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FORWARD

To the Hon. Stephen Rodan, MLC, President of Tynwald, and the Hon Council and
Keys in Tynwald assembled

The SAVE initiative was inspired both from a clear need to achieve direct budgetary savings
during the term of this Government and also by a desire to deliver a more comprehensive
and coordinated program of reform. Whilst the acronym SAVE might initially indicate
financial savings, the title actually stands for “Securing Added Value and Efficiencies”;
reinforcing our belief that these projects should also enhance service delivery to the public.
The public interface in fact formed the foundations of the program and projects that are
included in this update report. There is more to follow from the SAVE scheme, but the
projects included for progression are both realistic and meet the criteria that we set out to
achieve.
I want to thank the public who contributed over 1,300 ideas to get this underway. Naturally
those ideas have been consolidated and many were too small for central consideration but
have been made available to departments.
I also want to thank the politicians and officers who have contributed so significantly to
reaching this point. The origins of this project lie in the bowels of Treasury, but since then
there has been significant cross departmental activity.
This is a first step forward but we are yet to reach the target of £15m set in the last
Budget. Of course the SAVE program should not be regarded as the only initiative that is
being progressed to drive greater value, but it certainly forms a central part of this
Governments reform program. We cannot and should not relax. The external and internal
threats and challenges are significant and we should continue to prepare and shape public
services accordingly.

Hon Alfred Cannan MHK
Minister for the Treasury
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EXECUTIVE SUMMARY
A key facet of the Government’s five year financial plan has been the requirement to identify
and deliver economies and efficiencies in our operations that will reduce overall expenditure.
This is underpinned by the Programme for Government responsible island outcome for:


Being financially responsible while providing services that meet the needs of our
community; and
Having public services which are fit for purpose, modern and provided in the right
place.

The Securing Added Value and Efficiencies (SAVE) programme is an important mechanism
through which this challenge has been addressed and is recognised as an action within the
Programme for Government to:


Create a team to identify opportunities, efficiencies and savings in public finance
expenditure to meet the cost reduction targets which will be identified in the budget.

There have been many positive contributions, discussions and projects resulting from the
SAVE Programme activity and indeed some significant savings will be achieved as a result of
the Programme.
The SAVE Programme has been actioned within two distinct phases. A summary of the first
two phases is set out in the detail of this report along with detailed research and evaluation
documentation that has accompanied the decisions that have been taken within the SAVE
Programme.
Where possible as much documentation relating to the first stages of development has been
released. Where this information relates to ongoing service reviews of specific areas, this
information has not yet been released to reduce uncertainty in staff until a firm decision is
made as to whether to proceed.
The Save programme is just one strand of Government’s overall approach to delivering cost
reductions and there are significant amounts of work already being undertaken across the
public services. Notable is the cost reduction activity that is taking place within the
Department of Health and Social Care and the recently commissioned fundamental review of
the Health and Social Care system on the Isle of Man.
Not all of the suggestions made by the Public have led to projects, however many common
themes emerged which were developed and subsequently supported by the Council of
Ministers including the following:




Bus Services;
Heritage Railways; and
Efficiency of our services.

Many of the comments relating to the programme and much of the subsequent debate
identified the perception of preservation of self-interest as a barrier to change in
Government.
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To address this risk external consultants were engaged to provide independent advice,
scrutiny and challenge in the development of some of the proposals for change.
The SAVE Progress report outlines savings of over £6M from a range of projects.
Savings of £1 million are expected from the implementation of a Public Defender Scheme for
Government. Whilst this scheme will change the delivery mechanism through which access
to justice is provided, the service users will still receive what they need but at a reduced
cost to Government.
Savings of £1 million are expected from the consolidation of Higher Education Services on
the Island. This will not only reduce cost though the more efficient use of resources, but it
will also set the platform for the development of a longer term strategy for Higher Education
for the Isle of Man.
Cost reductions of £1 million are expected from the development and implementation of a
three year integrated Transport for Mann strategy across the bus and rail network. These
services have been subject to external reviews aimed at identifying ways to secure savings
from the current operation of the service.
Other projects are currently underway that are also expected to provide further savings in
the longer term along with the two specific areas which will be progressed by Treasury in
consultation with Department’s, Boards and Statutory Officers over the next 12 months.


Budgeting for Efficient Government. The objective of this stream of work is to
not only modernise the budgeting process, but to systematically examine each and
every service across Government to establish:
o
o
o
o
o



What statute or policy objective underpins the requirement for service
delivery;
What is the justification for the level of service that is being provided;
Is the service being delivered efficiently and what are the underlying cost
structures;
Are any commercial relationships managed appropriately; and
What is the priority of this service in comparison to others across
Government.

Shared Services. There are still areas of Government’s activities that could be
placed into a shared service and may bring with them an improved and joined up
service, but also cost reductions.
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1. INTRODUCTION
1.1

In the Programme for Government, the Council of Ministers committed to:


Setting out a fiscal plan for the term of the administration which gives clear
cost reduction targets and controls expenditure



Creating a team to identify opportunities, efficiencies and savings in public
finance expenditure to meet the cost reduction targets which will be identified
in the 2017/18 budget.

1.2

The purpose of the Securing Added Value and Efficiencies (SAVE) programme
has been to identify and assess opportunities, initiatives and projects which will
contribute to a reduction in revenue expenditure by 2021/22.

1.3

The purpose of this report is to provide a summary of the SAVE Programme work
undertaken to date and outline the areas that are now being considered for
review, evaluation and implementation. The report is structured to cover the
following distinctive phases of this programme:

SAVE Phase I

(i) "The SAVE Challenge"

Feb 2017 - July 2017

(ii) CoMIN Supported Ideas - Agreed

SAVE Phase II
Nov 2017 -

(i) CoMIN Supported Ideas: Options & Evaluation
(ii) Further review and initiation of ideas
(iii) CoMIN Supported Ideas: Implementation

Figure 1.1 SAVE Programme Phases (February 2017 to April 2018)
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1.4

It has been necessary to undertake a significant proportion of the work within
the programme on a confidential basis. This is entirely deliberate as the first
stage of the evaluation of the ideas has been simply to assess their suitability for
further investigation and possible implementation.

1.5

Where the investigatory stage is now completed this report now provides a
summary of those work streams within the SAVE Programme.
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2.

BACKGROUND

2.1

The Programme for Government provides a commitment to an inclusive and
caring society on an Island of enterprise and opportunity alongside financially
responsible Government. This provides clear strategic direction on which the five
year financial plan has been based (2017- 2022).

2.2

The five year financial plan is not without challenge and there are requirements
for cost reductions built in it, for example those arising from the pay budget
control policy, digital strategy and the savings targets that are required to bring
expenditure in the DHSC under control.

2.3

The unallocated savings target, which was the initial challenge for the SAVE team
to be achieved by 2021/22, was £25M. This target was updated in the 2018/19
Budget and has now been estimated at £15M to be achieved by 2022/23.

2.4

The SAVE Programme has progressed through a number of phases from idea
generation and capture through to evaluation and implementation. Programme
governance has been provided by two separate bodies, initially the SAVE
Programme Board initiated in March 2017 and currently the SAVE Sub-Committee
of the Council of Ministers which took over the programme governance in
September 2017 under the direction of the Treasury Minister.

2.5

Core membership of the different groups within the SAVE Programme is listed in
Appendix 1 for reference.

2.6

Key measures of success of the programme include:




Engagement with members of the public, staff, departments and Tynwald
members;
Development and launch of online ideas hub; and
Delivery of projects with savings to meet specified target.
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3. PHASE I :“THE SAVE CHALLENGE”

3.1

3.2

SAVE Phase I

(i) "The SAVE Challenge"

Feb 2017 - July 2017

(ii) CoMIN Supported Ideas - Agreed

Phase I of the SAVE programme focussed on:(i)

“The SAVE Challenge” campaign, a consultation and engagement project
to generate ideas to improve efficiency and save money; and

(ii)

The second stage of this phase was to develop a shortlist of candidate
ideas for consideration and review by the Programme Board before
review and prioritisation by Council in July 2017.

The SAVE Challenge campaign was launched in April 2017 and promoted
engagement primarily through a new online consultation hub where registered
users could share their ideas and comment on other ideas received. The target
audience for this campaign were:





members of the public;
public sector staff;
Members of Tynwald; and
Government Departments.

3.3

The online ideas hub was live for a period of six weeks during April and May
2017. A total of 1,311 ideas were received, of which 842 were logged online via
the ideas hub by registered users and 469 were ideas from postcards, newspaper
slips etc. All ideas received were entered onto the online hub so they could be
viewed and commented upon by the registered users. Figure 3.2 overleaf
summarises the engagement with users of the online ideas hub.

3.4

The level of engagement and participation in the consultation was impressive.
To process and sift the ideas, the SAVE Team put in place a robust and objective
review framework for all ideas or submissions received which included the
following three stage approach:

Stage 2. SAVE
Programme
Review

Stage 1. Initial Sift

Stage 3. Council
of Ministers
Review

Figure 3.1 Phase 1: Idea Evaluation Framework
9

3.5

The stage one or ‘initial sift’ of all submissions aimed to identify ideas and filter
out comments or income generation ideas that were not being progressed during
this phase.

Figure 3.2 Online Ideas Hub Engagement Measures
3.6

Ideas and comments remain visible on the online ideas hub and were individually
considered during the sift stage. Overleaf is an extract screen shot of the online
ideas hub to illustrate the manner in which ideas were submitted and
subsequently commented on.

3.7

Over 700 ideas were sifted out for evaluation, providing a pool of ideas for
further consideration by the SAVE Programme Board and Departments.

3.8

46% of all submissions from the online tool were initially excluded from further
analysis on the basis of being an idea that related to income generation or being
classified as a comment - not an idea.

3.9

Income generation ideas were not considered as an appropriate mechanism to
meet the target for the SAVE Programme. However in November 2017 during
phase II of the programme, a further review of all ideas including those
categorised
as
‘income
generation’
was
undertaken.
10

Example screen shot below from of the online ideas tool which includes an example
illustration of how individual ideas were encouraged to digest and comment on other ideas
submitted. Twitter feedback from the online ideas hub supplier can be found at Appendix 2.
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3.10

Over 700 ideas were issued to the relevant part of Government for review and
comment. Figure 3.4 summarises the percentage of ideas issued to each
department during phase I of the programme.

3.11

This work culminated in the online publication in November 2017 of the SAVE
‘Our Response’ to all submissions received. This demonstrates each and every
submission from the public was reviewed and a response provided, these remain
accessible at www.gov.im/save.

3.12

It was noted a number of the ideas that were suggested were already underway
within the Department’s own current operating plans, and other ideas had merit
but require more specific research, analysis and consideration by the Department
directly. The Departments continue to be responsible for progressing the ideas
as appropriate and responses continue to be updated and published online as
outlined above.

3.13

Some of the most popular ideas which attracted a number of comments included
public sector pensions; subsidies and means testing and an analysis illustrating
the top 20 most frequent ideas received is shown in figure 3.3 and figure 3.5.

3.14

Figure 3.5 demonstrates the different themes emerging from the SAVE Challenge
indicative not only of the broad range of services and functions delivered by the
Isle of Man public sector, but also the range of interest from those sharing their
ideas.

Figure 3.3 Summary of themes/ideas received online SAVE Challenge (May 2017)
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Figure 3.4 Phase I: Percentage of Ideas Reviewed by Departments

7%

3%

3%

2% 2%

24%

11%
12%

23%
13%

Infrastructure
T&Cs, Workforce, Pay
Treasury
Home Affairs
Enterprise

Health and Social Care
Cabinet Office
Education, Sport and Culture
Environment, Food and Agriculture
Statutory Boards

Figure 3.5 Phase I: Percentage of top SAVE 20 ideas
Workforce/T&Cs (13%)
Prescriptions (5%)
Appointments/telemed (4%)
Facilities Management (4%)
Vehicles (4%)
Bus Services (3%)
Highways (2%)
Means testing (2%)
Healthcare (2%)
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Miscellaneous/Multi Themed (15%)
Heritage Transport (4%)
Efficiencies/Technology (4%)
Technology (4%)
Benefits (3%)
Scope/structure (3%)
LA/housing (2%)
Externalisation/outsource (2%)
Management/schools (2%)

3.15

Figure 3.5 overleaf illustrates the variety of ideas received and the top 20 most
common themes arising from the ideas submitted. This is an indicative only
because 15% of categorised ideas had multiple themes and have therefore been
grouped together. It should be noted over half of these top 20 recurring themes
have been specifically actioned within the SAVE Programme or Departments have
progressed under their own remit.

3.16

Stage two was to identify ideas that were to be taken forward to the Council of
Ministers as ideas that could be progressed to contribute to the savings target.
In order for a candidate idea to be considered as viable during stage two, the
following criteria was used by the SAVE Programme team to shortlist further:
•
•
•
•

an estimated saving of greater than £1M and potentially complex to deliver;
have a potential cross-departmental impact and maybe politically sensitive;
the service could be delivered by alternative means; and
may provide a template approach for other services areas e.g. outsourcing.

3.17

From the analysis of ideas, viable candidate ideas were identified by the
Programme Board as meeting the criteria outlined above and having sufficient
merit to justify further work to generate a shortlist for review by the Council of
Ministers.

3.18

A key component of stage two was the completion of a proof of concept for
each of the viable ideas on the shortlist. The benefit of this was that it provided
additional resource to the SAVE Programme, but most importantly an element of
independence to this assessment stage. The proof of concept would be used for
subsequent review and decision making by the Council of Ministers on whether to
proceed to business case appraisal in July 2017.

3.19

In June 2017 Pricewaterhouse Coopers (PwC) were appointed to complete proof
of concepts for candidate ideas. PwC recognised this proof of concept stage as a
critical step in idea evaluation for the Programme as illustrated overleaf.

3.20

PwC’s approach provided the SAVE Programme Board and the Council of
Ministers with information to enable them to make decisions with confidence,
knowing the outputs were the result of an objective, methodical and evidence
based assessment process.

3.21

For completeness each shortlisted idea’s proof of concept, evaluation progress
and action plan has been included within this report and can be found within
Section 4 and Appendix 3 respectively.
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Figure 3.6 PwC Proof of Concept Purpose Model

3.22

Figure 3.7 overleaf summarises the shortlisted ideas and decision taken by the
Council of Ministers during stage 3 of this phase of the SAVE programme in July
2017.

3.23

Of the ideas presented by the SAVE Programme Board for consideration by
Council of Ministers, eight were supported to progress to the next stage of
business case – options and evaluation stages (Phase II of the SAVE
Programme). PwC Proof of concepts for these ideas are presented in Appendix
3.
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Figure 3.7 Council of Ministers Decision Outcomes (July 2017)
No.
1
2
3
4
5
6
7
8

9
10

Idea: Proof of Concept
Implement a Public Defender
Scheme
Higher Education Services
Consolidation (including IOMG
training)
Introduction of Lean Six Sigma
Techniques across Government

CoMIN Decision
July 2017
Supported to business
case stage
Supported to business
case stage

Pilot within General
Registry to be
implemented
Review of casual workers/agency
Supported to Business
staff
case to be progressed by
OHR
Review scope of services provided at Supported to Business
Ramsey and District Cottage Hospital case stage
Externalisation of Bus Services
Supported to Business
case stage (with external
technical support)
Review Heritage Railways (steam,
Supported to Business
electric, horse trams)
case stage ( with external
technical support)
Review subsidies and grants to Arts, Supported to Business
Culture and Leisure
case stage
Agency Model for semi-commercial
operations such as Wildlife Park,
Villa Marina Gaiety
Review of terms and conditions /
Review to be taken
JNC model
outside scope of SAVE
Programme
Provision of public sector
Implementation of any
broadcasting service
changes - deferred

11

Agricultural Subsidy

Not supported

12

Fire and Ambulance services
integration/organisational review
Departmental Ideas
Outsource Catering Functions

Not supported

Patient Travel
Restructure of General Registry and
Courts (as possible candidate for
Lean Six Sigma efficiency pilot)

Underway or
Not being
progressed

CoMIN Decision
Supported – DHSC to
progress
Supported – DHSC to
progress
Not supported
LEAN / Business Process
Reengineering review in
General Registry
supported (linked idea 3)
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-

Figure 3.8: Phase I Snapshot

Purpose

Establish SAVE Programme Board to govern the SAVE Programme:
Chaired by Mr Bill Shimmins, MHK.
Design, moderate and analyse ideas from citizens using online and
offline techniques.
Establish a shortlist of ideas with early initial assessment of savings,
impact, delivery etc.
Secure Council of Ministers support for ideas to be progressed to
business case and implementation stages.

Timescales

April to May 2017 – 6 week SAVE Challenge Ideas collection
May – July 2017 Ideas appraisal
July 2017 – Council of Ministers Review of Programme and ideas
August 2017 – New Sub Committee of Council of Ministers established
for second phase of evaluation and implementation

Expenditure
Actions

£29,755
Over 1,311 ideas process and assessed
Responses to all ideas received during the public consultation
published on www.gov.im
Over 10 ideas subject to detailed proof of concept assessment.
8 ideas identified as candidates to be taken forward for business case
development.
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4. PHASE II - IDEAS AND INCOME GENERATION IDEAS REVIEW

4.1

SAVE Phase II

(i) CoMIN Supported Ideas: Options &
Evaluation

Nov 2017 -

(ii) Further review and initiation of ideas
(iii) CoMIN Supported Ideas: Implementation

Stage (i) CoMIN Supported Ideas Options & Evaluation
Stage (i) of this phase of the Programme has been the progression of the Council
of Minsters approved ideas. A lead Department was identified to progress each
of the ideas and where relevant external technical support was commissioned
(e.g. lean business process reengineering, bus and rail consultants). Where
ideas have been initiated into projects, an action summary of each of these
supported ideas is outlined overleaf.
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4.2

Idea: “Public Defender Unit”
SCOPE

This project supports the Programme for Government policy statement to work with the
Legal Aid Committee on proposals to develop more efficient, effective and equitable legal aid
provision for the future.
This SAVE suggestion and the PwC Proof of Concept (Appendix 3) explored whether a
“Public Defender Scheme” can be established on the Isle of Man for criminal defence cases
where legal aid applies, and the indicative cost saving this might generate. A PDU would
introduce a permanent, full-time criminal defence team, primarily for Summary Court cases
and more infrequently for Summary Court and Court of General Gaol Delivery (GG) hearings
and trials to replace private lawyers.
The PDU would in effect ‘mirror’ the prosecution team, albeit only for persons who were
eligible for Legal Aid funding or partial funding. Currently for criminal defence cases, the
accused can either pay for provision of private legal services chosen by themselves (the
position will not change), or apply for Legal Aid. The total payment made to private sector
legal practices in respect of such criminal cases, for the police custody, advice and
assistance and legal aid in Court hearings was £2.3m for 2015/16 (this includes a figure in
relation to the proportion of administrative effort which oversees the schemes).
SAVINGS:
Estimated savings from this project are over £1M, subject to successful delivery of the
objectives during 2018-19.

ACTION PLAN: PUBLIC DEFENDER UNIT
The detailed business case stage which includes consultation with the Legal Aid
Committee will be started upon appointment of a suitably experienced project officer.
The Legal Aid Committee are a key stakeholder in this project as they are by statute
required to cover the effective delivery of legal aid and set the strategic direction and
determine policy which shapes the development of the provision of legal aid in the
Isle of Man. Other key stakeholders include the Isle of Man Law Society and the
judiciary who will also be consulted as policy and legislation is prepared to enable this
new unit.
Key objectives from this work include:Implementation plan be recommended to the Legal Aid Committee, and that subject
to its agreement, the Attorney General progresses the implementation of a Public
Defender Scheme.
 Formal consultation with Isle of Man Law Society and Legal Aid Committee;
 Preparation of Policy and Code of Practice for the scheme; and
 Changes to primary legislation.
19
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4.3

Idea: “Higher Education (HE) Consolidation”
SCOPE

This project supports the Programme for Government action to harmonise our further and
higher education to ensure we achieve a more effective and value for money service.
The provision of higher education for students is currently provided by a number of
institutions both on and off the island. The Department of Education, Sport and Culture
(DESC) estimate significant savings and benefits could be realised from the consolidation of
the HE provision into the Department.
This idea was given support by the Council of Ministers for progression to this business case
stage by the DESC under the SAVE Programme. A supporting proof of concept is also
provided in Appendix 3 for the concept of this idea.
To date research has commenced to establish the baseline of HE provision by gathering data
from users and providers. This has included courses provided for and by: Government
Departments, University College, Learning, Education and Development, Office of Human
Resources and Keyll Darree. Additional training requirements for the constabulary are also
included within this project. A dedicated project manager has recently been appointed from
within the Public Service for to support the DESC in the delivery of this project.
Higher education includes the following provision, functions, budget locations and teams:






Publically funded, accredited higher education/training (Level 4 and above);
Delivery costs: teaching staff, awarding body fees, management and support staff;
Other costs (e.g. infrastructure, goods and services, capital etc.) will be reviewed
within the project;
Partnerships agreements/consultancy for programme validation and awards;
UCM (already within DESC’s budget); and
LEaD, OHR, Cabinet Office, Keyll Darree, professional training requirements which
includes the Constabulary and teacher training requirements.
SAVINGS:
Estimated savings from this project are over £1M by 2021/22
ACTION PLAN: HIGHER EDUCATION
Early milestones to be delivered during 2018-19 include:o
o
o

More efficient use of number of learning locations and facilities;
Reduction in curriculum duplication from all stakeholders; and
Consolidation of marketing and admissions (including awards/graduation
ceremonies) and consolidation of management functions.

12 Month milestones include:o
o

Development of the longer term HE strategy for the Isle of Man; and
Identify and secure options (including the legal framework) for delivery of HE
provision off-island including the 20
growth of on island higher education.

4.4

Idea: “Introduction of Lean Six Sigma Techniques across
Government”
SCOPE

This project supports the Programme for Government action to have public services which
are fit for purpose, modern and provided in the right place.
The introduction of Lean and Six Sigma techniques across government could be used to
facilitate problem solving, increase the speed and effectiveness of processes by increasing
revenue/profit, reducing costs and improving efficiency and minimising waste.
The SAVE Challenge identified brought a number of ideas forward which related to efficiency
and productivity of processes within the public service. These ranged from the use of paper
and printing devices and communication techniques.
The Department of Home Affairs also identified during the SAVE Challenge a key driver
within the Criminal Justice Strategy to:

“ aim for seamless processing of cases between Police, Prosecution, Courts, Prison and
Probation to ensure justice is delivered efficiently for the benefit of the victims, the accused,
and the taxpayer” [Criminal Justice Strategy].
The Council of Ministers therefore agreed to a pilot lean business process reengineering
review within the General Registry.
SAVINGS:
The PwC proof of concept (Appendix 3) has identified significant savings may be
realised through the adoption and implementation of Lean Business Process
Reengineering techniques.

ACTION PLAN: LEAN/BUSINESS PROCESS REENGINEERING – PILOT
The pilot focussing on the administration process of the fixed Summary Courts of
General Registry has been completed; see Appendix 4 for the full report.
This work identified limited potential for staff savings due to the small number of
Clerks supporting the Summary Courts. However a wide range of administrative
changes have been identified to improve the efficiency and process flow through
the courts for the benefit of all users.
The outcomes of this work have identified key principles to support continuous
improvement within General Registry and the modernisation of Court proceedings
and administration. The current process and to-be future process was considered
in light of a number of high level principles identified. These principles include:

A better understanding of the Court system requirements to enhance
future investment decisions;
21 21

ACTION PLAN: LEAN/BUSINESS PROCESS REENGINEERING – PILOT


Identification of legislation changes to improve efficiency of cases through the
court and better communication of decisions to relevant Agencies. This
includes modernising the update of the court register (which will require
legislative changes and a digital solution);



Avoid 75% of extra court times (weekends/bank holidays) though the use of
Police conditional bail (which requires legislative changes) may significantly
reduce the number of extra courts. Further consultation with stakeholders
including the Constabulary on this aspect is required;



Improve the flow of cases through the Court to avoid high peaks of cases.
Courts should define the maximum cases available to book per session by the
Police/Attorney General Chambers;



Low level offences should not enter the Summary Court System and should be
resolved using fixed penalties with summons for non-payment for example;



Court trial register should be validated at the end of each Court Session
enabling timely release of decision outcomes to relevant agencies; and



Electronic signatures should replace ‘wet signatures’ with defendant also able
to electronically sign to ‘indicate acceptance.’

Evidence collected illustrated a high variability of cases per session through the
Summary Courts. Since January 2018 there has been a minimum of 16 and
maximum of 44 cases scheduled on any one day. Greater coordination between
the police, Attorney General Chambers and Courts is required to manage this flow
to provide the foundation for planning a more stable schedule and enable
essential cases to be scheduled as required. Considering the system requirements
and links to other external processes is critical to ensure this can be progressed.
This work was undertaken in consultation with a number of stakeholders to
ensure the needs of key users requirements could be understood and tested
against the principles of this process.
NEXT STEPS
An action plan to address the short, medium and longer term changes has been
prepared for the General Registry, Department of Home Affairs and Attorney
General Chambers. The LEAN process review approach will be adopted within a
number of projects initiated by the SAVE Programme, including: priority based
budgeting and asset and property management review.
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4.5

Idea: “Casual and Agency Staff Review”
SCOPE

This project supports the Programme for Government action to have public services which
are fit for purpose, modern and provided in the right place.
Casual workers are engaged to cover a very broad range of roles including, but not
restricted to, Nurses, Doctors, Teachers, School lunchtime support, Bar Workers, Health
Care Assistants, Hospital Porters, Cleaners, Lecturers, NSC Coaches/Tutors and Youth
Workers.
The use of casual workers is significant for Isle of Man Government. The value of their
earnings during 2016/17 accounted for 9.5% of the net pay bill. The employer’s
contributions liability for pensions for casual workers in 2016/17 is estimated to be up to
£3.2 million. In excess of 200 new casual worker contracts are being issued each year by
the Office of Human Resources (225 in 15/16, 195 April 16 – January 17). They represented
12%/16% of the total number of new contracts issued by OHR in each of these years.
The Office of Human Resources (OHR) have commenced a review of casual and agency
workers to identify and evidence a number of potential outcomes from this review which
would vary the level of saving which could be achieved. The PwC proof of concept for this
idea can be found in Appendix 3.
SAVINGS: Casual and Agency Worker Review:
Options for further appraisal and assessment


All casual worker contracts become non pensionable (up to £3.2 million per
annum employer contribution saving (add in cost here re issuing up to 5,000
new contracts);



Casual worker contracts for certain employer groups become non pensionable
(£540,000 up to in excess of £1.8 million per annum employer contribution
saving);



Outsourcing of some or all casual worker provision (up to £3.2 million per
annum saving in pension contributions and future liabilities, plus internal
headcount costs in OHR/PSPA/Dept, minus agency costs (to be confirmed
through the review); and



Casual worker rates could be harmonised /fixed to a more favourable position
for the organisation (% saving against current £21.2 million per annum
earnings for this group).

CASUAL AGENCY/ WORKER ACTION PLAN:
This research project is scheduled for completion in Summer 2018. Early indications
suggest with longer term pension liabilities actual savings within departmental
budgets won’t be realised for many years. However savings are expected from the
adoption of key principles for future contracts subject to consultation with the
relevant unions.
23

4.6

Idea: “Externalisation of the Bus Service”
SCOPE

This project supports the Programme for Government outcome to have Island transport that
meets our social and economic needs.
An external review of the Department of Infrastructure’s Bus Vannin operation was
commissioned jointly by the Treasury and the Department of Infrastructure (DOI) under the
SAVE Programme. The primary purpose of this work was to identify and evaluate options for
the bus service operation currently delivered by the DOI.
The TAS Partnership Limited has completed a review of the bus service including the
examination of a range of operating models from doing nothing, to selling or franchising the
service; the full report is included within Appendix 6.
The Consultant’s report has concluded overall that the bus service is well run and that many
of the areas where they would expect improvements or cost reductions to be available have
already been addressed by management.
However they have identified further areas for cost savings as follows:


Crew schedules and terms and conditions of employment – it has been identified that
in comparison to other bus operators Bus Vannin’s salary costs are high. Whilst this
is being addressed through the introduction of new starter rates, there are a number
of historic agreements that require review;



It is likely that there are cost reductions that could be made by prioritising the
routes, with careful consideration of social case impacts; the report indicates that
there is insufficient route costing information to report on this accurately. There are
cost reductions to be made here, however the report indicates that the success of
delivery is compromised by the rationale for the provision of some routes being
‘politically’ driven rather than by way of evidence based on need.



Review of recently consolidated charges made for school bus provision;



Review of minibus provision; and



Review of concessionary fares and in particular age for eligibility.
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4.7

Idea: “Review of Heritage Railways (steam, electric, horse trams)”
SCOPE

This project supports the Programme for Government outcome to have Island transport that
meets our social and economic needs.
An external review of the Department of Infrastructure’s heritage railways operation was
commissioned jointly by the Treasury and the Department of Infrastructure (DOI) under the
SAVE Programme. The primary purpose of this work was to identify ways to secure savings
from the current operation of the service.
Over twenty ideas were received during the SAVE Programme which ranged from closure, to
reducing services, privatising or increasing the use of volunteers.
The original PwC proof of concept considered closure of the service (see Appendix 3 for the
proof of concept). However, the Heritage Railways operation was recognised by the SAVE
programme as being part of the Island’s history and a significant tourist attraction.
Therefore the Council of Ministers supported an independent review of the Heritage
Railways.
SYSTRA Limited has completed a review of Heritage railways of the Isle of Man. The review
was designed to answer key questions about the current operations, commercial status,
investment programme and future of the Railways. For reference, a copy of the report is
presented in Appendix 5.
The scope of this work included: the Isle of Man Railway (the steam railway), the Manx
Electric Railway, the Snaefell Mountain Railway, and the Douglas Bay Horse Tramway.
The Heritage Railways are recognised by the Consultant as being an integrated part of the
transport offer on the Island. Furthermore the recent transfer of the Douglas Bay Horse
Tramway to Government has demonstrated the public interest in these services. The Isle of
Man Government continues to provide a subsidised horse tram service operating in
conjunction with the Heritage Railways operations.
The consultant’s report recognises that there has been a long term investment programme
in Heritage Railways services which is planned to continue in the medium term. The
Douglas Promenade Scheme has been cited within the review and whilst no specific
recommendations have been made to the service pattern to be appropriate, the potential
ticket and retail sales provides from a combined operation of electric and horse trams is
referenced.
A range of high level organisational change options were examined including: closure of
lines, privatisation, arm’s length operation, mothballing with limited maintenance only,
revised funding options including charitable trust, museum based railway and finally
volunteer labour. With regards to the use of volunteer labour, it is recognised the
replacement for front-line operational and engineering staff by volunteer labour is
unsustainable.
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The conclusion of the Consultant’s report is to retain the Heritage Railways operation in a
public sector environment, backed with a five year medium-term strategy and indicative
financial plan. This includes Government retaining the day-to day management of the
railways and matters such as staffing and investment priorities within the allocated budget
framework, which would set the delivery outputs.
The SAVE Programme and the Department of Infrastructure recognises jointly the Bus and
Rail services could provide savings over £1M.

BUS AND RAIL ACTION PLAN AND SAVINGS TARGET
That the DOI develop a three year integrated Transport for Mann strategy across
the bus and rail network by November 2018.
That the three year strategy is accompanied by a three year business plan covering
both capital and revenue funding requirements; that demonstrates achieving a
subvention reduction of £1M by 2021/22.
That the principles behind the subvention reduction are readily identifiable (i.e. fare
increases, operating costs etc.) and the Department produces a financial statement
demonstrating the use of funds.
That Treasury commences a subvention reduction of £333k per annum for
Transport from 2019/20.
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4.8 Department of Health and Social Care Ideas
This project supports the Programme for Government policy statement working to ensure
that everyone received good value health and social care services.
4.8.1 Review scope of services at Ramsey and District Cottage Hospital (RDCH)
PwC completed a proof of concept (Appendix 3) related to the delivery of more efficient and
improved consultant-led geriatric medical cover at RDCH, extending into the community,
which would replace the existing model based on cover provided by the local general
practitioners
SAVINGS: RAMSEY AND DISTRICT COTTAGE HOSPITAL
The original savings estimated were £746,000 p.a.: arising from the closure of a ward at
Noble’s Hospital (freeing up nursing staff to replace bank staff) and running consultant-led
geriatric services at RDCH to replace the GP-led service.

RAMSEY AND DISTRICT COTTAGE HOSPITAL: ACTION PLAN
The plan to reduce beds at Noble’s Hospital followed a nursing staffing review, and was
required to ensure that the remaining beds had sufficient clinical staffing. The closure of
ward 5 has now been implemented, as has the introduction of the new model for medical
cover at Ramsey and District Cottage Hospital. The overall cost benefit is now estimated at
approximately £540,000 p.a.
4.8.2 Patient Transfer
The DHSC recognised that cost savings could be delivered through changing entitlement to
funded patient travel and for those escorting patients to and from the Island. Options
ranged from changing escort arrangements only, to restrictions on the types of patients
qualifying for government support for travelling to hospital appointments in the UK.
SAVINGS: PATIENT TRANSFER
The estimated savings ranged from £500,000 p.a. to £2,350,000 p.a., depending on the
scope of the changes actually made

PATIENT TRANSFER: ACTION PLAN
The rules for funded patient transfer, accompanying escort and accommodation in the UK
will be made clearer. A care management system will be implemented to reduce presurgical assessments, follow-up consultations, inappropriate referrals and escorts. Savings
4.8.3 Outsourcing Catering Services
on travelling costs alone are expected to be between £116,000 p.a. and £400,000 p.a.
The use of Department of Infrastructure transport services will be piloted, reducing onIsland expenditure on taxis; with a targeted saving of up to £70,000 p.a.
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As part of the DHSC’s own internal cost improvement programme, catering was identified as
a candidate service for review of alternative models of operation combined with improving
its income and operating budget.

SAVINGS: CATERING FUNCTIONS
In order to reduce expenditure and achieve budget certainty, catering and similar services
are often outsourced in NHS England. This approach is not universal, and there are
examples where services have been outsourced and then returned to ‘in house’
management. However, in the light of the financial challenges faced by the DHSC there
is merit in considering options to deliver its catering services via different means.

CATERING FUNCTIONS: ACTION PLAN
Catering services in schools, University College Isle Of Man and the National Sports
Centre have been transferred to the Department of Education Sport & Culture.
The DHSC has put on hold its consideration of the outsourcing of catering functions until
the long-term future of hospital catering has been determined. A review of the viability
of in-house catering is expected to be concluded by November 2018. DHSC catering
management will focus on a financial improvement plan. Changes to production
volumes, meal arrangements and pricing in retail areas have been made. Financial
performance will be assessed on a monthly basis during the first six months of 2018/19
to assess progress against savings target of £800,000 p.a.
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4.9

Stage 2: Further review and initiation of ideas

4.9.1

The first projects to deliver savings will be the creation of a Public Defender Unit and
Isle of Man Higher Education (HE) consolidation strategy, with combined savings
within the region of £2M.

4.9.2

To meet the £15 million target within the required timeframe, further work has been
undertaken by the SAVE Programme Sub Committee of Council and the Chief
Officer’s Group. This involved revisiting all ideas, including income categorised ideas,
with the objective of initiating further reviews and areas where savings could be
delivered.

4.9.3

Ideas were further selected based on the following criteria and in consultation with
Departments:





4.9.4

Size of savings;
Ease of review;
Stakeholder impact; and
Ease of implementation (e.g. cross departmental impact).

A further review of income ideas gave limited potential for further works. However
during this phase a number of ideas are successfully being initiated for review.
Figure 4.1 below outlines some of these projects and the lead Departments of the
same:

Figure 4.1 Phase II SAVE Ideas to be progressed by Departments
No.

Phase II Idea Candidate

Lead
Department

1

Business Process Reengineering: Asset Management
Review (property; register)

Treasury

2

Contracts Management

Treasury

3

Efficiency Review

Cabinet Office
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Business Process Reengineering: Asset Management Review
4.9.5

A number of Departments and Boards retain asset information relating to property in
a number of different systems, all requiring the collation and updating of relevant
information e.g. value, purchase price, market rent, occupier etc.

4.9.6

The purpose of this review is to undertake a lean business process reengineering
review of the asset management functions across government. This includes the
collection, sharing and processing of property asset data and income processing.

4.9.7

The outcomes from this review should identify productivity, efficiency savings and
de-duplication opportunities.

Contracts Management
4.9.8

Government spends over £100million on external contracts and so the
commissioning of services, tendering and contract management are key financial
controls. Significant advancement has been made in Government’s procurement
policies and practices through the introduction of centralised procurement services
have been over the past few years. It is difficult to quantify the impact of their
activity accurately, however there is little doubt that this has saved Government
considerable sums through the enhanced completion this has brought about.

4.9.9

However, as with many other public sector bodies, it is recognised that Government
can enhance and improve its commercial acumen, especially relating to the
management of contracts. As such a review has been initiated to understand
whether there are opportunities to deliver savings through centralised contract
management services.

4.9.10 Clearly the level of savings available will be identified by the review and there will no
doubt be varying levels of performance across Government however savings of £2
million will be targeted.
Efficiency Review
4.9.11 The Cabinet Office has reviewed the public, staff and Departmental submissions to
the SAVE programme and has identified a common theme relating to more efficient
working.
4.9.12 A corporate efficiency programme which aim to improve service and reduce
operating costs is to be initiated by the Cabinet Office with clear links to the cost
improvement programme and the revised budgeting process. The following themes
would form a part of the efficiency programme:
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Better information and records management
4.9.13 Government still processes huge amounts of information on paper. This theme will
reduce the amount of paper generated and used by Government to reduce storage
space and improve record retrieval. More accurate and accessible information also
helps to improve decision making and efficiency. This would include reducing the
printer estate and associated consumables.
Electronic payments
4.9.14 By reducing the amount of cash and cheques processed by Government both
inbound and outbound, savings can be made through bank charges but also in staff
time, reducing time taken in arduous cash handling procedures. As a default,
Government payments inbound and outbound should be electronic.
Flexible and mobile working
4.9.15 The Strategic Asset Management Unit has already made great strides in reducing the
Government estate and ensuring the majority of office accommodation is owned by
Government and not rented. The primary focus now should be on ensuring
maximum value is derived from the space we occupy. This includes improving
access to mobile working and enabling home working and hot desking.
Digital channels
4.9.16 Work with Departments to drive their paper based communications online. While the
digital strategy is transforming business areas particularly in Health, Police and
Infrastructure, there are still areas of opportunity in other areas to use standard
functions such as online forms to quickly move paper based processes online.
Efficiency Review: Next steps
4.9.17 The opportunities identified above should be worked up into an outline business case
which would give sufficient information to allow a decision to be made as to whether
to move to the next stage of the process. Resource would need to be allocated in
the first instance to support the development of the business case.
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Figure 4.2: Phase II Snapshot
Review unallocated savings target in 2018-19 Budget.

Purpose

Review shortfall in projects to meet unallocated savings target
by:

Review income ideas



Review all ideas to secure further savings

Progress the Council of Ministers supported ideas to business
case stage, detailed appraisal and implementation

Timescales
Expenditure
Action

August 2017 – ongoing
£342,963
Council of Ministers ideas - in progress
Income ideas reviewed – completed
Further ideas identified with Departments – in progress
Implementation of approved projects
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5. NEXT STEPS
5.1

The first two phases of this programme will have delivered some considerable
successes and reductions in spending will arise from the investment that has
been made. However as illustrated below in figure 5.1, these cumulative savings
fall below the SAVE target of £15M.

Public Defender Unit: £1M
HE Consolidation: £1M

SAVE
Target
£15M

Bus, Rail Services £1.0M
Other Government Services TBC

Casual/Agency Worker: TBC
Contracts Review £2M
Efficiency review £0.5M
Asset Management £0.25M

Figure 5.1 SAVE Programme projects and saving estimates
5.2

Over the past eight years Government has worked hard to reduce its operating costs.
This has mainly been in ‘back office’ or support areas. For example the creation of
shared services, vacancy management and terms for new starters and promotions.
Many of the easier projects have been delivered and as a consequence it is becoming
much harder to find the savings from fewer opportunities. A further review of
shared service opportunities could provide further efficiencies and savings, but these
are not yet quantified.

5.3

The work undertaken reviewing the bus services identified that as the bus and
railway services are a function of the Department of Infrastructure, it is difficult to
clearly identify direct costs associated with the service and clear policies relating to
service levels. This lack of transparency means that changes to service levels cannot
be easily made and there is little ability for public scrutiny of the costs allocated by
Government for transport when compared to other services. Priority based budgeting
for an efficient government would provide greater transparency and evidence to
determine future polices and priorities.
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Budgeting for Efficient Government
5.4

The objective of this stream of work is to not only modernise the budgeting
process, but to systematically examine each and every service across
Government to establish:






Why is it being delivered, i.e. what Statute or Policy objective is is linked to;
What is the justification for the level of service that is being provided;
Is the service being delivered efficiently and what are the underlying cost
structures;
Are the commercial relationships managed appropriately; and
What is the priority of this service in comparison to others across
Government.

5.5

The SAVE programme recommended that a series of lean/business process
reengineering reviews (BPR) be undertaken across Government to seek out
improvements. By linking the priority based budgeting approach to the SAVE
projects it will allow the lean work to be focussed on areas where there are
opportunities, but also and very importantly, it will allow any potential
improvements/savings to be secured into the budget allocations and
implementation of improvements secured.

5.6

These efficiency considerations would not be limited to BPR would also allow
consideration of savings/efficiencies to be considered through contracting and
other initiatives and complements the SAVE programme.

5.7

So the outcome from the priority based budgeting approach allows for a
view/conclusion on whether there are processing administrative efficiency
opportunities and therefore potential budget reductions.
Shared Services

5.8

There are still areas of Government’s activities that could be placed into a shared
service and may bring with them an improved and joined up service, but also
cost reductions.
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Appendix 1: SAVE Programme Membership

SAVE Programme Sub-Committee of the Council of Ministers
(September 2018 –current)
Chair:
Other Members:

Treasury Minister Hon A Cannan MHK
Hon D Ashford MHK
Mr L Hooper MHK (September 2017 – February 2018)

SAVE Programme Board
(February 2017 – August 2018)
Chair:
Other Members:

Mr B Shimmins MHK
Mr D Ashford MHK
Mr L Hooper MHK

SAVE Management Team (Supporting Officers):
(February 2017 – current)
Mr C Randall, Financial Controller, Treasury
Mr D Davies, Director of Change and Reform, Cabinet Office
Mrs K Malone, Programme Director, Treasury
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Appendix 2: Twitter Feedback from Online Ideas Hub Provider (Delib)

The Delib Team
Digital democracy, citizen involvement, public participation, deliberation, civic tech. Makers of
Citizen Space. www.delib.net
Apr 11

Manx views: refreshing public involvement on the Isle
of Man
We recently got to chat with the Isle of Man Government about how they changed the way
they communicated with citizens using Dialogue. Here’s what they told us The Isle of Man Government is continuing to modernise the way it interacts with citizens, as
part of a commitment to openness and transparency.
Embracing digital media, enhancing web-based services and inviting public feedback via a
new consultation hub are encouraging more people to have their say on important issues
and to conduct their business with Government online.
Many of the Island’s residents are active online, with an estimated 60% signed up to
Facebook. A lot of discussion of political issues takes place on digital media channels and
online forums and Government was keen to provide an official platform for people to air
their views.
The Isle of Man Government first used Dialogue to help generate broad public engagement
in its Securing Added Value and Efficiencies (SAVE) project. It was considered a good way to
connect with the public in a space that could be monitored and regulated and where ideas
could be formally recognized, reported and acted upon.
People were invited to submit ideas to help Government achieve multi-million pound budget
savings and deliver public services more effectively.
The response was overwhelming. By the end of the first week the Dialogue site had 414
registered users who submitted 401 ideas and 770 comments. One individual contributed no
fewer than 80 ideas during the course of the challenge — a level of engagement the SAVE
team had not expected.
People also used the Dialogue site to communicate with one another and to collaborate on
their ideas. Submissions could be refined and improved by combining suggestions.
The SAVE team opted to moderate posts, but found that the site was largely self-policing
and the conversation was mostly constructive.
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A weekend working rota enabled responses to be checked outside of normal office hours.
This proved particularly helpful as people were very engaged on Sunday evenings — possibly
on account of being on their ‘downtime’, when they had an opportunity to really think about
their ideas.
People could also feedback to the SAVE initiative on postcards and cut-out coupons from the
local newspaper. Postcards were available at public locations around the Island and
members of the SAVE team were on hand to encourage participation and answer specific
questions.
Postcard and coupon responses were input to the Dialogue site, so that they could be
viewed and commented upon by the majority of people who were contributing online.
The manual responses were not as detailed as those submitted online, suggesting that
people found it easier to share ideas on the Dialogue site and were perhaps deliberating
over matters more when they could provide their ideas in a considered way.
Users may have also been more engaged using the Dialogue tool where ideas and
comments are shared, unlike conventional methods where suggestions are submitted in
isolation.
By the deadline, there were more than 1,300 responses and over 2,300 comments — a
fantastic result in terms of public engagement.
The Isle of Man team updated the site to confirm the exercise had closed and to inform
people about the next steps in terms of assessing the ideas and selecting a number for
further consideration.
Several suggestions submitted the SAVE challenge via the Dialogue site are currently being
developed in partnership with the relevant Government Departments. The Isle of Man
Government is using Dialogue again to generate public feedback and ideas to improve road
safety.
It has also been inspired by HM Courts and Tribunals’ use of Dialogue to generate internal
staff suggestions and may consider a similar challenge to improve staff engagement in the
future.
Overall, the Isle of Man Government’s experience of Dialogue has been an extremely
positive one.
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Appendix 3: Proof of Concepts (July 2017)
No.
1
2
3
4
5
6
7
8

Idea: Proof of Concept
Implement a Public Defender Scheme
Higher Education Services Consolidation (including IOMG training)
Introduction of Lean Six Sigma Techniques across Government
Review of casual workers/agency staff
Review scope of services provided at Ramsey and District Cottage
Hospital
Externalisation of Bus Services
Review Heritage Railways (steam, electric, horse trams)
Review subsidies and grants to Arts, Culture and Leisure; and

10
11

Agency Model for semi-commercial operations such as Wildlife
Park, Villa Marina Gaiety (no proof of concept completed)
Review of terms and conditions/ Joint Negotiating Committee
(JNC)
Provision of public sector broadcasting service
Agricultural Subsidy

12

Fire and Ambulance services integration and organisational review

9

Appendix 4: Business Process Review of the Summary Courts Administration
(end2endacademy)
Appendix 5: Review of Isle of Man Heritage Railways (SYSTRA)
Appendix 6: Isle of Man Government Bus Service Review (i) Executive Summary and (ii) Full
Report (The TAS Partnership; April 2018)
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1. Executive Summary
The scope of this work covers the administration processes within the Criminal Summary Fixed
Courts. This includes; Tuesday Courts and Thursday Courts, commencing from Case receipt via
summons or charge sheet, to conclusion within the forum of the Summary Fixed Courts.
The objectives of the pilot review were;
 To improve efficiency and identify savings for the administration processes within the
Criminal Summary Fixed Courts
 To undertake a business process improvement/reengineering review focusing on the
administration processes within scope to;
o identify more efficient ‘To-Be’ process with shorter process and lapse times
o deliver right-first time processes.
 Agree an action plan to implement the identified change within the process.
Issues

The current process was mapped to follow the lifecycle of a typical high frequency Case type. This
identified a number of issues with the current process, including;
 High variability of the number of Cases scheduled per Court session.
 High number of ‘extra’ Court dates required.
 High percentage of adjournments.
 Lack of time in the Court to produce the Court Forms and input adjudication decisions into
AXIOM.
 Delays in validating the Trial Register
 Lack of Performance Metrics to manage the overall process.
 Difficulty of extracting data from AXIOM in a format that enables analysis.
 Lack of standardisation of offence codes and recording information in AXIOM.
 The current AXIOM system is no longer supported with updates, preventing significant
process changes.
Recommended Process
The recommended (To-Be) process has been developed through a number of workshops and
meetings, with key Stakeholders, using the following approach;
 The Principles to guide the direction of long term improvements were developed and
agreed.(Section 5)
 The legislation changes required for the implementation of the principles were identified
and confirmed as feasible within an 18 month timescale. (Section 6)
 The high level ‘To-Be’ process and User Requirements have been agreed to guide the
direction of the development of a future replacement of the Court IT system. (Section 7)
 Whilst there isn’t a compelling Business Case to replace AXIOM with a new System,
significant improvements cannot be achieved with the current AXIOM functionality and the
lack of system support creates a potential risk. Therefore Summary Courts need to plan
future high level system requirements.
 Shorter term changes have been proposed to enable work to start on establishing a clear
performance metric and continuous improvement framework. (Section 8)
Recommendations
1. Management review and approve changes recommended in this Report (section 9.1)
2. Implement the legislative changes identified (Section 9.2)
To ensure that the legislative requirements are in place before the replacement Courts System is
implemented;
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3.

