authority service is established, could it then 
find itself in competition with commercial services in operating routes or in bidding for 
tendered services. Steps should be taken to ensure that no operator, local authority owned 
or not, has an unfair operating advantage in a deregulated market or in the bidding process 
for a tendered service. No firm should have a competitive advantage in a mixed market; there 
should be a component of competitive neutrality. Where state-owned enterprises, private 
firms and third sector organisations might be competing alongside each other, competition 
should not be affected by ownership. We would advise transport authorities to refer to the 
CMAs Competition Impact Assessment guidelines6 when considering entering into or making 
significant changes to the market7. These guidelines set out how policy makers should 
consider competition issues and the impact to consumers when developing new policies. We 
also suggest that there should be rules or guidance to ensure that once established, a LA 
operation does not then diversify its services to compete with commercial services (or 
potentially that it can only do so if it is established and operated as a fully arms-length 
independent entity). The guidance should also specify how and when LAs should assess a 
change of circumstances such that a commercial operator may then be willing to serve the 
previously unmet need.  
 
 
 
Bus services improvement partnerships 
 
The CMA’s view is that passengers can benefit from effective partnerships between bus 
operators and local transport authorities as well as from effective competition in local bus 
markets. We believe that competition will normally provide positive outcomes for consumers 
including on innovation, quality and price. However, we recognise that there will be 
circumstances where partnerships will offer benefits to consumers, such as providing better 
services. We suggest it would be a good discipline for LTAs to be required to demonstrate 

                                            
6 Competition and Markets Authority (2015) Competition Impact Assessment Part 2: Guidelines 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/460787/Competition_impact_as
sessment_Part_2_-_guidelines.pdf  
7 Office of Fair Trading (2010) Competition in mixed markets: ensuring competitive neutrality 
http://webarchive.nationalarchives.gov.uk/20140402165629/http:/oft.gov.uk/shared_oft/economic_research/oft
1242.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/460787/Competition_impact_assessment_Part_2_-_guidelines.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/460787/Competition_impact_assessment_Part_2_-_guidelines.pdf
http://webarchive.nationalarchives.gov.uk/20140402165629/http:/oft.gov.uk/shared_oft/economic_research/oft1242.pdf
http://webarchive.nationalarchives.gov.uk/20140402165629/http:/oft.gov.uk/shared_oft/economic_research/oft1242.pdf
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why an improvement partnership (BSIP) was required over less intrusive measures and 
welcome the way in which the Bill incorporates use of the Competition Test. We welcome 
[3D] which facilitates competition when addressing problems of service over-provision. The 
Competition Commission’s report into local bus services recommended that LTAs consider 
the potential for tailoring partnerships to facilitate increased competition within their local 
areas. It is important that transport authorities are aware of the potential risks of misuse of 
partnerships, for example if they facilitated some degree of geographic market segregation 
or similar coordination between operators. 
  
We would caution against the BSIP having any unnecessary or excessive standards or 
requirements as this could push up costs and prevent some operators from participating in 
the market. Any specifications for standards should be justifiable. Because [3F1] allows the 
LTA to exclude non-compliant operators, this can reduce any competition within the scheme 
area and also impact on the viability and provision of services in areas outside but adjacent 
to the scheme area. 
 
We recognise the importance of proper scrutiny of partnerships in respect of their effects on 
competition so we welcome the proposals in relating to voting and consultation,8 including 
that the CMA would to be consulted along with passenger representatives, transport 
authorities and operators. We would recommend that the views of all operators are 
considered so that small operators are given a fair hearing, but we would also suggest 
potential operators not currently in the region; for example, in adjoining areas, should be 
consulted as providing a source of possible entry. We also recommend that LTAs should be 
required to consider if there is a case for adaption or redesign of a partnership scheme if 
there is a material change in circumstances such as increased or decreased level of demand 
or significant changes to transport infrastructure. 
 
We would caution against agreeing frequency of service and maximum price with operators 
on particular routes as the original proposals suggested unless there is something in the need 
for the scheme which makes specifying these essential. Both measures could have a direct 
impact on competition, if it restricts the decisions of individual operators to offer a more 
frequent service or different pricing models. Competition on these aspects is part of assuring 
quality and value of provision to users, we would not recommend any unnecessary 
restrictions. While defining a minimum frequency could often be desirable, a maximum 
frequency should only be set if there are congestion or safety concerns.  
 