4.

5.

6.

7.

i.
Enable Police to Issue Conditional Bail (similar to UK)
ii.
Extend legislation to enable increased use of Penalty Notices
iii.
Enable digital ‘indication of acceptance’ to replace Defendant ‘wet’ signature
iv.
Enable digital ‘indication of authority’ to replace Justice ‘wet’ signature
Implement Master Offence Code policy and procedure (Section 9.3)
To ensure that Cases can be transferred from Police or AGC to the Courts and also enable future
process performance analysis by Case offences;
i.
Agree Agency responsible for ‘owning’ Master Offence codes.
ii.
Establish the list of offence codes that account for 80%+ of the offences charged on the
Isle of Man
iii.
Ensure all Agencies implement the same offence codes (Police, AGC, DOI, Summary
Courts)
Replace Summary Court IT System to enable user requirements identified
To enable the Principles identified in Section 5;
i.
Define Courts System requirements using the User Stories as a starting point for more
detailed development of use case scenarios.
ii.
Issue detail specification of requirements to enable the high level ‘To-Be’ process
described in figure 5 (Section 7)
iii.
Validate and select appropriate System Supplier
Implement Case category types for performance analysis
To enable performance analysis by different types of Cases;
i.
Define and agree Case category types
ii.
Identify how case categories will be identified in AXIOM/Court System
iii.
Issue definition of Case category types for identification of future Cases
iv.
Pilot categorization of future ongoing cases;
Implement Summary Court Performance Metrics
Regular reporting of performance metrics will enable ongoing Summary Courts process flow
improvements. This will also prove the metrics to be captured before a new system is selected;
i.
Define and agree metrics to be reported for each Case type category.
ii.
Design the spreadsheet calculation data required for each metric to be piloted and
frequency of data capture/reporting.
iii.
Pilot reporting metrics agreed using a spreadsheet to produce monthly summary
performance metrics.
iv.
Investigate extracting data from AXIOM using an application such as Crystal Reports (or
similar)
Implement Initiatives to improve overall flow of Cases through Summary Courts
Extend the Courts Continuous Improvement Programme to improve the following areas;
i.
Identify root cause solutions to reduce the number of adjournments for;
o none appearance of defendant and reduce number of Summons not served.
o ‘No Plea’ tendered at 1st hearing, including legal aid request with ‘No Plea’.
ii.
Complete ongoing analysis to establish baseline timescales for Case type progression
through the different adjournment paths Cases can follow.
iii.
Reduce the number of Court Forms issued through an ongoing programme of combining
and eliminating the need for Court Forms.
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2. Objectives and Scope of the Business Process Review of the Summary Courts
Section 11-Appendix 1 contains the Terms of Reference for the Business Process Review of the
Summary Courts administration processes.

2.1. Objectives
The objectives of the pilot review were as follows;
 To improve efficiency and identify savings for an agreed process
 To undertake a business process improvement/reengineering review focusing on the
administration processes within scope to
o identify more efficient to-be process with shorter process and lapse times
o deliver right-first time processes
o increase efficiency of processes and release of man-hour capacity
 Revalidation of existing ‘as is’ process maps for agreed processes
 Prepare a number of ‘to-be’ process maps taking into account feasible changes over the
short, medium and longer term (e.g. known IT changes and legislation impacts)
 Agree an action plan to implement the identified change within the process.
 Prepare a written report with action/ implementation plan which must include
costs/benefits of recommendations
 A presentation of the report and recommendations etc. to project board first then
representatives of relevant agencies/stakeholders.

2.2. Scope of the Review
The scope of this work covers the administration processes within the Criminal Summary Fixed
Courts. This includes Tuesday Courts and Thursday Courts, commencing from case receipt via
summons or charge sheet (“the trigger event”) to conclusion* within the forum of the Summary
Fixed Courts.
*Conclusion events include case withdrawal by Prosecution (in one form or another), Guilty Plea
(leading to events such as Trial, Committal etc.), setting down for a hearing of some form outside a
Fixed Court session (e.g. Trial, Committal etc.).
 Input ‘Trigger’ event is the receipt of a Charge sheet or Summons sheet.
 Outputs are;
o Court Decision
o Court signed form and letter to relevant body
o Updated in AXIOM with results
Out of Scope areas included;
 Non-Fixed Court sessions in the Summary Courts (e.g. Pre-Trial Review, Trial, Committal
Hearing)
 Juvenile Court
 Court of General Gaol
 Evidence/Case preparation
 Judicial processes or determinations
 The processes of other court users (e.g. Prosecutions, Police, Defense Advocate, Defendant,
Witness etc.)
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Figure 1 – Summary Courts Administrative Process in Scope for the Review

3. Business Process Review Approach Using Lean Principles
The approach involved a number of workshops, interviews and analysis of available information to
create current process maps and improved/reengineered process maps.
 Section 12-Appendix 2 includes the Roles and Agencies consulted during the Review.
The Business Process Review Approach involved using Lean principles and methodology to
understand issues with the current process and to develop an improved ‘To-Be’ process , using right
first time principles and lean process flow principles.
Approach;
 Initial kick off meeting with Summary Courts and SAVE agree the scope and approach for the
Lean Review
 Meetings with the Key Stakeholders (Department of Home Affairs and Attorney General’s
Chambers) to understand Stakeholder ‘value requirements’ from the process.
 Validation of the ‘as-is’ process maps produced during the digital strategy programme
review in September 2016.
 Analysis of Trial Register Court cases over the period 1st October 2017 to 31st January 2018,
including;
o Door Lists (October 2017 to December 2017)
o For The Record Summary times (October 2017)
 Identification of the most frequent Court Case categories, or ‘Runner’ Case scenarios.
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Production of an updated ‘as-is’ process map for a typical (Runner) Court Case lifecycle,
from receipt of Case to Conclusion.
Validation of the updated ‘as-is’ process with the Courts Clerks and Management, with;
o Total process times (minutes) for the Courts administrative resource involved in the
process.
o Total elapsed times (working days) for the Case to progress through a Court Case
lifecycle.
o Identification of all; value add and non-value add activities completed in the
process;
Agree high level Principles to guide and influence the direction of improvement for the ‘tobe’ process.
Develop the agreed ‘to-be’ process to reflect the proposed process change over three time
horizons;
1. Long term 2+ years
 System change user requirements, shorter term legislation impacts
2. Medium term 1-2 years
 Legislation impacts
3. Short term < 12 months
 Process/policy only changes
Quantify benefits and implementation approach
Review recommended ‘to-be’ process with key Stakeholders for consultation and to ensure
high level agreement to proposed changes.
Final Feedback and Report to Project Board.

3.1. ‘Runner’ Court Case Scenarios.
Analysis of the Trial Register and Door list data, from October 2017 to December 2017, identified the
most frequent cases to appear in the Summary Court.
Figure 2 shows the four most frequent case categories that accounted for 72% of all the case
appearances;
1. Driving related cases accounted for 32% of the total number of cases
 These typically involved between 1 and 3 offence codes
 Examples include; SP30, RP10, IN10 etc.
2. Violence related cases accounted for 21% of the total number of cases.
 These typically involved between 1 and 3 offence codes
 Examples include; Affray, Provoking behavior, Obstruction, damage
3. Drug related cases accounted for 12% of the total number of cases
4. Drink related cases accounted for 7% of the total number of cases.
When analyzing a process, it is recommended to identify ‘Runner’ process category types. Runners
are high volume and high frequency of occurrence process types that can be expected to appear
every week. Typically they account for approximately 70+% of the total volume. They have been
used to create the Case lifecycle scenario for the ‘as-is’ baseline analysis. They have also been used
for the development of the ‘to-be’ process.
Driving and Violence cases are examples of ‘Runner’ categories, collectively accounting for 53% of all
cases appearing between October and December 2017.
 Further analysis of the lifecycle of these Case categories indicated that the Cases typically
appear in Court 4 times and can involve 3 adjournments.
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Figure 2 Summary of Door List Case Categories (October to November 2017)

3.2. Current process (As-IS) Validation and Baseline Lifecycle Analysis
Section 13-Appendix 3 contains the following detailed information;
 As-Is process map
 Total process times for a Case Lifecycle
 Total elapsed times for a Case lifecycle
 Value add and non-value add activity summary
Summary findings for a typical Runner case Driving related/Violence related which account for
approximately 53% of volume;
 Each case currently consumes approximately 156 mins of Courts Staff Processing time
 Average 52 cases per week
 Approximately 137.5 hours / week processing time
 Approximately 3.86 FTE (figure inflated by multiple court appearances)
 Each Court appearance (adjournment) requires an additional 40 mins of processing time
 Each Case takes approximately 94 working days from receipt of charge to Summary Court
Sentencing (assuming 3 hearings)
 However, 4 or more hearings are common
 72 days waiting for next appearance
 16 days Court time during the waiting for next appearance
 2-3 day to complete Validated Register
 Only 12% of activities within the process add value.
 88% of activities add no value mainly due to the current process ‘rules’.
 52% of activities are sustaining non value add. The high number of sustaining
activities is due to the current process requirements;
o Documents currently require signing by Magistrates/Deputy High Bailiff
(M/DHB)
o Court Register currently requires checking and signing by M/DHB
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o


Documentation currently required by other agencies
33% of activities are non-value add. These activities involve; printing
documents, photocopying, filing and re-filing of case files.

4. Key Issues identified with the Current Process
4.1. High variability in Case volumes per session
There has been significant variability in the number of Court cases scheduled per session. (October
2017 to January 2018). Currently the Police and AGC are able to book new Summary Court Cases
without any restrictions.
The volume of Cases fluctuated between 20 and 40 per Court session, with an average over the
period of 26 Cases per session.
 Since January 2018, the volume and variability has increased, with an average of 30 Cases
per session
 Minimum of 16 and maximum of 44 Cases scheduled over the period.
 The volume ‘spikes’ coincide with the Magistrates Court session
There is a need for improved coordination between Police, AGC and the Courts to manage a ‘flow’ of
cases through the system. This will provide the foundation for planning a more stable schedule and
enable essential Case actions to be planned and completed.
There is also a need to reduce the number of cases that are required to be scheduled in Court.
 Increasing the number of ‘Lower level’ offences that can be dealt with outside the Summary
Court System will help to reduce overall volumes.
Figure 3 – Number of Door Cases Scheduled for each summary Court Session from October 2017 to
January 2018
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4.2. High number of ‘extra’ Court dates required
Summary Courts are scheduled for Tuesday (Deputy High Bailiff Court) and Thursday (Magistrates
Court). The current legislation requires the Police to schedule a Court appearance within 48 hours
with a Charge sheet. This requires scheduling extra Court sessions when Cases cannot wait until the
regular Tuesday or Thursday Summary Courts.
An analysis of the number of extra Courts sessions between October 2017 and December 2017
indicated;
8 Saturday/bank holiday ‘extra’ Courts
= average 32 per year
15 weekday ‘extra’ Courts
= average 60 per year
Changing the legislation to enable Police conditional bail, similar to the UK system, would
significantly reduce the number of ‘extra’ Courts.
 This may also reduce the number of adjournments due to ‘No Plea’ at first appearance.

4.3. High number of Case adjournments
Analysis of the Trial Register indicated that approximately 75% of Cases between Nov and January
were adjourned (352 out of a total 464 appearing on the Door List)
Each adjournment creates a delay of typically 4 weeks and duplicates Court work required for preCourt Case preparation and post-Court actions.
 Adjourning for Social Enquiry Report before sentencing creates a delay of 4 to 8 weeks
 Adjourning for Pre-trial review, sentencing, summary trial typically 4 weeks
The remaining 25% of cases resulted in a conviction, or were committed to Court of General Gaol.
An analysis of the adjournment reasons recorded in the Trail Register indicated the potential to
reduce the number of unnecessary adjournments through improved Summary Court metrics and
ongoing analysis of the root cause reasons for;
 None appearance by defendant (& advocate) and Summons not Served accounted for a
total of 78 adjournments (22%)
o These reasons are linked, with none appearance often followed by a Summons not
served.
o Obtaining confirmation of Summons Served before scheduling Court appearance
would reduce the number of adjournments.
o Increasing the ‘Penalty’ implications for non-appearance would also potentially
reduce the adjournments for non-appearance
 No Plea - 1st appearance (no plea) and legal aid request (no plea) accounted for 76
adjournments (22%).
o Only 8% 20 of the 253 January 2018 Cases indicated a Plea at 1st appearance (8%).
o Completing a root cause analysis and investigating the potential to ‘proactively’
increase the number of Pleas at 1st appearance (either Guilty or Not Guilty) enables
progression of the case onto sentencing or Pre-trial / Trial rather than adjourning,
resulting in additional delays.
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Figure 4 – Adjournment Reasons Recorded in Trial Register at Summary Court

4.4. Lack of Performance metrics to manage and improve overall process
Currently there are no formal performance metrics to summarize Case category performance and
progression through the Summary Courts. The Lean Review demonstrated the difficulty of extracting
data in a format that enables analysis.
 The only way to achieve data analysis was to complete manual analysis of the printed Trial
Registers.
The lack of ‘factual’ data results in ‘perceptions’ of the process performance and an inability of the
Summary Courts to facilitate overall process performance
There is a need to implement reporting metrics (with improvement targets) by agreed case type on;
 % adjournments,
 average time to resolution,
 # cases pending etc.

4.5. Standard offence codes, adjournment reasons are not used throughout the process
Linked to the lack of Performance metrics is the lack of standardization of recording information in
AXIOM;
 Standard offence codes are not used across the Police, AGC and Summary Courts.
 Court adjudication decisions that appear in the trial register are not standardized.
 Adjournment reasons are not standardized.
 Multiple instances of individuals exist within the system.
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Case information is inputted as ‘text’ within the individual Case details, with the consequent
variation in wording. This makes the task of performance measurement and improvement very
difficult.
There is a pressing need to establish; standardized offence codes, adjournment reason categories,
adjudication reason categories. Doing so will potentially enable quicker Case input into the Court
system and Case analysis.

4.6. Producing ‘Word’ forms in Court reduces time to update AXIOM adjudication records
For the Record analysis of Court Cases held in December indicated an average time between Cases
heard in Court of 13 minutes. When the Magistrates or Deputy High Bailiff have made the Court
decision the Court Clerk has very little time (approximately 3 minutes) to complete the adjudication
actions.
Court Forms need producing to be signed in Court by the Magistrates or Deputy High Bailiff and /or
defendant. The most frequent Forms produced are; Bail Forms, Probation Forms and Custody
Forms.
 Produced using Microsoft Word Form templates, printed off and then signed in Court.
After producing the Court Forms the Clerks do not have enough time to update the AXIOM Case
records before the next Case commences. The information entered into AXIOM duplicates the
information entered into the Word templates.
Consequently, Case detail notes are made during the session and then AXIOM records updated at
the end of the day. This means that the AXIOM Trail Register cannot be validated by the
Magistrates/Deputy High Bailiff until the next day or later.
There is a need for the AXIOM (or a replacement Court system) record to be updated in Court and
then use the system to populate any Forms that need to be produced in Court.

4.7. Agencies need notification of Court outcomes when the defendant leaves the court
Due to delays in updating and validating AXIOM Trial Register, the Court Clerks produce
spreadsheets and emails that are sent to inform agencies of Case outcomes at the end of each Court
session. This increases duplication of activities and information.
In certain higher risk cases the Police would like to receive Court outcome decisions as soon as the
Case decision has been made.
 For example Bail conditions for certain defendants.
Agencies have access to AXIOM. However, the Trail Register is not validated until an additional
minimum of 1 day, in the case of the Deputy High Bailiff Court, and up to 3 days, in the case of the
Magistrates Court.
AXIOM holds the master data and this cannot be confirmed as ‘valid’ until the Trial Register has
been validated.
There is a need for the AXIOM (or replacement Court system) adjudication record to be updated and
validated in Court. This will enable relevant agencies to view Court adjudication outcomes more
quickly.
It will also enable AXIOM/Court System to;
 communicate outcomes direct to other agencies
 potentially produce required Court forms from system templates
 Considerably reduce the amount of duplication of information.
Any changes to enable quicker inputting directly into AXIOM will require system changes.
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4.8. Court forms may not need printing if signatures were not required by legislation
Points 4.6 and 4.7 have identified that Agencies (Police, Prison, and Probation) have access to
AXIOM and could be informed via AXIOM record transfer.
Currently Court Forms are produced, signed in Court by the Magistrate, deputy High Bailiff and
copies are sent to agencies.
 Bail , Probation, Social Enquiry Report, Custody information Forms
There is the potential to reduce the number of Court Forms produced for other agencies if AXIOM
(or replacement system) can communicate outcomes directly to Agencies.
 If a physical Court Form is required in Court, this can be produced from the system
template.
This will require changes to legislation to replace a ‘wet signature’ with a digital indication of
approval or acceptance.

4.9. Large number of variations of Court Forms can be produced in Court
There are currently approximately 60 different Court Forms that can be produced.
 There are 5 variations of the Bail Bond Form, with different variations of bail conditions.
 There are 5 variations of the Custody Form with variations on the wording;
o “You, the Constables of the Isle of Man Constabulary are hereby required to convey
the accused to the Isle of Man Prison……” depending on whether the defendant has
been accused or convicted.
o However, The Isle of Man Prison now treat all Custody individuals the same,
whether waiting trial or convicted.
The number of Court Forms will need rationalizing to enable a future system to produce Court
Forms from system templates. This will require an ongoing rationalisation and standardisation of
Forms to combine multiple Form variations into the least number of variations possible for each
Form use. (i.e. Bail, probation, Custody etc.).
Where forms are only for Agency communication then the objective should be to eliminate the
Form and use digital authorization/notification.

4.10. AXIOM holds the master data, but is perceived difficult to make changes
Issues 4.4, 4.6, 4.7, 4.8 and 4.9 are related to the difficulty of making system changes to AXIOM. All
users of AXIOM have commented on the problems of making system changes and extracting data
that can be used for performance improvement analysis.
The system is almost 19 years old and the software has not received ongoing updates to the latest
supported version. The system is scheduled to be replaced in 2 to 3 years. As a result there has
been a reluctance to invest in improving the system capability because of the costs involved for adhoc changes. AXIOM.
There isn’t a compelling Business Case to replace AXIOM with a new system. However, significant
improvements cannot be achieved with the current AXIOM functionality and the lack of system
support creates a potential risk. Therefore Summary Courts need to plan future high level system
requirements.
Replacing AXIOM with a ‘newer system’ provides an opportunity to design and specify how the
system can help the summary Courts provide an improved Courts process. Section 7, which cover
the long term ‘To-Be’ process requirements, is intended as a starting point for further systems
requirement work to specify the detailed system requirements.
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5. High level Principles to guide improvement for the ‘to-be’ process
Workshops were held with the Summary Courts Senior Management Team to agree and update key
high level principles that should be used to guide the direction of future improvements.
One of the foundation principles for sustaining long term lean improvements is to establish long
term constancy of purpose and direction from Senior Management. The most important role for
Leaders is to agree and set the future direction and then consistently work towards improving
processes and service outcomes at all levels. This forms the basis of a culture of continuous
improvement within the organization.
The workshops had participation from the Programme, Manager Digital Strategy GTS) to ensure that
the Principles could potentially be enabled through future system changes.
The following principles have been agreed;

5.1. The number of Door cases should be ‘smoothed’ to ‘level load’ cases heard
Through analysis and agreement the maximum number of ‘available’ Cases should be agreed for
both the Tuesday and Thursday Summary Courts.
 The maximum available number can be planned to also enable space for previously
adjourned cases to be heard.
Initial analysis over the October 2017 to January 2018 period indicated an average of 26 cases per
session could be used as the starting point for agreement.
 This figure can be altered depending on the cases to be heard by Magistrates and deputy
High Bailiff.
This enables a smoother workload of Cases though the Courts system and the planning of time to
complete the standardized activities update into the system when the adjudication decision has
been announced in Court.
The stability will also enable clarity and improvement of case type performance metrics
This principle will also need Principle 3 to reduce the # of low level cases entering the system.

5.2. Courts should define the maximum cases available to book per session by Police/AGC.
The Summary Court can facilitate the flow of cases by analyzing capacity and planning the maximum
number of cases available to ‘book’ per session;
 The number of available spaces could also be split by Charge cases available and Summons
cases available, or by case type.
 There should be a ‘service agreement’ for confirming live court case dates, including
min/max guiding principle of expected Court slots.
 Identify how to Increase the use of plea before venue to encourage consideration of likely
plea before the Case is heard in Court. Guilty plea cases could be ‘prioritized’ so they can be
dealt with earlier.
This enables management of level loading and prioritization of cases into the Courts system.

5.3.

‘Low level’ offences should not enter the Summary Court System

To reduce the number of Cases entering the Court System ‘low level’ offences should be resolved by
expanding statute to increase the use of alternative penalties;
 Identify potential to expand Fixed Penalties with Summons for non-payment.
 Identify potential to introduce fixed penalty attached to cautions, with Court Summons for
non-payment.
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5.4. Police/AGC should be able to ‘book’ cases into available Door List spaces.
The police/AG should be able to transfer the case details onto the Court system.
 Name, address, DOB, offences charged
This enables reduction of duplicate data entry and duplication errors.

5.5. A standardised master list of offence codes should be used by all agencies.
AGC should generate and be responsible for all updates to the master list of offence codes and
penalties - irrespective of which Agency legislation is amended or updated.
 The wording of offence codes needs to be consistent throughout all agencies.
Enables standardization of offence codes to simplify data entry and enable performance
management.

5.6. All documentation should be electronic and viewable online
Courts should define the authorized users from Agencies allowed to view information, within an
appropriate secure environment.
Enables streamlined processing and elimination of double handling of paperwork.
Enables single source of information and avoids duplication.

5.7. Court decisions should be entered into the System and verified for each Case hearing
This will require System drop down decision category codes for quick adjudication decision entry.
 Adjudication decisions and adjournment reasons will need to be standardised to enable
speed of entry and consistency of entry for future continual improvement analysis.
 Any required Forms to be produced in Court can be populated from the information
entered.
Time will need to be planned for entering information directly into the system. However, this time is
currently spent producing the Word documents that are printed and signed in Court. Therefore
there shouldn’t be an overall increase in Court time, if the system input can be designed effectively.
This enables Court decisions to be available to Agencies as soon as the Case decision has been made
in Court.

5.8. Court Trial Register should be ‘validated’ at the end of the Court Session
If individual cases can be entered and validated when each Case has been concluded, then the Trial
Register can be validated during the Court session and ‘signed off’ at the end of the Court session.
Enables timely releasing of decision outcomes to relevant agencies

5.9. Court decisions should be shared electronically with agencies
Implementing Principles 5.7 and 5.8 will enable the Court adjudication decisions to be shared,
through the Court system, to other agencies, pending authority and information restrictions per
Agency.
This enables elimination of spreadsheets, emails and copies of forms to be produced.

5.10. Digital ‘indication of acceptance’ from Defendant should be implemented
Defendants currently sign Court Bail Forms to indicate their acceptance of Bail conditions. However,
they do not receive a copy of the Bail Form. Enabling defendants to indicate digital ‘indication of
acceptance’, through an electronic signature or equivalent, will enable the Court system to produce
any Court Forms required.
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The defendant should receive a paper copy of the bail conditions to remove doubt as to
conditions.
This enables online processing and avoids creating and handling additional paperwork.

5.11. Implement Digital ‘indication of authority’ from Magistrate/Deputy High Bailiff.
The Magistrates/ Deputy High Bailiff currently sign Court Forms authorizing the Court decision.
Enabling the Magistrates/ Deputy High Bailiff to indicate digital ‘indication of authority’, through an
electronic signature or equivalent, will enable the Court system to notify Agencies of Court decisions
and to produce any Court Forms required in Court.
This enables timely notification to agencies and avoids creating and handling additional paperwork.

6. Legislation Changes required for the implementation of the Principles.
Future medium term and long term changes will require changes to legislation to enable them to be
implemented.
A meeting was held with the Department of Home Affairs, to discuss the recommended legislation
changes in Sections 6.1 to 6.6 below, involving;
 Deputy Chief Executive,
 Criminal Justice Manager,
 Legislation Manager.
Department of Home Affairs confirmed that all of the legislation changes that have been identified
below could be implemented within approximately 18 months.

6.1. Enable Police to Issue Conditional Bail (similar to UK)
Issue 4.2 identified the issue that current legislation requires the Police to schedule a Court
appearance within 48 hours with a Charge sheet. This requires scheduling extra Court sessions when
Cases cannot wait until the regular Tuesday or Thursday Summary Courts. It is also one reason
behind the variability of Door list cases.
Changing legislation to enable the Police to issue Conditional Bail would eliminate the need for the
‘extra’ Courts to grant Bail.
Enabling the Police similar Conditional Bail powers as the UK Police force, could also potentially
improve the following;
 Enable the ‘smoothing’ Summary Court Cases by allowing Cases to be scheduled over a
longer time window of up to 20 days.
 Enable more proactive use of Plea before venue. By scheduling Cases within an agreed time,
there is an increased opportunity to present the charges so that the defendant can be asked
to indicate how they intend to plead to each of the charges.
Department of Home Affairs confirmed that Police Conditional Bail will be introduced within 18
months.
This legislation change should be prioritized and implemented as soon as possible because it will
enable a reduction in the number of cases entering the Summary Courts. This will then enable
Courts Clerks time to implement other recommendations in this report.

6.2. Extend legislation to enable increased use of Penalty Notices.
Issue 4.1 and Principle 5.3 identified that a significant proportion of cases entering Summary Courts
are lower level offences. Changing legislation to extend the number of ‘lower level’ offences that
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can be dealt with outside of Summary Courts will reduce the volume of Cases entering the Court
system.
Extending legislation to enable increased use of; Penalty notices for Disorder and extending the
Motoring offence penalty notice, will reduce the number of cases at Court.
The Court System can be used in Cases for non-payment and repeat offences
Department of Home Affairs confirmed that these legislative changes could be implemented within
the legislative changes required to deliver the strategy of the Criminal Justice Board.

6.3. Enable Digital ‘Indication of Acceptance’ to replace Defendant ‘wet’ signature
Issue 4.6 and Principle 5.10 identified that replacing the current requirement for the defendant to
‘wet’ sign the Bail Bond would enable Adjudication decisions to be updated directly into the Court
System.
Industries such as; Financial Services, Insurance and Private Healthcare are increasingly adopting
electronic signatures to replace ‘wet’ signatures.
Changes to legislation to enable electronic signatures from defendants will enable adjudication
decisions to be updated into the Court System. A paper Bail Bond Form can be printed in Court and
given to the Defendant to confirm Bail conditions and the Court system can update other Agencies
with the Bail conditions.
A ‘fixed’ monitor can be located in the area that the defendant stands that will enable them to
electronically sign to ‘indicate acceptance’
FTR audio can be used as a backup to confirm verbal acceptance and AXIOM adjudication decision
provide the formal Court record
Department of Home Affairs confirmed that this can be included in Digital Strategy legislation
requirements.

6.4. Enable Digital ‘Indication of Authority’ to replace Justice ‘wet’ signature
Issue 4.8 and Principle 5.11 identified that replacing the current requirement for the Magistrates or
Deputy High Bailiff to ‘wet’ sign the Court Order Forms would enable Adjudication decisions to be
updated directly into the Court System.
Similar electronic signature software can be used, as described in section 6.3, to enable Deputy High
Bailiff / Magistrates to authorize the Court decision.
 If a Court Form is required to be produced in Court, The Magistrate/Deputy High Bailiff can
use the ‘electronic signature’ to authorize it.
 Certain Court Forms could be eliminated if the adjudication decision was updated directly
into the Court System, authorized and then updated directly to relevant Agencies.
 Consideration could also be given to enabling Court Representatives to authorize
adjudication decisions to be communicated to Agencies.
 Consideration should be given to enabling Court Representatives to authorize ‘Validation of
Trial Register’
FTR audio can be used as a backup to confirm verbal decisions and AXIOM adjudication decision
provide the formal Court record.
Department of Home Affairs confirmed that this can be included in Digital Strategy legislation
requirements.
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6.5. Motoring Offence endorsement points communicated from the Court System
Currently the Court Clerks maintain a spreadsheet of motoring offence decisions and driving license
penalty points are updated during the Court and emailed to Department of Infrastructure to be
included on individual driving licenses.
Issue 4.5 and Principle 5.5 identified the need to standardize offence codes. Including motoring
offence codes would enable the Court decision to be entered directly into the Court System, the
Court System could then notify DOI driving licenses.
Department of Infrastructure confirmed that there is no legislative reason preventing Courts System
incorporating these changes.

6.6. Rationalize and Combine Court Forms
Issue 4.9 and Principle 5.6 identified the need to reduce the current number of Court Forms used
and to eliminate the need for a Court form where adjudication decisions can be communicated
directly from the Court System to other Agencies. To enable this, the number of different Court
Forms needs to be combined and reduced so that the information required can be populated from
templates in the Court System, after adjudication decisions have been entered.
Department of Home Affairs confirmed that no legislative reason requires Court Forms. Court rules
and procedures are likely to govern the format of Forms.

7. High Level Long Term ‘To-Be’ Process incorporating System changes
A high level system ‘To-Be’ process workshop was held to identify and agree high level user
requirements and high level ‘To-Be’ process which incorporated long term system changes.
Participants included;
 Summary Courts Senior Management Team,
 GTS Digital Strategy Programme Manager and Business Analyst
 SAVE Programme Director and Project Manager
Assumptions for the long term ‘To-Be’ involving systems requirements
 ‘System’ = functionality requirements requirements that need to be enabled by a future
Summary Courts sytem.
 The To-Be process will enable the Principles described in Section 5
 The To-Be process assumes that the legislative changes identified in Section 6 have been
implemented
 FTR voice backup will continue to be used in the Court room
Section 4.10 identified the problems with AXIOM that prevent significant process improvements.The
Police are implementing the CONNECT system which will enable electronic transfer of Case Charge
Sheet Offence information. Maintaining AXIOM will require the electronic Charge Sheet information
to printed out and manually filed in the Court Process.
Government Technology Services have identified the need to replace the existing AXIOM system and
are planning to specify detailed system requirements and start the replacement system selection in
approximatley 2 years time (2020).
To help clarify the Principles User Stories have been agreed to clarify user needs.
The high level ‘To-Be’ process, incorporating long term system changes, is shown in figure 5. This,
together with the User Stories (Table 1), is intended to guide the system requirements in order to
ensure that the Principles established in Section 5 can be implemented .
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Figure 5 – High level ‘To-Be’ process, incorporating long term system changes.
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Custody etc

3. Pre-Court Court
 Court Clerk
Court reviews
‘requested’
slots
 Option to
move request
if required
 Accepts Court
cases

11. End of Court
Session
 End of Court
Session
Validate
Register. If
individual
cases have
been verified
the ‘Trial
Register’
should be
correct
 Approve by
DHB/Mag
(Signature if
required)

4. Pre-Court Court
 Clerk validates
door list with
charge
offences for
Court
 Confirm any
additional
reports
received
 Door list
available to
view by
agencies

12.Post-Court
 Agencies
view
Validated
Outcome
(Register)
 Reports
requested
generated by
agencies
 Uploaded to
Court Case
File

5. Court Session
 FTR audio
recording
Started
 Case heard
(prosecution
and Defence)
 Plea
requested

6. Court
 Mag/DHB
Decision
entered into
‘System’ as
decision read
out.
 Drop ‘down’
used for quick
input of data.

13 Post-Court
 Reports
requested
generated by
agencies
 Uploaded to
Court Case
File

7. Court
 Schedule
adjournments
& pre-trial
review into
Court Diary

Court
Conclusion

8. Court
 System
produces any
Court
documents
from
adjudicated
decision
populating
form
templates

15. Case
Conclusion
(sentence,
General Gaol,
Charges dropped,
Not Guily)

During the workshop User Stories were agreed for the following user groups;
 Courts Clerk
 Police,
 AGC
 Deputy High Bailiff ,
 Magistrates
 Prison, Resource staff
User stories agreed are included in Table 1
Section 14-Appendix 4 – contains the list of User Stories, with each user requirement identified as;
 Priority
- low , medium or high
 Cost
- estimate of cost to provide functionality
 Requirement
- key requirements identified to enable the functionality in the system
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Table 1 User Stories agreed to be included in the system requirements for long term ‘To-Be’ Process.
Principle
As a(user)
I want to….
So that….
Principle1
Court Clerk Make the court dates and # of 'slots' available The # cases to be heard per session can be
per day
managed
Principle 4
Police
Select Court date from available slots
I have confirmation of court date booked
Principle 4
Police
Be able to transfer the Case offence details
The correct case details are entered into the
onto the court system
system
Principle 4
AGC
Select court date from available slots
I have confirmation of court date booked
Principle 4
AGC
Be able to transfer summons details onto the
The correct case details are entered into the
court system
system
Principle 2
Court Clerk Be able to validate the dates booked
The case is authorized as a 'live' court case
Principle 6
DHB/Mag
Be able to view Door list and offences
I can understand Court case details
Principle 6
Court
Be able to view Door list and offences
I can see list of Cases to appear in in Court
Usher
Principle 6
DHB/Mag
Be able to view additional case info (social
I can understand the updated 'current' Court
reports etc.)
case details
Principle 7
Court Clerk Enter the DHB/Mag court decision directly
The case court decision can be validated by
into the Court System quickly
Mag/DHB and made available to agencies as
soon as possible
Principle 7
DHB/Mag
Read the entered court decision
The case decision can be approved quickly
before the next case starts
Principle 8
DHB/Mag
Validate the Trial Register at the end of the
The 'Validated' Register details can be made
Court session
available to all relevant agencies
Principle 6
Police
Receive notification of bail and bail conditions I am aware of defendant bail conditions for
as soon as the defendant leaves court
high risk offenders
Principle 10 Court Clerk Have an electronic version of the bail
The defendant can indicate acceptance of
conditions for the defendant
the bail conditions online
Principle 10 Court Clerk Be able to print a bail document directly from The bail document can be given to the
the Court System
defendant to remove doubt as to the
conditions
Principle 11 Court Clerk Have an electronic version of the custody
The Mag/DHB can authorize the custody
warrant details
warrant details
Principle 11 Mag/DHB
Be able to read and approve an electronic
I can indicate authority for the custody
version of the custody warrant details
warrant
Principle 9
Resource
Be able to print off the custody warrant in the Can have a record (if I want to) of the
Court Custody Suite
defendant custody warrant
Principle 9
Prison
Be able to receive notification of the custody
The details can be entered into the
warrant details
defendants PIMS record
Principle 9
Court Clerk Be able to print off court fine notifications
The defendant can take the fine notification
with them from court
Principle 7
Court Clerk Be able to input the driving license
DOI can be notified of the individual driving
endorsement details
license offences to update their system.
Principle 8
Court Clerk Print off the trial register at the end of the
The Mag/DHB can authorize and validate the
Mag/DHB
Court Session
Trial Register
Principle 9
Court Clerk Receive documents, such as social reports, in
They can be attached to the defendant
pdf format
record in the Court System
Principle 11 Mag/DHB
Be able to read and approve an electronic
I can indicate authority for the custody
version of the custody warrant details
warrant
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8. Shorter Term Changes Proposed to enable the ‘To-Be’ Process
Implementing legislation changes will take approximately 18 months. Specifying and selecting a new
Courts System will take approx. 2 – 3 years. Whist these changes can be regarded as medium to long
term implementation actions, there are important shorter term (less than 12 month) changes that
need to be agreed and implemented. These are required to establish a clear performance metric
framework and to provide the basis for continuous improvement of the overall flow of Cases
through the Summary Courts.
Issue 4.4 identified that currently there are no formal performance metrics to summarize Case
category performance and progression through the Summary Courts. The Lean Review
demonstrated the difficulty of extracting data in a format that enables analysis.
The following shorter term changes have been identified;

8.1. Establish Case ‘type’ categories for Performance analysis
To enable performance analysis the Cases need to be identified and categorized into Case type
categories. To get the maximum benefit from a new system, data attributes need to be identified so
that information can be entered and Performance Metrics produced.
Future improvements will be achieved by continually identifying improvements to flow for each
Case type category.
For example Cases could be categorized as follows;
 Lower level offences
o Cases in this category could potentially be dealt with outside of the Summary Court
 Either Way offences
o Cases in this category would need to appear and be sentenced in Summary Court
o This category could be split into 2 categories, i.e. cases most likely to be Summary
Court and genuine either way offences.
 General Gaol offences
o Cases in this category would be highly likely to progress to General Gaol.
Summary Courts should agree the most appropriate categorization of Case types.

8.2. Establish key Summary Courts performance measures for each Case category ‘type’
After Case categories have been agreed, Summary Courts Performance Metrics need to be agreed
for reporting on a weekly/monthly basis. For example the following Performance Metrics could be
reported for each Case category type;
 # and % completed at first hearing
 # and % of adjournments
 Average adjournments per case category type
 Average duration of case type from 1st Court hearing date to Conclusion date
 Durations by adjournment stage
 Total # of cases pending (in process)
Summary Courts should lead the agreement with the key stakeholders of the most appropriate
Performance Measures for each Case category type.

8.3. Report key Summary Courts Performance measures, with targets set
Reporting Performance metrics will require System changes to enable data to be extracted and
reported for the metrics agreed in Section 8.2. A system helps by ‘automating’ data capture and
reporting. However, human intelligence is required to define what information should be captured
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and how the metric should be calculated. Therefore, Summary Courts need to pilot the Performance
measures by using a spreadsheet to record data and prove that the metrics can be measured;
 This will require Cases to be categorized when they are received on the Doors List in AXIOM
 This will require designing the spreadsheet calculation data required for each metric to be
piloted and the frequency of data capture
 This will require attempting to extract data from AXIOM into spreadsheet format (or manual
input will be required)
In the first instance the objective should be to report monthly Summary Court Performance metrics.
This will prove that the metrics can be reported and establish data categories required in the new
Courts System.

8.4. Complete ongoing analysis of case type adjournment reasons
Issue 4.2 identified the high percentage (75%) of Case adjournments.
As part of the ongoing Summary Courts Continuous Improvement Programme, continuous
improvement projects should be started to Identify root causes for;
1. Defendant none appearance and Summons not served, which accounted for 22% of
adjournments.
2. Reasons for ‘no plea’ tendered at first hearing (often combined with legal aid request),
which accounted for 22% of adjournments.
As part of this continuous improvement project, scope should include examining the
potential to proactively increase use of Plea before Venue for case types.

8.5. Complete ongoing analysis of time between adjournments for case progression.
Issue 4.2 identified the high percentage (75%) of Case adjournments.
When Case types have been agreed (Section 8.1) and Performance metrics piloted (Section 8.3),
Summary Courts should start on ongoing analysis of timescales by case type to establish;
 baseline timescales for Case type progression through the different paths Cases can follow;
o adjournments for reports
o pre-trial review
o Summary trial
o Sentencing
 identify root causes and potential solutions for increased ‘flow’.
When baselines have been established progression targets could be recommended for the lower
level case categories.

Page 25

9. Recommendations
9.1. Management review and approve change approach
Management decision to proceed with recommendations in report covering;
1. Identified legislation changes
2. High level ‘To-Be’ process incorporating User requirements for the Courts System
3. Shorter term changes
Timescale: Short term (<12 months)
 Suggested Owner – General Registry
 Suggested timescale – within 2 months

9.2. Implement the legislative changes identified
The following legislative changes need implementing to ensure that the legislative requirements are
in place before the replacement Courts System is implemented;
i.
Enable Police to Issue Conditional Bail (similar to UK)
ii.
Extend legislation to enable increased use of Penalty Notices
iii.
Enable digital ‘indication of acceptance’ to replace Defendant ‘wet’ signature
iv.
Enable digital ‘indication of authority’ to replace Justice ‘wet’ signature
Note: Systems changes will also be required to enable digital ‘signatures’
Timescale: Medium term (<24 months)
• Suggested Owner – Department of Home Affairs
• Suggested timescale – within 18 months

9.3. Implement Master Offence Code policy and procedure
The following actions are recommended to ensure that a common (Master) list of offence codes can
be established. This ensures that Cases can be transferred from Police or AGC to the Courts and also
enables future process performance analysis by Case offences (See Section 8);
1. Agree Agency responsible for ‘owning’ Master Offence codes.
o The AGC have been suggested as the most appropriate Agency.
2. Establish the list of offence codes that account for 80%+ of the offences charged on the Isle
of Man
o This would typically be 20% of the possible offence codes
3. Ensure all Agencies implement the same offence codes (Police, AGC, DOI, Summary Courts)
Required for standardisation and performance metrics
Timescale: Short term (<12 months)
 Suggested Owner – Attorney General Chambers
• Suggested timescale - After completion of Recommendation 9.1
o Within 3 months

9.4. Replace Summary Court IT System to enable user requirements identified
Section 8 described the high level ‘To-Be’ process and the User Stories which are intended to guide
the system requirements in order to ensure that the Principles established in Section 5 can be
implemented.
To help clarify the Principles User Stories have been agreed to clarify user needs.
The following actions are recommended to enable the Principles identified in section 5;

Page 26

iv.

Define Courts System requirements using the User Stories as a starting point for more
detailed development of use case scenarios.
v.
Issue detail specification of requirements to enable the high level ‘To-Be’ process
described in figure 5 (Section 7)
vi.
Validate and select appropriate System Supplier
It is acknowledged that there isn’t a compelling Business Case to replace AXIOM with a new System.
However, the issues with AXIOM and the fact that it is no longer being supported with updates,
require the specification of system requirements.
Timescale: Long term (> 24 months)
• Suggested Owner – General Registry/GTS
• Suggested timescale – Within 36 months to specify system requirements
o System selection and implementation will take longer

9.5. Implement Case category types for performance analysis
Section 8.1 recommended implementing Case categories to enable performance analysis by
different types of Cases. The following actions are recommended;
v.
Define and agree Case category types
vi.
Identify how case categories will be identified in AXIOM/System
 Identify Case category at Court Hearing
 For example each Case could be identified with the Case category type in an
identified field in AXIOM.
vii.
Issue definition of Case category types for identification of future Cases
viii.
Pilot categorization of future ongoing cases;
 Recommended option would be to use AXIOM and pilot using an application
such as Crystal Reports (or similar) to extract cases by each category
Timescale: Short term (< 12 months)
 Suggested Owner – General Registry
 Suggested timescale – After completion of Recommendation 9.3
o Within 3 months to issue definition of Case category types for identification of
future Cases and pilot categorization of ongoing cases.

9.6. Implement Summary Court Performance Metrics
Section 8.2 and 8.3 recommended establishing and reporting Summary Courts performance metrics.
Doing so will prove the metrics to be captured before a new system is selected. Regular reporting of
performance metrics will also enable ongoing Summary Courts process flow improvements.
The following actions are recommended;
v.
Define and agree metrics to be reported for each Case type category.
vi.
Design the spreadsheet calculation data required for each metric to be piloted and
frequency of data capture/reporting.
vii.
Pilot reporting metrics agreed using a spreadsheet to produce monthly summary
performance metrics.
 Suggest piloting for a period of 4 months to allow Cases to progress through
their complete ‘Lifecycle’
viii.
Investigate extracting data from AXIOM using an application such as Crystal Reports (or
similar)
Timescale: Short term (< 12 months)
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Suggested Owner – General Registry
Suggested timescale - After completion of Recommendation 9.5
o Define and agree metrics to be reported
- 2 months
o Pilot reporting of Performance Metrics
- 4 months
It is acknowledged that this pilot reporting will increase workload on Court Clerks.
 Prioritizing the implementation of Recommendation 9.2, specifically the following legislation
changes, will reduce the number of Court Cases and offset the increased workload;
o Police Conditional Bail
o Extend legislation to enable increased use of Penalty Notices

9.7. Implement Initiatives to improve overall flow of Cases through Summary Courts
Sections 8.4 and 8.5 recommended extending the Courts continuous improvement programme to
start specific projects to improve the following areas;
iv.
Identify root cause solutions to reduce the number of adjournments for;
o none appearance of defendant and reduce number of Summons not served.
st
v.
Identify root cause solutions to increase number of Cases with a Plea at 1 appearance
o Only 8% (20) of the 253 January 2018 Cases indicated a Plea at 1st appearance.
o Identify potential solutions to reduce the number of ‘No Plea’ tendered at 1st
o

vi.

vii.

hearing, including legal aid request with ‘No Plea’.
The initial focus should be to work with Police and AGC to reduce the number of
‘No Plea’ offences appearing at Court for the ‘Low Level’ Case category types (See
Recommendation 9.5)

The scope should also include examining the potential to proactively increase use of ‘Plea
before Venue’ for Case types.
Complete ongoing analysis to establish baseline timescales for Case type progression
through the different adjournment paths Cases can follow.
o Identify root cause solutions to increase ‘flow’ through the paths.
Reduce the number of Court Forms issued through an ongoing programme of combining
and eliminating the need for Court Forms;
o Identify Court Forms that can be eliminated by communications direct from
AXIOM
o Investigating combining Bail Bond forms, Custody Warrant forms to be issued for
multiple scenarios.
Any future Court system will need to communicate info direct to agencies from the
adjudication record, or print forms from the adjudication record. Therefore the existing
Court Forms will need simplifying before implementing a new system.