We would advocate that individual operators should be free to set their own individual ticket 
prices. Article 7 of the Public Transport Ticketing Schemes Block Exemption9 prevents any 
restriction of any operator’s ability to decide which routes to serve or to fix the price, 
availability, fare structure or geographic validity of its own single, return or individual operator 
season tickets. This is to preserve existing competition between operators and to preserve 
the freedom of operators to provide services that meet passengers’ needs. Multi-operator 
tickets provide a means of allowing and encouraging use of public transport particularly for 

                                            
8 Competition Commission (2011) Local Bus Services Market Investigation 
http://webarchive.nationalarchives.gov.uk/20140403001219/http://www.competition-
commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pd
f 
9 See the CMA’s guidance document - 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cm
a53-public-transport-ticketing-schemes-block-exemption-guidance.pdf  

http://webarchive.nationalarchives.gov.uk/20140403001219/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pdf
http://webarchive.nationalarchives.gov.uk/20140403001219/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pdf
http://webarchive.nationalarchives.gov.uk/20140403001219/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/inquiry/ref2010/localbus/pdf/00_sections_1_15.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cma53-public-transport-ticketing-schemes-block-exemption-guidance.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cma53-public-transport-ticketing-schemes-block-exemption-guidance.pdf
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those who wish to use a wide network of bus routes (and other modes of public transport) 
which may be operated by different commercial operators, and we understand that promotion 
of these tickets and ensuring they are available at appropriate prices is likely to be an aim of 
partnerships. We would caution against legislation providing any exemptions from the Block 
Exemption though – ensuring operators can compete on their individual fares and services 
provides the incentives to operate effectively and efficiently, and reduces the chances of 
operators seeking to collectively pressure for unwarranted ticket price increases. Users would 
be protected by the availability of the multi-operator tickets. 
   
 
 
Local Franchising 
 
The introduction of franchising may be appropriate in specific circumstances, but on-road 
competition should only be abandoned in favour of competition for the market in 
circumstances where it is clear that this is the only way to secure better outcomes for the 
travelling public. The overall business case for franchising should be what can be delivered 
over and above a deregulated market or partnerships.  
 
We think Transport Scotland should make it clear that local authorities are expected to seek 
to make the existing market work better for consumers in the first instance, including through 
local partnerships. We expect that, in many cases, enhancements to a deregulated market, 
such as multi-operator travel cards, may deliver desired outcomes without sacrificing the 
benefits of competition. 
  
Our previous work has identified a number of potential risks associated with franchising:  
 

• It runs the risk of reducing incentives to provide an efficient, high quality service that 
responds to local needs, incentives that are usually gained through competition 

• Local Authorities may find it hard to find people with the right skills and experience to 
lead planning teams 

• Planners may not be well placed to identify how best to meet needs, and may be less 
responsive to changing requirements or less well placed to innovate on services and 
network design 

• There is also a need for effective competition for the franchise - enough competitive 
operators in a position to bid for a new franchise 

 
LTAs should be required to properly identify and explain the choice of moving to a franchising 
model through a published assessment which takes sufficient account of competition issues, 
including but not limited to: 
 

• Risks associated with franchising, relating both to outcomes and implementation 

• Benefits associated with on-road competition that they may be giving up 

• The circumstances in which franchising is likely to be least/most effective 
 
We welcome the statement in the explanatory notes [153] that an LTA must make a 
comprehensive assessment of any proposals. We recommend that the guidance proposed 
to assist LTAs with developing a business case for moving to a franchise model, include 
consideration of these competition issues. The CMA has already issued guidance on 
competition and partnership arrangements, and is also able to provide advice to LTAs on the 
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potential competition implications of franchising proposals. We would recommend that the 
assessment also include an obligation to review the design of a franchise following a 
significant change in circumstances. This would help assess whether the franchise needs to 
be revised in light of changing circumstances or changing local needs periodically.  
 
During the assessment of the financial implications of a new franchise; we would caution 
against revenue raising becoming a legitimate consideration or objective of the franchise as 
this could be to the overall detriment of transport users. 
 
We are encouraged that Transport Scotland have taken on board our suggestion on the 
original proposals to put in place a formal process [13G] to consult operators, passenger 
groups and other relevant organisations before considering moving to a local franchising 
model. We are pleased that the role of independent auditors in the process has been clarified 
in the bill; specifying that the auditor must be satisfied that the information and analysis is of 
sufficient quality. The range of consultees noted in the bill will help ensure that the relevant 
information and evidence had been gathered for the audit and assessment process.  
 