Timescale: Medium term (< 24 months)
 Suggested Owner – General Registry
 Suggested timescale – After completion of Recommendation 9.5
o Ongoing continual improvement programme for the Courts to facilitate the
continual reduction in Case adjournments (especially for ‘Low Level’) offences.
Section 15 - Appendix 5 contains the draft implementation plan for the recommendations identified.
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10.Benefits
Note the benefits will require system and legislation changes to be implemented.

10.1. Time Savings
It is estimated that implementing the recommendations would reduce the current ‘As-Is’ process
times as follows;
 Process Time
o From a total of 156 minutes per Case (1st Hearing to Conclusion)
o to a total of 49 minutes per Case (1st hearing to Conclusion)
o 69% reduction in total process time spent by the Courts Clerks
 Elapsed time
o From an average of 94 days per Case (1st Hearing to Conclusion)
o To an average of 58 days per Case (1st Hearing to Conclusion)
o 38% reduction in total elapsed time per Case
 Assumptions
o 20% reduction in total number of Cases through the lifecycle
 Reduction in lower level Cases entering Court through legislation changes
 Reduction of 1 adjournment per Case through reduction of;
 None appearance/Summons not served (25% reduction)
 Reduce the number of ‘No Plea’ tendered at 1st hearing (25%)
o New System in place to enable ‘To-Be’ process.

10.2. Financial Savings
Financial savings will be small because there are a low number of resources involved in the
administration of Summary Courts. The larger savings will be achieved by reducing the time
involved of Duty Advocates and Prosecution Advocates. (These were out of scope of the analysis,
but have been flagged as areas to be aware for potential savings).
Financial savings have been identified in 2 categories;
 Achievable cost is a cost saving that can be realized, and achieved as a result of the
recommendations.
 Re-allocate cost is a time cost that is currently incurred by Resources involved in the process.
Successful implementation of the recommendations will enable the time to be saved and reallocated to continual improvement activities. However, the cost savings of the time will not be
achieved because the Resource will be required for other process activities.
1. Reducing number of ‘Extra’ Courts
Estimate that 75% of extra court sessions could be avoided.
 Achievable costs – weekend and Bank holiday (reduce from 32 to 8 per year) = £ 8,800 pa
 Re-allocate time costs– weekday courts (reduce from 60 to 15 per year)
o Total time saving per year;
 Court Clerks = 90 hours per year
 Court Usher = 45 hours per year
 Defense Duty Advocate = 45 Court hours per year
 Prosecution Advocate = 45 Court hours per year
Savings per Year
Extra Weekend & Bank Holiday Cost
Extra Weekday Court Cost

Cost £

# per year
370
290

32
60

% reduction # Reduced
# Hours Red £ saving
Saving type
75%
24
144 £
8,880 Achievable
75%
45
315 £
13,050 Re-allocate
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2. Reducing number of adjournments and lower level offence entering Summary Courts
Currently 75% of the Cases each week are adjourned. Reducing adjournments by 30% will
achieve a reduction of 11 cases per week (20% of the 52 cases heard per week at DHB and
Magistrate Court Sessions).
This equates to a total reduction of 572 Case hearing per year (52 weeks * 11 Cases per week).
Time savings would be achieved as follows;
 Court Clerks = 381 hours per year;
o Average time per Case = 40 minutes
o Total Court hearing time saving per year = 381 hours per year (572 cases * 40
mins)
 Prosecution Advocate = 143 hours per year
o Average time per Case = 15 minutes
o Total Court hearing time saving per year = 143 hours per year (572 cases * 15
mins)
Cost savings would be achieved as follows;
 Duty Advocate (approximate) = £18,590 per year
10.3. Reputation and Risk
Reputational
Summary Court Performance measures will establish ‘common’ understanding of key performance
metrics for case category types. This enables Summary Courts to facilitate overall process
improvement by engaging all agencies to focus on the Performance Metrics and work jointly to
improve the process flow.
The key benefit from this will be to establish lead time expectations for the different Case types in
terms of expected duration from 1st hearing through to conclusion. This information would be
helpful to provide guidance to ‘victims of crime’ in terms of the average lifecycle for Case types.
Risk
Reduction of potential future GDPR issues
 The current paperwork and filing of Cases, together with duplicate AXIOM instances will
create potential GDPR issues.
Greater clarity of User requirements for a replacement Courts System
 The high level ‘To-Be’ process and the User Stories are intended to guide the system
requirements in order to ensure that the Principles established in Section 5 can be
implemented.
 This will enable a better starting point for future system requirements specification and
potentially reduce system specification and implementation costs.
o Greater clarity of user requirements will enable improved system requirements
specification, rather than replacing existing system.
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11.Appendix 1 – Terms of Reference for Business Process Review of
administration processes within the Criminal Summary Fixed Courts.
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2.
3.
4.
5.
6.
7.
8.

SCOPE
OBJECTIVES
APPROACH
RESOURCES
GOVERNANCE
HIGH LEVEL PLAN
BUDGET AND COST CONTROL
1. Background
1.1

A key outcome from the Isle of Man Government’s ‘Programme for Government’ is to be
‘financially responsible while delivering appropriate services’. The current five year
financial plan includes a target of saving £25 million, over the next five years, to achieve
a more sustainable financial position. To drive this forward a programme of ‘Securing
Added Value Efficiencies’ (SAVE) has been established.

1.2

The SAVE Programme is led by political representatives and supported by officers from
the Treasury and Cabinet Office. The key objective for this team is to secure
recommendations from the Council of Ministers for a programme of major saving
projects.

1.3

A common theme emerging from the online ideas ( www.gov.im/save) generated by the
SAVE campaign focuses on providing public services in an efficient and cost effective
manner. The Council of Ministers have supported the principle of business process
reengineering or Lean/Six Sigma as a cost saving tool.

1.4

The Council of Ministers have agreed that business process reengineering techniques are
to be piloted within General Registry/Courts to improve efficiency and that savings
would be monitored. These terms of reference provides the governance framework for
this work.
2. Scope
In Scope

2.1

The scope of this work covers the administration processes within the Criminal Summary
Fixed Courts. This includes Tuesday Deputy High Bailiff Courts and Thursday Magistrates
Courts, commencing from case receipt via summons or charge sheet (“the trigger
event”) to conclusion* within the forum of the Summary Fixed Courts.
* Conclusion events include case withdrawal by Prosecution (in one form or another),
Guilty Plea (leading to events such as Trial, Commital etc.), setting down for a hearing
of some form outside a Fixed Court session (e.g. Trial, Commital etc.).
The adjournment of a matter at Fixed Court session to a future Fixed Court session is
not a concluding event.
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The adjournment of a matter is in most instances at the request of the Prosecution or
Defence in order that they can take some action, obtain evidence etc. etc.
2.2

Out of Scope
Non-Fixed Court sessions in the Summary Courts (e.g. Pre-Trial Review, Trial, Commital
Hearing)
Juvenile Court
Court of General Gaol
Evidence/Case preparation
Judicial processes or determinations
The processes of other court users (e.g. Prosecutions, Police, Defence Advocate,
Defendant, Witness etc.)

3. Objectives
3.1

The objectives of this pilot are as follows:








To improve efficiency and identify savings for an agreed process
To undertake a business process improvement/reengineering review focusing on the
administration processes within scope to
o identify more efficient to-be process with shorter process and lapse times
o deliver right-first time processes
o increase efficiency of processes and release of man-hour capacity
Revalidation of existing ‘as is’ process maps for agrees processes
Prepare a number of ‘to-be’ process maps taking into account feasible changes over the
short, medium and longer term (eg known IT changes and legislation impacts)
Agree an action plan to implement the identified change within the process.
Prepare a written report with action/ implementation plan which must include
costs/benefits of recommendations
A presentation of the report and recommendations etc. to project board first then
representatives of relevant agencies/stakeholders.

4. Approach
4.1

An external supplier will be appointed to complete this pilot project. The requirements
of this project and the approach are outlined below:-

4.2

The supplier will be required to consult with agencies in a positive and engaging
manner. The supplier will agree the approach with the General Registry and Project
Board.

4.3

The approach will include a range of workshops, interviews and analysis of available
information to create current process maps and improved/reengineered process maps.
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4.4

The successful supplier will have access to and be expected to review previous work
undertaken including current work streams within the digital strategy programme for the
courts process including:

as is’ (September 2016) process maps of the summary courts process which the
agreed process will require re-validation and review (an extract is provided in
Appendix 1)

4.5

Improvement or reengineering solutions will be identified, prioritised and costed along
with the specification of benefits realisation and timescales to implement.

4.6

“To be” process maps should cover a number of scenarios which reflects the bulk the
type of cases heard by Deputy High Bailiff and Magistrates Court (applying the 80:20
rule of workload). “To-be” should reflect the following time horizon’s taking into account
existing and known impacts on current service levels and functions:o
o
o

4.7

Immediate (12 month implementation)
Medium ( 1-3 year to address IT options)
Longer (4-5 year to address known legislative impacts)

Consideration maybe given to an additional intermediate ‘workflow’ approach to cover
the current period to year 3. This will be dependent on research and outcomes from
workshops with General Registry staff.
5. Resources

5.1

The pilot will be delivered by an external supplier appointed jointly by the General
Registry, Cabinet Office and the Treasury. This work has been awarded too Peter Ginty
of end2endacademey following a mini competition procurement process led by the
Attorney General Chambers.

5.2

Cabinet Office are the primary project sponsor for the corporate business process
reengineering concept as identified within the SAVE Programme.

5.3

Treasury are the contract holder for this specific pilot project within General Registry.

5.4

The Chief Registrar is the primary sponsor for this pilot project.

5.5

Other key interested parties are listed below, and these will be consulted during the (i)
early stages of the project and (ii) briefed on the final outcomes, recommendations and
benefits. These primary contacts may wish to invite departmental/agency colleagues to
these discussions.

Table 5: Key Interested Parties
Name
Role
Agency
Julian Lalor-Smith Deputy CEO
Department of
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Sally-Ann Cain

Criminal Justice
Manager
Chief Operating
Officer

Alice Martin

5.6

Home Affairs
Department of
Home Affairs
Attorney
General
Chambers

The external provider Peter Ginty has outlined his own resource allocation as follows
(prior to finalising scope with General Registry)
Estimated Total number of days =16 days

– Total 3 days
– Total 1 day
-is’ process map – Total 4 days
-be’ process – Total 4 days
– Total of 1 day
- Total of 1 day.

team for agreement to proceed with implementation. - Total of 2 days.
5.7

Treasury/Cabinet Office will provide the project management support which will include
activities such as: planning activities, coordinating meetings/workshops, maintaining
risks and issues project log, monitoring payment milestones, supporting the General
Registry and Peter Ginty in meeting the requirements of the project. This resource is
provided by Katie Ward (Cabinet Office) and Karen Malone (Treasury).
6. Governance

6.1

The governance role of the project board is to provide overall direction, guidance and
support to the project and to monitor the project to ensure successful delivery of
expected outputs and outcomes within scope and budget. The project board is:Table 6: Project Board Membership
Name
Stephen Cregeen
Paul Coppell
Dan Davies
Caldric Randall
Karen Malone

Role
Chief Registrar
Director of Courts
& Tribunal
Director of
Change and
Reform
Financial
Controller
SAVE Programme
Director

Agency
General Registry
General Registry
Cabinet Office
Treasury
Treasury
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6.2

The project board will meet as a minimum at the start of the project once the scope,
timescales and approach has been agreed by General Registry, and the end of the
project to review final outcomes and proposed changes. Project Board meetings will
also be attended by Peter Ginty and Katie Ward as required.

6.3

The project board will also be responsible for the review of the risks/ issues log and
expenditure reports for the pilot project.

6.4

General Registry will commit internal resource to support this project which includes
attending workshops and discussions with the supplier. This project team is under the
direct control of General Registry. The Director of Courts & Tribunal will provide access
to relevant staff within General Registry.
7. High Level Plan

7.1

The completion of the pilot is planned for Mid-March 2018. This is dependent upon the
availability of key staff within General Registry and external supplier. Appendix 1
outlines the project plan.
8. Budget and Cost Control

8.1

Any costs to be incurred in delivery of this project will require appropriate Treasury or
Cabinet Office approvals in accordance with Procurement Policy and Financial
Regulations.

8.2

External technical support will be provided under specific business process reengineering
framework/call off contract established by the SAVE Management Board.
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12.Appendix 2 – Roles and Agencies Consulted
The following people have been involved in either workshops or meetings during the analysis of the
current ‘As-Is’ process and development of the recommended ‘To-Be’ process;
Name
Role
Agency
Chief Registrar (Project
Stephen Cregeen
General Registry
Board)
Paul Coppell

Director of Courts & Tribunal
(Project Board)

General Registry

Jayne Farquhar

Criminal and Summary
Courts Manager
Team Leader
Court Clerk
Court Clerk
Chief Operating Officer
Deputy High Bailiff
Deputy CEO
Criminal Justice Manager
Legislation Manager
Connect Project Team
Chief Operating Officer
Deputy Governor
Programme Manager –
Digital Strategy
Senior Business Analyst

General Registry

Liz Humphries
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13.Appendix 3 – Baseline Review of Current (AS-IS) Summary Courts
Administrative Process
The baseline analysis is based on a typical driving or violence related case that appears in Court 3
times to reach a Conclusion.

13.1. Total Process Times for a Driving/Violence related Case Lifecycle
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Average 52 cases per week (26 per Summary Court Sitting)
Average 3 court appearances per case
o 1st appearance, Adjournment, Pre-trial/Sentencing
Each Court appearance requires additional 40 mins of Summary Court Clerks process time;
o Adjourned Court Preparation
5 mins
o Adjourned Court Appearance
13 mins
o Forms issued at Court
5 mins
o Adjourned Court AXIOM Update
13.5 mins
o Adjourned Court Post court Activity 3.5 mins
Total
40 minutes

13.2. Total Elapsed Time for a Case lifecycle

Page 39

Each Case takes approximately 94 working days from receipt of charge to Summary Court Sentencing
(assuming 1st appearance, adjournment, Pre-trial review, and sentencing)
 72 days waiting for next appearance
 16 days Court time during the waiting for next appearance
o 2-3 day to complete Validated Register after each appearance

13.3. Value add and non-value add activity summary
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Only 12% of activities add value. The majority of activities are driven by the current process ‘rules’
 Value Add activities = 22 (15%)
 Non Value add activities = 121 (88%)
o Sustaining Non Value Add = 74 activities (52%)
o Non Value add = 47 activities (33%)
Total Process time breakdown (approximately)
 Value Add activity= 30mins
o 10min per Case hearing *3 appearances
 Non Value Add = 60mins
o 20 min per hearing * 3 appearances
 Sustaining = 45 mins
o 15 min per hearing *3 appearances
13.4. As-Is Process Map
 Please refer to Visio file with As-Is process maps
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Principle 9

Principle 8
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14.Appendix 4 – Use Case Scenario

9.7

9.6

9.5

9.4

9.3

9.2

9.1

Report
Referenc
e

Management review and approve change approach
1. Identified legislation changes
2. High level ‘To-Be’ process incorporating User requirements for the Courts System
3. Shorter term changes
Implement the legislative changes required to enable the future System changes to the Summary Courts
1. Enable Police to Issue Conditional Bail (similar to UK)
2. Extend legislation to enable increased use of Penalty Notices
3. Enable digital ‘indication of acceptance’ to replace Defendant ‘wet’ signature
4. Enable digital ‘indication of authority’ to replace Justice ‘wet’ signature
Implement Master Offence Code policy and procedure
1. Agree Agency responsible for ‘owning’ Master Offence codes
2. Establish the list of offence codes that account for 80%+ of the offences charged on the Isle of Man
3. Ensure all Agencies implement the same offence codes (Police, AGC, Summary Courts)
Replace Summary Court IT System to enable user requirements identified
1. Define Courts System requirements using the User Stories as a starting point for more detailed development of use case scenarios.
2. Specify Courts System requirements to enable the high level ‘T-Be’ process described in diagram x.
3. Validate and select appropriate System
4. Implement System
Implement Case category types for performance analysis
1. Define and agree Case category types
2. Identify how case categories will be identified when listed on the Door List
3. Issue definition of Case category types
4. Pilot categorization of future ongoing cases
Implement Summary Court Performance Metrics
1. Define and agree metrics to be reported foe each Case type category.
2. Design the spreadsheet calculation data required for each metric to be piloted and frequency of data capture/reporting.
3. Pilot reporting metrics agreed using a spreadsheet to produce monthly summary performance merics.
4. Investigate extracting data from AXIOM using an application such as Crystal Reports (or similar)
Implement Continuous Improvement Initiatives to improve overall flow of Cases through Summary Courts
1. Identify root cause solutions to reduce the number of adjournments for; none appearance of defendant and reduce number of Summons not served.
2. Identify root cause solutions to reduce the number of ‘No Plea’ tendered at 1st hearing, including legal aid request with ‘No Plea’.
The scope should also include examining the potential to proactively increase use of ‘Plea before Venue’ for Case types.
3. Complete ongoing analysis to establish baseline timescales for Case type progression through the different adjournment paths Cases can follow.
o Identify root cause solutions to increase ‘flow’ through the paths.
4. Reduce the number of Court Forms issued through an ongoing programme of combining and eliminating the need for Court Forms;
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EXECUTIVE SUMMARY
SYSTRA Ltd have been commissioned by the Isle of Man Treasury to review the current
operation and future development of the heritage railways of the Isle of Man. This work
has been commissioned as part of the broader Savings, Added Value and Efficiencies
(SAVE) programme being conducted across the Isle of Man government. In developing
this review we have focused on the existing costs and revenues attributable to the
railway and the resulting subvention required to support operations, we then looked to
the future to understand how the existing position could be improved including
considerations of alternative delivery models. We have also sought to examine the
economic value of the railway to the Island’s economy.
In the 2017-18 financial year we estimate that the railways cost £4.87m to operate,
generating £1.66m of revenue and thus requiring £3.41 of subvention to support the
operation. However we understand that in 2017-18 the railways were carrying a high
staff vacancy rate in the engineering functions, which whilst manageable in the short
term is not sustainable in the long run, and thus the actual costs of operation were
£5.13m and thus a higher level of subvention of £3.66m would be required to operate
the service.
In addition to the subvention required to cover operating costs the railway has received
considerable capital investment in recent years totalling £14.69m with a further £12.7m
planned over the period to 2023, including a significant programme of investment in
track renewals. On the completion of the work much of the infrastructure of the railway
will be in a high quality condition with only a limited requirement for ongoing capital
investment in future years. In contrast however we have identified that there is no
equivalent process in place to support the long term stability of the rolling stock in use
on the railways which, through their age and history, are in many respects the central
attraction of the railway.
We have benchmarked the railways against a number of UK based Heritage Railways
and in the case of the Manx Electric Railway (MER) and Snaefell Mountain Railways
(SMR) more appropriate UK and International examples. The central findings of the
benchmarking exercise are that the operating costs of the railways are very low
compared to their UK based peers, however the level of revenue generated by the
railways relative to the length of the routes is also very low. We do however note that
the yield per passenger on the MER and SMR is very similar to the level achieved by the
international benchmarking example.
A further important finding of the benchmarking exercise is that the larger heritage
railways in UK all rely on paid staff to operate their service, either through the use of
permanent engineering staff, seasonal operating staff or in many cases some
combination of the two. In some cases the staff costs of these railways are in excess of
the staff costs of the Isle of Man Railways. This is an important finding as it indicates that
it is not realistic to heavily rely on volunteers to operate an intensive service.
We have conducted an exercise to examine the economic value of the railway to the
island which has found that the tourism spend generated by the railway is linked to a
minimum of £4.5m of spend in the Isle of Man economy each year. In addition it is
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estimated that £4.05m of railway operating costs are returned to the Isle of Man
economy through wages or third party spending. The value of operating costs being
spent directly outside the island is around £300k less than the revenue generated by the
railway showing that the railway is a net importer of revenue relative to its operating
costs.
We have reviewed the operating costs of the services in their current form and do not
feel that there is the opportunity to significantly reduce operating costs without
reducing service levels in the short term. To sustainably reduce operating costs in the
longer term there are a number of opportunities that arise a result of capital investment
schemes, some of which are committed and some of which are not. Central to these are:




Automation of Ballastrang Level Crossing
Review of Permanent Way staff requirements on completion of the existing and planned
programme of renewals when the levels of ongoing and reactive maintenance reduce
Reduction in the scale of the DBHT operation were the MER to be extended to War Memorial and
MER services could replace some Horse Tram services.

It can be seen that these savings are linked to the outcomes of a number of capital
investment schemes which make take some time to deliver. We have however reviewed
the revenue generated by the railways with a view to increasing revenue in the short
term, in advance of any savings delivered as a result of capital investment. We
understand that fares have been static for five years, and given the comparatively low
yield achieved by the railways compared to their peers we believe that there is scope to
increase the level of revenue generated.
We note that an increase in fares of 4% per annum (exclusive of inflation) over the next
six years would place the price of a Full Line Return on the Isle of Man Railway (IMR) or
MER on a par with comparator railways at around £15.00. A similar proportionate uplift
in all fares would reduce the level of subvention by £0.5m per annum after five years.
We do however believe that there may be some scope for altering the fares structure in
other ways for example by examining the case for differential pricing across the
operating season for example to increase demand in the low seasons and maximise
revenue in the high season.
An issue linked to both operating costs and revenue is the usage of the section of line
between Laxey and Ramsey. This section represents a substantial proportion of the
operating costs of the MER however an analysis of the available data suggests that the
level of usage is much less than for the section Derby Castle – Laxey section of the MER
or the SMR. However, there a number of issues around the data on ticket sales on the
MER that prevents us making firm recommendations on this issue. Instead we suggest
that detailed survey work is conducted to examine the value of this section of line and
its importance as part of the full MER/SMR network.
In terms of organisational structure we recommend that the railway remains in a public
sector environment but is supported by a five year medium term strategy and indicative
financial plan. The strategy would set the delivery of agreed outputs over the medium
term whilst retaining the requirement for annual budgeting. The purpose of this would
be to provide a balance between issues around annual budgeting and in contrast to the
railway’s need to plan ahead to operate in the most efficient way possible. We also
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recommend that the five year strategy incorporates rolling stock as well as
infrastructure investment, to provide a stable future for the railway.
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1.

INTRODUCTION

1.1

Remit

1.1.1

SYSTRA Limited has been commissioned by the Isle of Man Government Treasury to
review the Heritage Railways of the Island.

1.1.2

The Council of Ministers requested that an independent commercial review of the Isle of
Man Government’s Department of Infrastructure (DOI) Heritage Railway Service should
be conducted with a view to securing savings from the operation of the service.

1.1.3

The review is designed to answer key questions about the current operations,
commercial status, investment programme and future of the Railways.

1.1.4

The remit is driven by the SAVE programme which is considering transformative action
in the provision of government services. The stated review objectives are to:







Give a clear understanding of the total cost of operating the service
Provide a benchmark of the cost of operating the service with other comparable
heritage railways without compromising safety standards
Estimate the value of the contribution of the services to the broader island
economy
Give options to reduce the cost of operating the service and/or increase income
which may include alternative delivery models such as integration with other local
heritage providers or rationalisation of the services etc.
Estimate of funding requirements (both revenue and capital) for the next 5 years
for the preferred model, together with projection of any significant changes for
the following 5 years

1.2

Summary context

1.2.1

The context of the future provision of the Heritage Railways is shaped by a number of
recent events, most notably the passing of control of the Douglas Bay Horse Tramway to
the Government in 2016. A series of reports into specific events on the Railway is also
pertinent to the context. The most notable in recent times are:



Report into the 2008 temporary closure of the Laxey to Ramsey section of the
Manx Electric Railway
The 2011 ECORYS report that sought to link the economic value of Railways to the
Island’s overall visitor economy
The report into the transfer of the Douglas Bay Horse Tramway to the
Government

1.3

Conduct of the Review

1.3.1

We have met with officers of the Department of Infrastructure throughout the
compilation of this work and made an inspection of the Railways on 21/22 February
2018 covering the following main locations:


Port Erin
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Castletown
Douglas (Bank Circus)
Douglas (Derby Castle)
Laxey MER and SMR
Ramsey

1.3.2

In addition we met with Treasury Officials and have held discussions with a range of
parties with interests in the Railway. We are also indebted to a number of UK heritage
railways who assisted, in confidential cover, with benchmarking the Isle of Man Railway
operations with those in the UK.

1.3.3

As part of the review we have made extensive use of paper and electronic material held
by the Department of Infrastructure and publicly available government papers.We can
report that in all cases the cooperation of individuals and organisations we engaged with
was exemplary and informative. We note that the opinions expressed in the report are
those of SYSTRA Limited alone.

1.3.4

The table below sets out the key questions the review is designed to answer and
references the section and pages of the report that cover each topic.
Table 1.

Key Review Topics

TOPIC

SECTION

Total costs of the business (income, expenditure, capital, subvention)

Chapter 4 &
5

How do the railways compare against other, similar railways / tramways
(Benchmarking)

Chapter 6

Value of the railways in the Manx economy

Chapter 7

Options for reducing costs and increasing income

Ch 5,6,8,11

5 Year funding requirements and significant changes for following 5
years

Chapter 11

Costs of infrastructure renewal and maintenance

Chapter 4

What are the staff costs, how do they compare, options to reduce
Use of volunteers

Chapter 5 &
10
Ch 8,

What are the impacts of splitting the shared management, supervision
& ticketing arrangements with the buses (costs, impacts, etc)

Chapter 8

Should any route changes be implemented

Chapter 8

What is the impact of any of the above with the Douglas Promenade
scheme
What are the cashable and non-cashable savings / additional income
that can be made

Chapter 8 &
11
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2.

THE SAVE INITIATIVE

2.1.1

The Securing Added Value and Efficiencies (SAVE) Programme has been developed in the
context of the Government being required to save £25 million over the next five years
to help balance its budget. The SAVE initiative is at the heart of the “Programme for
Government” which aims to provide financially responsible government and has
precipitated this review.

2.1.2

To develop the Programme for Government five core themes have been identified
within which challenge to the accepted way of doing business and securing services is
expected. The five themes are:






Enterprise and Opportunity Island
Responsible Island
Sustainable Island
Inclusive and Caring Island
Healthy and Safe Island

2.1.3

Given the all encompassing nature of these themes all Departments, Boards and Offices
will be expected to produce a service delivery plan which contributes to the overall
money saving and transformation outcomes sought.

2.1.4

The Programme for Government has provided a wide ranging piece of background policy
for the review. The 50 year National Infrastructure Strategy recently adopted in 2017
considers the public and private infrastructure required to deliver long term economic
growth and social wellbeing for the Island.

2.1.5

In terms of the Heritage Railways, the SAVE programme is driven by the following
desired outcomes:




Identification of opportunities for savings generating
Quantification of cashable and non-cashable benefits
Delivery approaches to secure the proposed cost reducing options.

2.1.6

The SAVE review has included a public call for suggestions to generate savings. Of the
1312 responses logged, 27 directly relate to the Heritage Railways. Of these 27
responses the closure or curtailment of railway operations is suggested 20 times.

2.1.7

The SAVE programme and its relationship to the Heritage Railways needs to be seen in
the general context of a railway operation on the island which is both capital intensive
and requires an operating subsidy.
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3.

HISTORY OF THE ISLE OF MAN RAILWAYS

3.1

IMR (Steam Railway) History

3.1.1

The 15.3-mile (24.6 km) line from Douglas to Port Erin is the last remaining line of the
former Isle of Man Railway Company, formed in 1870. Its first line, from Douglas to Peel,
opened on 1 July 1873, followed by the Port Erin line on 1 August 1874. Initially the Port
Erin line had been planned to terminate at Castletown, but the construction of deep
water docks at Port Erin resulted in an extension to the line although the port was soon
abandoned.

3.1.2

A third line was built in 1878–1879 by the Manx Northern Railway, from St John's (on
the Douglas to Peel line) to Ramsey. A further short line was constructed from St John's
to Foxdale in 1885 to serve the lead mines there. Competition from the Manx Electric
Railway made the Northern Railway unviable with the IMR taking over in 1904.

3.1.3

During the mid-1920s the IMR formed a bus subsidiary that operated most of the
island's bus services, and helped the railway to remain profitable into the 1960s. The
first serious examination of the long term viability of the railway came with the Howden
Report in 1949, which recommended the closure of the Ramsey line, which was already
losing money; the eventual closure of the Peel line, which was breaking even in the late
1940s; and the retention of the then profitable Port Erin line. Howden also reported that
the existing equipment of the railway had an economic life of 10–25 years. Economies
were made throughout the 1950s and early 1960s.

3.1.4

The system was wholly closed after the 1965 season but was briefly revived when the
Marquess of Ailsa obtained a lease and reopened all three routes in 1967. After the end
of the 1968 season, Ailsa decided to concentrate on passenger service on the South Line
for three more seasons until he took the option to end his lease at the close of the 1971
season.

3.1.5

The IMR operated services between Douglas and Port Erin after Lord Ailsa took his fiveyear option, beginning in 1972 through the centenaries of the Peel and Port Erin lines in
1973 and 1974 respectively. In 1975, the Port Erin line operated only from its
southwestern terminus to Castletown, but it was found that half a railway made twice
the loss which is relevant to issues being considered in this report. The government
sponsored a short extension of the service from Castletown to Ballasalla in 1976, and,
after extensive campaigning during the 1976 Tynwald elections, the railway returned to
Douglas in 1977, the last year in which the railway was operated by the IMR. Following
nationalisation, the railway has continued to be operated seasonally, for many years
from Easter weekend until the end of September, more recently from around 1 March
to early November alongside a programme of working around the Christmas holiday
period.

3.1.6

The government commissioned a study to see if it would be worthwhile to operate
commuter services to help relieve the road traffic congestion in and around Douglas,
and although experimental services were implemented in 2007, these operate only
during T.T. race periods.
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3.1.7

Almost all the line was relaid in the first few years of this century as part of the
Department of Transport's IRIS sewerage scheme, with all but one of the numerous level
crossings converted from manual to automatic operation, saving the cost of employing
crossing keepers, with the sole exception of the Ballastrang level crossing.

3.1.8

Since a number of new services have been introduced, including evening excursion
trains, a Rush Hour event at the start of each season, and family-orientated events.

3.1.9

The management of the railway is part of the Transport Services Division of Department
of Infrastructure of the Isle of Man Government and is operated in conjunction with the
Bus Vannin operation.

3.2

Manx Electric Railway

3.2.1

The Manx Electric Railway (MER) is 3 ft (914 mm) narrow gauge and is 17 miles (27.4 km)
long. The line is generally segregated from road traffic, running on double track on
roadside reservation or private right-of-way, and is electrified using overhead line at 550
volts direct current.

3.2.2

The first section, from the northern end of the promenade at Douglas to Groudle Glen,
opened in 1893, to Laxey in 1894 and Ramsey in 1899. The first section was built by
Douglas Bay Estates Ltd., and by 1894 the tramway had been acquired by the Douglas &
Laxey Electric Tramway Co. Ltd, which changed its name to the Isle of Man Tramways &
Electric Power Co. Ltd the same year. The company went into liquidation in 1900 as a
consequence of the collapse of Dumbell's Bank. The line was sold by the liquidator to
the newly formed Manx Electric Railway Co. Ltd, which took over in 1902. By the late
1950s the company was in financial difficulties, and in 1957 it was acquired by the Isle of
Man Government.

3.2.3

A government Board was formed to manage the line and the Snaefell Mountain Railway,
and still does so after various changes of title from the original Manx Electric Railway
Board to Isle of Man Passenger Transport Board, now Isle of Man Heritage Railways (the
word heritage being added in 2009).

3.2.4

In 2008 an emergency closure of the Ramsey to Laxey section of the MER was subject to
political review and scrutiny culminating in the publication of the Tomlinson Report.

3.2.5

The management of the railway is within the Transport Services Division of Department
of Infrastructure of the Isle of Man Government being operated in conjunction with the
Bus Vannin operations.

3.3

Snaefell Mountain Railway

3.3.1

The Snaefell Mountain Railway (SMR) was built to link Laxey with Snaefell summit with a
single station at Bungalow. The railway uses the centre rail “Fell” system for braking on
the steep gradients. As the line was built entirely on land leased by the association there
was no need for statutory powers, and the line was constructed very quickly and opened
on 20 August 1895.
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3.3.2

In December 1895, the SMRA sold the line to the Isle of Man Tramways & Electric Power
Co. Ltd (I.o.M.T.&.E.P.), which owned the MER. The IoMT&EP went into liquidation in
1900 as a consequence of the Dumbells Bank failure which also effected the MER. The
railway and the MER were sold by the liquidator to the newly formed Manx Electric
Railway Co. Ltd, which took over in 1902.

3.3.3

By the late 1950s the company was itself in financial difficulties, and it was acquired by
the Isle of Man Government in 1957.

3.3.4

The management of the railway is within the Transport Services Division of Department
of Infrastructure of the Isle of Man Government being operated in conjunction with the
Bus Vannin operations.

3.4

Douglas Bay Horse tram

3.4.1

The tramway was built and initially operated by Thomas Lightfoot, a retired civil
engineer from Sheffield. His service was introduced in 1876 between the bottom of
what is currently Summer Hill and the bottom of Broadway adjacent to the Villa Marina.
By 1891 a double track ran the entire length of the promenade.

3.4.2

In 1882, Lightfoot sold the line to Isle of Man Tramways Ltd, later the Isle of Man
Tramways & Electric Power Co. Ltd, which also owned the Manx Electric Railway. The
company went into liquidation in 1900 as a consequence of a banking collapse. The
tramway was sold by the liquidator to Douglas Corporation in 1902. Since 1927 the
tramway has run in summer only.

3.4.3

In January 2016, Douglas Corporation announced that they had chosen to close the
DBHT as it was not financially viable with a loss of £263,000 being declared in 2015. The
closure generated an online petition which the House of Keys responded to by
establishing a committee to look into ways of retaining the iconic horse trams. The
operation of the tramway was taken over by the Transport Services Division of the
Department of Infrastructure of the Isle of Man Government and this has continued
from the 2016 summer season.

3.4.4

The Tramway is located in a division of Department of Infrastructure of the Isle of Man
Government being operated in conjunction with the Bus Vannin operations.
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4.

OPERATING THE RAILWAYS: FINANCE AND INVESTMENT
Chapter 4 provides a summary of the current financial position of the railway including
an assessment of existing capital and revenue spend, income sources and proposals for
further investment.

4.1

Budgeting - capital
The Railways have received substantial investment in the civil engineering functions
following the 2008 temporary closure of the MER Laxey to Ramsey section due to
deteriorating condition of the track. The ‘history’ section of this report details much of
the operational basis on which the railway operates. A long term programme of
investment has occurred and is planned to continue in the medium term. The current
2018/19 budget submission to the Tynwald indicates the following budget for capital
investment in the Railways.
Table 2.
PREDICTED
2017/18
OUTTURN

2018/19 Budget Submission (in £ 000s)

201819

201920

202021

202122

FUTURE
YEARS

TOTAL
(INCL
PREVIOUS
YEARS)

Derby Castle
Shed

510

510

Horse tramway
Depot

1,500

1,500

Nunnery Bridge

30

758

800

SMR Track

534

775

2,493

Steam Railway
Track

925

1,210

2,693

MER Track

1,125

1,694

Ballamenaugh
Sub-Station

317

Meary Veg
Railway Sheds

50

70

120

Douglas Railway
Station

30

45

1,210

Ballure Bridge

56

TOTAL

3,067

1,844

1,830

1,665

7,210

16,869
350

1,425
6,562

1,844

1,830

1,665

27,460
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4.1.1

All of above capital schemes have the associated loan repayment charges over thirty
years (except the SMR track – which extends over 40 years) met by central revenue
budgets through a recharging system with the owning government department. Were
the railway to obtain funding on a commercial basis using a mortgage the interest
repayments on the basis of £27.5m of investment would be £550k per annum and a
total payment each year of £1.21m, assuming a low interest rate of 2%. However the
rates for commercial mortgages are set on an individual basis and therefore the rate
may well be higher. Furthermore interest rates are at a historically low level and
therefore it would be expected that the cost of capital borrowing will rise over time.

4.1.2

In addition to the formal capital budgeting process there a number of activities on the
Railways that has come under scrutiny during the review. These are recorded in the
following sections.

4.2

Minor Capital works including IMR Engine Boiler Replacement and MER
/ SMR Tram Refurbishment

4.2.1

In developing this review it was identified that there is currently no funded long term
programme of rolling stock maintenance in place, in contrast the situation with capital
spend on track renewals. This is currently funded through the Minor Capital Works
budget.

4.2.2

The DBHT cars are currently subject to a programme of ‘catch up’ maintenance and
overall following the transfer to the DOI in 2016.

4.2.3

Currently IMR loco boiler replacement is progressing using the Minor Capital Works
budget to source five new boilers after requests for additional Capital Funding. As the
prevalent key issue in steam locomotive availability and therefore traffic growth we
consider that a formalised approach to this capital investment is necessary, as in the
long term this will reduce the need for reactive maintenance on locos.

4.2.4

Again, we found no evidence of a systematic heavy overhaul / refurbishment
programme for MER / SMR trams other than that classed as ‘minor capital works’. Given
the age and unique nature of this stock we consider that a formal programme of
overhaul should be costed and agreed. All such works are currently funded through the
minor capital works budget; this budget also includes items for the maintenance of bus
service infrastructure. For clarity we have provided a summary based on the budgeted
headings.
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Table 3.

Commercial

2017/18

2018/19

2019/20

2020/21

Budget

Planned

Planned

Planned

£0

Rolling stock
(general)

£30,000

Overhead
Line

£80,000

Operations

£55,000

P’way1

£0

Rolling Stock
MER

£40,000

Rolling Stock
SMR

£127,000

Rolling Stock
Steam

£633,000

Rolling Stock
DBHT

£160,000

Property

£75,000

TOTAL

Minor Capital Works Programme

£1,200,000

Note 1 – 2017/18 P’way costs met from Major Capital Works Budget

4.3

Budgeting – Revenue Spend and Income

4.3.1

On a year by year basis the railway has to cover its operating costs from a range of
sources. As the total income falls short of the costs of operating the railway subvention
(or subsidy) has to be used to support the operations and this is provided by central
government via the Department for Infrastructure.

4.3.2

The costs of the operation can be divided into staff costs (which represent the most
significant portion of the costs) and operating costs (such as fuel).

4.3.3

Income is derived from three sources, farebox income, retail income and income from
the rental of various assets.
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4.3.4

The table below presents the revenue costs, income and resulting subvention level for the
2017 season. The derivation of both costs and sources of income are discussed in more
detail in subsequent sections. It can be seen that the railway requires a total support of
around £3.16m per annum.
Table 4.

2017 Revenue Costs, Income and Subvention

COST AND REVENUE CATEGORIES

VALUE (£)

Staff Costs

£3,410,006

Other Operational Costs

£1,469,938

Total Revenue Costs

£4,879,844

Farebox Income

£1,514,311

Retail Income

£64,679

Property Rents

£85,405

Subvention

£3,215,449

Total Income

£4,879,844

Staff Costs

£3,410,006

4.4

Retail activities

4.4.1

The Railway support a number of retail activities principally operated by third parties
whom are charged rent for retail space on railway property. These include:



Operation of catering facilities (e.g Douglas IMR station, the Café at Port Erin
Station and the Snaefell Summit Restaurant)
Sales of souvenirs at the various retail and catering outlets

4.4.2

In the accounts are lines for ‘souvenirs for resale’ and the corresponding income. It
should be noted that the development of new products personalised for the Isle of Man
Railways has a marked effect on year by year cash flow with losses in some years offset
by profits in others. Chapter 5 demonstrates this with the results of the 2017 season.
Accounting practice is also to include a value for stock held for future sales; again this
distorts the cash-flow figure.

4.4.3

Over the last three complete financial years (2014/15 to 2016/17) the following can be
seen:

Table 5.

Souvenir Costs and Income

SOUVENIRS

VALUE
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4.4.4

T
h
i
s

Costs

£132,293

Income

£144,476

Net revenue

£12,183

represents a marginal level of return but given the nature of the Heritage Railways it an
area of activity that should continue to be pursued. Notable is that the IMR accounts for
99% of sales. This reflects the lack of sales facilities on the MER / SMR, especially at the
Derby Castle MER terminus and Laxey station.

4.5

Property

4.5.1

The railways rent a number of properties to third parties. The income is a useful adjunct
to the Railways finances at a marginal level.

4.5.2

Income for the 2017 season is shown below:
Table 6.

Rental Income in 2017/18

ROUTE

ASSET

Steam

Rental of land to Port Erin Commissioners @
Port Erin Station

Steam

Whistle Stop Café - Port Erin

Steam

Car Parking @ Douglas Station

Steam

Rental of Douglas Station restaurant

MER

Laxey Blacksmith - Workshop rental

MER

Rental of land adjacent to MER Minorca Halt

MER

Licence Fee for part of the Laxey Goods Yard
for 2017/18

MER

Rental for garden adjacent to 1
Summerland, Ramsey

MER

Rental of Brown's Cafe Patio - Laxey

MER

Rental of land adjacent to the Old Toll
House - Onchan

MER

Rental of the Heritage Garden - Laxey

MER

Rental of the Mines Tavern Beer Garden

SMR

SMR Summit Hotel
TOTAL

INCOME

£85,405.03

1 Note - for the Douglas Station rental a further rental payment is due when turnover exceeds £180,000 in a
year.

4.5.3

As can be seen, the more commercially focused enterprises; car parking and station
rentals at Douglas and the SMR Summit Hotel generate the vast majority of the income.
Although marginal in terms of income increases, the rental incomes should be reviewed.
The Douglas station arrangement which increases the rent beyond an agreed level of
turnover for the occupying business would seem an appropriate mechanism to balance
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the individual business’s needs and the railway’s requirement to generate further
income.
4.5.4

An initial review of rental values for retail property has been conducted. In Douglas rates
quoted for small units (up to 1500 sq ft) are between £20,000 and £30,000 per annum
for units in the main shopping area. Whilst this may suggest the above rates are low,
the nature of the leases on the railway estate needs to be considered. The limited
operating and hence opening days of much of the railway connected retail offer will
constrain retail opportunities whilst a number of the leases are for amenity reasons
rather than as a revenue raising activity per se. The one fully commercial all year round
activity – namely the rental of the car parking spaces at Douglas IMR station has a value
of circa
per day, well above commercial parking rates in central Douglas of £6.50
per day at the Shaw’s Brows and Bottleneck car parks.

4.5.5

Our studies have identified the lack of a formal framework with the Department’s Public
Housing & Estates Division to ensure the timely repair and routine maintenance of the
property portfolio. As a first step, an agreement setting out response times and quality
standards is recommended.

4.6

The Douglas Promenade Scheme

4.6.1

The Promenade Scheme represents a major investment in the centeal tourist area of
Douglas. The Horse Tram represents a key asset on the Promenade that will be affected
by the scheme. The scheme to improve the Promenade has been subject to a long
running debate over the scope and functionality.

4.6.2

As part of the scheme the Horse Tram track will be moved into its own dedicated
alignment between the Sea Terminal and the War Memorial. Beyond the War Memorial
towards Derby Castle on street running will resume. At Derby Castle a new link to the
MER tracks will be catered for although a specific proposal is not currently part of the
scheme. The provision of overhead wires to power the MER cars on the Promenade is
also subject to further consideration as the current proposals for street lighting columns
make no provision for the overhead line. Passive provision for the overhead line in the
current scheme is a prerequisite for through running.

4.6.3

In our view the extension of MER services over the Horse Tram route to the War
Memorial is an essential step to secure greater traffic for the MER and provide a viable
future for the Horse Tram operation in conjunction with the planned investment in
Horse and Car stabling proposed. Chapter 5 provides evidence on the impact on costs of
these proposals.

4.6.4

At this stage we make no specific recommendation as to the exact service pattern that
would be appropriate but we believe that it would be possible for MER and DBHT
services to alternate with a reduction in the number of horse trams in operation on the
section between the War Memorial and Derby Castle. In addition, the effect on MER
operations at the War Memorial and Derby Castle (due to the need to run round the
MER trailer cars and have a motor car leading at all times) will need to be factored into
planning the service pattern.
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4.6.5

One positive recommendation to be made at this stage is that the scheme should
include formal ticket sales/retail facilities to complement the changed service patterns,
encourage revenue collection and to allow the development of retail activities. The
proposed combined Horse and Car stabling building provides such an opportunity as
does the existing government owned Villa Arcade retail units adjacent to the proposed
MER terminus at the War Memorial.

4.7

Innovation

4.7.1

During our site visit to the Railways we noted two engineering matters that could have
potential to be sold to third parties and therefore raise income. Both are innovative in
the field of light railway / tramway operations and could have markets in the UK
heritage railway sector and more widely in developing countries.

4.7.2

Both innovations in our view could qualify for the Invest to Save Fund. This was
established in 2016-17 in order to support Departments in the generation of revenue
savings projects to deliver the Financial Plan. In this case the investment would generate
revenue by sales of equipment. In both cases investment would be needed for ‘product
protection’ and targeting of the potential markets.

4.7.3

The two innovations we noted are:



The low cost level crossing equipment that has been developed by the
Department of Infrastructure and a private sector supplier
The flexible points stretcher bar as installed at the Laxey MER car sheds and now
standard throughout the railways but excluding the Horse Tram.

4.7.4

We note that a patent for each product is not held and that a third party has been
involved in the level crossing equipment. As such at this stage we allocate no specific
income gained from the sale of these innovations but believe they are worthy of further
investigation.

4.7.5

During the course of our review we have considered the relationship of the Railways
with the Isle of Man Health and Safety and Work Inspectorate (HSWI). The current
approach of the inspectorate is to use Island based inspectors supported by specialist
hired resources.

4.7.6

In our view independent regulation of safety is a necessary requirement for an activity
with a risk profile such as that seen in railway operations. The need to maintain safety is
paramount and the HSWI will have a role to play in shaping a longer-term strategy.

4.8

Summary

4.8.1

It can be seen from this chapter that the railway is currently receiving a considerable
amount of capital investment focused principally on track renewals along with a number
of other issues. However it is notable that whilst there is a clear programme of work on
infrastructure the same cannot be said for rolling stock investment.

4.8.2

It is also clear that the railway is heavily dependent on subvention with an estimated
total of £3.21m required for the 2017 season.
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5.

CURRENT PERFORMANCE

5.1

Introduction

5.1.1

As part of the overall study and to address the issues raised by the SAVE Initiative an
analysis of the current operation of the Isle of Man railways has been undertaken. This
looks at the detail of costs and revenues to understand in detail how the four different
railways operate. In undertaking this analysis a number of assumptions have been made
to allocate costs and revenues correctly and these are described in more detail below.
The focus of the cost analysis is on ongoing operating (revenue) costs rather than capital
costs.

5.1.2

The analysis has been divided into two sections, within this chapter the focus is on
understanding the costs and revenues of the four different railways. In the next chapter
the outcomes of this process are benchmarked against a range of other Heritage
railways operating across the UK to understand how the railways of the Isle of Man are
performing in comparison.

5.2

Aggregate Performance Measures

5.2.1

Before analysing costs and revenues in detail it is useful to understand the aggregate
outputs of the four different railways, based on headline information provided by the
Isle of Man Railways. Table 7 below presents annual passenger numbers, operating costs
and revenues for the four railways for the 2017 operating season (note that costs for
2017 have been inflated from the nine months of data provided to a full year to cover
the full year of operating costs). It should be noted that for costs and revenues there is a
group identified as “central” which relate to joint costs or revenues which are shared
between the different railways. Example of these include senior management costs, or
revenues from Explorer Tickets issued at non route specific locations. In the analysis
undertaken in the sections below some of these totals will vary as a result of findings
from the analysis and also as provisional costs information based around the 2018
timetable has been used to inform the detail of staff costs.
Table 7.

2017 Aggregate Performance

SINGLE PASSENGER
TRIPS

COSTS

REVENUE (ALL
SOURCES)

-

£2,119,724

£518,764

IMR

73,954

£1,139,396

£539,691

MER/SMR

274,242

£1,335,783

£486,263

DBHT

227,826

£284,939

£95,826

TOTAL

576,022

£4,879,844

£1,640,544

RAILWAY
JOINT
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5.2.2

It will be noted that due to the level of aggregation of summary data it is not possible to
fully distinguish between Manx Electric Railway (MER) and Snaefell Mountain Railway
(SMR) costs and revenues at this stage. It can be seen that overall whilst the railways
generate around £1.9m of revenue from a range of sources they have operating costs of
around £4.87m generating a support requirement of around £2.97m.

5.2.3

It can also be seen that the level of “Joint” costs and revenues is significant at £3.04m
and £0.78m respectively. Many of the costs are related to administration and
permanent way costs while the revenue from “Explorer” ticket revenues is allocated
centrally.

5.2.4

The following sections focus on allocating costs before moving on to develop a model of
operating costs based around the proposed timetable for the 2018 season.

5.3

Cost Allocation

5.3.1

Using detailed cost data provided by the Isle of Man Railways an analysis of the costs of
operation has been made. This has covered a number of issues including the following:





5.3.2

Allocation of central costs to the four constituent railways
Allocation of costs to fixed, semi variable and variable categories
Allocation of costs to costs groups e.g. staff costs, suppliers etc.
Identification of cost metrics E.g. Cost per train mile etc.

The analysis undertaken here is based around costs for the 2017 operating season, but
has derived staff costs based around the 2018 timetable to provide an up to date
assessment of operating costs. There is therefore some variation in the total costs
presented compared to those presented in Table 7 above.
Cost Groups

5.3.3

The costs of operating the railways fall into three broad groups at the current time with
each containing a number of sub groups. Table 8 below summarises these groups.
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Table 8.

Cost Groups

PRIMARY
GROUP

SUB GROUPS

NOTES

Admin &
Customer
Services

None

Includes senior management and customer
services. Shared with Bus Vannin

Central Engineering

Shared with Bus Vannin

Permanent Way

Covers all railways

Overhead Line

Covers MER & SMR

Central Rolling
Stock

Principally management costs

IMR Rolling Stock

Steam railway rolling stock fleet costs

MER Rolling Stock

MER Tram and trailer fleet costs

SMR Rolling Stock

SMR Tram fleet costs

DBHT Rolling Stock

DBHT tram fleet costs – Staff costs
incorporated within MER Rolling Stock costs

Central Operations

Shared with Bus Vannin

Engineering

IMR Operations
Operations

MER/SMR
Operations

Principally seasonal staff and fuel

DBHT Operations
Derivation of Staff Costs
5.3.4

Staff costs form a significant component of the total costs of operation of the rail
service. The Isle of Man is unusual in that it operates what amounts to a heritage railway
operation entirely using paid staff rather than a mixture of paid staff and volunteers. A
considerable portion of the staff cost relates to seasonal operations which are
dependent on the timetable planned for each year, whilst senior staff costs and
administration and customer services are shared jointly with Bus Vannin.

5.3.5

The employment of seasonal operating staff is designed to provide the flexibility to
operate varying service levels across the operating season. To achieve this staff are
resourced in a number of ways. Some staff are recruited to work for a complete season
with fixed working hours, these staff can be employed to operate the core service level
that operates throughout the season, additionally these staff may also work overtime to
support additional services. Other staff are employed on a “bank” or “zero hours”
system where they are called upon to work as required, which helps to provide
additional services in the high season and facilitates the operation of any special
services. Finally where required, to cover the highest peaks within the seasons such as
the TT races suitably qualified maintenance staff and management can be utilised to
operate services. The use of seasonal staff does require a retraining programme to
occur at the beginning of each season, however the use of “bank” or “zero hours”
contracts does provide a flexible way of operating a network that has varying output
across the operating season.
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5.3.6

These two factors together represents a complex situation in terms of understanding
and allocating staff costs.

5.3.7

With this in mind the staff costs for the rail operation have been built up from first
principles to understand the allocation of staff correctly. The inputs to this have been:




Staff organisational chart annotated by allocation to rail or bus operations
Detailed budget for 2018 timetable setting out operational staff requirements for
the coming season
Chart of staff costs by grade

5.3.8

The use of staff costs for the 2018 timetable, and the planned number of hours worked,
means that there may be some variation between the aggregated figures presented in
the following sections and the aggregate figures presented in Table 5 above.

5.3.9

To assess this it was necessary to calculate the number of hours on each railway by staff
grade and then calculate the number of full time equivalent staff for each grade, based
on full time staff working a 37 hour week.
Allocating Joint Costs

5.3.10

To provide an understanding of the costs associated with operating each route the first
task is to allocate the joint costs to the different operations. For some costs (such as
overhead lines) this allocation is straightforward as it can be based around a readily
agreeable metric such as electrified track miles. However for other costs groups, such as
administration and customer services, the preferred metric is less clear as the
relationship between the cost type and change in output of any one metric may not be
direct.

5.3.11

Table 9 below presents sub groups of central costs and the metric used to allocate them
between the railways.

Table 9.

Joint Costs and Allocation Metric

CENTRAL COST

BUDGET

METRIC

Admin & Customer Service

N/A

Passengers

Central Engineering

N/A

Route Mile

Permanent Way

N/A

Adjusted Track Mile

Overhead Line

N/A

Track Mile

Rolling Stock Central

N/A

Route Level Rolling Stock
Costs

Staff Costs

Train Hours

Advertising

Passengers

General

Train Mile

Electricity

Train Mile

Equipment Costs

Train Mile

Central Operations

Isle of Man
Review of Isle of Man Heritage Railways

Isle of Man Railways SAVE Review

Report

30/05/2018

Page 26/105

CENTRAL COST

5.3.12

BUDGET

METRIC

Events

Train Mile

Maintenance costs

Train Mile

Printing

Passengers

Training

Train Mile

IT Licences

Route Mile

Insurance

Train Mile

Most of the metrics used here are relatively self-explanatory with the exception of
adjusted track mile. This measure is used to take account of permanent way costs which
are a function of both track mileage and route mileage. If all of the railways were double
or single track then route mileage would be a suitable metric but with a mixture of
single and double track operations an allowance has to be made for the varying width of
the track solum. Following guidance from the Chief Engineer it was decided to assume
that Permanent Way costs are proportional to route miles for single track lines such as
the IMR but accrue at rate of 1.5*route miles for double track lines.
MER & SMR Operating Costs

5.3.13

Aside from the cost groups described above the only other area where there was a need
to split joint costs was the allocation of operations costs between the MER and SMR
which were presented jointly. For staff costs these were derived from first principles as
described above. The remaining costs were split using the following metrics.
Table 10.

MER/SMR Joint Operating Costs (exc Staff)

CENTRAL COST

METRIC

General

Train mile

Catering

Passengers

Electricity

Train mile

Equipment Costs

Train Mile

Costs Allocated by Railway
5.3.14

Based on the assumptions described above the total costs of operating the four railways
have been estimated as follows, split between joint costs and route specific costs.
Table 11.

RAILWAY

Costs Allocated by Route

JOINT COST

ROUTE COSTS

TOTAL

IMR

£620,502

£907,905

£1,528,407

MER

£1,063,849

£1,206,236

£2,270,085
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RAILWAY

JOINT COST

ROUTE COSTS

TOTAL

SMR

£389,201

£492,212

£881,413

DBHT

£206,941

£246,413

£453,354

TOTAL

£2,280,492

£2,852,766

£5,133,258

5.3.15

It will be noted that the costs presented here are higher than those presented in Table 8
above. The difference here relates entirely to the inclusion in this table of the costs of
number of staff positions in the rolling stock and permanent way departments which are
currently unfilled. Whilst these vacancies help to reduce the costs of operation it is
understood that in the long term it is essential to fill these positions to maintain and
acceptable level of service, and that the staff shortages presented by these vacancies
have stretched the affected departments in 2017.

5.3.16

It can be seen from the table that joint costs represent approaching half of total costs.
The total costs for each route are unsurprising but the following observations can be
made:




The DBHT may be allocated a disproportionate amount of joint cost as the vast
majority of the joint costs will have occurred at a similar level prior to the
inclusion of the railway in the Isle of Man network
The MER has the highest overall level of cost reflecting a greater level of train
miles operated, with a greater number of vehicles in use.

5.4

Costs Metrics

5.4.1

Having allocated costs to the different railways it is possible to move onto to examine
different metrics to understand how costs would change if outputs were changed. These
were divided into main groups of outputs.




Avoidable Cost Levels: Three categories of avoidable costs were identified
 Fixed Costs - those that could only be avoided if a route were closed,
 Semi Variable those that would only change substantially with a substantial
change in output such a reduction in fleet size
 Variable – those that could be changed through minor changes in output
such as the removal of a service
Output Metrics: The metric by which a particular cost would vary for example
train crew costs would be expected to change with train hours operated.
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5.4.2

The understanding of avoidable costs is important help direct investment decisions. For
example if a new service were planned this should cover its variable costs and make a
contribution too other costs. However the criteria for investing in the overhaul of a
locomotive would be higher for example the revenue generated should cover variable
and semi variable costs and make a contribution to fixed costs.

5.4.3

The output metrics are useful for understanding the marginal costs of operation in
combination with the avoidable costs. For example the variable costs per train mile
would identify the revenue target for an incremental service change.

5.4.4

The table below summarises the allocation of cost groups to the categories described
above.
Table 12.

COST

FIXED/VARIABLE

METRIC

Admin & Customer Service

Fixed

Passengers

Central Engineering

Fixed

Route Mile

Permanent Way

Fixed

Adjusted Track Mile

Overhead Line

Fixed

Track Mile

Rolling Stock Central

Semi Variable

Train Set

Rolling Stock (Route Level)

Semi Variable

Train Set

Staff Costs

Variable

Train Hours

Advertising

Variable

Passengers

General

Variable

Train Mile

Catering

Variable

Passengers

Electricity/Coal

Variable

Train Mile

Animal Feed

Semi Variable

Tram Mile

Equipment

Fixed

Train Mile

Events

Variable

Train Mile

Maintenance

Variable

Train Mile

Printing

Variable

Passengers

Training

Fixed

Train Mile

IT Licences

Fixed

Route Mile

Insurance

Fixed

Train Mile

Operations
(Central &
Route Level)

5.4.5

Costs Allocation

The allocation of costs types to the different metrics is largely intuitive, however it is
worth noting that the “General” group of costs has been treated as variable as it covers
a range of miscellaneous costs relating to items such as stationary, but also covers items
such as ticket machines or radios for the bus and rail fleet, the requirement for all of
these would vary with output.
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5.4.6

The table below presents the allocation of total costs in fixed, semi variable and variable
groups.
Table 13.

Avoidable Cost Allocation (£)

FIXED

SEMI
VARIABLE

VARIABLE

TOTAL

IMR

£540,276

£484,074

£504,058

£1,528,408

MER

£1,086,208

£716,969

£466,908

£2,270,085

SMR

£355,717

£235,296

£290,400

£881,413

DBHT

£125,743

£55,281

£272,329

£453,354

TOTAL

£2,337,918

£1,671,635

£1,551,766

£5,561,319

RAILWAY

Table 14.

Avoidable Cost Allocation (%)

FIXED

SEMI
VARIABLE

VARIABLE

TOTAL

IMR

35%

32%

33%

100%

MER

48%

32%

21%

100%

SMR

40%

27%

33%

100%

DBHT

28%

12%

60%

100%

TOTAL

42%

30%

28%

100%

RAILWAY

5.4.7

Tables 13 and 14 show that the variable costs of the three main routes typically
represent between 21% and 33% of total operating costs, suggesting that the
incremental cost of increasing service levels is low, whilst the impact on total costs of
reducing service levels is comparatively low – with around 2/3 of costs remaining in
place. Therefore the only way of achieving substantial costs reductions would be to
reduce semi variable costs for example by substantially reducing the size of the fleet or
by addressing fixed costs issues for example by closing a route, as discussed in more
detail in Section 8.1. The impact of closing a route In practice however the absolute size
of the fleets in use on the island is not large and therefore any reduction in fleet size
would be likely to damage the performance of the remaining services for example if a
traction shortage were to occur due to mechanical or electrical problems with the
remaining trains, therefore reducing fleet size may well be a false economy.

5.4.8

The exception to this argument is the DBHT where the fixed and semi variable costs are
very low but the variable costs (which are almost entirely staff costs) are high in part due
to the low average speed which increases staff hours for the same level of train miles
relative to the other railways. It is worth noting that feed costs on the DBHT are treated
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as semi-variable as the horses have to be fed year round, and therefore (unlike the other
railways) the costs of “fuel” are related to the “fleet” size rather than the number of
miles operated. Given the comments above about the potential over allocations of joint
costs (which are predominantly fixed) the actual proportion of variable costs on the
DBHT may be even higher. This would suggest the option of extending the MER along
the Douglas Promenade may contribute to an overall reduction in costs through the
lowering of the variable costs associated with the Horse Tram.
5.4.9

The table below presents the average costs by metric for the different railways.
Table 15.

METRIC

Average Costs (£)

IMR

MER

SMR

DBHT

PASSENGERS

£1.49

£0.98

£0.80

£0.87

ROUTE MILE

£3,353.17

£3,686

£3,686.

£3,686

TRAIN MILE

£2.32

£1.12

£1.12

£5.67

TRAIN SET

£89,165

£51,485

£31,354

£510.35

£-

£5,631

£5,631

£-

TRACK MILE ADJ

£21,905

£21,905

£27,016

£21,905

TRAIN HOUR

£74.83

£46.07

£63.76

£53.37

TRACK MILE

5.4.10

The average costs presented above show a varied picture across the railways. The cost
per passenger varies quite significantly across the routes. This is because in addition to
the allocation of certain fixed cost relating to administration the purchase costs of items
such as catering and souvenirs have been included within this metric. This impacts on
the cost per passenger of IMR services where there are both shops and significant
revenue generated from dining trains.

5.4.11

The cost per route mile is constant across all routes as this category only covers central
engineering costs, similarly the cost per track mile is constant on both the SMR and MER
as this represents the cost of overhead line maintenance.

5.4.12

The costs per train mile largely cover operating costs excluding staff. This covers a
number of costs of which fuel is the most significant. The IMR, using steam engines has a
higher cost per train mile than the electric railways. The DBHT has the highest costs as
the costs Animal Feed at £13.5k per annum is high relatively to the number of miles
operated (reflecting the need to feed the horses all year round), especially when
compared to the total fuel bill for the IMR at £34k and the MER/SMR at £67k. The costs
per adjusted track mile are consistent across the routes as this represents the allocation
of Permanent Way costs to the railway however the SMR figure is slightly higher as one
post within the Permanent Way team is specifically allocated to the SMR whilst all other
posts are flexible across the four railways.
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5.4.13

On the IMR the total cost per train set is high as the number of train sets is low
(currently two in revenue earning service plus one dining train), although the number of
vehicles is greater. In addition the use of steam engines increase maintenance costs per
set, partly due to their complexity and partly because more locos are required than
there are sets of rolling stock to provide capacity for maintenance requirements. On the
MER and SMR costs are lower as the fixed depot costs at Derby Castle and Laxey are
spread over a greater number of trams (albeit that the trams have less vehicles and
passengers). Finally the costs per train set for the DBHT are exceptionally low. This is
partly because maintenance costs are low, with stable hands being treated as an
operating cost measured under the train mile metric, but is also linked to the shared
maintenance arrangements with the MER Derby Castle depot which is now undertaking
heavy maintenance on Horse Trams, the staff cost of which will be accruing to the MER
engineering cost centre.

5.4.14

The costs per train set measure does not directly address the capacity of the different
trains in use on the Island. The table below attempts to standardise this based on the
estimated capacity of typical trains on each route.
Table 16.

METRIC

Estimated Cost per Seat per train per annum

IMR

MER

SMR

DBHT

Capacity

242

92

48

32

Cost

£368

£559

£657

£15.94

5.4.15

The table indicates that whilst the IMR has the highest cost per train set the higher
capacity (assumed to be equivalent to 6.5 coaches) generates a lower cost per seat than
the electric railways. The lower capacity (a motor and trailer for the MER and a single
motor coach for the SMR) drive higher costs per seat in this category as the
maintenance costs are spread over a lower number of seat per train.

5.4.16

Finally the costs per train hour also shows variation and is driven by operating staff
costs. The IMR has the highest costs per train hour is largely due to the requirement for
service to operate with three staff on each train and also linked to the number of station
staff involved in the operation. The MER and SMR also have lower staff costs per train
hour as only two members of staff are required for each service. The DBHT has the
lowest cost per train hour, the reason for this is the lower rate paid to DBHT staff
especially for drivers.
Costs by Supplier Type

5.4.17

Having examined the variability of costs and the marginal costs of operation it is also
useful to examine the operating costs by supplier type. In particular this is useful for
understanding the proportion of costs that relate to staff compared to other suppliers.

5.4.18

The supplier types have been grouped into a number of categories. General supplier
covers costs from external suppliers that are unlikely to require specialist skills (for
example the supply of stationary) whilst Specialist Supplier relates to external costs that
are likely to require more skilled input and in the case of costs relating to rolling stock or
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permanent way maintenance are likely to be specialist rail industry suppliers located off
the island.
Table 17.

METRIC

IMR

MER

SMR

DBHT

GENERAL SUPPLIER

£93,557

£396,039

£261,800

£15,203

MISC

£15,668

£25,671

£9,426

£18,036

£-

£52,311

£14,778

£-

£324,622

£367,313

£142,955

£68,190

STAFF

£1,184,069

£1,633,609

£416,218

£302,499

TOTAL

£1,617,916

£2,474,943

£845,178

£403,928

RATES & UTILITIES
SPECIALIST
SUPPLIER

5.4.19

Using the table above it is possible to provide an estimate of the proportion of the costs
that pass through other parts of the Island’s economy. If it assumed that all of the staff
costs, rates and utilities, miscellaneous costs and 50% of the general supplier costs pass
either to residents the island or companies based on the island than around £4.05m or
75% of the costs of operation feed back to the island economy, with only £1.2m leaving
the island. With fares and retail income mostly from non-residents of £1.57m the
railway is bringing in £0.37m more per annum to the island than leaves the island in
costs. This is before any other wider economic impacts described in Chapter 7.
Table 18.

5.4.20

Cost by Supplier Type (£)

Costs by Supplier Type (%)

METRIC

IMR

MER

SMR

DBHT

GENERAL SUPPLIER

6%

16%

4%

4%

MISC

1%

1%

1%

4%

RATES & UTILITIES

0%

2%

2%

0%

SPECIALIST
SUPPLIER

20%

15%

17%

17%

STAFF

73%

66%

76%

75%

TOTAL

100%

100%

100%

100%

The table above shows that staff related costs represent the most significant cost type
covering between 66% and 76% of operating costs. Within the context of the analysis
only covering revenue costs this results is not surprising. The second largest cost relates
to specialist suppliers which will cover the cost of materials required to maintain and
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operate rolling stock and permanent way. It is worth noting that whilst staff costs are
high this means that the leakage of farebox revenue and subsidy away from the Isle of
Man is limited. This also applies to the general suppliers and rates and utilities
categories. However it is inevitable that much of the money spent on specialist suppliers
will leave the Island.
Non-Farebox Retail Costs & Income
5.4.21

Catering and gifts represent a useful source of income for the railway. The table below
summarises the purchase costs associated with this retail sales activity.
Table 19. Retail Sales Activity Costs

METRIC

CENTRAL

IMR

£6,807

£59,907

£57,991

£1,786

£64,798

£61,693

Catering
Gifts
Souvenirs

&

TOTAL

MER

SMR

TOTAL

£20,728
N/A

£87,442
N/A

£59,777

£20,728

£147,219

5.4.22

It can be seen that in total approaching
per annum is spent on purchasing catering
supplies for Dining Trains and purchasing merchandise for retail outlets. It is unclear why
a small proportion of catering costs is attributed to the central organisation and a small
proportion of merchandise costs are attributed to the IMR – this has been assumed to
be a coding error.

5.4.23

The table below presents the income generated from non farebox activity.
Table 20. Retail Sales Activity Income and Profit

METRIC

CENTRAL

Catering
Gifts &
Souvenirs

£58,474

IMR

MER/SMR

TOTAL

PROFIT

£146,028

£32,718

£178,746

£31,527

£64,679

-£119

£6,205

5.4.24

It can be seen that catering activities (dining trains) generate a small profit for the
railways of
per annum. This is based on the income figures presented for “Events”,
this may include some non-dining train events, however the bulk of events revenue will
relate to Dining Trains.

5.4.25

The situation relating to gifts and souvenirs is less optimistic with a small loss existing in
2017. However as highlighted in Chapter 4 this is very sensitive to the purchase of new
specialist stock which will generate a profit in future years.
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5.5

Allocating Farebox & Retail Revenue

5.5.1

As part of the analysis of revenue and costs the management of the IoM Railways kindly
provided access to outputs from their Ticketer system which manages ticket sales and
revenue data for both the bus and rail network on the Island. This provided the most
disaggregate level of data available on ticket sales on the Island, with information
available by ticket type and issuing office. The only significant limitation to the data
provided was the lack of origin-destination data with information only being available on
origins, however this is not a fault of the system in itself but instead is a reflection of a
relatively complex ticketing system that is increasingly based around Smartcards which
are swiped by conductors on train, thus recording the number of trips but not the origin
or destination. It is recommended that a way be found to understand the pattern of trip
making on the network better to provide better information to inform decision making.

5.5.2

In undertaking the revenue analysis an attempt was made to allocate revenue to each
route, with particular reference to multiuse Smartcards, especially Go Explorer tickets
which are heavily used by tourists. A particular issue in examining this related to the
relationship between the Snaefell Mountain Railway and Manx Electric Railway where
the majority of SMR passengers originate at Douglas or Ramsey on the MER. The
approach to dealing with this was to examine the number of Smartcard swipes on the
SMR and MER railways and on the assumption that the vast majority of SMR users
would arrive at Laxey by MER allocate revenue between the two railways weighted by
distance and the number of Smartcard swipes occurring on the SMR. The results of this
process are discussed further below.

5.5.3

A further issue that was identified with the data related to the inclusion of a significant
amount of bus only revenue within the rail figures, which largely arose from the sale of
bus only tickets at rail ticket offices especially through Agents. This revenue has been
removed from the analysis presented here, however this has an impact on the overall
level of revenue allocated to the railway.

5.5.4

The revenue that has been analysed within the Ticketer data includes revenue accrued
through dining trains on the IMR and also includes the sale of other non-fare box items
for example the sale of souvenirs and gifts, however it excludes other miscellaneous
revenue sources such as car park revenue and building rents.

5.5.5

The table below summarises the total revenue accruing to the whole railway operation
and the revenue for each route.

Table 21.

Railways Revenues (£)

METRIC
All Revenue at Rail Points of Sale

£1,846,594

Less Bus Revenue

-£280,042
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METRIC
Remaining Rail Revenue

£1,566,552

Farebox Revenue

£1,514,311

Other Revenue
5.5.6

£52,241

It should be noted that the “other revenue” identified here covers part of the gifts and
souvenir sales detailed in an earlier section. Other data sources suggest a small amount
of “other” revenue is not included in the Ticketer data provided.
Table 22.

Revenue Allocation by route

IMR

MER

SMR

DBHT

Farebox by
Route

£603,378

£535,538

£248,396

£126,999

Misc + Giftshop
Revenue

£29,842

£20,574

-

£1,825

40%

35%

16%

8%

Farebox
Split

%

5.5.7

It can be seen that the greatest level of revenue attributable to a single route is
generated by the IMR at around £600k per annum. This level of revenue generation
relative to the frequency of the service (which is lower than the electric railways) is in
part a reflection on the attractiveness to tourists of a steam operated service. Of greater
interest is the level of revenue generated by the combined MER and SMR operation.
Together the two railways generate £784k of revenue per annum. Whilst the SMR
appears to only generate around half of the revenue that the MER generates the
amount of revenue which is in some way dependent on the existence of the SMR is
likely to be higher than this as the revenue allocation has been based on an assessment
of the number of trips travelling from the MER onto the SMR, however the revenue has
been allocated on a distance basis meaning that for example for a trip from Derby Castle
to Snaefell Summit the majority of the revenue lies with the MER although the trip
might not take place if the Snaefell service did not operate.

5.5.8

It can be seen that the DBHT generates around £126k per annum. It is possible that the
revenue allocation is slightly overstated as a result of the impact of explorer tickets. For
example passengers accessing the MER at Derby Castle will use the DBHT to access the
MER, and in doing so the DBHT will claim part of the revenue for an explorer ticket.
Given the price of an Explorer ticket relative to the cost of point to point tickets on the
DBHT it is very unlikely that passengers are buying such tickets purely for use on the
DBHT and therefore some abstraction from the other railways will take place. However
passengers doe use the DBHT to access the MER at Derby Castle and therefore the DBHT
acts as an enabler in much the way the MER does for the SMR.
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Allocation of Trips and Revenue between MER and SMR
5.5.9

Given the position of the SMR as a unique tourist attraction with a specific destination
(Snaefell Summit) it is important to try and understand the extent to which it influences
trips on the MER. This is particularly important in the absence of specific origindestination data to try and understand the importance of the different components of
the combined MER/SMR routes.

5.5.10

Within this analysis it has been assumed that all passengers who use the SMR with the
exception of those tickets that are issued on the SMR itself (around 15,000 per annum)
will use the MER to access the SMR at Laxey. Using this assumption and information on
Smartcard swipes it is then possible to estimate what proportion of trips on the MER are
linked to trips on the SMR. The table below presents the estimate based on Smartcard
swipes.
Table 23.

SMR and MER Card Swipes

FLOW

5.5.11

TOTAL

% OF MER

MER Total Swipes

93,404

100%

SMR Total Swipes

59,470

64%

MER Net of SMR Swipes

33,934

36%

It can be seen that based on Smartcard swipes the SMR may be linked to 64% of trips on
the MER. If it is also assumed that Douglas to Laxey represents a significant flow in its
own right for passengers accessing the tourist attraction at Laxey it could be assumed
that the sections of line from Laxey to Ramsey is generating fewer trips. The issues
around the quality of the origin – destination data from the Ticketer system means that
it is unfair to speculate on the scale of the issue. However the table below presents a
comparison of ticket sales at Derby Castle, Laxey and Ramsey. This shows that Ramsey
has significantly fewer trips originating at it than Laxey or Derby Castle.
Table 24. Ticket Sales at MER Ticket Offices

FLOW

TOTAL

Derby Castle

22,383

Laxey

18,672

Ramsey

5,034

5.6

Revenue Metrics

5.6.1

Using the data on revenue and metrics on the existing performance of the operation it is
possible to present a number of metrics on revenue, these are shown in the table
below. We have included a column for the IMR net of events and catering revenue as
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this represents a significant sources of income which the other lines do not receive to
the same extent.
Table 25.

Revenue Metrics

IMR

IMR
(NET OF
EVENTS)

MER

SMR

DBHT

Farebox
Revenue

£603,378

£457,350

£535,538

£248,396

£126,999

Revenue per
Route Mile

£39,154

£29,678

£30,018

£53,303

£72,571

Revenue per
Train Mile

£20.14

£15.27

£6.58

£10.80

£15.33

Revenue per
Passenger

£3.92

£3.09

£2.37

£2.07

£1.72

Revenue per
Track Mile

£39,154

£29,678

£15,009

£26,651

£36,285

Revenue per
train hour

£123.67

£93.74

£63.97

£60.84

£30.38

METRIC

5.6.2

The tables above present some interesting findings. The first of these relates to revenue
per route mile. It can be seen that the IMR and MER have similar results, partly as result
of their both being of similar lengths and the headline adult return fare being the same
for both routes. This is notably the case when catering and events revenue is removed.
The SMR however has a higher revenue per route mile, this is partly a function of the
premium paid for this route relative to its distance. The DBHT has the highest revenue
per route mile although it also has the highest fare per mile of all the railways.

5.6.3

Revenue per train mile is highest on the IMR reflecting its longer train formations and
lower frequencies giving it a higher average load. The density of service and lower
capacity of each tram on the MER generates a lower revenue per train mile, whilst the
higher average fares on the SMR coupled to higher average loadings maintains a higher
average revenue.

5.6.4

Again due to the high average fare per mile relative to its distance the DBHT performs
well in this area. This may have implications for the future direction of the railway as
options may exist to better tailor supply and demand for services.

5.6.5

Alternatively it may be possible to generate revenue by altering the fares structure. For
example it may be appropriate to lower the fares on the sections of line between Laxey
and Ramsey where demand is likely to be lower with the aim of increasing revenue
overall. Although the increased use of multi day Explorer tickets may dilute the impact
of this. An alternative solution might be to introduce differential pricing across the
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operating season with for example the aim of stimulating demand on the MER in the low
season. This latter solution might be most applicable when the SMR is not operating as
the latter generates many feeder trips on the MER from Derby Castle to Laxey.
5.6.6

The average revenue per passenger (yield) appears to be quite poor given the length of
the routes. However the figure is complicated by the extensive use of Smartcards which
encourages lots of short journeys. In addition a journey from Douglas to Ramsey and
back on the MER might be punctuated by a break at Laxey in one direction, on a
Smartcard this would generate three separate swipes and thus count as three journeys
Some evidence for this assertion can be seen in the average yield for the IMR which is
noticeably higher than the other railways. This is likely to partly be a function of the
presence of dining trains on these services but also reflects the more limited frequency
of services on the route limiting the scope for short journeys on Smartcards. In contrast
the MER and SMR have higher frequency services providing the opportunity for more
journeys. A similar pattern emerges for the revenue per train hour metric.

5.6.7

The following chapter on benchmarking will compare these results with other railways
across the UK.

5.7

Seasonal Variation

5.7.1

Having identified the various costs of operation for the Isle of Man Railways it is possible
to conduct an assessment of the return generated across the operating season. This
provides some understanding of the appropriateness of the service provided at different
times of year. Typically it would be expected that revenue and operating costs would
rise over the season with the service being tailored to match the available market.

5.7.2

The Isle of Man Railways kindly provided a breakdown of revenue for 2017 on a weekly
basis. This data covered the IMR and the combined revenue of the MER and SMR. Using
the marginal costs of operation identified above covering train hours, train miles and
passengers it was possible to identify the extent to which the services operated in a
week would cover their direct costs. It should be noted that except in exceptional
circumstances services should as a minimum cover their direct operating costs and make
a contribution to overheads. The figures below present the results for the IMR and the
combined MER/SMR operation. Data was not available at this level for the DBHT.
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Figure 1.

Figure 2.

5.7.3

Weekly Miles and Revenue/Direct Cost (%) IMR

Weekly Miles and Revenue/Direct Cost (%) MER & SMR

It can be seen that for the majority of the season all services at least cover their direct
costs of operation on both the IMR and MER/SMR. The exceptions to this are in the
shoulder season, especially in October where neither railway is covering direct costs. It is
notable that as the season ramps up there are periods when the timetable changes but
the increase in demand does not keep pace resulting in reductions in the extent to
which revenue covers direct costs. A good example of this can be seen on the IMR in
May where the timetable sees an increase in services but the revenue generated does
not appear to warrant it. This may be expected to some extent as increases in services
can result in indivisibilities and the alternative might be a shortage of capacity. The
operation of services to cater for coach parties is also a factor in this with the railway
operating on some days to serve this specific market with the railway continuing in
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operation for the rest of the day’s service. With high fixed and low variable costs of
operation it makes sense to keep the service running after the tour party has been
served. It is services such as this that support tourism in the low season and thus bring
wider economic benefits to the island.
5.7.4

It is also understood that this issue is linked to the need to attract high quality seasonal
staff, without a suitably long season potential staff may be dissuaded from applying.

5.7.5

It is noticeable that the MER/SMR operations do not generate such a high return on
direct costs as the IMR does, this is because the incremental cost of increasing services is
higher as the MER increases capacity by increasing service frequency rather than train
length with the attendant staff costs that come with this.

5.7.6

It is encouraging that services cover their direct costs by some margin for the majority of
the year, however it is noticeable that the IMR covers direct costs to a greater extent
than the MER/SMR. As mentioned above this is partly because of the increased direct
cost of increasing capacity on the MER/SMR due to the lower capacity of the trains.
However in combination with the analysis on revenue it suggests that the Electric
Railways are generating a poorer return relative to the cost of operation.

5.8

Summary

5.8.1

This chapter has examined both the costs and revenues of the Isle of Man railways.
There are a number of observations that can be made from the analysis:








5.8.2

That around half of operating costs are joint rather than route specific
That on the IMR, MER, and SMR Fixed and Semi Variable Costs represent around
2/3 of operating costs meaning that only around 1/3 of costs would be effected by
incremental changes in output
On the DBHT the situation is reversed with high variable costs and low fixed costs
suggesting that reductions in service levels would directly impact on costs,
however the DBHT has an important role in making the MER accessible from
Douglas and this would have to be considered in any changes to the service. The
development of the Douglas Promenade scheme and the opportunity to extend
the MER would help to deliver a reduction in costs on the DBHT.
It appears that yield per passenger on the railway is quite low
That the allocation of revenue between the SMR and MER is complex and requires
more research to validate our findings. This is important to understand the
relative strengths of the three components of the MER/SMR network – Derby
Castle – Laxey, Laxey – Snaefell and Laxey – Ramsey

The following chapter compares the findings presented here with an analysis of a range
of different heritage railways across the UK.
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6.

BENCHMARKING

6.1.1

Having derived a series of costs and revenue metrics for the railways on the Isle of Man
it is useful to compare these with equivalent metrics for other heritage railways to
understand how the IoM performs relative to its peers.

6.1.2

To achieve this SYSTRA has reviewed the accounts of a number of heritage railways on
the UK mainland available via either the Charities Commission website or Companies
House. In addition the management of the IoM Railways have provided the results of a
benchmarking exercise undertaken in 2016 with a number of anonymised Heritage
railways. Finally estimates of train miles operated were calculated from publicly
available timetable information.

6.1.3

Using the available information it has been possible to prepare a series of metrics which
allow the railways to be compared. It should be noted that in comparing these metrics
some caution is required as the level of information on the components of costs and
revenues varies between different railways. Furthermore it may not always be possible
to establish if a railway is going through a period of particularly high or low expenditure
in a particular year. The key issues and caveats to be noted before examining the
analysis are as follows:












6.1.4

Many heritage railways have complex organisational structures often with a
trading company running the operations which is owned by a parent charitable
organisation
Heritage railways are less likely to have a formal and organised capital programme
especially for track and infrastructure renewals work. However they may
undertake some works that may be considered as a capital work as a part of
revenue spend and vice versa
The pattern of ownership of locomotives can often be complex with private
owners restoring and supplying locos to railways for a fee. Equally the railways
may well supply heavy engineering functions to loco owners providing a source of
income, creating a market and revenue streams which would not exist on the Isle
of Man.
Different railways have different approaches to staffing levels. Some focus on
having permanent engineering staff whilst others focus on paying seasonal
operating staff.
The calculation of train miles will not be exact as assumptions had to be made
around the timetables operated on special events days where these were not
available.
The MER/SMR is included in the benchmarking but it must be noted that the
nature of its operation is different to UK Heritage Railways. With this in mind
some additional benchmarking has been conducted on other similar railways.

The railways included within this analysis are typically some of the larger UK Heritage
Railway operations. These were chosen as the level of service they provide is
comparable with the service provided on the railways of the Isle of Man. For example
most of the railways are likely to operate continuously across the majority of the tourist
season. They are also railways which run over a substantial distance, mostly over 10
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miles which makes them comparable with the IoM routes and is therefore more likely to
provide a similar relationship between fixed and variable costs.
6.1.5

The table below presents the railways and some key outputs used in the benchmarking
exercise including the anonymised railways and also the metrics for the IoM railways. It
should be noted that the DBHT has been excluded from the assessment due to is
unusual characteristics and short length.
Table 26.

ROUTE
LENGTH

TRAIN
MILES

FULL LINE RTN
FARE

EST SINGLE
TRIPS

Keighley & Worth
Valley (KWVR)

5

14,231

£12.00

210,000

North
Yorkshire
Moors (NYMR)

18

67,896

£26.00

700,000

Isle of Wight

6

11,569

£11.50

200,000

Severn Valley

16

47,149

£21.00

504,660

Ffestiniog

14

24,181

£25.00

800,000

Welsh Highland

25

23,839

£39.80

Llangollen

10

12,834

£16.00

300,000

Ravenglass & Eskdale

7

27,451

£15.00

431,194

Bluebell

10

26,267

£19.00

500,000

Swanage

10

33,198

£13.00

400,000

West Somerset

23

60,925

£20.00

373,206

A

5

24,160

£35.00

264,504

E

10.5

10,920

£14.65

139,000

F

20

47,120

£18.50

365,528

IMR

15.41

29,957

£12.40

147,892

MER

17.84

81,422

£12.40

227,826

SMR

4.66

23,002

£12.00

126,350

RAILWAY

6.1.6

Benchmarking Railways

It can be seen that the chosen comparator railways have a broad geography across the
England and Wales. The shorter railways are between 4 and 7 miles long slightly longer
than the SMR, whilst the longest railways are up to 25 miles long. The total train miles
operated on the railways are largely comparable with the Isle of Man railways, although
the MER is exceptional in terms of the number of train miles operated, reflecting both
its length but also the high service frequency operated. The use of Trams and trailer cars
limits train length on the MER which therefore requires a higher service frequency to
deliver a given level of capacity relative to other railways. This situation is compounded
further on the SMR where only single cars can be used.
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Table 27.

RAILWAY

Benchmarking Railways

OPEX/
FAREBOX
OPEX PER TRAIN MILE
REVENUE PER
REVENUE PER
TRAIN MILE
NET OF
PAX
TRAIN MILE
STAFF

KWVR

£86.06

£63.64

£89.93

£6.09

NYMR

£67.01

£26.40

£66.40

£6.44

Isle of Wight

£81.04

£34.31

£95.44

£5.52

Severn Valley

£143.80

£97.74

£80.13

£7.49

£154.20

£97.23

£152.36

£9.15

Llangollen

£90.66

£35.05

£143.96

£6.16

Ravenglass

£64.85

£64.85

£68.55

£4.36

Bluebell

£165.06

£116.50

£76.42

£4.01

Swanage

£79.58

£49.37

£64.11

£5.32

West Somerset

£45.24

£30.96

£48.40

£7.90

AVERAGE

£97.75

£61.61

£88.57

£6.24

A

£85.35

£18.87

£133.95

£12.24

E

£65.93

£24.73

£53.11

£4.17

F

£32.26

£14.49

£47.96

£6.18

IMR

£51.01

£13.25

£20.14

£4.08

MER

£27.88

£9.12

£6.58

£2.35

SMR

£38.31

£18.70

£10.80

£1.97

Ffestiniog
Welsh Highland

6.1.7

The table above presents metrics for comparison for different railways. Due to the
differences in the passenger numbers, train miles operated and route miles of the
different operations it is not meaningful to present aggregate absolute figures for each
railway.

6.1.8

It can be seen that the railways of the IoM are shown to have considerably lower
operating costs per train mile than the majority of the comparator railways. For
example the IMR (which is the most relevant comparator) has operating costs of £51.01
per train mile. Of the comparator railways only the West Somerset Railway and
Anonymised Line F have lower average operating costs per train mile. In the case of the
West Somerset this lower figure may be driven by the length of the route and ability to
spread more fixed costs over a greater number of miles. The operating costs of the MER

Isle of Man
Review of Isle of Man Heritage Railways

Isle of Man Railways SAVE Review

Report

30/05/2018

Page 44/105

and SMR both appear to be substantially lower than the comparator railways although
this is likely to be a reflection of the lower operating costs of the railway. It is clear that
some railways have operating costs substantially higher than other Heritage Railways,
notably the Ffestiniog, Bluebell and Severn Valley. The reasons for this are unclear but
may be related to specific capital costs. The level of disaggregation available in the
accounts is insufficient to be able to identify the reason for these higher costs.
6.1.9

As the Isle of Man Railways are perceived as being unusual in that they use an entirely
paid workforce to operate the service rather than the mixture of paid and volunteer
staff other railways use it is useful to compare the operating costs per train mile net of
staff costs. These illustrate even more clearly that the Isle of Man Railways have very
low operating costs compared to their peers. Even allowing for the inclusion of capital
costs within the operating costs of some railways it is clear that IoM railways are
operating with very low costs. This is likely to be partly because there is a greater
imperative to reduce costs on the IoM railways than on other railways run on a
charitable basis and also the IoM railways compared to other railways have a lower
costs base as there are few staffed stations, and very limited signalling systems reducing
maintenance and staffing requirements. The Isle of Man Railways will also be benefiting
from sustained investment in track renewals which will differ from the more sporadic
and reactive approach to such maintenance that is likely to occur on other heritage
railways.

6.1.10

Whilst the costs of operation appear to be quite low the level of revenue generated is
also quite low. The three IoM railways have the lowest level of revenue per train mile
operated. The worst performer is the MER at only £6.58 per train mile operated. Whilst
the situation on the MER is complicated by the linkage to the SMR it suggests that
loadings on the route are quite low or alternatively fares are too low, although the
situation is complicated by the short train formations and limited capacity provided on
each train, relative to the comparators. The revenue per train mile is higher on both the
IMR and SMR. In the case of the IMR fares are likely to be bolstered by the higher
revenue achieved by Dining Trains. On the SMR a premium fare per mile is charged
compared to the other railways bringing the average revenue up.

6.1.11

Separately to the main benchmarking exercise a comparison of average fares has been
made between the MER and Blackpool Tram Heritage Tours. This compared the cost of
full line return from Douglas to Ramsey (17 miles) with a return fare by heritage tram
from Blackpool Pleasure Beach to Fleetwood. The service in Blackpool was charging a
fare of £0.27 per mile compared to a fare of £0.34 per mile on the MER. This suggests
that the point to point fares of the MER are comparable to a similar type of operation,
and that the added attraction of the natural beauty of much of the route justifies the
premium over the Blackpool operation. However whilst this comparison shows a higher
point to point fare the overall impact is heavily diluted by lower yield achieved by Smart
Card based tickets.

6.1.12

The revenue per passenger figure achieved is also very low for the Isle of Man railways
compared to their peers. The situation here is complicated by the Smartcard system in
use on the Isle of Man which is a typical of systems used on heritage railways in general.
The Smartcard system means that all journeys on swipe card are recorded and the
presence of Explorer tickets encourages multiple trips to be made whereas on most
Heritage Railways short trips on paper based Rover tickets would go unrecorded whilst
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many passenger may just use day return tickets. This may have the effect of
underestimating trip making levels on the comparator railways thus increasing the
average yield per trip on those lines. Only the Bluebell Railway generates a lower yield
than the IMR and no railway generates a lower yield the MER/SMR. The low yield per
passenger on the SMR is partly because revenue accrued for the proportion of an SMR
journey on the MER route is allocated to the MER.
6.1.13

This relatively low yield achieved by the Isle of Man railways requires further
investigation but suggests that it may be possible to investigate increasing fares in some
markets to improve yield.

6.1.14

The table below presents some final metrics looking at whether railways cover their
operating costs from farebox revenue and also the number of staff employed and the
total staff cost. It should be noted that the total number of staff is based on the number
of people rather than full time equivalents and is therefore subject to variation.

6.1.15

It can be seen that the financial performance of the comparator railways varies
considerably with some succeeding in covering operating costs from fare box revenue
whilst others appear to make a considerable loss and therefore require cross subsidy
from other parts of their operations such as catering, gift shops of engineering
contracting. In the case of those railways which appear to be operating with major
losses or exceptional profits it must be assumed that there are specific circumstances
driving this as this does not represent a sustainable position in the long term. It is
notable however that the Isle of Man railways all require a substantial amount of
support to operate.

6.1.16

The situation with staff costs presents a more positive picture. It is clear that the level of
spend on staff across the Isle of Man Railways is not untypical in the Heritage rail sector.
Many other railways employ more individuals and three of the railways spend more on
staff than any of the individual Isle of Man Railways. This demonstrates that the
perception that heritage railways are entirely by volunteers is unfounded, with the scale
of operation of the larger railways in particular requiring substantial numbers of staff to
produce the service. Like the Isle of Man railways these railways draw on a mixture of
full time permanent staff for administrative and engineering functions and a mixture of
seasonal and a small number of permanent staff for operations.
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Table 28.

Breakeven and Staff Costs

RAILWAY

FAREBOXOPEX PER
TRAIN
MILE

TOTAL
STAFF
COSTS

HEADCOUNT

STAFF COST
PER TRAIN
MILE

KWVR

£3.87

£318,938

12

£22.41

NYMR

-£0.61

£2,757,220

130

£40.61

Isle of Wight

£14.41

£540,571

42

£46.72

Severn Valley

-£63.68

£2,171,640

178

£46.06

Ffestiniog

-£1.84

£2,735,607

89

£113.13

Llangollen

£53.30

£713,754

29

£55.61

Ravenglass

£3.70

Not Available

Not Available

£-

Bluebell

-£88.64

£1,275,369

63

£48.55

Swanage

-£15.47

£1,003,067

49

£30.21

West Somerset

£3.17

£870,000

38

£14.28

A

£48.61

£1,606,030

80

£66.47

E

-£12.82

£450,000

22

£41.21

F

£15.70

£837,000

46

£17.76

IMR

-£29.60

£1,093,280

33 FTE

£36.49

MER

-£20.09

£1,428,356

56 FTE

£17.54

SMR

-£27.52

£451,259

19 FTE

£19.62

Welsh Highland

6.1.17

It can be seen that the financial performance of the comparator railways varies
considerably with some succeeding in covering operating costs from fare box revenue
whilst others appear to make a considerable loss and therefore require cross subsidy
from other parts of their operations such as catering, gift shops of engineering
contracting. In the case of those railways which appear to be operating with major
losses or exceptional profits it must be assumed that there are specific circumstances
driving this as this does not represent a sustainable position in the long term. It is
notable however that the Isle of Man railways all require a substantial amount of
support to operate.