 
Ticketing arrangements and schemes  
 
Introducing standards for smart ticketing schemes are welcome, but, we caution against any 
unnecessary or excessive conditions (for example on operators’ sales channels, ticketing 
machines and IT) as unjustified requirements could impose additional costs and may exclude 
some operators who don’t have the requisite capability.  
 
Normally the CMA advises against collaboration between companies on pricing as it risks 
breach of competition rules. However, such agreements can also result in benefits that 
outweigh their negative impact on competition. For this reason, a Block Exemption was 
adopted in 2001 for agreements where the conditions for exemption in the Act were clearly 
met. The aim of the Block Exemption is to provide comfort that agreements between transport 
operators and others to offer multi-operator tickets are exempt from the prohibitions in section 
2 of the Competition Act10 provided they meet certain conditions. 
 
We have provided Transport Authorities with guidance on public transport ticketing 
schemes.11  
 
Ticketing schemes can yield benefits for consumers and others, such as facilitating the 
efficient use of resources or reducing consumer transaction costs. Such schemes might 
encourage public transport use, hence reducing road congestion and pollution, while 
benefiting passengers both economically and socially with an improved level of public 
transport services. So, on balance, these benefits outweigh the usual objectives of 

                                            
10 The Block Exemption is set out in the Competition Act 1998 (Public Transport Ticketing Schemes Block 
Exemption) Order 2001 (SI 2001 No 319), as amended by the Competition Act 1998 (Public Transport 
Ticketing Schemes Block Exemption) (Amendment) Order 2005 (SI 2005 No 3347), the Competition Act 1998 
(Public Transport Ticketing Schemes Block Exemption) (Amendment) Order 2011 (SI 2011 No 227).   
11 Competition and Markets Authority (2016) Guidance on the public transport ticketing schemes block 
exemption https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cma53-
public-transport-ticketing-schemes-block-exemption-guidance.pdf 

 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cma53-public-transport-ticketing-schemes-block-exemption-guidance.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cma53-public-transport-ticketing-schemes-block-exemption-guidance.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/553470/cma53-public-transport-ticketing-schemes-block-exemption-guidance.pdf
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competition law which are to prevent the exchange of commercial information and 
collaboration between competitors.  
 
The CMA has recently reviewed the Block Exemption in 2016 and, concluded that public 
transport ticketing schemes contribute to improving production or distribution, or promoting 
technical or economic progress. We have seen no evidence that the position has changed.  
  
Public transport ticketing schemes require an enhanced level of cooperation in comparison 
with other sectors of the economy. Consumers highly value the integration of the network 
which enables them to travel more easily throughout the ticketing area. In local transport 
markets with more than one operator integrated ticketing schemes would simply not be 
feasible without agreements between transport operators. Customers would need to buy 
separate tickets from different transport operators where their journey involved travelling on 
routes offered by different transport operators. Our preliminary review highlighted that the 
majority of consumers across the country have an awareness of integrated ticketing schemes 
operated in parts of the UK and would like to see them provided more widely.  
 
There are conditions in place in the Block Exemption, designed to ensure that ticketing 
schemes within its scope do not eliminate competition in respect of a substantial part of the 
services in question, namely that the schemes must be open to all operators, and that 
operators retain commercial freedom to set their own fares, services and timetabling. These 
conditions also include restrictions on information sharing by limiting the ability to share 
information to only the information that is indispensable to that scheme. We note in the CC’s 
market investigation into local bus services, it found effective multi-operator ticket schemes 
are likely to reduce barriers to entry and expansion and thus stimulate competition among 
bus operators to the benefit of passengers.  
 
We assume that the ticketing arrangements and schemes proposed here are intended to fall 
within the scope of the block exemption. 
 
As a general point, it is envisaged that LTAs will consult on the introduction and revision of 
partnerships, franchises and ticketing schemes, and that this will include consultation with 
various public bodies. In some cases, it is possible that respondents such as the CMA would 
wish to consider details of the proposals which might include commercially confidential 
information, such as details of operations by existing commercial operators. In these cases, 
where justified for the body to give a fully informed response and where the body is bound 
by normal confidentiality obligations, we suggest that it is checked that there would be a 
gateway to facilitate disclosure of confidential information if the body were to request it. 
 
The CMA would be happy to discuss any of the material in this paper. 