6.1.18

The situation with staff costs presents a more positive picture. It is clear that the level of
spend on staff across the Isle of Man Railways is not untypical in the Heritage rail sector.
Many other railways employ more individuals and three of the railways spend more on
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staff than any of the individual Isle of Man Railways. This demonstrates that the
perception that heritage railways are entirely by volunteers is unfounded, with the scale
of operation of the larger railways in particular requiring substantial numbers of staff to
produce the service. Like the Isle of Man railways these railways draw on a mixture of
full time permanent staff for administrative and engineering functions and a mixture of
seasonal and a small number of permanent staff for operations.
6.1.19

The table does however identify that staff costs per train hour on the IMR are much
higher than the MER and SMR operations. This is a function of the steam railway
requiring an additional member of staff for each train (a fireman), requiring longer shifts
for drivers and firemen to deal with preparation and disposal (The IMR requires 10
hours shifts for drivers compared to 7.5 hour shifts for MER drivers for the equivalent
level of service), and paying higher rates to drivers with steam drivers being paid more
than double MER drivers. There is little scope to reduce this level of costs whilst
retaining steam operation in its current form. Investigating increased use of diesel locos
for low season lightly used services may be an option but risks diluting the attraction of
the railway.

6.1.20

Non train crew staff costs are comparable between the steam and electric railways with
the steam railway having station masters at Douglas and Castletown and a crossing
keeper at Ballastrang, whilst the MER requires a “Top of Yard” position at Derby Castle,
a Station Master at Derby Castle and a supervisor at Laxey to manage the overhead line.
Were costs to be reduced further automation of the level crossing at Ballastrang would
seem to be the only obvious option. Longer term options would require investment in
the signalling and control system on the IMR to remove the need for the Castletown and
Douglas station masters.
International Comparator

6.1.21

Given the lack of railways within the UK with similar characteristics to the MER and SMR
a comparison has instead been made with the Centovalli Railway in Switzerland. This is a
52km (32 mile) long metre gauge electrified railway linking the towns of Locarno in
Switzerland and Domodossola in Italy. The ownership and operation of the railway is
divided between two organisations. In Italy the railway is operated by the Società
Subalpinan di Imprese Ferroviarie S.p.A (SSIF), whilst in Switzerland it is operated by the
Ferrovie Autolinee Regionali Ticinesi (FART), who also operate the bus services in the
area.

6.1.22

On the Swiss section of the line a mixture of international services heavily marketed at
tourists (with the use of panoramic trains) are operated along with local stopping
services from the town of Camedo to Locarno. The rolling stock on the railway is of
varying age with the panoramic trains having been built in the last 10 years whilst some
of the older trains date form the 1960s.

6.1.23

The FART produces an annual report which disaggregates the outputs of both the
railway and the bus services. The table below presents a summary of the costs, revenue
and passenger numbers for the railway for 2016. Prices have been converted from Swiss
Francs to GBP at a rate of 1CHF to £0.73.
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Table 29. FART Rail Revenue 2016 (GBP)

REVENUE SOURCE

VALUE

Transport Revenue (Fares)

£2.47m

Other Revenue

£2.22m

Subsidy

£5.13m

TOTAL

£9.82m

Total Passengers

1,217,327

Ave Fare per Passenger

£2.02

6.1.24

It can be seen that the Cento Valli Operation is much larger than the combined Isle of
Man railway operation. Total fare revenue appears to be very low, however there is a
substantial portion of “other” revenue. The annual report is unclear about the source of
this revenue, however it is likely to be linked to the joint operation of the railway with
the SSIF in Italy and may relate to the provision of train crew for international services,
rolling stock maintenance and potentially track access charges.

6.1.25

If the transport revenue is taken at face value the average yield per passenger is £2.02.
This figure is remarkably close to the average fare figures for the MER (£2.35) and SMR
(£1.97). It is likely however that this figure masks significant variation. There are many
discount fares available for local residents in Switzerland whereas fare levels are much
higher for tourists, with supplementary fares payable for the use of panoramic trains.
This dilution of revenue has parallels with the use of Smartcards on the MER.

6.1.26

It is also clear that the level of subsidy required to support the operation is substantial
with 52% of income being subsidy from the regional government, this compares to a
figure of 60% for the combined Isle of Man Railway operation.
Table 30.

Rail Costs

COSTS

VALUE (2016)

OPERATING COST (%)

Staff Costs

£4.45m

60%

Overheads

£0.53m

7%

Transport Promotions (marketing)

£0.086m

1%

Insurance

£0.170m

2%

Third Party Costs

£0.56m

8%

Lease and rents

£0.029m

0%

Energy

£0.40m

5%

Third Party Maintenance Costs

£1.20m

16%

TOTAL OPERATING COSTS

£7.43m

100%
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COSTS

VALUE (2016)

OPERATING COST (%)

Depreciation

£2.08m

N/A

Capital Expenses

£0.056m

N/A

TOTAL COSTS

£9.56m

N/A

Operating Cost per Passenger

£6.10

N/A

Total Cost per Passenger

£7.85

N/A

6.1.27

The costs of operation of the Cento Valli railway are also much higher than those of the
Isle of Man Railways. When only operating costs are examined it is clear that staff costs
are the main cost associated with operating the service. On the Swiss portion of the
Cento Valli railway 60% of operating costs are associated with staff compared to 79% on
the MER and 60% on the SMR. It is not possible from the annual report to identify how
the central and joint costs with the bus operations are allocated although the bus
operation generates around 3 times the revenue of the rail network, which would
suggest that a larger proportion of joint costs might be associated with this side of the
operation, which may explain the higher proportion of staff costs on the MER and SMR.

6.1.28

It should also be noted that a year round service is provided on the Cento Valli Line
which means that train operating costs will represent a larger proportion of total costs
and will therefore dampen the impact of other more fixed staff costs such as Permanent
Way and Headquarters costs, unlike on the Isle of Man where these costs are spread
over only a nine month season.

6.2

Summary

6.2.1

The benchmarking exercise has been useful to understand how the IoM railways
compare with other similar railways. The key findings from this are that (subject to some
caveats) the IoM Railways appear to have comparatively low operating costs both with
and without staff costs being included. In the case of the MER and SMR this is partly
because of the different technologies employed but even allowing for this it appears
that the cost of operations has benefitted from an imperative to manage costs well,
compared to charitable heritage rail operations which have a different focus.

6.2.2

It is also clear that staff costs whilst representing a substantial component of total costs
are not untypical compared to the larger heritage railways in the UK, with a number of
the UK railways having higher staff costs than the Isle of Man Railways.

6.2.3

However the benchmarking does show that the revenue per passenger and revenue per
train mile for the Isle of Man railways are much lower than for other railways in the UK,
although the average fare for the MER/SMR appears comparable with the Cento Valli
railway in Switzerland. This is partly a function of the comparatively low fares charged
on the Isle of Man compared to other heritage railways and is compounded by the level
of detail on trip making achieved through the Ticketer system compared to the very
aggregate detail available on mainland heritage railways.
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6.2.4

The isolated nature of the Isle of Man and the additional costs of accessing the island
compared to UK heritage railways, does mean that the railways may not be able to
match the fares commanded by some of the larger UK railways. However the gap is
sufficiently large that there should be some room for targeted increases in revenue. This
might include the following:



Increase in fares on the IMR to charge a premium for steam operation – at
present the MER and IMR charge the same for a full line return
Consideration of differential fares across the season especially on the MER to
increase yield in the summer season and increase demand overall in the low
season.

Isle of Man
Review of Isle of Man Heritage Railways

Isle of Man Railways SAVE Review

Report

30/05/2018

Page 51/105

7.

WIDER ECONOMIC IMPACTS OF THE RAILWAY

7.1

Introduction

7.1.1

This section considers the wider economic impact that can be attributed to the Heritage
Railways of the Isle of Man, particularly in terms of benefits to the Isle of Man visitor
economy.

7.1.2

Whilst a significant proportion of visitor expenditure is directly associated with the
Heritage Railways due to their position as a key visitor attraction in their own right, the
Railways can also be considered a significant contributor to wider tourism spend on the
Isle of Man. Furthermore, the Heritage Railways play an important role in supporting
and furthering the impact of the other heritage assets on the Isle of Man.

7.2

Visitor expenditure

7.2.1

In addition to the expenditure effects associated with management, operations and
maintenance, it can also be assumed that, directly or indirectly, the Heritage Railways
are a significant factor in attracting people to visit and spend money on the Isle of Man.
Therefore, it would be useful to examine the impact of the Heritage Railways on visitor
numbers and tourism-related expenditure.

7.3

Visitor numbers

7.3.1

Data on the Isle of Man government website indicates that passenger numbers in 2017
totalled over 500,000 across all the Heritage Railways. The passenger data is provided in
the table below.
Table 31. Visitor Numbers and Railway Passengers

JOURNEY
TYPE

2017 PASSENGERS

Douglas Bay Horse Tram

Single

73,954

Steam Railway

Single

147,892

Snaefell Mountain Railway

Return

63,175

Manx Electric Railway

Single

227,826

HERITAGE RAILWAY

Total
7.3.2

512,847

Although data collected on Heritage Railways passengers is limited, surveys undertaken
in 2007 and 2008 indicate that a large majority of passengers on the railways – 70% in
2007 and 86% in 2008 –originate from outside the Isle of Man. This is unsurprising and
reflects the fact that the Heritage Railways are targeted largely at the tourism market,
whilst local residents have the option of using a parallel bus service operated by Bus
Vannin.
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7.3.3

The same survey data also indicates that users tend to travel on more than one of the
railways during their visit. The Heritage Railways can therefore be viewed as a ‘network’
in the conventional sense, incorporating multiple passenger interchanges. Based on this
survey data, it can be assumed that the half a million passenger journeys in 2017 are
made up of multiple journeys by individual passengers.

7.3.4

Evidence from rail passenger surveys indicates that the majority of trips on the Heritage
Railways are for pleasure and leisure purposes, rather than commuting, business or
other trip purposes. Given the unique popularity of and interest in Heritage Railways in
the UK, it can therefore be assumed, at least in part, that the experience for the visitor is
the railway trip itself.

7.3.5

Heritage Railways financial accounting data indicates that income from ticket sales,
souvenir sales, rental income and other income sources related to the railways totalled
approximately £1.9m in the year to December 2017. Considering the above discussion
on Heritage Railways passengers, it can be assumed that the majority of this income can
be attributed to Isle of Man visitors who make trips on the rail network.
Table 32. Heritage Railways income sources

INCOME TYPE

2014/15

2015/16

2016/17

2017/18

Explorer tickets

£540,843

£678,407

£648,170

£744,647

Resident tickets

£34,958

£47,726

£41,892

£47,461

Souvenirs

£32,359

£55,579

£56,550

£64,679

Events income

£40,970

£21,046

£173,993

£179,924

Private hires and specials

£21,988

£16,401

£20,000

£13,361

Rental income

£68,378

£88,268

£69,442

£71,349

Other income

£709,016

£878,131

£918,688

£840,281

£1,448,512

£1,785,558

£1,928,735

£1,961,702

Total

7.4

The visitor influence of the Heritage Railways

7.4.1

Given that the previous section highlighted that the majority of Heritage Railway
passengers are visitors to the Isle of Man, it can be assumed that there will be additional
tourism-related spend on the island associated with these visitors. Therefore, in addition
to the significant income directly associated with the Heritage Railways noted in the
table above, the railways also serve as a key tourist attractor and can be considered to
have a wider economic impact on the Isle of Man tourism market.

7.4.2

In order to derive the wider economic impact of the Heritage Railways, the extent to
which the Heritage Railways generate additional visitors to the island needs to be
determined. Although there were over half a million passenger journeys in 2017, it is
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assumed that a proportion of these journeys were undertaken by visitors attracted to
the island for other reasons. The total visitor spend of this proportion can therefore not
be attributed to the attraction of the Heritage Railways. Furthermore, users of the
railways who are Isle of Man residents would not be expected to contribute towards
additional tourism-related expenditure.
7.4.3

The combined Manx heritage portfolio, including the Heritage Railways and attractions
run by other organisations such as Manx National Heritage, are a key component of the
island’s tourism offer. When considering feedback posted on the Trip Advisor website,
all three railways were in the top 11 ‘Things to Do’ for visitors to the island, with the
Steam Railway ranked Number 1. However, given the lack of quantifiable evidence for
the scale of importance of the island’s tourist attractions, the analysis of the wider
visitor impacts of the Heritage Railways should be regarded as a high-level estimate of
the order of magnitude.

7.4.4

The Isle of Man TT race, an annual motorcycle event held on the island, is also a key
attractor of trips. The significant number of visitors to the island specifically for the
event means that, for this 2 week period, the Heritage Railways serve as a conventional
transport network whose primary function is to move people around, rather than
attracting visitors in their own right. In 2017, ticket sales data for the TT fortnight
indicated that there were twice as many journey per week than in a regular summer
week.

7.5

Visitor impact analysis
Isle of Man Visitor Economy

7.5.1

In quantifying the value of tourism to the Isle of Man economy, data from the 2016
annual passenger survey suggests that visitor expenditure totalled £106.6m in 2016, at
an average of £363 per visit. The passenger survey also indicates that there were
292,300 visitors to the island in 2016. The breakdown of these visitor types and their
respective spend is outlined in the table below.
Table 33. Isle of Man visitor numbers and spend (2016)
VISITORS

VISITOR EXPENDITURE

TYPE OF VISITOR

1

NUMBER

%

VALUE (£M)

%

Staying in paid accom

134,674

46%

64.3

60.3%

Staying
friends/family

97,048

33%

22.3

20.9%

Business visitors

58,157

20%

19.7

18.5%

Day trippers

2,452

1%

0.3

0.3%

with

Isle of Man Destination Management Plan 2016-2020, Isle of Man Government.
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TYPE OF VISITOR

VISITORS

Total

292,331

VISITOR EXPENDITURE
100%

106.6

100%

7.5.2

The above data demonstrates that the majority of visitors stay in either paid
accommodation or with friends and family. This is borne out by the average length of
stay of visitors to the island, which is estimated at 5 nights. It is expected that the visitor
spend in these two groups would be higher than for business visitors or day trippers due
to either the purpose or length of the visits in the latter two groups.

7.5.3

It can also be assumed that the attraction of the Heritage Railways would not be a
primary factor in influencing business visitors; factors such as business activity and the
wider economic performance of the island would be the key attractors for this group.

7.5.4

Therefore, when considering the visitor impact of the Heritage Railways, it is appropriate
to focus on non-business visitors only. These categories totalled 234,200 visitors (80% of
total) and £86.9m of visitor spend (81.5%) in 2016.

7.5.5

If these expenditure proportions are applied to the estimated £89m value of tourism to
the whole Isle of Man economy noted above, the economic value of non-business
visitors to the island amounts to approximately £72.5m GDP.
Netting off the impact of the Isle of Man TT

7.5.6

Given the impact of the Isle of Man TT event on visitor numbers and Heritage Railways
passengers, it is assumed that the primary attractor of trips during this period is the TT
event itself. Therefore, these visitors and subsequent visitor spend cannot be attributed
to the Heritage Railways and have been removed from the results. The number of
visitors to the Isle of Man TT in 2017 was 45,0542.

7.5.7

As the 2017 Passenger Survey is not available at the time of writing, 2017 visitor
numbers have been derived by applying the percentage increase in passengers travelling
through the airport from 2016 to 2017, which is 0.45%3. Visitor expenditure has been
calculated by applying the £363 average spend per visit to the derived 2017 visitor
numbers.

7.5.8

The impact of removing the ‘TT effect’ from the data is outlined below.
Table 34.

2
3

2017 visitor and passenger numbers with and without the Isle of Man TT event

2017 TOTAL

2017 EXCLUDING ‘TT
EFFECT’

Number of visitors

293,646

248,592

Visitor expenditure

£107.1m

£90.2m

TT Visitor Survey 2017, Department of Economic Development, August 2017.
Department of Travel, Traffic and Motoring, Isle of Man Government, February 2018.
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Heritage
passengers

Railways

2017 TOTAL

2017 EXCLUDING ‘TT
EFFECT’

512,847

474,935

Heritage Railways Impact
7.5.9

As noted above, passenger survey data indicates that users tend to travel on more than
one of the railways during their visit. This is supported by ticket sales data from 2017,
outlined in the table below. The data suggests that, on average, a smartcard is swiped
4.3 times per sale, equating to approximately 2 return journeys. It is not possible to
provide a greater disaggregation of this issue as the only available information on the
number of swipes occurring is an aggregate of all Smartcard swipes.
Table 35. 2017 ticket sales data

ITEM

NUMBER

Passenger smartcard swipes

263,268

Smartcard and ticket sales

60,667

Average smartcard swipes per sale

4.3

7.5.10

Furthermore, the data from the Passenger Survey suggests that the average length of
stay for a visitor on the Isle of Man is five nights. Therefore, the impact of removing one
of the railways as an activity option from the average visitor’s stay has been calculated.

7.5.11

The following assumptions have been made regarding the average visitor stay:







An average five-night stay equates to six days on the island. However, due to
travel commitments, the arrival and departure day have been discounted as
options on which the visitor would attend tourist attractions.
It is assumed that the average visitor will use both the Steam Railway and the two
Electric Railways during their stay.
Given the total length of stay and the operation of the respective timetables, it is
assumed that the average visitor will not use the Steam Railway and the two
Electric Railways on the same day. It is also assumed that, given the timetable
structure and the interchange between the two services, a visitor using the Manx
Electric Railway will use the Snaefell Mountain Railway on the same day, and vice
versa.
Therefore, it is assumed that the average visitor will use the Electric Railways on
one day, and the Steam Railway on another, leaving the two remaining whole

Isle of Man
Review of Isle of Man Heritage Railways

Isle of Man Railways SAVE Review

Report

30/05/2018

Page 56/105



days of the visit for other tourist attractions and activities (e.g. other non-railway
Heritage sites, countryside visits).
The impact of the Douglas Bay Horse Tram has been excluded from these
assumptions as it is assumed that, given its passenger numbers and limited
coverage, its removal would not impact on the total visitor numbers to the Isle of
Man, although it is noted that when packaged with the MER & SMR the DBHT
provides a full day excursion from central Douglas which is attractive to coach
operators as this package allows a rest day to be provided for coach drivers.

7.5.12

Multiplying the number of 2017 visitors by the average visitor length equates to
1,468,232 ‘visitor-nights’.

7.5.13

The average visitor spend of £363 equates to £72.60 average visitor spend per night.

7.5.14

According to the assumptions set out above, removing one of the railways as an activity
option for the average visitor would reduce the average visitor’s stay by one night. This
would equate to a reduction in 248,592 visitor-nights.

7.5.15

Assuming the average visitor spend per night would remain approximately the same, the
above reduction in visitor-nights would result in a visitor spend reduction of
approximately £18.05m. The key figures in this calculation are set out in the table below.
Table 36.

Lost visitor revenue due to removal of Steam or Electric Railways

Average visit length
Average visitor-nights
Average visitor spend per
night

BASE (EXCLUDING ‘TT
EFFECT’)

SCENARIO WITH
HERITAGE RAIL LINE
REMOVED

5 nights

4 nights

1,242,962

994,370

£72.60

£72.60

Reduction in visitor revenue

£18.05m

7.5.16

While the above appraisal assumes that all visitors to the Isle of Man would reduce their
average stay length by one night if one of the Heritage Railways were not available, it
could also be argued that only a proportion of Isle of Man visitors would be affected by
this change – those primarily interested in the Heritage Railways.

7.5.17

It would be expected that the attraction of the Heritage Railways would have a
significant impact on tour operators that offer ‘railway holiday’ coach tours to the Isle of
Man. For example, in discussions with railway management, it is understood that that
two tour operators cancelled holidays during a three week period in 2016 due to
engineering works on the IMR.
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7.5.18

Assuming the same average visitor spend per night (£72.60) and average visit length (5
nights) used in the calculations above, the loss of one tour operator would result in a
loss in spending of approximately £16,335 per tour operator per week. This assumes
each tour operator operates a fully laden coach of 45 seats.

7.5.19

If a tour operator were to cancel a full year of tours, this could result in £457,380 in
potential lost revenue. This assumes 30 weeks of fully booked tours running from early
April to late October, based on available bookings with tour operators in 2018 and the
operation of the Heritage Railways timetables. As above, the effect of the Isle of Man TT
fortnight has been discounted from the results. The calculations are set out below.
Table 37. Lost visitor revenue due to cancellation of tour operator holidays

THE TOUR OPERATOR EFFECT

7.5.20

Average visit length

5 nights

Average visitor spend per night

£72.60

Tour visitors per week per operator

45

Tour visitor-nights per week per operator

225

Tour visitor spend per operator per week

£16,335

Annual tour visitor spend per operator (28 weeks of
operation)

£457,380

In discussions with railway management it has been suggested that keen heritage
railway enthusiasts could make up approximately 20% of the total passenger numbers
on the railways. Therefore, in order to provide a more conservative impact assessment
as a sensitivity test, it has been assumed that only 20% of visitors to the Isle of Man
would reduce their average stay by one night. This is outlined below.
Table 38. Lost visitor revenue due to removal of Steam or Electric Railways – 20% of visitors affected

BASE

SCENARIO WITH
HERITAGE RAIL LINE
REMOVED

Average visit length

5 nights

4 nights

20% of visitors
spending a night less

N/A

49,718

Average
visitornights for 20% of
visitors

248,592

198,874
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BASE

SCENARIO WITH
HERITAGE RAIL LINE
REMOVED

£72.60

£72.60

Reduction in visitor revenue

£3.61m

Average visitor spend
per night

Indirect and induced impacts
7.5.21

To establish the indirect and induced impacts on tourism expenditure that may be lost
as a result of the loss of a Heritage Rail line under either of the two appraisal scenarios
presented above, a standard multiplier of 1.25 has been applied. This is based on a
similar approach undertaken by Ecorys in 2011 and supported by DCCL4. The results are
presented below.
Table 39. Direct, indirect and induced impacts

IMPACT ON ALL
VISITORS (GDP)

IMPACT ON 20% OF
VISITORS (GDP)

Direct impacts

£18.05m

£3.61m

Indirect and induced
impacts (25%
multiplier)

£4.51m

£902,391

Total impacts

£22.56m

£4.51m

Employment impacts
7.5.22

The effect of the above GDP impacts on employment on the Isle of Man have been
quantified using average income data. The median gross weekly pay of full-time
employees on the Isle of Man for 2017 was £558, equating to an annual salary of
£29,0165.

7.5.23

National Insurance and pension contributions have been estimated at a further 17% to
determine a total national figure required to support one full-time employee.

7.5.24

The estimated impact on full-time employment figures of removing a Heritage Rail line is
presented below.

4

Ecorys, The Economic Impact of Heritage Railways in the Isle of Man – A Final Report for the Department of
Community, Culture and Leisure, 2011.
5
Isle of Man Earnings Survey Report 2017, Economic Affairs Cabinet Office, February 2018.
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Table 40. GDP and employment impacts

IMPACT ON ALL
VISITORS

IMPACT ON 20% OF
VISITORS

£22.56m

£4.51m

665

133

GDP
Full-time employment
7.5.25

Considering the results in the above table, a report was produced in 2011 by Ecorys (The
Economic Impact of Heritage Railways in the Isle of Man – A Final Report for the
Department of Community, Culture and Leisure) considering the wider economic
impacts of the Heritage Railways using a different methodology to that applied by
SYSTRA in this report.

7.5.26

The Ecorys report estimated that 10% of tourism expenditure on the Isle of Man could
be attributed to the Heritage Railways. A comparison of the estimated GDP and
employment impacts estimated by Ecorys and SYSTRA is presented below.
Table 41. Estimates of GDP and Employment Impacts

GDP

FULL-TIME
EMPLOYMENT

All visitor impact

£22.56m

665

20% visitor impact

£4.51m

133

£8.9m

297

SYSTRA (2018)

Ecorys (2011)
7.5.27

The SYSTRA estimate assuming 20% of visitors are impacted is in a similar order of
magnitude to the Ecorys report. However, Ecorys applied a 10% attributable impact
assumption across all tourism spend whereas this SYSTRA calculation only accounted for
a proportion of total visitors.

7.5.28

The SYSTRA estimate that assumes all visitor impact is significantly greater than the
Ecorys report at £22.56m and 665 full-time jobs. However, this greater estimated impact
may in part be explained by a greater total visitor spend and the year-on-year increase
in the Heritage Railways income and passenger traffic that has occurred since the Ecorys
report was produced.
The relationship between the Heritage Railways and other tourism offers

7.5.29

The purpose of the above impact analysis is to demonstrate that the Heritage Railways
have an economic impact and are valuable assets to the Isle of Man economy in their
own right. However, the Heritage Railways also play an important role in
complementing and, in some cases, enabling the other tourism offers on the island.
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7.5.30

There are at least 77 visitor attractions on the island6, as well as valuable natural assets
such as coastlines and countryside. Many of these are part of the Manx National
Heritage portfolio, and the Heritage offer (including the railways) can reasonably be
regarded as a package which attracts visitors to the island. If the Heritage Railways were
not available, the attractiveness of the Heritage package would diminish and the tourism
economy would suffer as a result. The other Heritage sites would not benefit from those
visitors to the island whose primary reason for visiting are the Heritage Railways.

7.5.31

Without the railways, the tourism sector would also not be able to support the
significant number of people currently employed – estimated at around 7% of the
available workforce.

7.5.32

To highlight this interdependency, the above relationship also operates in the opposite
direction; without the attraction of Heritage sites and events to visit at the beginning
and/or end of a rail journey, the impact of the Heritage Railways would similarly
diminish as those visitors attracted to the island by the Heritage sites do not make
complementary trips on the railways.

7.5.33

In addition to the railways’ status and historical link to the other Heritage attractions,
they also provide connectivity benefits to the other island attractions that a classic mass
transit system would provide. Without the railway network, visitors could use the bus
network to get around the island, but would not have a convenient transport system
which culturally complements the rest of the heritage tourism offer.

7.5.34

The link between the railways and the other Heritage assets is also a strategic, policy-led
approach. The Isle of Man Destination Management Plan identifies strategic needs and
ambitions for future development for the whole Heritage offer. This includes a desire for
the Heritage Railways to achieve UNESCO World Heritage status.
The societal impacts of the Heritage Railways

7.5.35

Research shows that there is also an argument to be made that the Heritage Railways
provide wider, more abstract benefits to the Isle of Man in terms of community, social
cohesion, skills training and nature conservation.

7.5.36

A July 2013 report by the UK All Party Parliamentary Group on Heritage Rail7 highlights
that volunteers and apprentices play a key role in the operation, maintenance and
management of heritage railways in the UK, particularly in areas where skilled
employment opportunities are relatively low.

7.5.37

Volunteering opportunities provide valuable early life skills in communication and
professional responsibility for young people. For older volunteers, the work can
encourage physical exercise and help prevent social exclusion. Volunteering in any field
enables individuals of all ages to make a tangible contribution to their community. In the
case of the Heritage Railways, the opportunity is to contribute to a symbol of national
pride and historical significance.

6
7

Isle of Man Destination Management Plan 2016-2020, Isle of Man Government.
Report on the Value of Heritage Railways, All Party Parliamentary Group on Heritage Rail, July 2013.
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7.5.38

Although the Isle of Man Heritage Railways are government-owned, and not reliant on
volunteers, there a number of supporter groups and organisations that supply
information to visitors and help to further the appeal of the railways.

7.5.39

In terms of nature conservation, providing car-free access to many of the Isle of Man’s
natural assets, particularly the Snaefell summit, helps to prevent damage to the
environment in terms of noise and air pollution, erosion and congestion. The All Party
Parliamentary Group provides the example of the Welsh Highland Railway, which
provides car-free access to the Snowdonia National Park and enables large number of
visitors to access the attraction without causing irreparable damage.

7.6

Summary

7.6.1

The study of the wider economic impact of the rail network on the Isle of Man illustrates
that the railway brings between £4.5m and £22m of tourism spend to the Island,
significantly in excess of the revenue generated by the railway and in the case of the
lower estimate an amount similar to the total cost of the operation of the railway.

7.6.2

In addition the analysis presented in Chapter 5 suggests that around £4.05m of
operating costs are returned to the Isle of Man economy either through wages or
through spend with third party organisations. Further to this the spend outside of the
Island is less than the farebox and retail revenue of the railway meaning that the railway
brings £0.37m of revenue in to the island more than it spends outside the island.
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8.

OPTIONS FOR ORGANISATIONAL CHANGE
To generate a series of options that could be deployed for change and meet the
objectives of the SAVE programme have considered a number of options for the
development of the railway.

8.1

Closure of elements of lines

8.1.1

The first option considers if a case exists for the closure of part of the network. The 2008
part closure of the MER is noted as a pre-cursor to these options. The closure of one or
part of a number of lines would result in both cost savings and a series of contingent
liabilities.

8.1.2

On operational grounds due the nature of each railway, their traffic potential and
locations of depot and support facilities only two sections of the railways could be
considered for such an approach:



8.1.3

IMR – Castletown to Port Erin
MER – Laxey to Ramsey

We have considered the issue of liabilities and reductions in traffic that would occur and
consider that these outweigh the potential savings generated. The question of ongoing
liabilities to the government relates to the presence of assets that would still require
expenditure irrespective of the railway’s presence, for example, the under track sewage
system on the IMR would remain in place, also some of the structures, e.g. road bridges,
would not automatically be removed and therefore attract ongoing maintenance costs.
Reductions in traffic are likely given the reduced operating footprint and reduction in
the destinations served.
Option Description
Closure of part line(s)
Enabler: Tynwald Approval: “resolution for discontinuance” and resolution for
abandonment” 6 months post discontinuance Transport Act 1982 Schedule 3. Note – the
SMR not subject to this provision due to the nature of its formation as an association but
a Tynwald resolution likely to be needed.
Table 42.

SWOT Analysis – part closure(s)

Strengths
Long term certainty

Weaknesses
Continued incurred costs
Redundancy / redeployment outcome
Could reduce capex and opex exposure uncertainty
whilst retaining revenue and user Inability to restart system if assets
experience
removed / dispersed – land reverts to
owners
Weakness of retained drainage liabilities /
costs to be dealt with
Uncertainty that the system big enough for
a reduction of sufficient size to generate
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Opportunities
Saving on operations
Saving on some capital costs but not all

adequate cost savings
Threats
The level of user experience could be
uncertain for a cut down system
Revenue retention not certain
Reputational damage
Damage to tourist offer due to long lead
times
Time and political challenge of obtaining
legislative approval

Potential Savings
Staff savings: smaller railway to maintain
Staff savings: less operational staff necessary
Operational cost savings – fuel, lubricants, maintenance
8.1.4

The IMR section from Castletown to Port Erin has recently been relaid as part of the
completed Manx Utility sewage system project (IRIS). The southern island main sewer
runs under the track on the formation which required the renewal. As such the current
formation and permanent way are in good order and is unlikely to need heavy
investment in the medium term. The liabilities for the sewage system would remain
with government through Manx Utilities. This would also create legal issues as, in
theory, some of the land may revert to the successors to the original owners on closure.
In terms of operations we see no savings in train sets running to Castletown only and
only limited savings in staff costs; the same number of crews would be necessary and
the full cost of the joint Bus & Rail supervisor at Port Erin passed to the bus service.

8.1.5

Using the costs metrics presented in Chapter 6 it is estimated that closing the
Castletown – Port Erin section of the line would save only £163,000 per annum. The
reason for this comparatively modest saving is that it is not possible to reduce the rolling
stock requirements of the line as two train sets would still be required to operate in the
high season. It is also assumed that there would be only limited savings in train crew
hours as crews would still have to be paid across a full day, assuming that existing
service frequency and spread of departures across the day were maintained. This leaves
only reductions in permanent way maintenance costs, and reductions in the costs per
train mile to be achieved.

8.1.6

In terms of traffic, Port Erin serves as a destination in its own right and offers a “classic”
seaside day out, whilst Castletown station is remote from the actual tourist destination
in the centre of Castletown but does act as a hub for the local heritage sites which
attract a number of rail users.
The MER Laxey to Ramsey section

8.1.7

In 2008 the MER was temporarily closed as a result of concerns over the condition of the
track at the time. The Tomlinson Report of 2009 examined in detail the background to
the 2008 closure which was predicated on safety grounds relating in the main to track
maintenance. At the time of the 2008 closure the operation of the Railway was vested in
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the Department of Tourism and Leisure who relied to a large degree on external
technical support to assess the condition of the track on this section. In response, the
government instigated a series of changes designed to bolster the railway’s engineering
capability. The circumstances of 2008 do not apply today; the issue in a closure would
be the sunk investment made in recent years as a reaction to Tomlinson’s findings. The
key point from the closure is that decisions based on limited engineering information
need to be taken in the light of a wider set of facts and local circumstances.
8.1.8

In terms of traffic loss on the MER we were advised that the dip in traffic caused by the
2008 closure took 5 years to recover.

8.1.9

However the savings achievable form the closure of the Laxey – Ramsey section of line
are more substantial than those that might be achieved between Castletown and Port
Erin on the IMR. It is estimated that operating costs could be reduced by around
£708,000 per annum. This is based on the assumption that the existing service
frequency would be maintained between Derby Castle and Laxey. The scale of the cost
change is driven by a number of factors. Firstly there would be a substantial reduction in
both permanent way and overhead line maintenance costs with the removal of 10 route
miles of track from the network. In addition it is assumed that the maximum number of
operational trams required would be reduced by around half as it would be possible to
operate the same service frequency with fewer vehicles. This reduction in costs would
also generate a substantial saving in staff operating costs. Further investigation would
be needed to understand how much of the saving in maintenance costs could be
realised through a reduction in the establishment at Derby Castle, and therefore
£708,000 should be seen as the upper bound for cost saving.

8.1.10

However the overall impact on demand is uncertain, as noted elsewhere in this report it
is difficult to build a comprehensive picture of the pattern of origins and destinations on
the MER and therefore the importance of the Laxey – Ramsey section as part of a larger
network is unclear. It is also important to consider the importance of the route to
Ramsey as part of the infrastructure required to support the operation of the annual TT
event. There would also be ongoing capital liabilities associated with the infrastructure
on this section of route were it to close.
Summary

8.1.11

Given the uncertain effect on revenue, the investment programme recently conducted
and likely limited savings in terms of operations and rolling stock generated we do not
recommend pursuing this option for the IMR. In the case of the MER there is a need for
further detailed work to understand what the impact on demand might be. It may be
possible to achieve a more sustainable outcome through the development of alternative
service patterns for this section of route.
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8.2

Privatisation
Option Description
Privatisation of some or all of the Railway system
Enabler: Tynwald Approval and supporting tender process
This would include the transfer of assets, operations and revenue issues to 3rd party
with protection for access to undertakers plant under the railway and a mechanism to
provide ongoing subvention from government i.e. revenue support.
Table 43.

SWOT Analysis – Privatisation of some or all of the Railway system

Strengths
Transfer of all risks to 3rd party for that
element of the network transferred
Removal of some liabilities (e.g.
pensions) from public sector

Weaknesses
Willingness to consider private operations
Possible subsidy increase to cover 3rd party
profits
Need for staff transfers etc. in a timely
manner
Due to the need for subvention (subsidy)
the wish to innovate and take risk on new /
expanded service offers is unlikely to be
strong
Opportunities
Threats
Potential off-Island experience and Reputational damage
resource pool
Possibly seen as a precursor to change in
De-risking of government involvement
government approach to service provision
Potential for market testing of the
Unclear how residual liabilities of the
current internal organisation
government would be dealt with – e.g. the
sewage pipeline under the IMR formation
Potential Savings
Limited potential for savings as subsidy and capital investment still required.
Any operational savings generated to be negated by need for client organisation to
monitor concession.
The service provider would assess the level of service provision that the income and
subvention (subsidy) could buy which in turn could allow the subvention (subsidy)
level to be capped without risk of future increase.
8.2.1

The option of privatisation of the railways superficially has a number of advantages,
including revised terms and conditions for staff which may lead to reductions in the
subvention required and the transfer of risks to a third party. The associated costs
include:




8.2.2

Government pension scheme contributions
Government benefits package
Adherence to government salary levels and increments

The system would need to be put into a condition engineering-wise capable of being
transferred to the third party who would need be selected by open tender. This would
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require the acceleration of the current investment programme to meet an artificial
deadline. Whether such an accelerated programme is feasible given current and
available resource levels (both internal and externally contracted) is doubtful.
8.2.3

Two fundamental barriers present themselves to this approach:




The continuing need for operational subsidy and the way this is channelled to the
third party. In addition, it is unclear how a private sector organisation could
generate capital investment for the type of assets involved.
The need for a client side organisation within the DOI where the current
management and engineering expertise lies to control such a contract to be set up
to manage the third party which could negate any cost savings generated by
innovative working practices adopted by the third party

8.2.4

The government would become the ‘operator of last resort’ should the third party fail.
Given the unique nature of the Railway in our view the ability to attract a suitably
experienced third party with a demonstrable track record in this type of operation
would be limited. We have identified no example of this from overseas although we are
aware UK heritage operators using national networks on a regular basis (e.g. North
Yorkshire Moors Railway to Whitby) and of a potential scheme in the UK for the Tyseley
Steam Centre to become a licenced train operator. In both these cases no infrastructure
management is involved. There are examples of railways operating where track and
infrastructure have been privatised as a single package e.g. New Zealand but none in the
heritage sector.

8.2.5

The idea that cost savings could be achieved may in practice not prove to be the case, or
alternatively would comprise the delivery of a quality product. For example if attempts
were made to reduce wage rates for new staff (notably seasonal staff) then the quality
of applicants would be likely to reduce, or it may not be possible to fill vacancies.
Likewise there are currently a number of unfilled vacancies in the engineering
departments. Were wage levels to be reduced it would be harder to fill these vacancies,
or alternatively the quality of work may decline over time. In addition with a client side
organisation to be developed it would be necessary to duplicate the roles of a number
of staff. On a larger network this might be acceptable however on a smaller network the
level of duplication and the level of costs would be proportionally higher. It is thought
that a client side organisation would need to be formed of the following staff:






8.2.6

Client director
Contract manager
Supervising civil engineer
Supervising rolling stock engineer
Contract assessor

Based on the salary costs of the existing management structure we estimate the client
side costs to be around £318k per annum. This would be in addition to the annual
subvention costs and therefore any reduction in subvention would have to achieve a
saving of £318k merely to maintain the existing net financial position. Based on current
subvention levels this would represent a reduction in subvention of approaching 11%.
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Summary
8.2.7

Given the fundamental nature of the uncertainties and the potential increases in costs
we do not recommend this option.

8.3

Concession arrangement
Option Description
Use of a Concession Arrangement for operation of some or all of the Railway system
This would include the transfer of railway operations or infrastructure management to a
third party but the government would retain detailed control of what is delivered and
when. To provide a suitable incentives regime there would be a need to retender the
concession on aperiodic basis (for example once every five or 10 years), and the process
of retendering would generate costs for the government.
Enabler: Tynwald Approval and supporting tender process.
Table 44.

SWOT Analysis – Concession Arrangements

Strengths
Could provide long- term investment
certainty
Transfer of some risks to 3rd party but
not revenue risk.
Removal of some liabilities (e.g.
pensions) from public sector.
Potential for a ‘fixed price for a fixed
output’ approach i.e. medium funding
certainty

Weaknesses
Would still leave liability for revenue with
the DOI and ultimately government
Ability to provide incentives for efficiencies
may be limited
Government may still hold ultimate liability
for service quality irrespective of
contractual position
Need for staff transfers etc in a timely
manner
Interaction between parties responsible for
engineering (e.g. the track) and operations
may become overly complex due to
contractual requirements
For mothballing
No revenue income to off-set some
liabilities
Lost markets would be difficult to regain
Redundancy / redeployment outcome
uncertainty
Opportunities
Threats
Potential for revised relationship Reputational damage, Possibly seen as a
between operator and government
precursor
to change in government
Potential off-Island experience and approach to service provision
resource pool
Limited size and seasonal nature of
operation could make model untenable
Potential Savings
Limited potential for savings as subsidy and capital investment still required.
Any operational savings generated to be negated by need for client organisation to
monitor concession
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8.3.1

The option of using a concession arrangement to operate the railways or the
infrastructure superficially has a number of advantages, including revised staffing
arrangements (and associated cost reductions) and the transfer of day to day
operational risks to a third party.

8.3.2

The staff cost issues primarily relate to the current government conditions for
employees. A new private sector employer would seek to reduce these liabilities
subject to the provision of employment transfer legislation.

8.3.3

The system would need to be put into a state engineering-wise capable of supporting
such an operating regime; or alternatively a mechanism would have to be developed to
support capital investment. This would require the acceleration of the current
investment programme to meet an artificial deadline. Whether such an accelerated
programme is feasible given current and available resource levels (both internal and
externally contracted) is doubtful.

8.3.4

Three fundamental barriers present themselves to this approach:




The continuing need for operational subsidy and the way this is channelled to the
third party in a way that can offer efficiencies.
The difficulty of managing the wheel to rail interface in purely contractual terms.
The need for a client side organisation to be set up to manage the third party
which could negate any cost savings generated by innovative working practices
adopted by the third party.

8.3.5

The government would become the ‘operator of last resort’ should the third party fail.
Given the unique nature of the Railway in our view the ability to attract a suitably
experienced third party with a demonstrable track record in this type of operation
would be limited.

8.3.6

The potential for cost saving in this option would be similar to those presented in the
option for full privatisation, with the same issues being presented around the realistic
scope for cost reduction. There would also again be the need for a client organisation
with costs of around £318k per annum, meaning that any third party would have to
generate costs savings or revenue increases of 11% of the existing subvention merely to
maintain the existing total costs, complicated further by the costs of refranchising at
periodic intervals.
Summary

8.3.7

Given the fundamental nature of the uncertainties we do not recommend this option.

8.4

Care and Maintain Only
Option Description
Care and Maintenance of the current system or placing it in ‘mothballs’ with limited
maintenance
The Railway system would receive ‘running repairs’ only i.e. sufficient maintain to keep
the asset at its current level of capability but no capital investment beyond that.
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Enabler: Tynwald Approval
Table 45.

SWOT Analysis – Care and Maintain only

Strengths
Limits capex and opex exposure in short
term
Potential for retention of skills in the
medium term if care and maintenance
applied

Opportunities
Care and Maintenance provide time to
change to an alternative regime

Weaknesses
Lack of investment in degenerating assets
leading to an unsustainable future Given
the investment intensive nature of the
railways this would become an issue in the
short term i.e. 1 to 3 years
Redundancy / redeployment outcome
uncertainty
Residual liabilities will still remain
Threats
Reputational damage in medium / long
term
Damage to tourist offer in medium / long
term
Safety certification fails in time (e.g. p’way,
boiler certificates) with no prospect of
renewal
Substantial investment needed to return
system to ‘full health’
For mothballing Potential for irreparable
damage to assets

Potential Savings
In the short term both opex and capex would be avoided but the cost of transition
arrangements would need to be considered.
8.4.1

The choice to reduce the railways to a care and maintenance only regime or mothball
the existing assets represents a way to reduce the cost base in the medium and long
terms. By definition a transition to this type of arrangement would challenge the longterm future of the railways.

8.4.2

The potential cost savings associated with this option is complex. In the short term the
existing capital programme with planned spend of £11.9m could be abandoned. It may
be assumed however that existing operating costs would be maintained if the current
service level were operated and with it the current level of subvention would be
maintained. Over time the operating costs would start to reduce as it became harder to
operate the network and services would have to be reduced. It is possible that both the
IMR and MER would become difficult to operate without investment fairly quickly. If the
current boiler replacement programme were abandoned on the IMR then a shortage of
locomotives might become an issue quite rapidly, although the condition of the track on
the IMR is very good following investment associated with the IRIS pipeline, and it may
be possible for a much reduced service to continue using those engines that have been
or are about to be reboilered. On the MER in contrast the track and overhead line would
be the driving factor in the decline of the railway with the rolling stock being more likely
to be able to continue in operation.
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Summary
8.4.3

Given the fundamental nature of the long-term threat to the continued operation of the
railway and the costs / liabilities involved this option is not recommended.

8.5

Changes in Organisational Status
Option Description
Revision to current operating and funding arrangements. This option could include a
medium term financial settlement to support a medium term strategy. This would
remove the current annual budgeting approach followed in government. A change in
governance arrangements would support the medium term strategy; this could be
exercised through an arms-length board.
Enabler: Tynwald Approval if changes in funding arrangement, DOI if internal change
only.
Table 46.

SWOT Analysis – Changes in Organisational Status

Strengths
Could allow focus on railway issues by
separation into client and delivery
organisations but with retention of
service specification and fares policy by
the government
Retains current railway operating
knowledge
If coupled to medium-term funding
settlement there would be operational
stability and economies of scale
generated

Weaknesses
Retains
government
employment
conditions – scope for cost reductions
limited
No medium term strategy in place to build
upon

Opportunities
Could offer medium financial approach
time giving longer term access to key
markets

Threats
Challenge of changes in funding
arrangements if coupled to a multi-year
funding settlement

Potential Savings
Direct organisational savings limited – a client / delivery organisation split necessary
but could be achieved with existing resources. The split would be necessary in our
view to ensure the existing annual budget system could move to the medium term
financial planning proposed
Would allow medium-term view of staffing to be taken with phased reductions in
headcount possible
Taking a medium term view of contracting could generate limited cost savings
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8.5.1

The issue of an organisation change within the Railway operation has some distinct
strengths in terms of limited change in operational capability and the retention of core
railway operational and engineering skills.

8.5.2

Our initial option was a simple reallocation of the railways to another department. On
review this simply moved the existing structure and costs rather than offering any
fundamental mandate for change and securing savings. As such we did not consider
this option further. A review of the history of Island’s railways indicates that in the
period of government operation there has been both direct government control and
operation through an ‘arms-length’ board. Recent experience of ‘arms-length’ board is
in the Island’s utilities provider. Given this recent experience we developed a further
option of an arms-length operation with a client side organisation retained by the
government.

8.5.3

In our view there are two overlapping issues in this option. Firstly whether the railway
could generate costs savings by being in an ‘arms-length’ structure answering to a client,
most likely to be the Director of Passenger Transport. Secondly if there is a need be a
medium-term strategy to give certainty of purpose and bridge to the long-term national
infrastructure strategy. In both cases we raise the issue of a longer-term funding
settlement but note the general principle of annual accounting.
Summary

8.5.4

This option has merit in further consideration because of the parallels with existing
organisations. We examine this proposal and an evolution in section 10 and in the
conclusions.

8.6

Charitable Status
Option Description
Revision to current operating and funding arrangements
This would include the moving of railway operations from government control to be
governed by a charity as defined in the Charities Act 1962 or the founding of a
supporting charity as with Manx National Heritage.
Enabler: Tynwald Approval
Table 47.

SWOT Analysis – Charitable Status

Strengths
Revised funding system could offer new
funding sources
No changes to staffing arrangements in
the short / medium term

Weaknesses
Ability to attract continued charitable
giving uncertain
Question of how / if government subsidies
/ investment programme could be
maintained
Government still likely to be ‘operator of
last resort’ in a case of charity failure
Opportunities
Threats
Positive change in status likely to be Ability to gain or retain charitable status
well received
uncertain due to requirements for seeking
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Dual charity support and full time a declaration of charitable status from an
government operations possible – e.g. independent adjudicator
Manx National Heritage
Potential Savings
Limited if a split model such a MNH adopted but finances could be supported by
charitable giving – see also section on use of volunteer labour
8.6.1

We note the contribution that charitable status could make to the railway but we see
this as a supportive role not a total replacement for government funding. The scope for
savings is quite limited other than through the possible use of volunteers for some
limited functions. The opportunity instead rests with increasing income through
charitable giving to reduce subvention. This source of income may be quite variable with
the potential for a base level of giving supported by unpredictable levels of larger one
off donations for example through bequests, which would not be able to support a long
term stable programme of investment.
Summary

8.6.2

Given the uncertain ability to obtain and retain charitable status this option is not
recommended.

8.7

Museum based railway
Option Description
Convert the current railway operations into a museum based product, either with or
without a demonstration section of line. Provide museum building and curating service
for railway collection.
Enabler: Tynwald Approval
Table 48.

SWOT Analysis – Museum Based Railway

Strengths
Retention of historic assets
Removal of p’way / structures
maintenance and renewals costs
Avoids operational H&S issues if a static
museum
Liabilities for certain non-museum
assets would remain

Weaknesses
Reputational damage to tourist offer –
reduction in scale of operation would
dissuade tourists
Set up costs could be high
Loss of current revenue streams
Loss of unique operations
Issue of locational equity dependant on
museum location
Loss of heavy engineering skills
Current asset retention policy is to retain
all stock – could this be accommodated
effectively
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Opportunities
Ability to provide new and accessible
tourist experience
Effective preservation under controlled
conditions possible

Threats
Not all assets retained so dispersal of
unique assets could devalue this concept
Level of revenue retention, if any, not
easily modelled

Potential Savings
Removal of the majority of current opex and future capex costs but at the cost of the
current character of the railways. There will be a number of set up costs e.g. securing
new accommodation or adapting existing facilities that would negate in the short
term the operational savings made. The labour cost savings would only accrue after
restructuring charges have been dealt with. There would be an immediate saving of
£11.9m through the cancellation of the existing capital programme to 2023. In
addition there would be a saving in operating cost of £4.879m per annum, although
this would be offset by the costs of a museum operation, with a budget requirement
of up to £0.5 per annum
Summary
8.7.1

This option would fundamental change the nature of the railways on the Island. Whilst
in the medium term significant costs savings would result, the linkage between the
railway and the Island’s tourism offer as detailed in section 7 of this report would in all
likelihood be broken.

8.7.2

The liabilities for a post–operational railway would remain. On this basis and the
potential damage to the island’s tourist offer this option is not recommended.

8.8

Volunteer Labour
Enabler: DOI approvals

8.8.1

The potential to develop opportunities for volunteers to be involved in the Isle of Man
Steam Railway provides a unique experience, whilst helping to maintain the heritage
operation. In return volunteers can offer extra care and attention for the organisation
they are working for, especially in the area of customer experience. In many instances
they can help an organisation enhance their offer in addition to the work paid staff
undertake.

8.8.2

The nature of the Heritage Railways is such that the introduction of volunteer labour
would need to be carefully considered and targeted. A straightforward move to full
volunteer operation, as highlighted in the SAVE consultation responses, is in our
judgement unsustainable. Even the most effective volunteer led heritage railways on
the mainland retain a core full time, permanent staff that provide continuity of purpose
and most critically ongoing safety management. The variable nature of service quantum
throughout the year and spikes in output, although well known in advance, does not
lend itself to the use of volunteer labour to covet these demands; the need for safety
briefings and training for such short operational period would load excessive costs onto
railway.
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8.8.3

We see the role of volunteers going forwards as crucial to non-operational activities that
pro-actively support the commercial aims of the railway. We note the positive role
volunteers play in the Port Erin museum and in the restoration of MER Car No 14.
Table 49.

SWOT Analysis – Volunteer Labour

Strengths
Unique opportunity for people to be
involved in the railway
There are a number of organisations on
the Isle of Man related to volunteering
so a well-established concept

Weaknesses
Full employment on the Island gives
limited on Island volunteer pool
Less interest from people wishing to be
volunteers on a nationalised railways as
opposed to a charitable organisation
Some poor experiences of using volunteers
in the past, particularly around keeping
people interested and focussed
Issue of island’s isolation and cost of access
Management time inputs needed tom
recruit and manage a volunteer workforce
Mixture of customer facing and role
competence skills may not be achievable in
a volunteer workforce
Opportunities
Threats
Attract volunteers from other heritage There are already a large a number of
railways.
voluntary opportunities on the Isle of Man
A small proportion of the visitors to the which may make it difficult to recruit.
Island could be interested in There are already volunteering
volunteering on the heritage railways.
opportunities with other railways on the
Provide an enhanced offer which
island.
otherwise would not be possible
Implications on the need for a work permit
without the support of volunteers
if volunteers undertake 10+ days of work
and the necessary undertaking of
compliance.
There may not be enough volunteers on
the Island, or could encourage others to
leave other roles.
The relationship between staff and
volunteers can develop feelings of ‘them
and us’.
It can sometimes be difficult to encourage
volunteers to undertake the tasks that
need doing, rather than the ones they
wish to do
Potential Savings
This could generate savings in operational costs but the real value of volunteers is in
carrying out project based activities that are beyond the current capacity of the
existing staff and resources. In this sense any cost savings would be through ‘avoided
costs’ rather than direct cost reductions.
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Summary
8.8.4

A full assessment of volunteer labour use is in Appendix B but we see that as a
replacement for front-line operational and engineering staff the use of volunteer labour
to be unsustainable. There is a role for the targeted deployment of volunteers but given
the known issues of recruitment and retention this should be based on a work party
style approach for specific supportive projects.
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9.

REVIEW OF A DETAILED PROPOSAL FOR CHANGE

9.1

Introduction

9.1.1

The SAVE programme has required us to consider a number of options for change both
the seeking savings in budgets and to seek fiscal certainty for the railways moving into
the future.

9.1.2

The railway by its unique nature, age and asset types is capital and resource intensive
activity. Other elements of our report examine current operations, costs and
management structure.

9.2

Preferred Option Development

9.2.1

The capital intensive nature of the railway means that a longer-term investment
programme is an essential requirement. This applies to both to the civil engineering
elements of the railways (permanent way and structures) and the rolling stock.

9.2.2

The current approach to capital spending with annual accounting for minor capital
works spending is reactive to current issues rather than providing a longer-term stable
asset management context. The Column 3 capital expenditure does have the concept of
an annual carry-over but solely for individual projects that have received the
appropriate approvals. Column 2 capital although not committing future funding does
allow indicative coverage of future years spending.

9.2.3

The range of options explored for transformation and savings has considered a range of
‘third party options’, each of which would add levels of complexity for no financial gain
Indeed, in many of the cases examined the need to channel subsidy to a third (private
sector) partner would blunt any efficiencies that could be generated. In addition,
significant third party involvement beyond current levels of contractor support would
require an enlarged client organisation to shadow the new delivery organisation.

9.2.4

Accordingly two fundamental principles have driven our thinking:



The intrinsic efficiency of the current operations and the role public subsidy plays
in its delivery.
The need for a long term stable investment programme.
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10.

THE PREFERRED MANAGEMENT OPTION

10.1.1

The preferred option is to retain the Railways in a public sector environment backed
with a five year medium-term strategy and indicative financial plan. The strategy would
set the delivery of agreed outputs over the medium term whilst retaining the
requirement for annual budgeting. The timing of the strategy is recommended to align
to the Tynwald five year electoral cycle. The five year strategy would provide a bridge
between the annual budgeting round and the highly strategic national infrastructure
plan.

10.1.2

The DoI would retain day to day management of the railway and matters such as staffing
and investment priorities within the allocated budget framework which would set the
delivery outputs.
Organisation

10.1.3

The existing general operational structures would be retained within the railway
organisation. As the focus of ongoing investment changes we identify that the nature of
a number of posts would change and indeed in certain circumstances be made surplus
to requirements.

10.1.4

As this report is tasked to consider the Railways as a stand-alone service we note two
key leadership roles - a rail operations manager who would deal with operations,
commercial and government engagement and a chief railway engineer to be charged
with delivering the system and equipment to allow operations. Statutory responsibility
for safety matters would rest with the chief railway engineer; at present although not
formally documented the Director of Transport would appear to carry this responsibility
but in a stand-alone arrangement it would be appropriate for safety to be managed by
the lead of the engineering discipline.

10.1.5

We note that the current management arrangements that provide a fully integrated
transport service and sharing of resources where appropriate does have a greater
overall efficiency than two stand-alone services. This is manifest in the number of
shared posts, both operationally (Ramsey and Port Erin shared supervision) and in terms
of back office functions. Indeed the operation of the multi-modal ticketer system
implicitly relies on a shared administrative function between bus and rail.

10.1.6

At this stage we identify no costs driven reason to separate rail and bus operations but
should a separation be identified as a cost management measure we note the issues
that would need to be resolved in the commentary below, in addition to matters that
require attention in any case.

10.1.7

We see that as the investment programme moves focus it will be possible to restructure
the railway’s engineering functions to generate cost savings. There are a number of
unfilled posts in the structure that should either be filled or removed from the
establishment.

10.1.8

There would be a need for the following agreement on staffing when considering the
railway as a stand-alone entity. Agreement on the two dual role (bus / rail) station
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supervisors at Ramsey and Port Erin. We have assumed this to be a SLA with the bus
operations organisation for this purpose.
10.1.9

We note the need for a SLA with the Property and Maintenance function of the Estates
Service to provide support for the upkeep of the railway’s property portfolio.
Financing

10.1.10

The financing of the railway would retain the capital investment and operational subsidy
being deployed by the Isle of Man government through Tynwald. The settlement,
although only a single year one, would be framed in the context of the 5 year plan.

10.1.11

As identified elsewhere the need for longer term planning of investment in railway
infrastructure and rolling stock after the current civil engineering focused investment
programme is vital for stability of the railways as a working entity. The focus of this
investment programme needs to move in a planned way from the current and necessary
high level of civil engineering investment to investment in the fleet on completion of the
current planned works. The principle of sustained investment should be applied to
rolling stock rather than reliance being placed on an annual programme of investment
which is subject to a range of internal priorities, not all related to the railways. Ensuring
sustained long term investment will ultimately ensure the railway is pro-active rather
than reactive and may in turn allow a reduction in staffing costs in the engineering
functions in the longer term.
Regulatory control

10.1.12

This would remain ultimately with Tynwald who would approve the longer term strategy
and outputs the railways must deliver. On a day to day basis operational control would
rest, as now, with the Railways Management.
Summary SWOT Analysis
Strengths

10.1.13

The key strength given by this option is longer term stability. The ongoing track
investment programme has shown an improvement in asset status that will stand the
railways in good order moving forward. This needs to be repeated to stabilize the state
of the rolling stock fleet whilst also ensuring routine maintenance and renewal of the
civil engineering portfolio to ensure the value of the current investment programme is
not lost by not taking the opportunity to match routine maintenance to the new
improved state of the asset.

10.1.14

In terms of operations, a longer term approach will allow the railways to engage with
certainty in the long horizon premium tourist markets for travel that have emerged
recently outside of the peak season.

10.1.15

In terms of the subsidy which is likely to be required, a longer term plan will allow
forward planning and effective budgeting to take place. The subsidy line should include
a target for reduction in the overall level of subsidy to ensure efficiencies are sought and
strategies to maximise revenue are in place. A more proactive rather than reactive
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approach to maintenance may allow a reduction in the scale of the engineering
functions in due course particularly in the Permanent Way department.
10.1.16

This arrangement would allow proactive engagement with the Island’s health and safety
at work inspectorate who we see having a role in agreeing the safety related metrics of
the 5 year plan.
Weaknesses

10.1.17

A current weakness that the proposed change would address is the need for a post
carrying the statutory liability for safety matters.

10.1.18

The ability to change approach or scope of the railways during a five year strategy
period would be limited unless, for example, health and safety concerns, intervened or
Tynwald sought a fundamental change in direction for the railways.
Opportunities

10.1.19

The recommended strategy and operational matrix coupled with an indicative planned
approach to funding would allow longer-term contracts with cruise and tour operators
to be entered into with certainty. This would provide stable income and should result in
greater income as rolling stock investment and civil engineering programmes complete –
this will be essential to secure additional income from the enhanced cruise ship market
using the proposed new cruise ship terminal.

10.1.20

The longer term programming of capital investment could reduce the resources needed
to procure capital works by establishing a longer-term programme of works delivered by
approved contactors with established business cases. This is endorsed by the current
use of track renewal and track materials frameworks. The IMR boiler provision has a
contract in place for 5 years to supply up to five boilers but as described elsewhere in
the report the funding for these is subject to annual allocation between competing
priorities. We would recommend that ‘specialist vehicle maintenance’ support is also
subject to a long-term framework, ultimately helping to reduce costs in the long run.

10.1.21

The development of ‘invest to save’ type projects (e.g. the sale of the innovative and low
cost level crossing protection system would be enhanced by a longer term strategy
framework that would give time for the market to be established and sales to take
place. At this stage we have allocated no specific revenue gain to this element of
activity due to the issues of third party involvement and patents which would need to
examined in more detail before a bid for ‘invest to save’ funding was made.
Threats

10.1.22

There are a series of external threats to this longer-term strategy approach, most
notably a resetting of the VAT settlement with the UK government, which could affect
the Island’s finances beyond the local issue of railway management.

10.1.23

The major threat to a longer term strategy approach is political change during its
lifetime. By aligning the funding and delivery plan cycle to the Tynwald cycle this risk
could be reduced.
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11.

IMPLEMENTATION PROPOSAL

11.1.1

The implementation proposal that has been developed to sets out a timeline of activities
and events rather than a detailed programme of change management. In our
recommendations we detail changes proposed in the areas recorded below.

11.1.2

We are of the view that a five year strategy is an essential bridge between the current
immediate, often reactive, planning of railway investment and operations and the wider
very long-term perspective given by the National Infrastructure Strategy. This generally
reactive approach to investment and operational planning whilst necessary in the
conditions prevailing 3-5 years ago is not a sound basis for the continued operation of
the railways.
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Table 50. Strategy Implementation

2018
Q3

2019

Q4

Q1

Q2

2020

Q3

Q4

x

x

Q1

Q2

2021

Q3

Q4

Q1

Q2

Q3

2022
Q4

Q1

Q2

Q3

Strategy
Agreement to 5
year strategy

x

Develop 5 year
strategy

x

Develop
supporting
business case(s)

x

x

x

Commence 5
year strategy
period

x

Staff Restructure
Planning

x

Implementation
Revenue Maximisation
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2023
Q4

Q1

Q2

Q3

Q4

2018

2019

2020

2021

2022

2023

Reset fares to
achieve yield

x

x

x

x

x

Retail income
reassessed

x

x

x

x

x

x

x

x

x

Rental reviews

x

Track Renewal Programme
IMR

x

x

x

x

x

MER

x

x

x

x

x

SMR

x

x

x

x

x

x

x

Douglas Prom
Connection
(TBC)

x

x

x

x

x

Other Civil Engineering Works
Nunnery bridge

x

x

Derby Castle
Shed

x

x

x

x

DBHT shed

x

x

x

x

x

x

x

x

x

x
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x

2018
SMR shed

x

2019
x

x

x

2020
x

x

x

2021

2022

2023

x

Rolling Stock Overhaul
Set up
programmes

x

x

IMR boiler
renewals

x

x

x

x

x

x

x

x

x

x

IMR Carriage
renewal

x

x

x

x

x

x

x

x

x

x

x

x

x

x

x

x

x

x

MER / SMR
tram
refurbishments
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12.

RECOMMENDATIONS
The recommendations for the SAVE programme are as follows:
Summary
Recommendation – That the overall positive effect of the Heritage Railways on the
Island’s economy is noted. The net value of the Railways to the Island’s economy is
greater than the level of subvention (subsidy) deployed, with between £4.5m and
£22m of tourism revenue spend being linked to the railway, whilst around £4m of the
operating costs of the railway are paid back into the Isle of Man economy.
Strategy and Funding
Recommendation – That a five year medium term Heritage Railway strategy should be
developed and adopted.
Recommendation – That the five year strategy is accompanied by an indicative funding
assessment covering both capital and revenue funding with business cases ready
developed for the lifecycle of the plan
Recommendation – That the five year strategy should be supported by parallel length
contract for civil engineering support and a framework for specialist rolling stock
engineering support
Recommendation – That no financial case is currently apparent for the separation of
bus and rail activities into two organisations.
The five year strategy should include a reduction in civil engineering establishment and a
refocus onto rolling stock investment. The reduction in the civil engineering will be
achievable after the completion of capital investment works that will reduce ongoing
maintenance costs.
The five year strategy should include the preparation of column 2 and 3 business cases
for all key items. Undertaking this exercise as a single activity will bring economies of
scale in terms of staff resources.
The focus of the five year strategy should be to move investment from the civil
engineering elements of the railway when the current backlog of works is completed
towards the delivery of additional rolling stock for service and a continued asset
condition based level of civil engineering investment. The rolling stock programme
needs to deliver additional vehicles on all railways to allow for the additional traffic to
be created by the now committed Ferry Terminal enhancements to be catered for.
In line with the 5 year strategy it is recommended that all major contracts, most notably
those for civil engineering contracting should be let for a similar term to mirror the 5
year plan when activated. We also recommend that specialist activities in rolling stock
rolling stock refurbishment (those not currently undertaken in house) are subject to a
similar regime. This long term approach will reduce the level of officer input needed in
terms of the procurement and delivery of capital schemes.
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Staffing and Operations
Recommendation - To note the current relative efficiency of the Heritage Railways and
the limited opportunities for savings
Recommendation – That a single post should have individual overall responsibility for
railway safety. In a stand-alone railway organisation this would be the railway chief
engineer,
Recommendation - That the scale of the railway engineering function be reviews in the
completion of capital track renewals works in view of the need for revised and
reduced levels of ongoing maintenance of the permanent way.
Recommendation - That railway engineering become focused on rolling stock renewals
in the medium term
Recommendation – That the current system continues in operation with the exception
noted below
Recommendation – That the MER is extended over the Horse Tram route at the
earliest opportunity and that ticket purchasing and retail facilities are provided to
support this. In addition we recommend Horse Tram operation is focused on the
Ferry Terminal to War Memorial section of route
In essence we see no case based on costs and lost traffic grounds for changes to
geographic coverage of the Railways. The current asset investment programme indicates
a period of stability in terms of asset state; the investment would be in effect written
off should closures occur whilst debt charges (albeit it centrally funded) would still need
to be met.
There are however, localised changes that would reduce operating costs. We note a
number of unfilled posts in the railway engineering establishment. These posts should
either be filled or removed from the staffing establishment. Considerations should also
be given to the automation of the remaining manual level crossing at Ballastrang.
We also recommend that a detailed review be undertaken of the MER between to Laxey
and Ramsey firstly to understand the level of demand better and secondly to identify it
the level fo service could be better tailored to meet that demand.
In particular, the structure of the engineering elements of the Railways should be
simplified to remove layers of management when the 5 year strategy and supporting
business cases are in place and after capital civil engineering works are delivered. We
estimate that in due course this could save up to 2 x FTE due to the changing focus and
completion of the ‘catch up’ civil engineering works. In the section below we assume
that these costs are saved after the completion of the first five year strategy to allow
time for the completion of the track renewal work on both the IMR and MER. We note
concern over career progression and levels of supervision but given the changing focus
from major capital projects to routine works and established contractor support we
consider that the greater need will be for rolling stock engineers.
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At current salaries this could save between
at current values. One off
redundancy costs could range between
We have assumed that these
changes would be progressed from 2023 when the IMR track renewals are complete
along with the majority of the MER track renewals.
We have also assumed that the Ballastrang Level Crossing can be automated and that
this will reduce costs by around
per annum. As this is a seasonal post there would
be redundancy costs associated with the position.
Finally we estimate that the operation of the MER to War Memorial with a consequent
50% reduction in the level of operations of the DBHT will generate operating costs
savings or around £34,000 per annum.
Immediate savings in railway operational costs can be made by this limited
restructuring. An initial estimate of these costs is as follows:Table 51.

Direct Cost Savings

2023

2024 ONWARDS

Redundancy costs (P’Way Staff)

-£65,000

-£0

Cost savings (P’Way Costs)

-£116,000

-£116,000

Ballastrang LC

-£14,211

-£14,211

MER to War memorial

-£34,105

-£34,105

Total savings

-£99,316

-£164,316

In the medium terms the focus should move from major civil engineering investment
towards rolling stock investment and continued routine civil engineering investment;
this will require a refocus of the engineering effort on the railways and may allow
further limited reductions in manpower given the specialist skills required but not on a
full time basis.
Revenue Income
Recommendation - That revenue income is maximised through a range of measures
Recommendation – That the quality of data on trip making is improved especially on
the MER to better understand the relative impact of the three parts of the MER
network
Whilst preparing this report we have relied heavily on Ticketer data to understand the
level of demand for services. This provide a goof data source on ticket issuing locations
and on the number of boarding of services, however it provides little information on
destinations. In a ticketing framework increasingly driven by multi use Smartcard tickets
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it is increasingly difficult to understand the pattern of trip making on the more complex
parts of the network notably the MER and SMR. This is an important issue as there is a
need to provide high quality management information to support decision making.
The current fare point is below that of comparable railways in the mainland UK
therefore we recommend that provided service quality and quantum can be maintained
that the fare level for end to end return journeys on the IMR and MER should rise from
£12.40 to £15.00, this would bring the railways closer to the fares charged by other
heritage railways whilst also providing some allowance for the increased costs of
accessing the Isle of Man which do not impact on other railways. As this represents a
20% increase in fares we recommend that the fare increase is phased over the next 5
years at a rate of 4% per annum. At this point we do not recommend any further
increase beyond this.
However as was identified in earlier chapters the yield per passenger is eroded by the
use of Smartcard and multi-use tickets, and therefore changes to point to point fares will
only have a limited impact. With this mind it will also be necessary to identify
equivalent fare changes for other ticket types.
We also acknowledge that it may be possible to further increase demand from some
sectors of the market such as tour operators and we suggest that railway management
should continue to set fares for these markets on a case by case basis.
We concur with the view that proactive marketing of the Railways to maximise special
event yields is necessary and should be intensified. Given that each of the IMR and MER
represent a full day of activity the fares charged are comparable with those for half day
activities on the Island such as Castle Rushen which charges £8.00 and Peel Castle which
charges £6.00. In addition the fare paid by many passengers using Smartcards is lower
than the point to point return fares.
Given the unique nature of the railways traditional fare based elasticities are of limited
application to the Heritage Railways as they provide little if any local transport function.
Table 52.

Projected Income with average 4% fares increase over five years

PAX

2019

2020

2021

2022

2023

IMR

147,892

£627,513

£652,614

£678,718

£705,867

£734,102

SMR

63,175

£556,960

£579,238

£602,407

£626,504

£651,564

MER

227,826

£258,332

£268,665

£279,412

£290,588

£302,212

DBHT

73,629

£132,079

£137,362

£142,857

£148,571

£154,514

TOTAL

512,522

£1,574,883

£1,637,879

£1,703,394

£1,771,530

£1,842,391
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The new cruise terminal will allow expansion of premium services provided rolling stock
is available; this should a key target of the five year strategy. The lowest forecast
estimate of cruise passenger growth is 6x current numbers (circa 7,000 pax / annum )
over a 20 year horizon8 or 30,000 pax / annum after ten years of a new cruise berth
being in operation. Applying the current ‘capture rate’ for the railways this equates to a
future possible market of 4,000-5,000 additional passengers per annum (based on the
24 ships that linked to the railway in 2017). Based on the average yield per passenger
this equates to at least £60k in additional revenue.
Less major sources of income should be developed most notably sales of souvenirs on
the MER – the proposed new facilities at Derby Castle and / or the War Memorial will
support this aim. We recommend that a target profit on souvenir sales of £15k is a
pragmatic 2019 target. When the extension of the MER opens, if suitable retail provision
is included we believe that the target should be reset to at least £22.5k (i.e. a 50%
increase on the proposed 2019 level of profit).
The property rental income should be reviewed to identify opportunities for increases
and profit / turnover sharing where appropriate. We consider that a modest increase
from the current level of £84k is possible. An immediate year 1 target would be for this
rental income to reach £90k in 2019 and rise with local inflation levels thereafter.
We see the future income streams as follows:
Table 53.

Railway ops
income

Projected Future Railway Income – all sources

2019

2020

2021

2022

2023

£1,574,883

£1,637,879

£1,703,394

£1,771,530

£1,842,391

£60,000

£61,200

Ad. Cruise
Traffic
(min)
Rentals

£80,000

£81,600

£83,232

£84,897

£86,595

Souvenirs
(net)

£15,000

£15,300

£15,606

£22,500

£22,950

£1,669,883

£1,734,779

£1,802,232

£1,938,927

£2,013,136

Total

The table below presents a summary of the level of income, expenditure and subsidy
for the period to 2023. Within this table it has been assumed as above that fares rise at
a rate 4% above inflation whilst operating costs have been assumed to remain constant
save for the reduction in costs identified for 2023 onwards.

8

IoM Harbour Strategy 2016
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Table 54.

Projected Revenue and Expenditure

2019

2020

2021

2022

2023

£1,669,883

£1,734,779

£1,802,232

£1,938,927

£2,013,136

Operating
Expenditure

£5,133,258

£5,133,258

£5,133,258

£5,133,258

£5,033,942

Capital
Expenditure

£6,562,000

£1,844,000

£1,830,000

£1,665,00

Subvention

£3,463,375

£3,398,479

£3,331,026

£3,194,331

Total Revenue
(inc Property

2024
£2,013,136

£4,968,942

Not yet allocated
£3,020,806

£2,955,806

It can be seen from the table above that with an increase in revenue derived through a
new fares structure it is possible to deliver a reduction in the level of subvention
required to operate the service, with the figure falling below £3m by the end of the
period. The operating costs used reflect the forecast costs for 2018 and assumes that all
vacancies in the engineering establishment are filled.

12.1

Summary

12.1.1

In developing the option presented here we have identified that there are few costs that
can be saved from the existing organisation whilst maintain the existing level of service.
Instead costs can only be saved in sustainable manner as an output from capital
investment, we have identified a number of areas where this may be possible.

12.1.2

Therefore in the medium term (5 to 10 years) it may well be possible to reduce the
operating costs as permanent way becomes less intensive to maintain, through the
extension of the MER and through the automation of the remaining manual level
crossing. If a coordinated programme of rolling stock overhauls were embarked upon it
may in the medium term be possible to reduce the or reorganise rolling stock staff.

12.1.3

However we do feel that there is a need to increase the level of revenue generated by
the railways, especially as there has been no fare increase for five years. Whilst we
acknowledge that the cost of accessing the Isle of Man itself acts as a barrier to
increasing fares significantly we feel that there is the opportunity to increase fares to a
level which begin to match peers in the UK. Such an approach may allow a reduction in
subvention of around £0.5m by the end of the current five year period.

Isle of Man
Review of Isle of Man Heritage Railways

Isle of Man Railways SAVE Review

Report

30/05/2018

Page 90/105

APPENDIX A – STRATEGIC CHOICES
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Proposal Summary

Option Description

Closure of one line

Closure of one line

System reductions

Identify elements of
network to close

Full Privatisation

Transfer of asset,
operations
and
rd
revenue issues to 3
party

Enabler
(Preliminary
indication)
Tynwald
Approval:
“resolution
for
discontinuance”
and
resolution
for
abandonment”
6
months
post
discontinuance
Transport Act 1982
Schedule 3.
Note SMR not subject to
this provision but a
Tynwald
resolution
likely to be needed
Primary legislation

Primary legislation

Endowment – access
to undertakers plant
under the railway –
retention
of
the
railway – covernents
for costs

Strengths

Weaknesses

Opportunities

Threats

Long term certainty

Continued incurred costs
Redundancy
/
redeployment
outcome
uncertainty
Inability to restart system
if assets removed /
dispersed– land reverts to
owners
Weakness of drainage /
costs

Saving on operations
Saving on some capital
costs but not all

Reputational damage
Damage to tourist offer lead time

Could reduce capex
and
opex
whilst
retaining revenue and
user experience

Transfer of all risks to
rd
3 party
Removal of some
liabilities
(e.g.
pensions) from public
sector

Is the system big enough
for
a
reduction
of
sufficient size to generate
adequate savings ?
Redundancy
/
redeployment
outcome
uncertainty
Willingness to consider
private ops –
Possible subsidy increase
rd
to cover 3 party profits
Need for staff transfers etc
in a timely manner
Payment less than now.
Save money is the driver !

Time
and
political
challenge of obtaining
legislative approval
Cost of drainage

Retention of revenue and
continued level user
experience
could
be
uncertain
Revenue retention not
certain
Potential
off-Island
experience and resource
pool
De-risking of government
involvement
Potential
for
market
testing
of
internal
organisation

Degree to which risk
transfer
could
be
achieved.
Subsidy still likely to be
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Reputational damage,
Possibly seen as a
precursor to change in
government approach to
service provision.
TT races !

Privatisation of individual
lines

Transfer of asset,
operations
and
rd
revenue issues to 3
party for specific
sections

Primary legislation

Transfer of all risks to
rd
3
party for that
element
of
the
network transferred
Removal of some
liabilities
(e.g.
pensions) from public
sector

Asset Privatisation

Transfer of asset to 3
party

rd

Primary legislation

Could provide longterm
investment
certainty
rd
Transfer of risk to 3
party.
Removal of some
liabilities
(e.g.
pensions) from public
sector

Rolling stock
Track possessions –
call – could deal with
this but….
IoW
Take into account –
current programme

necessary
Difficulty of calculating a
‘public sector comparator’
due to age and type of
asset
Possible subsidy increase
rd
to cover 3 party profits
Need for staff transfers
etc. in a timely manner
Degree to which risk
transfer could be achieved
Subsidy still likely to be
necessary
May concentrate financial
losses and issues into
retained network
Difficulty of calculating a
‘public sector comparator’
due to age and type of
asset
Loss of marketing offer –
inability to sell an holistic
experience
Lack current certainty over
asset status
Current
investment
programme may stall
Residual liabilities may still
occur
Difficulty of calculating a
‘public sector comparator’
due to age and type of
asset
Ability to define asset for
tender purposes
Need for staff transfers etc

Potential
off-Island
experience and resource
pool
De-risking of government
involvement
Potential
for
market
testing
of
internal
organisation

Reputational
damage,
Possibly seen as a
precursor to change in
government approach to
service provision

Potential
off-Island
experience and resource
pool
De-risking of government
involvement
Potential
for
market
testing
of
internal
organisation

Reputational
damage,
Possibly seen as a
precursor to change in
government approach to
service
provision
Uncertainty over viability
of traction and roiling
stock
only
based
engineering function
Uncertainty over specific
boundaries between asset
ownerships
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Ops Privatisation

Transfer
of
operations
and
rd
revenue issues to 3
party

Primary legislation

Could provide longterm
investment
certainty
rd
Transfer of risk to 3
party.
Removal of some
liabilities
(e.g.
pensions) from public
sector

Operating Concession

Transfer
of
rd
operations 3 party
under
a
service
delivery agreement

Primary legislation

Could provide longterm
investment
certainty
Transfer of some risks
rd
to 3 party but not
revenue risk.
Removal of some
liabilities
(e.g.
pensions) from public
sector.
Potential for a ‘fixed
price for a fixed
output’ approach i.e.
medium
funding
certainty
Could provide longterm
investment
certainty
Transfer of some risks
rd
to 3 party but not
revenue risk.
Removal of some

Rolling track / mobile
strong mobile asset –
can’t replace the
rolling stock

Line operating concessions

Transfer
of
operations for specific
rd
line to 3 party(s)
under
a
service
delivery agreement

Primary legislation

in a timely manner
Wheel / rail interface
issues
Limited current revenue
stream means subsidy still
needed
Challenge of establishing a
baseline position.
Questions of step-in rights
and ‘operator of last
resort’ status
Need for staff transfers etc
in a timely manner
Wheel / rail interface
issues
Would still leave liability
for revenue
Ability
to
provide
incentives for efficiencies
may be limited
Government may still hold
ultimate
liability
for
service quality irrespective
of contractual position
Need for staff transfers etc
in a timely manner
Wheel / rail interface
issues

Would still leave liability
for revenue
Ability
to
provide
incentives for efficiencies
may be limited
Government may still hold
ultimate
liability
for

Potential
off-Island
experience and resource
pool
De-risking of government
involvement
Potential
for
market
testing
of
internal
organisation

Reputational
damage,
Possibly seen as a
precursor to change in
government approach to
service provision
Limited size and seasonal
nature of operation could
make model untenable

Potential
for
revised
relationship
between
operator and government
Potential
off-Island
experience and resource
pool

Reputational
damage,
Possibly seen as a
precursor to change in
government approach to
service provision
Limited size and seasonal
nature of operation could
make model untenable

Potential
for
revised
relationship
between
operator and government
Potential
off-Island
experience and resource
pool

Different standards for
different
parts
the
network
based
on
different arrangements
could uncertainty and
division.
Limited size and seasonal
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liabilities
(e.g.
pensions) from public
sector.
Potential for a ‘fixed
price for a fixed
output’ approach i.e.
medium
funding
certainty

service quality irrespective
of contractual position
Need for staff transfers etc
in a timely manner
Wheel / rail interface
issues

nature of operations may
make
stand-alone
operations impossible to
achieve efficiently

Care and Maintenance only

System
receives
‘running repairs’ only

Tynwald approval

Limits capex and opex
exposure in short
term
Retention of skills in
the medium term

Lack of investment in
degenerating
assets
Redundancy
/
redeployment
outcome
uncertainty

Provide time to change to
an alternative regime

Reputational damage in
medium / long term
Damage to tourist offer in
medium / long term
Safety certification fails in
time (e.g. p’way, boiler
certificates)
with
no
prospect of renewal
Substantial
investment
needed to return system
to ‘full health’

Stop current
programme

investment

Current long term
investment
programme
is
terminated at end of
17/18 FY or when
current projects are
complete

Tynwald approval

Stops medium term
capex exposure

Redundancy
/
redeployment
outcome
uncertainty
No retention of skills
No long-tem certainty
over asset

Provide time to change to
an alternative regime

Reputational damage in
medium / long term
Damage to tourist offer in
medium / long term
Safety certification fails in
time (e.g. pway, boiler
certificates) with
no
prospect
of
renewal
unless
programme
expanded / revised

Lengthen
current
investment programme

Review
current
programme
and
identify schemes that
could be delayed

Tynwald approval

Reduces annual level
of capex
Retains
current
investment
programme

Inflation
may
make
currently costed schemes
unviable

May give an opportunity
for
alternative
arrangements
to
be
developed
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Charitable status

Move
railway
operation
to
be
governed by a charity
as defined in the
Charities Act 1962

Tynwald approval

Revised
funding
system could offer
new funding sources
No
changes
to
staffing arrangements
in the short / medium
term

Ability to attract continued
charitable giving uncertain
Question of how / if
government subsidies /
investment
programme
could be maintained
Government still likely to
be ‘operator of last resort’
in a case of charity failure

Positive change in status
likely to be well received

Ability to gain charitable
status uncertain

‘Mothballing’

Place system into ‘cold
storage’
–
no
operations

Tynwald approval

No opex incurred
Minimal
capex
incurred

No revenue income to offset some liabilities
Lost markets would be
difficult to regain
Redundancy
/
redeployment
outcome
uncertainty

Continued incurred costs
Redundancy
/
redeployment
outcome
uncertainty

Reputational damage
Damage to tourist offer
Uncertainty of reopening
/ service reinstatement
costs
Potential for irreparable
damage assets

System reductions

Identify elements of
network to close

Primary legislation

Could reduce capex
and
opex
whilst
retaining revenue and
user experience

System extensions

Identify
extensions

Primary legislation

Is the system big enough
for
a
reduction
of
sufficient size to generate
adequate savings ?
Redundancy
/
redeployment
outcome
uncertainty
Increased capex and opex

possible

Retention of revenue and
continued level user
experience
could
be
uncertain
Revenue retention not
certain
May reach new markets /
locations e.g. the airport
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Focus on extensions could
be distraction to manging
the current network

Become a Static museum

Provide
museum
building and curating
service for railway
collection

Become a Static museum +
demonstration line(s)

Assign
to
department

another

Move
railway
to
another government
department
e.g.
tourism

Tynwald approval

Retention of historic
assets
Removal of Pway /
structures
maintenance
and
renewals costs
Avoids
operational
H&S issues
Liabilities for certain
non-museum assets
would remain

Set up costs could be high
Loss of unique operations
Issue of locational equity
dependant on museum
location
Loss of heavy engineering
skills

Ability to provide new and
accessible
tourist
experience
Effective
preservation
under
controlled
conditions possible

Not all assets retained so
dispersal of unique assets
could
devalue
this
concept
Level
of
revenue
retention not clear

Tynwald approval

Retention of historic
assets
Removal of majority
p’way / structures
maintenance
and
renewals costs
Avoids high quantum
of operational H&S
issues
Liabilities for certain
non-museum assets
would remain

Set up costs could be high
Loss of unique operations
Issue of locational equity
Loss of some heavy
engineering skills but most
retained
Demonstration Line a
compromise
between
different systems
Operational H&S would
need to be retained in
some form

Ability to provide new and
accessible
tourist
experience
Operations could (re)
expand as funds allow
High level of revenue
retention possible
Effective
preservation
under
controlled
conditions possible

Not all assets retained so
dispersal of unique assets
would
devalue
this
concept
Maintenance
of
the
remaining
operational
p’way and structures
would still remain long
term,
albeit
lesser,
liability

Tynwald approval

Greater focus on
railway’s key market

Potential loss of skills and
knowledge if separated
from current organisation

Combined market may
trigger growth
Move
could
give
opportunity to restructure
rail side staffing

Infrastructure elements
become ‘forgotten’ by
new controlling body
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APPENDIX B – USE OF VOLUNTEERS
The potential to develop opportunities for volunteers to be involved in the Isle of Man
Railways provides a unique experience, whilst helping to maintain the heritage operation. In
return volunteers can offer extra care and attention for the organisation they are working
for, especially in the area of customer experience. In many instances they can help an
organisation enhance their offer in addition to the work paid staff undertake.
People have different motivations for being involved in voluntary work and, primarily, it is to
give something back their community. With heritage railways there has always been an
interest for this reason, as well as those who have a passion and enthusiasm for railways. The
interest in volunteering will differ across different people, depending on age, circumstance
and interest. Younger people may be looking for new experiences or challenges and
opportunities during evenings or at weekends. Older people may be looking for opportunities
during the day that will provide them with structure in their lives or the chance for social
interaction. Many people will wish to have a regular pattern of volunteering, such as a set
day per week. In all cases, people look to gain some sense of satisfaction and enjoyment. This
might be through developing new skills, building confidence, gaining new experiences,
getting a sense of worth or feeling that they are making a difference or giving something
back to society.
On the Isle of Man Railways support is already provided by volunteers through the
Supporters’ Associations who are involved in generating publicity, fundraising and
conservation but not operations and heavy engineering which are the province of a paid
staff. The key support groups currently are:



IOMSRSA who provide voluntary support for the Steam Railway. The IOMSRSA will only
fund projects that do not provide a direct n income benefit to the railway due to the
involvement of charitable status with government funding.
The Heritage Railway Volunteers Group who look after the Port Erin Museum exhibits
(but don’t staff the museum) and provide tour guides for steam railway shed tours, etc.

In addition to these groups other heritage railways on the island use a mixture of volunteers
and paid staff to operate:




The Groudle Glen Railway is a narrow gauge railway operated by entirely by volunteers.
The Great Laxey Mine Railway is also operated by volunteers, but there is a caveat on the
website which states that the railway may not operator on Saturdays in August if there is
a shortage of volunteers.
The Douglas Horse Tram operates along the seafront with a mixture of paid staff and
volunteers, with the volunteers focusing on making the horse tram operation possible
rather than day to day operations. It is operated by the government (formerly Douglas
Corporation) and connects the Ferry Terminal to the Manx Electric Railway.

It is important to understand people’s motivations and abilities to volunteer, in order to best
target them for recruitment to specific roles. Some people in work have flexibility, such that
they could spare a half day to volunteer; others may work for companies that allow them
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some time off to act in a voluntary capacity. Businesses may be willing to allow groups of
staff to go and help a charity for a day or two per year, as part of their corporate social
responsibility objectives.
SWOT analysis of the potential for volunteering








Strengths
The Isle of Man Railways provides a unique
opportunity for people to be involved in the
running of the railway.
The Isle of Man has 290,000 visitors per year.
There are a number of organisations on the Isle
of Man related to volunteering, including the Isle
of Man Council of Voluntary Organisation and
CIRCA Volunteering Agency.





Opportunities
Attract volunteers from other heritage railways.
A small proportion of the visitors to the Island
could be interested in volunteering on the
heritage railways.
Provide an enhanced offer which otherwise
would not be possible without the support of
volunteers.








Weaknesses
As there is full employment on the Island there
is little opportunity to attract those of working
age who may be out of work.
There may be less interest from people wishing
to be volunteers on a nationalised railways as
opposed to a charitable organisation.
There have been some poor experiences of
using volunteers in the past, particularly around
keeping people interested and focussed.
Threats
There are already a large a number of voluntary
opportunities on the Isle of Man which may
make it difficult to recruit.
There are already volunteering opportunities
with other railways on the island.
Implications on the need for a work permit if
volunteers undertake 10+ days of work and the
necessary undertaking of compliance.
There may not be enough volunteers on the
Island, or could encourage others to leave other
roles.
The relationship between staff and volunteers
can develop feelings of ‘them and us’.
It can sometimes be difficult to encourage
volunteers to undertake the tasks that need
doing, rather than the ones they wish to do. A
balance needs to be struck, coupled with good
recruitment, managements and training.

Options for recruiting volunteers on the Island
Option
Look at the potential
to
work
with
volunteers who are
already working with
other railways on the
Island.
Target group: Existing
volunteers on the
island / other heritage
railways

Detail
Other railways on
the Island use
volunteers,
however they are
often only utilised
at certain times of
the year. There
could
be
an
opportunity to pool
some resources or
identify when there
are people who are
available, but there
are no spaces
available on the
roster.

Cost
Marginal cost
of
office
time.

Likely impact
This could result in
saving
by
identifying
volunteers
to
undertake
set
tasks
when
volunteers are not
required on other
railways.

Other examples
Voluntary
organisations
often
work together to share
resources, whether it
be people, vehicles or
office systems.

Feasibility
Limited
experience
suggests that
volunteer
labour
for
operational
delivery
would
be
challenging
for reasons of
necessary
commitment,
H&S
and
‘demarcation’
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Liaise with the Isle of
Man
Council
of
Voluntary
Organisations
Target group:

Marginal cost
of office time.

Closer working with
other organisations,
as well as creating a
signpost for people
to
consider
volunteering on the
Railways.

Volunteer Bureaux are
common place and
allow organisations to
advertise roles. On the
Isle of Man CIRCA
Volunteering Agency
are
focused
on
identifying roles which
best suit people who
are
looking
for
opportunities.

Options for recruiting volunteers from off the Island
Option
Encourage
employers to
send teams of
people to
undertake
tasks on the
railway.

Detail
Through Corporate and
Social Responsibility
programmes many major
employers offer their
employees the opportunity
to undertake a day of
voluntary work.

Cost
Likely impact
Other examples
The investment in time
Expected to be
None
to provide Health &
limited; most
Safety briefings and
employers only
oversight to work in the
release staff for
railways environment.
one day per year.
This would depend on
the tasks being carried
out.
Target group:
It would be envisaged
employers
that no support with
travel and/or
accommodation would
be provided to corporate
volunteer groups.
Seek to attract
Heritage railways
Accommodation and
Volunteers with
Examples of exist
volunteer
throughout the UK have
travel may need
experience of
of volunteers
groups from pools of volunteers, but the
subsidising.
working on
visiting other
other heritage majority are only utilised at
heritage railways railways to help,
railways.
certain times of the year,
The investment in time would require less
both in
for example the North
to provide Health &
oversight and
commercial and
Target group:
Norfolk Railway have a
Safety briefings and
training than those
maintenance
other heritage team of volunteers in the
oversight to work in the with no experience
roles.
railways
winter who undertake
railways environment. or undertaking CSR
more heavy maintenance
work.
on the track, but are often
deployed to other tasks
during the operating
season. These teams could
be encouraged to visit the
Isle of Man to undertake a
week of work, with the
attraction being that they
can work on another
railways which is different
to their own.

Feasibility
Limited experience
suggests that
volunteer labour
for operational
delivery would be
challenging for
reasons of
necessary
commitment, H&S
and ‘demarcation’
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Attract holiday
makers to
volunteer on
the railways.

One option for recruiting
volunteers is to develop a
marketing campaign to
encourage people to find
out more. This may be
through a ‘volunteer open
day’ or publicity (e.g.
posters and Tourist
Information).

Staff time would be
required to manage the
campaign, liaise with
volunteers, arrange
training and manage the
induction process.

Provide low
For people not based on
cost
the Island volunteering
accommodatio
could be an expensive
n to attract
hobby. We know from
volunteers.
other railways that
Target group: accommodation is provide
new volunteers at a minimal cost as a way
/ volunteers on
of attracting volunteers
other railways from further afield who’s
primary purpose for the
visit is undertake tasks on
the railway.

The cost could vary
considerably depending
on the level of
accommodation
provided. Options could
include:
- An old Mk2/3 sleeper
carriage, of which many
will soon become
available from
Caledonian Sleeper.
Consideration would
need to be given to the
location of the
accommodation and
transporting it to the
Island.
- A purpose built unit
with would provide
additional facilitates to
the accommodation, for
example accessible
toilets or a staff mess
room.
- Convert an existing
building into a dormitory.
- Purchase a prefabricated unit.

Target group:
visitors

Provide a
To encourage people to
The cost will include the
subsidy on
visit the island and
level of subsidy per trip,
travel for those volunteer the Isle of Man
but will need to be
who have
Government could provide considered against the
agreed to
a travel subsidy. This could number of days a person
volunteer.
include a voucher towards
is volunteering for. A
the cost of a ferry ticket or different approach could
Target:
flight.
be taken between
potential and
individuals and groups.
existing
volunteers
from other
9

There may be a
Other heritage
lengthy lead-in
railways use
time for people
visitors to the
actively becoming
local area as
involved in the
volunteers. From
railway, depending
the examples
on the frequency of
studied other
their visits. The
heritage railways
average stay on the do not actively
Isle of Man during
target visitors,
9
2016 was 5 days .
but relying on
people being
interested or
word of mouth.
Providing
On the North
accommodation
Yorkshire Moors
would significantly
Railway
reduce the cost of accommodation
people visiting the
is provided at
10
Island to volunteer. Grosmont . This
This is likely to be is considered to
one of the main be poor quality at
barriers and any present, however
provision to reduce there are plans to
the cost will help to
create a new
encourage interest.
block which
As well as being
houses
used for individuals workshops on the
it could also be
ground floor,
used for any groups
with
from other railways accommodation
or CSR groups.
above. The main
aim is to attract
more volunteers
from a more
diverse
background.
The North
Norfolk Railway
have a sleeper
carriage which
can be booked by
volunteers for a
nominal amount.
This would
None. Subsidy is
encourage
generally
volunteers to visit
provided for
the Island who may volunteers who
not have
require
considered visiting equipment, or for
the Isle of Man or
discount
undertaking some
refreshments
voluntary work.
whilst on duty.
Volunteering on
the Railways offers
a unique

Isle of Man Government (2017) ‘Isle of Man Passenger Survey Report 2016’.
https://www.nymr.co.uk/volunteer-facilities-and-accommodation

10
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railways.

opportunity and
this is something
which should be
marketed.
Hold volunteer A volunteer working day Depending on the theme This option could
The Bala Lake
working day
may could encourage
and scale of the event it be more effective
Railway hold
people from other
will require a level of
by targeting
working days
Target: existing voluntary organisation to
organisation before and preserved railways
which have
volunteers
come and help on a set
supervision on the day. in the North West
attracted
from other
day. It may also encourage
of England (such as volunteers from
railways.
people who volunteers on
the East Lancashire other railways.
other railways (both on and
Railway). In 2016 This has included
off-island) to attend.
27% of all visitors
replacing
12
to the Island were
sleepers .
from the North
11
West .

Case Studies (publicly available information)
Isle of Wight Railway
There are approximately 500 volunteers on the Isle of Wight Steam Railway with many of
them travelling from the mainland. Travel to the Isle of Wight is relatively short with the
fastest journeys from Southsea taking only 8 minutes. It does, however, mean that
volunteers sign up for the roster infrequently, however this does not usually cause a
problem. The railways is very flexible with volunteers in terms of the amount of days and
frequency at which they are rostered. Not all roles require volunteers for the railway to
operate on a daily basis.
Most volunteers approach the railway themselves and complete a Volunteer Application
Form, or send a speculative email. Volunteering is often initiative following discussions with
railway staff / volunteers, when the prospective volunteers are visiting the railway (often
whilst on holiday on the Isle of Wight).
Facilities are provided at one of the stations where a limited amount of accommodation is
provided free of charge. There are purpose built bedrooms and a common mess room with
kitchen facilities.

North Norfolk Railway

Like the Isle of Wight Railway, the North Norfolk Railway do not specifically target visitors to
the area to become volunteers. Many people do travel considerable distances to act as a
volunteer in the various positions available, despite the area not being particularly well
connected to other parts of the country. The headquarters for the railway is Sheringham on
the North Norfolk coasts adjacent to the mainline railways to Norwich.

11
12

Isle of Man Government (2017) ‘Isle of Man Passenger Survey Report 2016’.
http://bala-lake-railway.co.uk/news/2017.html
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A sleeping car is available for volunteers to use for £6 per night which can be pre-booked in
advance. The bookings for the sleeping car are managed online.

North Yorkshire Moors Railway

The North Yorkshire Moors Railways is aware that they need to focus on attracting new
volunteers to sustain the railway. At present there is a shortage of volunteers, with most of
their existing recruits being male, however the NYMR recognise the requirement to remove
the barriers to volunteering for new generations.
As part of an initiative to improve the environment for volunteers a project is underway to
improve the facilities at Grosmont because, at present, the accommodation is not considered
to be at a standard which will attract new members. The budget for the development is
£450,000 (half of which will come from the Heritage Lottery Fund) and will include a staff and
volunteer mess area (including dirty and clear areas, a locker room, reception, kitchen, dining
room, accessible facilities and equipment store) and upstairs accommodation in a cabin style.
There may be a case for including a family room. An accessible room will be available
downstairs.
Next steps:
-

(Re)-engage with Isle of Man Council of Voluntary Organisations to understand the likely
interest in volunteering on the Island.
Undertake research with a number of preserved railways to gauge the likely interest from
other railways in encouraging their volunteers to visit the Island.
Consider the creation of accommodation to attract people to the Island to volunteer.
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SYSTRA provides advice on transport, to central, regional and local government, agencies,
developers, operators and financiers.
A diverse group of results-oriented people, we are part of a strong team of professionals
worldwide. Through client business planning, customer research and strategy development
we create solutions that work for real people in the real world.
For more information visit www.systra.co.uk
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1.1

Introduction

1.1.1

We were tasked by the Isle of Man Government to look at the set-up,
performance, governance, administration and organisation of Bus Vannin and,
in part, the Transport Services Division of the Department of Infrastructure
and look at the options for restructuring Bus Vannin and the different methods
of delivering its bus services.

1.1.2

Isle of Man Government specified the scope of the study to include all Bus
Vannin operations and associated minibus services covered by Bus Vannin’s
(although more correctly the Department for Infrastructure’s) Operator’s
licences. All vehicle maintenance works undertaken at Banks Circus are
included. These include: Bus Vannin Timetabled services;
 Bus Vannin School Buses;
 Bus Vannin Private Hires;
 Bus Vannin School Swimming and Music Service Buses;
 Minibus Services for other Government Departments, including the

Department of Health & Social Care (DHSC) and Department for Education,
Skills and Culture (DESC);
 Front line Ambulance maintenance (Contract) and
 Other minibus services operated by Bus Vannin staff or schools using staff

with licences and permits issued by Bus Vannin and vehicles maintained by
Bus Vannin.
1.1.3

The Isle of Man Government’s SAVE (Securing Added Value and Efficiency)
programme is wide reaching and came into being as part of the five year
budget strategy to address the structural deficit and reduce revenue costs.
The Government holds significant reserves but these are not infinite.

1.1.4

The SAVE initiative has invited ideas from government departments, staff and
the public for areas to look at making the government’s functions more
efficient and reduce the cost of delivering public services. Outsourcing or
privatising government activities is only one of a series of options and is not a
preconceived outcome.

1.1.5

Separately the DOI offered Bus Vannin to The Treasury as an activity which
might provide cost savings in excess of £1m in response to a request by the
Treasury Minister.

1.1.6

The size of the island and the close relationships between government
departments leads to a significant advantage over the UK situation. The
various government departments and other bodies cover the same
geographical area – the Isle of Man – and it is far easier to see where
economies in one section of government would have a serious negative impact
on costs in another. Thus it is far easier to assess the overall financial cost or
social dividend.

1.1.7

The ‘SAVE’ programme requires actual reductions in revenue operating costs
across the departments. Since whatever ‘saving’ might be achieved at Bus
Vannin could well be more than offset by increased calls for non-emergency
patient transport, provision of additional school transport because there is no
bus to school; benefits payments to those who lose jobs because there is no
bus; increased costs to GP practices as more home visits are needed etc., etc.
On the island these knock-on effects can be measured against the original
‘saving’ to Bus Vannin to assess whether the SAVE objectives have been met.

1.1.8

The focus of this work is structure and governance and it is not a network
review or critique of the way the business is run. A key aspect is Bus Vannin’s
relationships and interdependencies with other agencies and to look at:
 How easy or difficult it is to break these ties so that Bus Vannin can function

as a stand-alone unit or indeed
 If the Isle of Man Government really should break these relationships.

1.2

Bus Vannin

1.2.1

Bus Vannin is not a separate entity, but a division of the Department of
Infrastructure. Its licences are all held by DoI. The services provided by Bus
Vannin are comprehensive both in terms of geographical coverage and of
coverage by time of day.

1.2.2

Services are planned by Bus Vannin and there is a ‘rule of thumb’ measure of
the appropriate level of service in relation to demand as in Table 1.

Table 1: Bus Vannin Service Provision by Demand
Passengers per Hour

<6
6

Limited Journeys
Two hourly

12

Hourly

30

Half hourly

30+
1.2.3

Frequency Provided

Higher frequency

Revenue has steadily grown in recent years as illustrated in Figure A. This has
resulted in a fares freeze since April 2013 thus the extra revenue must be

derived from extra passengers. Bus revenue from all sources other than
subvention has increased by 52% since 2009/10. There is a broadly thirty per
cent summer ‘uplift’ in weekly revenue.

Figure A: Change in Annual Revenue at Bus Vannin

1.2.4

The expansion of evening services has been driven by increased use by
younger people and Bus Vannin considers most of the growth in evening
services to have been self-supporting.

1.2.5

The Minister and Chief Executive Officer are also involved in the approval of
service standards, ticket prices and timetables. Significant changes to services
are subject to scrutiny and approval by the Road Transport Licensing
Committee (RTLC) which can reject applications. The RTLC has a remit to
assess maintenance of service levels, temporal or geographical coverage.

1.2.6

The TT and other events have a significant impact on the network BUT despite
the interruption to normal service there is a huge spike in demand and
revenue during the TT fortnight.

1.2.7

There is no statutory requirement to provide any school transport on the
island whatsoever. There is an expectation laid upon Bus Vannin that it will
provide such transport and adequate capacity (at fares determined by the
Department of Infrastructure) which is assumed to be funded by the
subvention from the Isle of Man Government.

1.2.8

There is a number of school special services which operates in addition to
journeys shown in the public timetable. Bus Vannin states that while 48
different services carry school pupils, there are only eight dedicated school
buses.

1.2.9

Although this arrangement sounds very loose, close cooperation between the
Department of Education, Sport and Culture, the schools and Bus Vannin
seems to make the arrangements work and there are few negative stories in
the press about school buses. Home to school transport is added to by
transport from school to swimming baths, playing fields and music facilities.

1.3

Budgets and ‘The Subvention’

1.3.1

Bus Vannin supplies an annual budget estimate to the Department of
Infrastructure; in turn this is then sent to the Treasury. This is supplemented
by a business case submission for capital expenditure or restructuring of any
kind. Treasury will agree a figure for Transport Services Division which
includes the subvention to Bus Vannin.

1.3.2

The Subvention is calculated as the ‘Total Spending Allowance’ minus the
projected income. There is an assertion that the subvention needed to operate
the Bus Vannin public service routes has reduced. Between 2009/10 and
2015/16 The Subvention reduced by £1.5m (15%).

1.4

Current Status Summary

1.4.1

This section summarises the background to the proposals:
 Employment: Bus Vannin has no shortage of staff and recruitment is not

an issue;
 Transfer of Employees: TUPE provisions do not apply on the island. But

this leaves uncertainty as to what is a ‘reasonable’ change in employment
terms.
 Politics: Local issues can easily unseat an elected member at the next

election and issues with bus services can form just such an issue. The
prospect of a major upheaval of services, employment and timetables at
Bus Vannin with a public perception of a ‘worsening’ of service in any
fashion, be it unreliability or loss of service, increased fares or reduced
services is likely to have significant political repercussions.

 Pay and Conditions: A new consolidated pay rate (where drivers are paid

a flat hourly rate regardless of time or day) was introduced for all driving
staff joining after 1 Jan 2014. From April 2017 this rate (after one year’s
service) was set at £11.73 per hour. Drivers who joined before that date are
paid £13.45 per hour, rising to £19.29 at ‘enhanced rate’ for Saturday,
Sunday and Bank Holiday work and certain overtime categories. 39% of the
92 drivers are on the new rate of pay.
 Bus Vannin has twenty four managers and supervisors. Ten of these

are bus only whilst fourteen share their time to some extent or other
between bus and rail. The Director and his PA are also shared with Shared
Fleet Services.
 Other functions – invoicing, insurance, payroll and buildings maintenance

are provided by other Departments under the Shared Services
arrangements. The Office of Human Resources provides similar support.
Annual value of these services to Bus Vannin is in the range £750k - £800k
plus that of buildings maintenance and cleaning in the region of £400k.
 Licences: New, changed or withdrawn services must be approved by the

Road Transport Licensing Committee which can and does reject
applications.
 School Bus Provision: There is no statutory requirement to provide any

school transport on the island whatsoever. There is a custom and practice
expectation laid upon Bus Vannin that it will provide such transport and
adequate capacity (at fares determined by the Department of
Infrastructure).
 Concessionary fares: for older persons and disabled people and

schoolchildren are set by the Department under the terms of the
Concessionary Travel Scheme Act 2016 and that for schoolchildren by the
Maximum Fare (School Bus Routes) Regulations 2014. The associated cost
of subsidising the passholders is included in the subvention, but
reimbursement is not expressly mentioned in the legislation.


The social benefits of concessionary fares are significant. Their availability
reduces calls on health services, reduces instances of ‘did not attend’
appointments at hospital, reduces loneliness and encourages
independence and physical activity in older people.

 Revenue: has steadily grown in recent years and this has resulted in a

fares freeze since the last increase in April 2013. Bus revenue from all
sources (on-bus and off-bus) other than subvention has increased by 52%
since 2009/10.

 Seasonality: From October through to end of March revenue is broadly flat

at an average of £53k per week, while between June (after TT) and the end
of September the average is £70k per week, so there is a broadly thirty per
cent summer ‘uplift’. TT: Despite the interruption to normal service there is
a huge spike in demand and revenue during the TT fortnight.
 Budgets and ‘The Subvention’: Bus Vannin supplies an annual budget

estimate to the Department of Infrastructure; in turn this is then sent to the
Treasury for approval. This is supplemented by a business case submission
for capital expenditure or restructuring of any kind. The Subvention is
calculated as the ‘Total Spending Allowance’ minus the projected income. In
the latest financial year the sum for Bus Vannin is in the region of £6.1m.


With the knowledge and facts available most of the constituent parts of a
costing system exist, including estimates of time spent by employees of
other Departments on Bus Vannin work, but there are clear deficiencies
including:
 There is no available figure for the cost of concessionary fares;
 There is no figure for the cost of school transport – either the provision

of dedicated vehicles or the support paid for the 30p fare;
 There is a lack of an appropriate equivalent of vehicle depreciation

although the loan charges give an approximation and
 The cost of some of the non-core work carried out for other

Departments is currently lost in the subvention.


But it is worth stressing that these could be remedied without a
significant restructure of Bus Vannin.

 The Fleet: is now one hundred per cent owned by Bus Vannin and has a

much lower than average age. There is no legislation on the island which
requires Bus Vannin to purchase vehicles to the latest Euro emissions
standards but it does so to retain resale value. The fleet has had to be
accessible under Manx Law since 1 January this year.
 The ticket machines, smartcard system and back-office administration

are the responsibility of the DOI in a contract with Ticketer. Significant
Government investment was involved worth over £400k.
 Online ticket sales are part of another contract with Unicard which links in

with the Ticketer system to update validity of cards and provide
management information to the Treasury.

 Engineering facilities at Bank Circus are set up purely for vehicle

maintenance. They do not have the facilities or resources to carry out midlife overhauls on the island, which is a factor in the decision to keep the bus
fleet age low.
 Properties: The principal property is the headquarters, depot and

workshops at Bank Circus in Douglas. Lord Street in Douglas houses
facilities for drivers’ refreshment breaks. There is a small building at Port
Erin and a small depot at Ramsey with fuelling, washing and parking
facilities alongside.
 Relationship with Rail: The most obvious public-facing relationship with

rail is the inter-availability of the range of Go smartcard tickets. And that
60% of Administrative and Commercial staff share their time between bus
and rail
 Minibuses: Within the ‘minibus section’ there are two groups of vehicles,

28 (plus three spare) used by in-house drivers and 37 managed and
maintained for other organisations. The 28 vehicles Bus Vannin runs inhouse are used for a wide variety of ‘services’. Bus Vannin only has
sufficient drivers to man 22 minibuses. Those maintained by Bus Vannin but
operated by other organisations tend to be single use. All the minibuses
undergo maintenance at Bank Circus. This means that they share facilities
with the ‘Big Bus’ fleet and ambulances.
 The 28 vehicles run in-house are used for a wide variety of services

including:


Scheduled school services;



Ad-hoc school private hire;



Transport to day centres;



Hospital transfers;



Transport for adults with learning difficulties;



Transport for the Elderly, Medical and Infirm;



Transport to adult day care centres specialising in particular illnesses;



School transport for children with behavioural difficulties;



Transport for children to education assessment centres.

 Bus Vannin submitted new licence applications to RTLC in June 2017

regarding the operation of minibuses for ‘Hire and Reward’. This formed the
basis of an improved facility based around the renal patient transfer service
and the conversion of some low frequency bus services to Demand
Responsive Transport (DRT). The RTLC is still considering the licence
applications following objections from the Taxi and Private Hire sector.
1.4.2

In summary: The current system works in that the services run, the fleet is
modern, there is a 21st Century ticketing system, ticketing is integrated with
rail, sufficient capacity is provided for schools and there are proposals for
innovative DRT services. There are deficiencies in accountability, in the hiatus
in licensing the DRT operation and in that one person has too many, possibly
conflicting, roles but the deficiencies, other than the DRT problem, do not
hinder delivery of the service to the public.

2Options for Structural Change
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2.1

Six Options

2.1.1

We looked at six options for restructuring Bus Vannin and a summary of their
impacts is in Table 2:
a) ‘Do Nothing’ – essentially to leave the structure of Bus Vannin as it is;
b) The ‘Corporation Transport’ option – where Bus Vannin remains part of DoI
but has new governance arrangements;
c) An ‘Arm’s Length’ Company – owned by Isle of Man Government but
operating as a separate entity;
d) A ‘Simple Sale’ – Selling Bus Vannin in its current form to a third party;
e) Deregulation – on the UK model with any operator allowed to run what it
wanted commercially and DoI funding the rest through open tender;
f) Franchising – where DoI specifies routes, timetables, fares and vehicle
standards with operators bidding to run them.

2.2

‘Do Nothing’

2.2.1

We stress that ‘do nothing’ refers only to keeping Bus Vannin as a ‘delivery
unit’ within the DOI. We have identified difficulties in establishing the true cost
of operating Bus Vannin, not only its own direct costs, but the cost of services
provided by other departments and we still consider action on this desirable.
 All of the possible actions on costs which we outline in Section 3 are

possible here too, but initially, some of those costs need to be identified.
 It is definitely an option to do nothing with the structure of Bus Vannin and

leave things as they are, except to plan for the Director’s retirement.
 We recommend that the role of the Director in commissioning services and

having a general view over Transport Services should be separate from the
role of managing Bus Vannin.
 The issues of accountability, targets and lack of performance indicators

would remain.
 The current situation actually works in that nothing blocks the delivery of

services. As revenue and patronage continue to grow there is nothing wrong
with the current arrangements.

 Issues would arise if the revenue trend reversed, there was a sudden leap

in costs ahead of the rate of revenue growth or there was a political
decision to reduce the subvention significantly.
2.2.2

Without some form of costing system those involved are unable to see where,
for example, the support per passenger is above some (as yet undefined) level
felt to be acceptable either politically or by the budget holders. This would
inevitably be a political decision, although Bus Vannin could highlight the poor
performers or make suggestions for cost saving.

2.3

The ‘Corporation Transport’ Option

2.3.1

Prior to the UK 1985 Transport Act some 38 UK local authorities ran their own
bus companies. Traditionally these had a General Manager who was
responsible for the whole operation and were governed by a Transport
Committee. None of the operations involved was a ‘company’ limited by
guarantee. But they did prepare annual reports and accounts showing their
trading position. The key issue here is that the operations were just part of the
council’s activities and were treated as such.

2.3.2

There is no reason why this model should not work on the Isle of Man. It
would, however, need a series of arrangements to be formalised.
 The relationship with Isle of Man Government would continue much as now

except that there would be better definition of a) what the subvention is
paying for and b) the cost of work carried out for other departments.
 There could be some changes, for example the cost of school buses and the

support for the 30p fare could be channelled through the Department of
Education.
 The main strength of this approach is that it firms up some of the current

arrangements which are quite loose and poorly defined. In this way
activities are more accountable and would then lead to performance figures,
annual accounts and/or reports and a route costing system.
 As a government department the operator would still be subject to a high

degree of political influence, but given the nature of the Isle of Man, we feel
that this is inevitable.
 ‘Non-Core’ activities would carry on as now except that a series of inter-

departmental Service Level Agreements would be drawn up.
 There is no reason why bus and rail should not remain linked and governed

in the same way.

 This could be a settled arrangement in the long term. It is highly

advantageous for all arms of government to know what they are paying to
whom for what.
 The Government could then assess value for money and consider what

would happen if the government decided to reduce the subvention.
 All of the issues surrounding identification of costs under the ‘do nothing’

option apply here, with the addition that the ‘Committee’ is likely to be
pushing for the supply of information.

2.4

Establishing an Arm’s Length Company

2.4.1

It would be possible to turn Bus Vannin into a standalone, government-owned
company. The transport operation ran as an arm’s length company until 1987
and the dormant company still exists. It would have a board with directors
comprising senior company employees, political representatives and nonexecutives.

2.4.2

As the shareholder we would assume the presence of officers from Treasury on
the board or committee and also, naturally, from DOI. Non-executives would
be appointed for their usefulness, for example:
 a former director of an off-island bus operator,
 someone providing financial expertise or
 representation by some other island undertaking or body.

Above all, non-executive directors should fulfil a requirement and not just
simply be appointed just to have a set number of non-executives.
2.4.3

As sole shareholder, the government, through DOI and the Treasury would
play a key role in holding the board to account and setting budgets, targets
and approving major expenditure or other major changes.

2.4.4

We would assume that DOI would wish to retain its role in setting farescales
and would probably hold responsibility for appointing the board and the
company directors.
 We envisage the relationship being similar to that with the Manx Utility

Authority, although here there already is a ‘regulator’ of sorts in the form of
the RTLC. RTLC could have an enhanced role similar to the off-island Traffic
Commissioners in monitoring compliance with timetables.
 The arm’s-length operator would be required to complete annual accounts

and period-based KPIs.

 There would be costs involved in changing the structure and company

name. The staff would have to be transferred, all licences would need to reapplied for, liabilities transferred and all external contracts would need to be
revised and some sort of legal contract drawn up for the use of DOI
equipment and resources, most notably Banks Circus depot.
 The option would exist to decouple ‘Bus Vannin Ltd’ from its use of shared

service functions but this is not a necessity – equivalent services could be
purchased from the departments instead.
 The arm’s length company would require a Managing Director. Managing

Directors carry a level of personal risk due to their responsibilities and we
would expect the MD to have a salary significantly higher than the General
Manager’s salary under the previous option.
 The subvention would need to become a legal agreement between DOI and

the arm’s length company and as such the need to identify precisely what it
was funding would be of increased importance.
 The company should be detached from government and political process to

a large degree, balance its own books and trade as a going concern. The
expected level of profit would be set by its owner.
 The relationship between DOI and the arm’s length company needs to be

much more contractual and ‘official’. The same would apply to other
departments for whom Bus Vannin works.
 In the event that subvention (plus revenue) is insufficient to cover all costs

of operation there would need to be some dialogue between DOI and Bus
Vannin to decide what to remove or change.
 Nothing prevents the continued provision of services for other Departments,

but these activities would need to be detailed in a series of agreements.
 If it was the government’s wish, the new company could in fact encompass

the whole delivery side of Transport Services and not just the bus
operation. It does not necessarily require a divorce of bus and rail activities.
 Establishment of arm’s length companies has been a successful process in

all sorts of fields. The remaining nine municipal operations in the UK have
operated in this way for over thirty years.
 The smaller UK arm’s length bus companies have struggled to find the

finance to buy new vehicles and instead have relied on secondhand mid-life
vehicles (of roughly the age where Bus Vannin disposes of vehicles) and in
some cases even these have been leased. They simply have not produced
sufficient profit to invest.

Taking the next step to becoming an arm’s length company is only worthwhile
if Bus Vannin was then left to be master of its own operations, the network
provided and fares charged. It is our view that with the level of micro-politics
prevalent on the island, with local issues being major factors, it is highly
unlikely that an arm’s length company would be allowed to have the level of
commercial freedom needed.

2.5

‘Simple’ Sale

2.5.1

This section looks at the prospect of a simple sale of Bus Vannin on the open
market, most likely to the highest bidder.
 An aspect to consider is whether the entity would be offered for sale to its

management and/or employees and whether they would be offered
advantageous terms to do so;
 The precise definition of what is being sold might take considerable time

and effort;
 Once the sale has gone through, all relationships with Bus Vannin will be

between the DOI and a private monopoly company.
 There would be significant legal cost during the sale process and in the final

sale. Then there would be legal costs in drawing up contracts between the
government agencies and the new company.
 There may be costs associated with redundancy (up to a maximum of

£3.7m) if it is decided that the employment terms and conditions are not
reasonable alternatives and there is the possibility of disposing of young
vehicles at far less than their value if the purchaser brought in its own fleet.








If the only group to have significantly changed Terms and Conditions is
the 56 bus drivers on the pre 2014 rates then the estimate of redundancy
cost is approximately £1.5m - £2.2m, depending on length of service
If the 36 drivers on the 2014 Terms and Conditions have a significant
change the additional estimated cost of redundancy would be
approximately £200k, depending on the length of service
If the remaining bus management, supervision, engineering and
administrative staff also have a significant change in Terms and
Conditions the estimated cost of their redundancy would be
approximately £1.3m, depending on the length of service
This puts the total estimate for redundancy cost to £3.0 – 3.7m.

 The sale of the company would be expected to raise a significant sum for

the DOI. A very broad brush estimate would initially suggest between £5m
and £6m, but ultimately the price would depend on the extent of the
pension liability falling upon the purchaser (see below) and on the DOI’s
decision that it wishes to retain ownership of the Banks Circus property.
 The pensions issue and redundancy costs could reduce the sale price to a

nominal value.
 The principle of a private company having a monopoly of the supply of

public service to the Isle of Man Government is a significant step away from
the current delivery model and not without risk.
 While the staff retain a final salary pension arrangement it is unlikely that

any operator would wish to be involved. A less generous pension
arrangement is likely to bring about industrial unrest.
 If the DOI specifies the routes to be operated and fares to be charged the

only leeway the operator would have would be to tackle costs, particularly
wages and conditions, reducing the number of supervisory and
management posts or return to DOI for greater subvention. The latter
would be politically rather more difficult than it would be for a state-owned
body.
 If the operation was very successful financially there would be questions

raised about public (Manx) money simply going to ‘line the pockets of
shareholders’.
 The operator might reduce to a very ‘slim’ management team, based off-

island and to carry out many other functions off-island with the
commensurate loss of local knowledge. All of this would lower standards of
service delivery.
 Once sold, there is nothing to prevent onward sales to another purchaser.
 A private owner of the bus company could retain the agreements to

maintain minibus services and the ambulances as commercial arrangements
with guaranteed income.
 We cannot foresee any operator wishing to purchase the Isle of Man

Railway, Manx Electric Railway, Snaefell Railway or the Douglas Bay Horse
Tram.
2.5.2

We cannot see this being a successful way of delivering the service or reducing
operating costs in the short to medium term. The particular circumstances of
the Isle of Man would constrain both owner and commissioner unduly. The DOI
would also need to have arrangements in place to cope with operator failure
so that services continue to operate.

2.6

Deregulation

2.6.1

We adopt the definition of ‘deregulation’ here to mean the UK system whereby
a network of routes is run on a wholly commercial basis without any state
influence, supported by services and journeys at particular times when and
where the commercial operators do not provide a service. There would need to
be a completely new piece of legislation.
 Under a deregulated system Bus Vannin would need to be completely

divorced from the DOI and run as a separate body and DOI would have to
fund any non-commercial services or journeys in order to maintain the
network.
 All the costs involved with setting up an arm’s length company would be

incurred in preparation for deregulation.
 Our feeling is that deregulating buses on the island would cost more than

the current subvention. The chief cause of this would be the loss of crosssubsidy from profitable parts of the network. Without detailed revenue
analysis this is difficult to estimate but could be as much as £1m a year.
 There is also the need for contingency funding to replace other services in

the event that an operator cancelled a service. Thus the ongoing total level
of funding is unknown.
 If as a result of deregulation, Bus Vannin simply folded, the Isle of Man

Government would be liable for redundancy costs up to £3.7m.
 The commercial network would, however, be self-supporting and the funder

of secured services has to decide precisely what it wishes to pay for as an
add-on network.
2.6.2

The fundamental weaknesses of a deregulated system on the Isle of Man are:
a) that in the absence of a route costing system, Bus Vannin would find it
difficult to define its commercial network;
b) that the extent of the commercial network is likely to be limited;
c) Isle of Man Government loses control of fares and fare increases unless it
passed legislation which permitted fares to be subsidised;
d) since the concessionary fare payments are not properly defined and nor is
the rate of reimbursement, the actual income of any service is difficult to
quantify;

e) there are no other bus operators on the island to bid against Bus Vannin
and thus reduce the cost of tendered services. It is possible that Tours Isle
of Man would bid for a small amount of work but could not compete for the
whole network.
f) There is a risk to Bus Vannin that it could reduce in size beyond the level
where it functions properly.
g) If there was a potential multi-operator situation on the island, then
measures would need to be taken to secure the continuation of the ‘Go’
smartcard range.

2.7

Franchising

2.7.1

Under franchising the operators run services where all aspects – routes,
frequency, times and fares – are laid down firmly by the local authority. It is,
in fact, just an operating contract.

2.7.2

The only feasible franchise on the Isle of Man would be a Jersey-style ‘whole
network’ contract with a similar revenue-sharing agreement, incentivising the
operator to grow revenue and allowing a large degree of flexibility within the
contract.
 The Isle of Man Government would need to take a decision whether to

restructure Bus Vannin so that it could bid for the franchise. Then, if it was
unsuccessful, it would simply cease to exist.
 The relationship between Government and franchisee is wholly contractual.

The government needs to have the network design expertise (or buy it in)
and there will be significant procurement costs involved in tying down every
aspect of the contract. The costs of setting up, advertising, evaluating bids
for and awarding a franchise should not be under-estimated.
 Government’s responsibilities would change as any complaint to do with

timetables, service levels, routes or fares would lie firmly in the hands of
the Government, or at the very least the DOI.
 There would need to be a new Act allowing the franchising of the network

and also repeal of the clauses in the 2001 Road Traffic Act which allow the
licensing of other bus services.
 Experience of European franchises and the first one on Jersey shows that

franchisees look for a profit margin of around eight per cent.
 We put an estimate of Isle of Man annual franchise cost at between £6.5

and £7.5 million pounds for the bus network and concessionary travel if the
franchisee keeps the revenue.

 Under a franchise the amount of money dedicated to running the bus

service is locked into a contract for ‘n’ years. In addition the network is
clearly defined but becomes less adaptable.
 Industrial relations become the responsibility of the franchisee and not

linked to the Isle of Man Government.
 A new franchisee could impose new terms and conditions and remove some

of the restrictive working practices from day one. It would equally, however,
lay itself open to an industrial dispute from day one.
 The transition to a franchise is likely to be difficult, particularly if Bus Vannin

is not the successful bidder. There is no guarantee that all staff will transfer
and in all likelihood the new franchisee will wish to employ some existing
staff prior to day one. This would leave a period when Bus Vannin would be
short of staff and inevitably failing to run some services.
 The new franchisee could start operation short of either or both buses and

drivers. The finger of blame will point firmly at the Isle of Man Government
and its ‘new bus system’ and press coverage is unlikely to be positive.
 Franchises can be inflexible.
 Franchises can stifle innovation. There is an innate conflict between tying

down every thread of a contract specification and allowing things to change.
 Bus Vannin seeks to achieve the maximum out of minimum resource and

has efficient linking of services and of main services with school buses. If
these are replanned this efficiency will probably be lost.
 Pensions are likely to be a difficult issue.
 There is no reason why the franchisee should not be required to continue

the non-core activities.
 It is not necessary for the rail operations to be involved but equally there is

no reason why they cannot be franchised either.
2.7.3

Franchises can work successfully but essentially the service delivered is only
as good as the specification and the franchisee. The franchising body can find
itself, as Jersey did first time round, with an inflexible operator sticking to the
letter of the franchise documentation and with no incentive to grow ridership
or revenue. Or it can find a cooperative partner with a flexible approach and
an interest in growing the market. This stark choice, of course, reappears
every time the franchise is relet.

2.7.4

Finally, Bus Vannin provides a virtual franchise now. Timetables are agreed
with DOI and overseen by RTLC; fares are set by the minister; vehicles are
purchased by the government; there is a single brand; a multi-modal

smartcard system and the subvention is set at the beginning of the financial
year. All of these things are key objectives of those promoting bus franchises
in the UK.
.

Table 2: Analysis of the Effects of Different Regimes
Aspect

Change in cost to
Isle of Man
Government from
regime change

‘Do Nothing’

None

Potential Areas for
££ Drivers’ conditions;
Government Cost
admin and supervisory
Saving or Reaction to pay rates, minibus
Decrease in
review; poorly
Subvention
performing services;
schools review;
concessions; fare
increase

‘Corporation’ Option

Arm’s Length Company

Sale to Private Operator

Deregulated System

Franchise

£ Small additional cost to
establish and maintain
committee. Possible extra
posts to separate bus and rail
functions.

££ Small additional cost to
establish and maintain board
and initial set-up cost (transfer
of contracts etc.). Possible
extra posts to separate bus and
rail functions.

£ Significant income from sale.
Offset by ongoing need for
contract arrangement with new
company. Increase in
subvention to cover operator’s
profit margin c8%. Extra posts
to separate bus and rail
functions.

££ Admin cost in arranging
contracts for non-commercial
work; Overall cost increase
likely as cross-subsidy is lost.
Tender prices likely to exceed
current cost. Extra posts to
separate bus and rail functions.
New skills required at Isle of
Man Government in contract
handling.

£££ Significant procurement
and legal costs. Franchisee
likely to build in profit margin
c8%. Variations to contract
likely to be expensive.
Possible extra posts to
separate bus and rail
functions. New skills required
at Isle of Man Government in
contract handling.

££ Drivers’ conditions; admin
and supervisory pay rates,
minibus review; poorly
performing services; schools
review; concessions; fare
increase

££ Drivers’ conditions; admin
and supervisory pay rates,
minibus review; poorly
performing services; schools
review; concessions; fare
increase

Limited – only as a result of
negotiation with the operator
leading to reduced contract
payments; fare increase

£ Main way of decreasing
government spend is by not
letting some contracts; minibus
review; poorly performing
services; schools review;
concessions; fare increase

Franchise likely to be tightly
specified so any significant
change will need contract
renegotiation or be
addressed at the time of
franchise change. Subvention
levels would be fixed for
duration of franchise.

Network and Route
Stability

As now – annual review As now – annual review and
and adaptable
adaptable

As now – annual review and
adaptable

None guaranteed; some
limitations could be placed on
sale terms or by contractual
arrangement

None and likely to be poor –
especially at the outset

Fixed and static, except by
contract change

School service
Provision

As now – annual review As now – annual review and
and adaptable
adaptable

As now – annual review and
adaptable

Likely to be arranged through
contract – needs variation to
change in response to
demographic changes

Likely to be arranged through
contract – needs variation to
change in response to
demographic change

Fixed and static. Separation
of commissioner and
deliverer. Change negotiated
by a series of contract
changes.

Fares

Department agrees
fares

Department agrees fares

Department agrees fares –
Department can only hold fares No influence over commercial
may need extra subvention if
down if subsidy is provided
fares – needs subsidy to keep
not at commercial level – could
to ‘island scale’
be offset by longer-period
agreements on subvention

Set in contract – usually with
an agreed annual change
formula.

Concessions

Current informal
arrangement covered
by subvention

Current informal arrangement
covered by subvention, but
clarity on cost desirable

Current informal arrangement
covered by subvention, but
clarity on cost desirable

Would need to have a formal
Would need to have a formal
Specified in contract – but
‘scheme’ and basis for payment ‘scheme’ and basis for payment contract price will reflect this
of revenue foregone
of revenue foregone

As now

As now

As now initially but likely to
change in the long term

None. Dictated by who wins
contracts or operates
commercial services.

Could be specified in
contract, but not guaranteed.
New franchisee might
assume fundamental change

Failure not possible – it is a
government owned company

The only rescue option would
be to give IoMG the legal ‘stepin’ right to continue using the
company’s assets.

Depends on the number of
operators – it might be possible
to transfer to other operators
or for the IoMG itself to step-in
as operator of last resort

The only rescue option would
be to give IoMG the legal
‘step in’ right to continue
using the franchisee’s assets.

Employment Security As now
for Road Staff

Provision for Failure
of the business

Failure not possible – it Failure not possible – it is a
is a government
government department
department

Aspect

‘Do Nothing’

‘Corporation’ Option

Arm’s Length Company

Sale to Private Operator

Deregulated System

Franchise

Links to Rail
Activities

As now

As now

As now with some formalisation
of ticketing arrangements and
change to management and
supervision

Divorced. Would need
Divorced. To have ‘all island’
Divorced but joint ticketing
formalisation of joint ticket
tickets would require a
could be specified in the
acceptance and a formal way of ‘scheme’ set up on a legal basis contract
dividing revenue
and a formal way of dividing
revenue.

Long term future

As now

As now

As now

Not guaranteed – may sell on
to another owner

Dependent on available funding Dependent on available
funding and subject to hiatus
at every franchise renewal

Non – core activities
(minibuses,
ambulance
maintenance, free
school meal admin)

As now

As now but with possible firmer As now but with firmer
contractual relationship
contractual relationship

Would only continue if there
was a guarantee of income

Not feasible unless a dominant
commercial operator emerges

Could be specified as part of
the franchise

Role of Road
Transport Licensing
Committee

As now

As now

As now

Additional monitoring role to
ensure compliance with licence

Additional monitoring role to
ensure compliance with
licences and to ensure that
secured services do not
compete with commercial
services, also to put conditions
on licences to limit standblocking etc. Could also limit
applications designed as
spoilers – running five minutes
ahead etc.

Would be obliged to accept
all services specified in
franchise. Also requires
monitoring role to ensure
compliance with contract

Government
As now
Influence on Services

As now but potential buffer
through governing committee.

As now but potential buffer by Limited to fares and
the presence of company board concessions. No control over
of directors.
private company’s activity

None on commercial services

Key role in franchise
specification. After that
limited – everything tied
down by contract - until
franchise renewal.

Use of Shared
Services

As now but costed

Potential to take building,
payroll and finance in-house –
offset by reduced cost to
departments

Would cease. Functions taken
in-house might be carried out
off-island. Potential
redundancies.

Depends on the terms of the
franchise. Most franchisees
likely to take functions inhouse and probably offisland. ‘Systems’ difficulty in
handling finance for outside
body.

As now

Would cease. Functions taken
in-house might be carried out
off-island. Potential
redundancies.

3Recommendations and Implementation

3

3.1

Recommendations

3.1.1

Our preferred option is to make very little change to the structure of Bus
Vannin from the current arrangement, except that it is overseen by a General
Manager and Committee reporting to the Director of Transport Services and
that the arrangements to do work for other departments becomes more
formalised and costs are better identified.

3.1.2

This would make the flow of money into Bus Vannin clearer for management
to see without resorting to inspection of audits, allowing a greater
understanding of where cost savings could be made or where revenue growth
should be targeted.

3.1.3

The DOI for its part should provide better definition of what the subvention
pays for and what it requires from the bus network. We recommend the
development of a route costing system which would need significant effort to
develop but then run every period reasonably automatically. We estimated
£7k to £10k to develop the model but ongoing costs would be low.

3.1.4

Transferring everything into an arm’s length company is a viable option, but
there are significant costs involved in doing this and we fail to see any benefit
beyond what could be achieved by simply changing the management model.

3.1.5

The latest estimates from DOI show the subvention sum allocated to Bus
Vannin as being around £6.1m. In our view, the DOI gets a lot from Bus
Vannin for this sum!

3.1.6

Bus Vannin is fundamentally in a good place and moreover with growing
patronage and revenue. This is in direct contrast to most English, Welsh or
Scottish bus operations which are seeing revenue and patronage decline and
the size of their fleets shrink in proportion. It would be unwise to risk this
position by fundamentally changing the regime under which it operates.

3.1.7

Then we must also consider how the management system would react to a
downturn in the financial situation or in the event of a decision to reduce the
amount of the subvention.

3.1.8

We recommend the adoption of the ‘Corporation’ model on the grounds that it
offers distinct advantages while limiting unnecessary change. The adoption of
an option which results in comparatively little change does not mean that
there is little potential for cost savings. There are several potential areas for
cost saving.

3.1.9

The DOI for its part should provide better definition of what the subvention
pays for and what it requires from the bus network. Based on current usage
the Director’s relationship of patronage to service provision is a good start but

there should, in addition, be minimum standards of service set for the rural
areas such as Andreas and Sound.

3.2

Succession Planning – Director of Transport Services:

3.2.1

The current Director fulfils a number of overlapping and sometimes
contradictory roles. Under our proposed structure after his retirement we see
two distinct senior management roles:
 The Director of Transport Services






A senior member of DOI staff reporting to The Chief Executive Officer.
Responsible for formulating and implementing government policy,
advising politicians and acting as commissioner of transport services from
Bus Vannin;
Possibly with a similar role in relation to rail operations but we would not
pre-judge the outcome of the rail review;
The Director would have no direct input into the operation of Bus Vannin.

 The General Manager, Bus Vannin


Would be the person responsible for delivering the services operated by
Bus Vannin to the criteria specified by The Director and within the agreed
budget. He or she would also be responsible for submitting bids for
capital expenditure.

3.2.2

The General Manager’s post is a new one. However, there is already a ‘Head of
Operations’ who currently is responsible for the operation of both the bus and
rail services. It is difficult to justify Bus Vannin having both roles as, in theory,
the Head of Operations is already the person responsible for ensuring the
provision the services. A single senior role is sufficient. This, ultimately, is a
decision for DOI to make.

3.3

Governing Body

3.3.1

We recommend that Bus Vannin is overseen by a ‘committee’. The committee
would be led by a chairperson appointed by the Isle of Man Government or its
appointed representative. They would not be there to impose the will of the
Isle of Man Government, their main function would be to capitalise on their
local and procedural knowledge and contacts in order to implement things
effectively.

3.3.2

In addition to the chairperson and the General Manager we suggest that The
Committee includes:
 The senior member of engineering staff;
 A representative of the Treasury;
 A passenger representative (appointed by the DOI);
 A bus industry ‘expert’.

3.3.3

The structure is flexible. Isle of Man Government might wish to see
representatives from other departments but without The Committee being too
large to function effectively.

3.3.4

Outside the meetings of the whole Committee we would expect the
chairperson and the General Manager to work together as a team, with the
chairperson looking more outwards and the General Manager inwards.

3.3.5

The Committee would have two main functions, these being to:
a) Setting the strategic vision for Bus Vannin; and
b) Hold bus Vannin to account both operationally and performance-wise.
Dependant on the outcome of the Rail Review the Committee might have
additional oversight on the rail side.

3.3.6

The timing of this restructure is dependent upon the retirement of the current
Director and the recommendations of the rail review, but we would not expect
this to be in place any earlier than April 2019.

3.3.7

The Isle of Man currently has what many English local authorities are seeking
– an umbrella organisation in charge of all public transport except taxis,
together with tickets which can be used on all modes. The roles with shared
responsibilities come some way down the ‘tree’ of employees to encompass a
range of roles.

3.4

Legislation

3.4.1

We make a series of recommendations for changes to the Road Traffic Act
2001 principally:
 To define the list of bodies to be consulted on any licence application;
 Remove fares particulars from licences;
 Set a fixed timescale within which the RTLC must make a decision; and

 Allow the continuation of an Operator’s Licence and remove the need for

new Service Licences every five years.
3.4.2

The Maximum Fare (School Bus Routes) Regulations 2014 should be legally
extended to embrace all services at school times to reflect current practice and
the DOI should consider whether it wishes to enforce the issue of the
concession on a single journey basis or further amend the legislation to limit
its availability to cardholders.

3.4.3

The timing of these changes, allowing sufficient time for the legislative
process, suggests changes to The 2001 Road Transport Act in late 2019 and
changes to the School Bus Routes Regulations in September 2019 coinciding
with the new school year.

3.5

Subvention

3.5.1

We recommend that the subvention becomes more transparent. This requires
the categorisation of funding to be laid out alongside the amount of money
related to it. Although there is some degree of this at the moment there are
certain service aspects which are hard to define funding levels for.

3.5.2

We recommend work is carried out to achieve this by the end of 2018. This
was partly started internally during the course of this work and should be
established and in place for the beginning of the April 2019 financial year and
carries over for setting budgets for 2020/21.

3.6

Route Costing

3.6.1

We recommend that a period-based route costing system be set up. Route
costing can be a valuable tool for measuring performance and to see which
routes are growing and which are in decline, thus allowing for resources to be
adjusted accordingly if so desired.

3.6.2

Costs would be allocated by vehicles, hours and miles to an established simple
methodology. Revenue, especially off bus, is hard to allocate perfectly but is
aided by more sophisticated ticket machines and detailed information on offbus sales. An assessment of the cost of concessions is desirable as it affects
the future income streams for Bus Vannin, this needs to cover both the over
60s, disabled and the child versions.

3.6.3

Linked to this we recommend a recalculation of the split of Explorer revenue
between modes as we suggest that Bus Vannin is not receiving the appropriate
share.

3.6.4

We recommend work is carried out to achieve this by the end of 2018.

3.7

Cost Savings

3.7.1

Fundamentally, cost savings can only be identified when the current level of
cost has been identified. Cost saving plans should be developed as follows in
order of likely magnitude of savings:
a) ‘What if’ exercises on crew scheduling £££ – ongoing end 2018 / early
2019;


Some exercises have already been undertaken. May require extra
scheduling resource and note must be taken of the likelihood of industrial
action and its cost in relation to potential savings;

b) Review of supervisory and management salaries ££ – by end March 2019;


Noting the need to maintain a differential between drivers and
supervisors.

c) Review of eligibility age for concessionary passes £££ – by end March
2019;


Ultimately a political decision but should be measured against the
equivalent cost;

d) Review of lightly used journeys ££ – April 2019 after a)


But not simply as a Bus Vannin cost saving without consideration of
knock-on effects to other departments;

e) Review of school buses ££ – Before September 2019 term;


Beyond the current annual review. Ultimate decision political based on
cost versus value.

f) Review of minibus operations £££ – 2019 after DRT starts and the Trapeze
booking system is fully utilised.


Next round of fleet replacement should reduce the number of single-user
dedicated buses. Major cost saving in CapEx.

3.8

School Transport Arrangements

3.8.1

It is unusual to have no legal grounds for the provision of school transport
beyond the ability for the Isle of Man Government to supply it if it sees fit. Yet
the current informal arrangement appears to work well under the current
operating model, with there being the expectation that Bus Vannin provides
capacity to match demand. So long as Bus Vannin’s costs are covered by the
Subvention then there is no reason to change. It would, however, be

advantageous for the Department to know how much school transport actually
costs.
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1Introduction and Objectives

1

1.1

Introduction

1.1.1

This report amalgamates and updates a series of five Task Notes supplied to
Isle of Man Government describing the existing set-up, administration and
organisation of Bus Vannin and, in part, Transport Services Division of the
Department of Infrastructure and looks at the options for restructuring Bus
Vannin and the different methods of delivering its bus services. There is an
analysis of the positive possibilities and the pitfalls, together with transitional
issues.

1.1.2

It seeks to give context to the current and future position of Bus Vannin,
looking at both performance and governance.

1.1.3

Having looked into the various structures our recommendation was to pursue
a ‘Corporation Transport’ option – similar to an old-style off island municipal.
We consider there is no need to change the basic structure of Bus Vannin as in
many comparative measures with other similar operations it performs well. It
is, however, a high cost operation.

1.1.4

We do feel, however, that reporting and knowledge of costs needs to improve
and be more widely shared.

1.1.5

Simply because we do not recommend a radical restructure does not imply
that there are not areas for potential cost savings. We look at areas where
there is the potential and the ease with which savings could be made.

1.2

Objectives

1.2.1

TAS has been supplied with a significant amount of information related to Bus
Vannin and relevant parts of Shared Fleet Services operations where they are
either administered by or interact with Bus Vannin. We do have a certain
amount of information related to the railway, tram and horse tram operations
but these operations are being reviewed separately and concurrently.

1.2.2

In addition, TAS staff have paid two visits to the island – on 18th January to an
initial fact-finding meeting and on 5th and 6th February on a fact finding ‘tour’
of premises and departments and to meet senior personnel in relevant
departments.

1.2.3

In total, much useful material was obtained and we wish to express our thanks
to all of those who helped and in particular to Jeremy Reece for his prompt
responses to queries and requests for data. The feedback received has been
knowledgeable, informed, constructive and thought provoking.
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1.3

Scope

1.3.1

Isle of Man Government specified the scope of the study to include all Bus
Vannin operations and associated minibus services covered by Bus Vannin’s
(although more correctly the Department for Infrastructure’s) Operator’s
licences. All vehicle maintenance works undertaken at Banks Circus are
included. These include: Bus Vannin Timetabled services;
 Bus Vannin School Buses;
 Bus Vannin Private Hires;
 Bus Vannin School Swimming and Music Service Buses;
 Minibus Services for other Government Departments, including the

Department of Health & Social Care (DHSC) and Department for Education,
Skills and Culture (DESC);
 Front line Ambulance maintenance (Contract) and
 Other minibus services operated by Bus Vannin staff or schools using staff

with licences and permits issued by Bus Vannin and vehicles maintained by
Bus Vannin.

1.4

Report Structure

1.4.1

This Report is divided into twenty-four sections:
 Section 2 explains the background to the project;
 Section 3 looks at our findings in relation to Bus Vannin;
 Section 4 examines political influences;

We then look at six possible scenarios:
 Doing Nothing (Section 5) – leaving things as they are;
 The ‘Corporation Transport’ option (Section 6) – similar to an old-style off

island municipal;
 Arm’s Length Company (section 7) – setting up Bus Vannin as a separate

entity;
 A Simple Sale (Section 8) – Bus Vannin sold to another private company,

but retaining its island monopoly;
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 Deregulation (Section 9– adopting the UK ‘free market approach to bus

services and
 Franchising (Section 10) – contracting a franchisee to run Isle of Man

services.
1.4.2

For each scenario we look at the same aspects of the current activities of Bus
Vannin or Transport Services, these are:
a) The relationship to government under the arrangement;
b) The links to and effects upon the management of the railway;
c) Any change in legislation required;
d) Discussion of costs and potential savings;
e) The effect upon non-core activities – minibuses, ambulance maintenance
etc.;
f) The strengths of the approach;
g) The weaknesses of the approach and
h) The likelihood of success and long term prognosis from adopting the
delivery method.

1.4.3

We have also benchmarked Bus Vannin against comparable operations in the
UK and also look at the way services run on other islands. Section 11 outlines
some information and statistics for Bus Vannin and the Isle of Man which is
useful for comparison.

1.4.4

Section 12 looks at the following groups of operators:
 Municipal operators – Blackpool Transport, Halton Transport, Network

Warrington, Newport Transport and Rosso;
 Government owned operator – Translink (Northern Ireland); and
 Big bus and minibus operator – Nottingham Community Transport
1.4.5

Section 13 looks at types of regulated bus operation and lessons that can be
learned from other islands. These are:
 The Shetland Islands
 Jersey
 Malta and
 Republic of Ireland
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Then section 13.6 brings many of the statistics from section two together for
comparison and analysis.
1.4.6

We then move on to recommended changes:
 In section 14 we repeat the short summary of the current situation which

led us to our favoured option;
 Section 15 identifies areas for possible cost savings;
 Section 16 reports on the recommended changes to governance;
 Section 17 includes our recommended changes to legislation;
 Section 18 suggests a costing system and changes to the way the

Subvention is calculated;
 Section 19 deals with Assets and Capital Expenditure;
 Section 20 looks at Performance Management and Reporting;
 Section 21 reviews potential cost-saving measures;
 Section 23 summarises our conclusions and recommendations and suggests

timescales for completion and finally
 Appendix A contains a shell route costing report.
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2Background to the Project

2

2.1

Introduction

2.1.1

The Isle of Man Government’s SAVE (Securing Added Value and Efficiency)
programme is wide reaching and came into being as part of the five year
budget strategy to address the structural deficit and reduce revenue costs.
The Government holds significant reserves but these are not infinite.

2.1.2

The SAVE initiative has invited ideas from government departments, staff and
the public for areas to look at making the government’s functions more
efficient and reduce the cost of delivering public services. Outsourcing or
privatising government activities is only one of a series of options and is not a
preconceived outcome. There were only three responses related to Bus Vannin
suggesting it should be privatised and one suggesting the network should be
franchised among twenty suggestions related to the operating model, fleet,
routes and procurement strategy.

2.1.3

Separately the DOI offered Bus Vannin to The Treasury as an activity which
might provide cost savings in excess of £1m in response to a request by the
Treasury Minister.

2.1.4

Indeed the very public failure of the proposed outsourcing of management of
the TT in 2016 has perhaps soured public opinion in relation to outsourcing.
More generally, the recent collapse of Carillion and the difficulties experienced
by Capita illustrate a fairly widespread malaise among outsourcing contractors
presently.

2.2

Employment Background

2.2.1

Unlike the situation in the UK, TUPE provisions do not apply on the island.
There would, therefore, be no onus on any outsourced or sold part of a
government function to offer the same terms, conditions and pension
arrangements to any staff transferring to another body.

2.2.2

The decision on redundancy rests on the offer of ‘fair’ alternatives and
‘reasonable’ adjustments to pay and conditions decided at Industrial Tribunal.
If the change was sufficiently unreasonable to be regarded as effective
redundancy for all staff, the overall cost to Isle of Man Government has been
calculated at between £1.5m and £2.7m for driving staff and a further £1.3m
for other grades.

2.2.3

However, the island’s employment market and its employment regulations
pose some very effective limits on replacing more generously paid island staff
with a block of imported ‘off island’ workers.
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2.2.4

Redundancy terms in the event of reduction or closure of Bus Vannin and
transfer of work to another operator would generally be more advantageous to
staff, in the event of a transfer the MARS (Mutually Agreed Redundancy
Savings) agreement would result in staff being paid the first year’s savings,
being the difference between their existing terms and conditions and whatever
new terms apply. MARS provisions would apply only so long as Bus Vannin
remains a government-owned entity. A new owner, of course, would expect to
retain all of the savings.

2.2.5

Bus Vannin is not alone in being reliant on the definitions of ‘fair’ and
‘reasonable’ at Industrial Tribunal, but we do not consider that potential
change to Bus Vannin alone should drive the introduction of a form of TUPE on
the Isle of Man.

2.3

Political Background

2.3.1

The island’s political set-up is very different to the English or Scottish
situation. It is far less party political and the concept of a safe seat with a
massive majority guaranteed is much less likely. For example, at the 2016 Isle
of Man General Election the difference between second (elected) and third (not
elected) places in the Douglas East constituency was a mere seven votes.

2.3.2

Thus local issues can easily unseat an elected member at the next election and
issues with bus services can form just such an issue. The prospect of a major
upheaval to Bus Vannin with a public perception of a ‘worsening’ of service in
any fashion is likely to have significant political repercussions.

2.4

‘Whole Island’ Approach

2.4.1

The size of the island and the close relationships between government
departments leads to a significant advantage over the UK situation.

2.4.2

The various government departments and other bodies cover the same
geographical area – the Isle of Man – and it is far easier to see where
economies in one section of government would have a serious negative impact
on costs in another. Thus it is far easier to assess the overall financial cost or
social dividend.

2.4.3

For example, in England a local authority is responsible for tendered bus
services. By withdrawing these it not only makes a saving in terms of contract
payments from its transport budget but also makes a second saving in lower
concessionary fare payments.

2.4.4

The ‘SAVE’ programme requires actual reductions in revenue operating costs
across the departments. Since whatever ‘saving’ is achieved by the withdrawal
of these services could well be more than offset by increased calls for nonemergency patient transport, provision of additional school transport because
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there is no bus to school; benefits payments to those who lose jobs because
there is no bus; increased costs to GP practices as more home visits are
needed etc., etc. On the island these knock-on effects can be measured
against the original ‘saving’ to Bus Vannin to assess whether the SAVE
objectives have been met.

2.5

Main Functions of the Study

2.5.1

This review of Bus Vannin forms only one project within the SAVE programme.
A separate study is being carried out looking at options for the Manx railway
systems and the recommendations of both studies may overlap or conflict.

2.5.2

The focus of this work is structure and governance and it is not a network
review or critique of the way the business is run, although some network
analysis is being carried out as necessary to inform future options for Bus
Vannin.

2.5.3

A key aspect is Bus Vannin’s relationships and interdependencies with other
agencies and to look at:
 How easy or difficult it is to break these ties so that Bus Vannin can function

as a stand-alone unit or indeed
 If the Isle of Man Government really should break these relationships.
2.5.4

There are various models for the future of Bus Vannin, from more radical to
‘do nothing’. These are developed and discussed in detail in sections 5 to 10.
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3Bus Vannin

3

3.1

Introduction

3.1.1

This section shows our findings in relation to Bus Vannin’s bus and minibus
activities.

3.2

Bus Services

3.2.1

The services provided by Bus Vannin are comprehensive both in terms of
geographical coverage and of coverage by time of day. In general the
timetables are reviewed annually in the spring with new timetables issued
prior to the summer season.

3.2.2

The network was completely reviewed in 2012 with improvements on the core
services to Peel, Port
Erin and Ramsey,
coupled to reductions
at times such as
Saturday mornings
when previously a full
service had run.
Subsequently,
minibus operation has
been introduced on
some lightly-loaded
routes with a view to
establishing more
Demand Responsive
Transport (DRT) at
some future point.

3.2.3

DRT on the Isle of Man would replace full size buses on lightly-loaded routes
(many of which are already operated by minibuses) and there are basic
principles:
 A journey would leave Ramsey (say) at a fixed time and the bus would only

call at those points someone wanted to go to;
 Vice versa for inward journeys, the bus would only call at points where a

passenger had pre-booked;
 Lightly-loaded journeys would not run at all if nobody pre-booked;
 It could be used to improve the service to some places, such as Jurby in the

evenings replacing the diversions of service 5;
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 The patient transfer service would set the best route to accommodate all

patients to arrive at the airport at a set time.
3.2.4

Services are planned by Bus Vannin and there is a ‘rule of thumb’ measure of
the appropriate level of service in relation to demand as in Table 1.

Table 1: Bus Vannin Service Provision by Demand
Passengers per Hour

<6
6

Frequency Provided

Limited Journeys
Two hourly

12

Hourly

30

Half hourly

30+

Higher frequency

3.2.5

The expansion of evening services has been driven by increased use by
younger people and Bus Vannin considers most of the growth in evening
service to have been self-supporting. The Minister and Chief Executive Officer
are also involved in the approval of service standards, ticket prices and
timetables.

3.2.6

Significant changes to services are subject to scrutiny and approval by the
Road Transport Licensing Committee (RTLC) which can reject applications. The
RTLC has a remit to assess maintenance of service levels, temporal or
geographical coverage and has made decisions based on its independent
assessment of appropriate levels of service. In the past it rejected some
applications for additional journeys which were politically, rather than demand,
driven. Bus Vannin has waited for some time for licensing approval for its DRT
service, due to objections lodged by the taxi and private hire trade.

3.2.7

Ad hoc smaller changes are more likely around the beginning of school term in
September when student numbers are unpredictable and there needs to be
shuffling of capacity.

3.2.8

The TT and other events have a significant impact on the network. During race
periods significant road closures prevent much normal service operation but as
a counterpoint they also prevent use of roads by cars, bring a large number of
people without their own transport to the island and there is an anti-drink
driving campaign over the TT period. Therefore despite the interruption to
normal service there is a huge spike in demand and revenue during the TT
fortnight.

3.2.9

Bus and crew scheduling is carried out using Omnibus Systems’ software and
Trapeze software has been purchased to schedule some demand-responsive
operations. OmniBus is also used for publicity preparation and timetable cases.
We were told that there were issues with some of the government’s other IT
systems which are not fully compatible with the operation of a bus company.
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3.3

Licensing

3.3.1

Operators must hold an ‘Operator’s Licence’ under s3 of the Road Traffic Act
2001. The Department for Infrastructure is the licence holder, trading as ‘Bus
Vannin’. These are renewed every five years (2017 for Bus Vannin). The main
Bus Vannin operation and the minibus operation operate under separate
Operator Licences held by DOI.

3.3.2

Bus services are licensed under s25 of the Road Traffic Act 2001. In order to
licence a service the following information should be provided to the RTLC:
 Route and timetable;
 Fares structure;
 Vehicle type to be used and
 Operating base of the service.

The information is created as a notice and published by the RTLC for
submissions of objection.
3.3.3

When considering the application, the RTLC takes into account such issues as:
 The viability of the timetable and route;
 The need for the route in the context of current provision and
 Any benefit that the service will bring to the wider Island context

3.3.4

The operator can apply to vary a licence but has to include justification for the
change. The RTLC is also permitted to vary a licence without the operator’s
application – presumably this is where the service fails to comply with its
licensed particulars, although this is not spelt out in the Act. We were told that
politicians tend to lobby RTLC rather than Bus Vannin if they don’t like
proposed service changes

3.4

School Bus Provision

3.4.1

There is no statutory requirement to provide any school transport on the
island whatsoever. The pattern of school bus provision is historically-based
with incremental changes over time. There is an expectation laid upon Bus
Vannin that it will provide such transport and adequate capacity (at fares
determined by the Department of Infrastructure) which is assumed to be
funded by the subvention from the Isle of Man Government.
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3.4.2

The Education Act (2001) states simply:
s38 Transport






(1) The Department may make arrangements for the provision of
transport and otherwise for the purpose of facilitating the attendance of
pupils at schools or colleges.
(2) Arrangements under subsection (1) may require the making of such
reasonable charges for the use by such pupils of any transport so
provided as the Department, with the concurrence of the Treasury, may
determine.
(3) The Department may pay the reasonable travelling expenses of any
pupil in attendance at any school or college for whose transport no
arrangements are made under subsection (1).

3.4.3

There is a number of school special services which operates in addition to
journeys shown in the public timetable. Only eight of these require a dedicated
vehicle, the remainder being linked with other ‘normal’ service work.

3.4.4

There are defined catchment areas for the island’s secondary schools,
therefore there is reasonable certainty from which areas the majority of pupils
will require transport to which school. The catchment areas were only
established in 2013 in coordination with Bus Vannin with a view to maximising
bus efficiency and thus are still in transition. However the absolute numbers
vary due to walking, cycling and parents dropping off etc. so that the theory
and the practice will diverge.

3.4.5

An exception is the Bunscoill Ghaelgagh Manx-Gaelic primary school in St.
John’s. Pupils who have attended this school have automatic entitlement to
attend Queen Elizabeth II High School in Peel for secondary education,
regardless of home address.

3.4.6

A further difference to off-island practice is that there is no separate Roman
Catholic secondary education. Pupils attending RC Primary Schools are
allocated to designated secondary schools in the same way as others. Despite
the name, Ramsey Grammar School is a ‘normal’ comprehensive school.

3.4.7

Although this arrangement sounds very loose, close cooperation between the
Education Department, the schools and Bus Vannin seems to make the
arrangements work and there are few negative stories in the press about
school buses. It does, however, result in the provision of some school services
which operate within the UK statutory distance limits for service provision.

3.4.8

The legislation requires discounted child fares to be offered on specified school
services to specific schools. This availability was restricted by its limitation to
carnets of multiple trips on a smartcard but conversely, availability is extended
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to other services. Schools are given a number of Go Cards for pupils’ use at
other times.
3.4.9

Home to school transport
is added to by transport
from school to swimming
baths, playing fields and
music facilities, often
provided using buses
which would otherwise be
unused.

3.4.10

There were three SAVE
ideas from the public
related to school buses;
scrap them, privatise them
and increase the
catchment area for the buses to those outside three miles only.

3.4.11

The absence of mandatory statutory provision gives the island several
advantages:
a) There are no disputes centred around fairness either side of a sometimes
arbitrary three-mile safe walking boundary;
b) Time is not wasted assessing ‘safe’ walking routes and resolving disputes;
c) Significant expenditure is avoided by not having to provide taxis or other
transport, as happens in the UK, to pupils’ homes outside the safe walking
distance where they live in areas which are inaccessible by normal-sized
buses or the number of pupils does not justify bus provision and
d) The Isle of Man Government is allowed to charge all pupils a fare to
contribute towards school travel.

3.4.12

The child 30p fare (formerly 25p) is clearly a form of subsidy to school
students. Thirty pence is a long way from being a commercial fare so clearly
part of the subvention to Bus Vannin funds the difference between this income
and the true cost of carrying school students. The true cost will vary, as it is
clearly more expensive to provide bespoke buses for school traffic than it is to
carry pupils on regular services, although even in the latter case capacity
concerns would drive up costs.
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3.4.13

Bus Vannin states
that while 48
different services
carry school pupils,
there are only eight
dedicated school
buses. In addition,
the double deck fleet
(currently 24 for a
Peak Vehicle
Requirement of
eighteen) is larger
than it would be
without school
requirements, except
during TT, when all
24 double decks are needed for service. Ten of the double-deck fleet are nine
years old now and used principally for schools, although from an off-island
point of view they are still comparatively young.

3.4.14

There is, however, the absence of a counterfactual; that is what fare Bus
Vannin would charge for schoolchildren in the absence of the support for the
concessionary thirty pence fare through the subvention. Mr Longworth at Bus
Vannin suggests a true cost in the region of £4 per pupil trip1, but while the
government has a policy of charging the concessionary fare and places the
expectation on Bus Vannin to carry the pupils it is a difficult cost to calculate
accurately. This forms part of our later recommendations.

3.4.15

Off-island the norm is still to offer child discount on a commercial basis, but
changing to adult fares at inconsistent ages between eleven and eighteen. But
this applies only to those pupils using mainstream services. Alongside this
there will be cohorts of dedicated vehicles providing statutory free travel and a
number of dedicated school buses which charge varying fare levels in order to
be commercially sustainable, the latter driven in the main by pupils attending
schools other than their designated school. The comparison is therefore not
simple.

3.4.16

However, offering concessionary fares and funding services for schoolchildren
has both social and environmental benefits. Socially it ensures an equity of
provision to pupils whatever their financial circumstances and encourages
attendance at school. Use of the bus encourages a degree of independence
and social interaction. The environmental benefit is principally that the main
alternative to there being school buses is an explosion in the number of
parental cars being used to give lifts to and from school, leading to dramatic
increases in congestion and emissions around school premises.

1

Cost calculation based on cost per peak bus times eight dedicated buses divided by number of passengers carried.
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3.4.17

In researching Bus Vannin we found some online public criticism of the use of
‘new buses just for ferrying school pupils’. Whilst this is a subjective comment
(how new is ‘new’, for example?) it is clearly the case that a Bus Vannin school
bus is likely to be several years younger than an off-island school bus and of
distinctly higher quality.

3.4.18

The comments probably relate
to the UK-wide practice of
loading schoolchildren into the
oldest, poorest condition
vehicles driven by awarding
contracts to the lowest price
bidder. At the other extreme it
is indeed difficult to justify the
cost of a new double deck at
upwards of £200,000 to carry
schoolchildren (or indeed just
two loads of any passengers) on
a short trip twice a day.

3.4.19

We see the Bus Vannin situation differently. A new double decker may indeed
carry schoolchildren but that is unlikely to be its only activity in the day. There
is the added social and environmental bonus that if schoolchildren are
provided with buses of some quality for their journeys to and from school,
then the ‘bus habit’ might well persist into young adulthood, thus reducing the
level of traffic on the island.

3.4.20

A November 2014 Public Consultation by the DoI found that there was
overwhelming support for the status quo to continue regarding the provision of
dedicated school bus services by Bus Vannin. 66% of all respondents and 43%
of respondents who received free school travel supported some kind of charge.
The favourite appeared to be a flat fare of between 20p and 50p no matter the
distance, however 56% of respondents supported a higher fare for those living
outside of the school catchment area.

3.4.21

A further school-related item which Bus Vannin handles on behalf of the
Department of Education is the issue of passes for entitlement to free school
meals.

3.5

Fares

3.5.1

Fare changes are proposed by Director of Transport Services and approved by
the DOI Chief Executive Officer and Minister. The farescale is broadly distance
based and is on a simplified scale with only a few values, all (including half
fares) rounded to the nearest 10p. Bus Vannin then has the freedom to
introduce and price any ‘add-on’ products: Day Tickets, Multi-journey carnets
and the like.
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3.5.2

While the level of fares on the Isle of Man is generally higher than its island
comparators – Guernsey, Jersey and Shetland – they sit below the English and
Scottish average prevailing level, certainly in relation to short distance fares.

3.5.3

During 2018 m-Tickets (mobile tickets) and contactless payment are both
expected to be introduced.

Table 2: Isle of Man Fares Comparisons
Town to Airport
Single
Cash

3 miles

Single
card

Single
Cash

Multi Journey

Single
card

Day
ticket

Week

Month

Shetland

£2.90

£2.32

£1.40

£1.12

-

-

-

Jersey

£2.00

£1.55

£2.00

£1.55

£7.50

£21.00

£45.00

Guernsey

£1.00

£0.55

£1.00

£0.55

£4.50

£16.00

£20.00

£2.70

£2.083

£1.30

£1.05

£7.00

£23.00

£80.00

Scotland Average

-

-

£2.03

-

£4.60

£17.50

-

English Average

-

-

£2.38

-

£4.97

£17.02

-

Wales Average

-

-

£2.51

-

£5.03

£17.33

-

Isle of Man2

3.6

Revenue

3.6.1

Revenue has steadily grown in recent years as illustrated in Figure A. This has
resulted in a fares freeze since the last increase in April 2013. Bus revenue
from all sources other than subvention has increased by 52% since 2009/10.
Since in that period fares increases have been limited we can assume
patronage has grown broadly in line. With the data supplied it is difficult to
establish precisely why this growth has occurred but the reasons will include:
a) The network review of 2012 which improved main corridor frequencies;
b) The improvement to evening services which has grown the market among
young people;
c) The introduction of different ticket types which make bus travel more
attractive and
d) Better recording of smartcard holders.

3.6.2

2
3

Figure B shows seasonal trend for the 2016/17 year with on-bus and off-bus
separated. Figure C shows conglomerate revenue across the year including Go
Explore tickets while Figure D is the same graph without Go Explore. Only
Figure D is ‘definite’ Bus Vannin revenue. The large spike in June revenue
comes from TT.

Isle of Man fare details were taken from the Bus Vannin pages of the Isle of Man Government website.
The twelve journey ticket price divided by twelve

©The TAS Partnership Limited ▪ May 18

Isle of Man Government Bus Service Review ▪ Bus Vannin ▪ 24

3.6.3

From October through to end of March revenue is broadly flat at an average of
£53k per week, while between June (after TT) and the end of September the
average is £70k per week, so there is a broadly thirty per cent summer ‘uplift’.

3.6.4

Bus Vannin’s assessment is that on a ‘whole service’ basis, the Port Erin and
Airport corridor contributes 48% of revenue and may well be the only service
which could operate commercially in its entirety. There is certainly crosssubsidy from this service group to the other island operations which will
reduce the call on the subvention but does, of course, mean that the Port Erin
service operates at a lower frequency than its demand would justify.

3.6.5

The multi-modal Explorer ticket is now settled 90% Rail, 10% bus dating back
to an old agreement for an 80/20 split. The actual split has varied year on
year but has not been properly recalculated as the old apportionment formula
used passenger miles as its method.

3.6.6

Now that smartcards have settled in and the amount of good data has
increased as a result, it should be worth revisiting and recalculating this
apportionment based on likely revenue forgone. Since rail fares are double the
equivalent bus fare a settlement based on weighted fare should be pursued.

Figure A: Change in Annual Revenue at Bus Vannin
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Figure B: Year by Week Revenue at Bus Vannin
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Figure C: Total Revenue by Week including Go Explore

Figure D: Total Revenue by Week without Go Explore
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3.7

Costs

3.7.1

We have been supplied by the Treasury with an Axapta budget spreadsheet for
the year to date and a 2016/17 comparison. It is a very detailed spreadsheet
with costs (or revenue) divided into four hundred plus items.

3.7.2

During our time on the island the Axapta system was identified as a source of
some frustration outside the Treasury. It is geared very much to a government
or local authority budgetting process, illustrated clearly by the way in which
revenue is handled as a negative cost. Within it, costs relating purely to Bus
Vannin are not readily extricable. Axapta is not a system that is appropriate
for a pseudo commercial operation such as Bus Vannin and would need to be
adapted to feed the likely required inputs to a route costing system.

3.8

Budgets and ‘The Subvention’

3.8.1

Bus Vannin supplies an annual budget estimate to the Department for
Infrastructure; in turn this is then sent to the Treasury. Annual budgets will
are based on the existing year adjusted by known changes and guidance given
by the Treasury on likely percentage changes in cost such as wage increases.
This is supplemented by a business case submission for capital expenditure or
restructuring of any kind. Treasury will agree a figure for Transport Services
Division and within this there are six sub-groups divided by cost code.

3.8.2

Budgets are set by Tynwald for each department. Departments split
allowances by cost centre and these tend to vary little year on year unless an
area has been successful in applying for additional funds. As a crown
dependency IoM cannot run a deficit budget. Departments tend to move
budget surplus from one area to another in order to balance their overall
budget. Within departmental budgets sums can be moved between cost
centres – rail to bus etc. The Minister and Chief Executive Officer are also
involved in the approval of fleet purchases.

3.8.3

An income target is set which represents what fares etc. are expected to bring
in. Areas of expenditure e.g. payroll are split into bus operation, rail
maintenance, rail operation etc. Loan charges are pseudo-repayments of
capital expenditure. It is not easy to split loan charges between bus fleet,
infrastructure and legacy loans as there is no real report produced on value.

3.8.4

There has been some budget transfer to Bus Vannin when additional work has
been taken on. This is the transfer of the expenditure allowance associated
with a transferred area of activity from one department to another. Education
did surrender some budget to transfer with minibus fleet. Health and Social
Care has not but Bus Vannin is allowed to raise invoices for use of its
resources.

3.8.5

The Subvention is calculated as the ‘Total Spending Allowance’ minus the
projected income. There is an assertion that the subvention needed to purely
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operate the Bus Vannin public service routes has reduced. Between 2009/10
and 2015/16 The Subvention reduced by £1.5m (15%). We are still awaiting a
calculation for the figure for subsequent years.
3.8.6

Up to 2013/14 the Subvention was comparatively easy to calculate as it
related simply to bus and rail. Subsequent years are complicated by sums
included for Shared Fleet Services and minibus work for DHSC and DESC. A
further “adjustment” of employer superannuation contributions in 2014/15
was the movement of pension obligations from central administration under
the Treasury to being under the control and responsibility of each Department.
DOI budget will have been adjusted accordingly.

3.9 Staffing, Recruitment, Staff Turnover, Terms &
Conditions
3.9.1

Bus Vannin is in the enviable position of having very low staff turnover and a
waiting list of applicants for driving positions. This contrasts with significant
turnover and recruitment issues faced by off-island operators. Turnover of
driving staff is limited to between eight and ten drivers and one fitter per year.
For drivers the turnover rate is under ten per cent.

3.9.2

Since unemployment on the island is low in any case (In January 2018 the Isle
of Man rate was 2% against the UK rate of 4.2%), this illustrates that it
remains an attractive proposition to work for Bus Vannin even after the radical
change to base pay rates introduced by Bus Vannin for any driver starting
employment from 2014. Previous rates of £13.45 per hour (£19.29 for
weekend and public holiday working) were replaced by a ‘flat’ consolidated
rate of £11.73 (lower in the first year of service), but over the subsequent four
years only 39% of driving staff are on the new rate.

3.9.3

The Bus Vannin new starter pay rate, hours limitations by shift and by
rostered week are not atypical and should not lead to above-average costs. It
is unusual for a separate set of drivers to work the late shifts rather than the
normal early/late rotation of shifts but if this arrangement works happily there
is no real justification to change it. The late shift arrangement was agreed in
order to introduce the improved evening services. The drivers’ agreement
limits the number of shifts in the main rota working after 2010 (8.10pm) to
one per week. There is also a ‘casual’ pool of drivers who can be called on to
cover shortages.

3.9.4

A review of back to work interviews resulting in increased emphasis by Bus
Vannin management with additional central monitoring and support from the
Office of Human Resources resulted in a fall in the sickness rate from nine per
cent to three per cent.

3.9.5

It is, however, unusual compared to most other operations to have such
generous overtime premia as those which apply at Bus Vannin and the process
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for covering off-rota shifts can lead to excess payments, but it is positive that
drivers from all three operating bases are in effect interchangeable thus
avoiding the possibility, for example, of a spare driver sitting in Douglas while
a shift at Ramsey goes uncovered. Also unusual is the rostering of six days per
week with the sixth day being a ‘voluntary’ starred day. Once commonplace,
this is now an unusual practice.
3.9.6

We fully understand that the DOI and Bus Vannin has gone through a difficult
period of negotiations in order to achieve significant change and cost saving,
not least of which is the introduction of the 2014 ‘New Starter Rate’ of basic
pay and an unpaid mealbreak, but there is certainly scope for further
economy, particularly as 61% of drivers remain on the old pay rate and
conditions.

3.10 Bus Vannin Fleet
3.10.1

The fleet is now one hundred per cent owned by the DOI (for Bus Vannin),
although some vehicles were leased in the past. Within a fairly short period of
time there has been a remarkable change in fleet policy. Where once
secondhand elderly vehicles were common, Bus Vannin now has one of the
most modern fleets. The maintenance of a modern fleet is linked to the lack of
major engineering facilities on the island described in 3.10.4.

3.10.2

The fleet includes Volvo, Mercedes and Wright’s products. As outlined in Bus
Vannin’s Fleet Replacement Strategy, the Wright Streetlites have not proved
popular or as reliable as required and are seen as prime candidates for
replacement in preference to the oldest Volvo B9TL double-decks. There are
two full sized Streetlites, one of which is allocated to Ronaldsway Airport for
airside transfer if required – these are swapped around every six weeks.

3.10.3

Bus Vannin is one of only a handful of operators (others include Nottingham
and Reading) which retains vehicles for much less than their design life –
typically between twelve and fifteen years for full size vehicles, much less for
minibuses. The spare vehicle allowance is higher than an average off-island
operator, this is due to the time Bus Vannin vehicles can spend off road whilst
waiting for replacement parts.

3.10.4

It is worthy of note that the
resources and engineering
facilities at Bank Circus are set
up purely for vehicle
maintenance. Bus Vannin would
incur significant costs, probably
including new workshop
infrastructure, to change this.
They do not have the facilities or
resources to carry out mid-life
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overhauls on the island, which is another factor in the decision to keep the bus
fleet age low.
3.10.5

In the past, Bus Vannin has managed to obtain very reasonable resale value
on vehicles it has disposed of, which supported the policy of vehicles being
kept for a shorter life than normal. Blackpool Transport acquired around thirty
double decks from Bus Vannin and spent between £50k and £60k refurbishing
each bus. This was in addition to the purchase price in the region of £37k. Up
to £100k investment in an eleven year old vehicle represents significant
investment.

3.10.6

The cost of sending vehicles off island for refurbishment is proportionately
greater due to costs of transport by ferry (around £4k per vehicle) and the
need to have staff accompanying the vehicles as the Steam Packet’s insurers
will no longer cover Bus Vannin vehicles after earlier incidents of accidental
damage.

3.10.7

The paucity of available vehicles in good condition of around nine years of age
or less means that they attract a premium on the secondhand market which
exceeds their nominal book value. The other benefit Bus Vannin shares with
Nottingham and Reading is that its vehicles are basically in ‘drive-away’
condition for a potential buyer. They are fitted out and equipped to normal
layout and standard unlike the London vehicles entering the secondhand
market. London vehicles suffer particularly from TfL’s decision to fit wheelchair
ramps in the centre door and moving the appropriate mechanism can be
costly.

3.10.8

However, recently there has been something of a glut of modern doubledeckers released from London. Large numbers of Scanias built in 2009 and
2010 have been followed unexpectedly by numbers of Volvo B9TLs similar to
those which are next for replacement in the Bus Vannin fleet. If these
significantly reduce resale prices, even allowing for conversion costs, Bus
Vannin might not be able to obtain such favourable secondhand prices.

3.10.9

The sale prospects for the single-deckers in the Bus Vannin fleet are different.
The Mercedes Citaro has good resale value. It is known as a heavilyengineered long-lived vehicle and few enter the secondhand market at a
youthful age. Wright Streetlites, although it is mainly the shorter versions
which have been sold on thus far, seem not to attract high prices on the
secondhand market.

3.10.10

In summary, maintaining a young average age for the Bus Vannin fleet
depends on the ability to attract good sale prices for its vehicles on disposal.
The alternative is that a large purchase price must be depreciated over a
shorter term. The Bus Vannin accounts do not contain any ‘depreciation’ as
such, but there are broadly equivalent ‘loan repayment’ amounts, almost as
though Bus Vannin leased its vehicles from the Isle of Man Government.
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3.10.11

We note that there is no legislation on the island (and we are not aware of any
proposed legislation) which requires Bus Vannin to purchase vehicles to the
latest Euro emissions standards, but as well as the obvious Manx benefit this
ensures desirability on the UK secondhand market. In one way Bus Vannin is
ahead of mainstream practice in that all vehicles have Wi-Fi and next stop
audio-visual announcements.

3.11 Properties
3.11.1

The principal property in
Bus Vannin’s custody
(although owned by
DOI) is the
headquarters, depot and
workshops at Bank
Circus in Douglas. This is
felt to be a valuable site
and probably an
attractive site to other
non-transport
businesses. However,
Bus Vannin has carried
out an exercise looking
at moving the depot to
the out-of-town business park but concluded that the ongoing costs of dead
mileage would outweigh any financial benefit from the sale in a fairly short
period. We tend to concur with this assessment having seen many instances of
depot closures being followed by service reductions and loss of staff.

3.11.2

Off-island many depot closures have overlooked significant ongoing operating
costs, not least the cost of changing drivers over for breaks, on operations
remote from the main depot and the increased wastage of drivers who either
do not transfer or leave shortly after a transfer. The benefit, of course, is sale
income from the property and
reduction in overhead.
The other property
within Douglas is on Lord
Street and houses facilities for
drivers’ refreshment breaks.
There is a small building at
Port Erin (although buses are
mainly parked adjacent to the
railway) and a small depot at
Ramsey with fuelling, washing
and parking facilities
alongside.
3.11.3
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3.11.4

The building fabric at Ramsey depot (pictured above) is in very poor state,
reflecting its age. The depot is scheduled for replacement by the combined
Ramsey Transport Interchange on the site of the Manx Electric Railway station.
In the event that the RTI scheme is not approved, considerable capital
expenditure will be required on the existing facility.

3.11.5

Maintenance of the depots and buildings is not directly funded or managed by
Bus Vannin or the Department’s own Transport Services Division. It is
undertaken by Estates Shared Services, while the cleaning and maintenance of
bus stops and shelters is managed and funded by Transport Services Division.
We are aware of a recharge which applies (Budgeted £300k for buildings and
maintenance and £118k for cleaning and maintenance in 2017/18) but these
are joint ‘public transport’ recharges and need further work to divide bus and
rail activity.

3.11.6

In addition, IT, Insurance, Water and Rates have been paid by central budgets
since 2015/16 and no value is recharged.

3.12 Engineering
3.12.1

The DOI’s aim is for maintenance of the bus fleet to follow UK best practice,
although this is not enshrined in Manx law. Vehicles receive inspections every
six weeks together with a rigid mandatory annual test similar to the UK MOT.
The annual test has no leeway unlike its UK equivalent. However, it was a
point of concern to discover that a small number of the minibus fleet were only
inspected annually but these were subsequently confirmed as vehicles with
mileage restrictions.

3.12.2

Bus and other fleet vehicle tyres are obtained through an Isle of Man
Government tender where Michelin offered the same favourable rates as the
Crown Commercial Services Supply and Fit Tyre contract. The road fuel supply
contract is sourced through a separate Isle of Man Government contract.
Standardising the fleet on Volvo and Mercedes products has allowed Bus
Vannin to negotiate volume discounts on parts based on fleet size.

3.12.1

Bus Vannin pays the full fuel duty at 57.95 pence per litre, there is no rebate
on fuel duty as such but the additional operating cost will be covered by the
subvention arrangement, if not explicitly. Annual fuel usage is between 1 and
– 1.2m litres per year, equating to approximately £600 – 700k in fuel duty
being returned to the Treasury.

3.12.2

Banks Circus is the engineering base for the Bus Vannin fleet, Minibus Section
vehicles and ambulances (“Fleet Services”). The engineering staff split their
time between Bus Vannin and Fleet Services work; in theory each vehicle
worked on receives a job card recording labour hours and parts used.
Engineering staff indicated that there was insufficient spare capacity to do any
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more work on non-Bus Vannin vehicles but it was difficult to get an objective
view of this within this review.
3.12.3

The Engineer’s agreement means that evening and weekend breakdown cover
is on a non-rostered basis. Engineers are telephoned to ask if they would be
willing to go out and deal with the issue and are paid a minimum of four hours
at overtime rate for doing so, even if the job only a short time to resolve.
However, due to the young age of the fleet the number of such call-outs is
low. If this changed we would expect the number of callouts to increase.

3.13 Smartcard and Ticketing Systems
3.13.1

The ticket machines, smartcard system and back-office administration are the
responsibility of the DOI in a contract with Ticketer. Significant Government
investment was involved worth over £400k.

3.13.2

Online ticket sales are part of another contract with Unicard which links in with
the Ticketer system to update validity of cards and provide management
information to the Treasury.

3.13.3

There are different possible courses to take if the structure of Bus Vannin
changed. Either the system is sold and transferred out under a new contract
with the new operator or the DOI retains ownership and the equipment is
leased to operators. There is also no reason why the ticket machines and the
smartcard system should need to be under the same ownership.

3.14 Concessionary Fares for Older and Disabled Passengers
3.14.1

Concessionary fares were free to the user from 2000 but the scheme was
revised in 2014 following a political decision to charge half fare in the morning
peak and for older people in the evening peak too. This was introduced in
preference to aligning the entitlement age to retirement age. Concessions are
valid on the steam railway and Manx Electric Railway and Snaefell Mountain
Railway but not the Douglas Bay Horse Tramway. The cost of the
concessionary scheme is covered as part of the subvention.

3.14.2

The social benefits of concessionary fares are significant. Their availability
reduces calls on health services, reduces instances of ‘did not attend’
appointments at hospital, reduces loneliness and encourages independence
and physical activity in older people.

3.14.3

The cost of concessionary fares should not be seen as subsidy to Bus Vannin.
On the assumption that, allowing for a degree of generated travel, it is simply
reimbursed for allowing cardholders to travel free or at discounted rate, the
subsidy in fact goes to the cardholder, as recognised elsewhere in EU law
where the principle of the operator being ‘no worse off and no better off’ is
enshrined in legislation.
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3.14.4

Obviously the difference on the island is that arguments over reimbursement
levels are fatuous while the state supports a state owned bus operation, but
obviously would have important ramifications under other structures.

3.15 Relationship with Rail
3.15.1

The most obvious public-facing relationship with rail is the inter-availability of
the range of Go Explorer (and other) smartcard tickets. This is an extremely
positive aspect and is the holy grail of many off-island authorities.
The relationship with rail is
strong, 60% of Admin and
Commercial staff share their time
between bus and rail with the
remaining 40% working exclusively
on the rail side. Three of the seven
Central Operations team share their
time between bus and rail with only
two members of staff working
exclusively on the bus side.
Customer information services
caters for both modes.
3.15.2

3.15.3
Two of the three most
senior members of staff under the Director, TSD, Chief Engineer and Head of
Operations, are responsible for both bus and rail. During the operating season,
the transport supervisors at both Port Erin and Ramsey have joint
responsibility for bus and rail. The Douglas supervisors also cover evening
dining trains on the Isle of Man Steam Railway which saved significant sums of
overtime payments for rail supervisors.
3.15.4

When these roles were integrated it is reported that there was a saving of
around 35 posts. It is not clear that re-separating rail and bus would require
anything like this number to be reinstated, nor is it clear that this would be
desirable. This is an area of uncertainty which a review of both this review and
that of rail should appraise. In particular the single point of contact for
information and joint ticketing are desirable from a ‘whole island’ point of
view.

3.16 Minibuses (Excluding Those in Bus Vannin’s Core
Operation)
3.16.1

Within the Bus Vannin ‘minibus section’ there are two groups of vehicles, 28
(plus three spare) used by in-house drivers and 37 managed and maintained
for other organisations (such as schools) which provide their own drivers,
although Bus Vannin arranges driver licensing.
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3.16.2

The 28 vehicles Bus Vannin runs in-house are used for a wide variety of
services including:
 Scheduled school services;
 Ad-hoc school private hire;
 Transport to day centres;
 Hospital transfers;
 Transport for adults with learning difficulties;
 Transport for the Elderly, Medical and Infirm;
 Transport to adult day care centres specialising in particular illnesses;
 School transport for children with behavioural difficulties;
 Transport for children to education assessment centres and

3.16.3

The vehicles which are maintained by Bus Vannin but operated by other
organisations tend to be single use. All the minibuses undergo maintenance at
Bank Circus. This means that they share facilities with the ‘Big Bus’ fleet and
ambulances.

3.16.4

Current scheduling is done by paper and Microsoft Excel by the Minibus
Supervisor. Trapeze software has been purchased for this task, however it is
not yet in use as the staff are not yet in place. Eventually a member of staff is
to be transferred from the Department of Health to man the telephone line
and enter all transport requests into Trapeze which will produce a ‘first phase’
schedule.

3.16.5

Drivers are currently on zero hours contracts, but it is understood that some
will transfer to permanent contracts due to the hours worked. The remaining
zero hours drivers
will be those who
want to continue to
work ad-hoc. It is
fortunate that
minibus drivers are
on ‘zero hours’
contract
arrangements, but
even without the
need to pay minibus
drivers to sit idle,
the current impasse
with RTLC represents
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under-utilised publicly-funded expensive resource.
3.16.6

Bus Vannin only has sufficient drivers to man 22 minibuses. It has therefore
taken over hiring of taxis in order to fulfil its obligations. The arrangements for
charging or being paid for work by DHSC are inconsistent. Some budgets have
transferred to Bus Vannin while other activity is recharged.

3.17 Impasse at RTLC
3.17.1

Bus Vannin submitted new licence applications to RTLC in June 2017 regarding
the operation of minibuses for ‘Hire and Reward’. This formed the basis of an
improved facility based around the renal patient transfer service (which has
commenced purely for airport transfers for patients) and the conversion of
some low frequency bus services to DRT. Note that under s25 (3) of the 2001
Road Traffic Act, demand-responsive services are permitted in law.

3.17.2

The RTLC is still considering the licence applications following objections from
the Taxi and Private Hire sector. This has also had an impact on new drivers,
some driving licence applications included the category for driving minibuses
under Hire and Reward conditions have not been awarded as the RTLC is
refusing to issue any minibus driving licences meaning that Bus Vannin cannot
use the current fleet to its full potential. These services would be undertaken
by main fleet Mercedes City 45 minibuses as part of the published ‘timetable’.

3.17.3

Section 28 of the Road Traffic Act has several sub-clauses which could be valid
reasons for not withholding or not awarding the licence application for the new
services. Unfortunately there is no time limit set for RTLC to make a decision.
However, it is less easy to see on what grounds RTLC can refuse drivers’
licences under s40 and s41.

3.17.4

It is a matter for conjecture but the objections to the licence applications by a
public group appear to have broken new ground. Objections to applications for
changes by Bus Vannin in the past have been scarce. The legislation in the Act
clearly outlines processes for granting or refusing applications and the process
for appealing against a refusal, but there is no set time within which RTLC
must make a decision.

3.17.5

While we understand the concern of the taxi operators, our view is that a
state-owned body applying for a licence to perform a service for another state
department aimed at reduction of government spending, but being blocked by
the indecision of another state body over a period of many months is
unreasonable.

3.18 Management Structure
3.18.1

Bus Vannin has twenty four managers and supervisors for 92 full time drivers
(39% of whom are on the 2014 new pay rate and conditions). Ten of these are
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bus only whilst fourteen share their time to some extent or other between bus
and rail. This is lower than figures we have for an English municipal operator
with 175 drivers which had 36 management and supervisory staff. However,
some of this figure for the municipal is made up of finance and HR people, who
on the island belong to Shared Services. A truer comparison puts the two
numbers broadly in line.

3.19 Other Factors
3.19.1

There are implications as a result of being an island, principally that anything
sizeable must arrive by ferry. There is a smaller boat operated by Mezeron
which links Ramsey with Belfast (out Tuesday, back Wednesday) and with
Glasson Dock (out Thursday and Sunday; back Monday and Friday). Its times
vary due to the tides at Ramsey. It is a smaller ship capable of carrying a few
ISO containers but is not roll on-roll off.

3.19.2

For all other freight Isle of Man Steam Packet has a virtual monopoly with
twice daily sailings to Heysham year-round and a Summer-only twice daily
service to Liverpool. The size of vessel is limited by the restricted depth of
Douglas Harbour which prevents any of the Ireland to UK ferries calling in at
Douglas.

3.19.3

As a result both vehicles and parts go via Heysham. The time delay results in
Bus Vannin holding greater stocks of parts than would be the norm elsewhere.
Parts from Wrights in Ballymena (Northern Ireland) travel via ferry to
Heysham then back to Douglas. As clearances on the ferry are very limited,
Bus Vannin always has staff in attendance to avoid damage.

3.19.4

Liverpool and Belfast have loading restrictions on link spans, so all Isle of Man
freight goes via Heysham. Extra costs are incurred transferring vehicles
between Isle of Man and Irish ferries. These logistical difficulties lead Wrights
to supply parts from its UK warehouse rather than from the factory in
Ballymena.

3.19.5

Administration for Bus Vannin is partly carried out by the various Shared
Services departments in the following areas:
a) Maintenance of the properties is handled by Estates Shared Services;
b) Insurance is handled by Finance Shared Services and funded by Treasury
as part of the cross-government cover and includes a very low excess of
£500; The main policy self-insures up to £146k. Claims are handled by Bus
Vannin.
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c) The Welcome Centre at Sea Terminal is run as part of the Cabinet office
sells Bus Vannin (and rail) tickets; The Welcome Centre is the “Front of
House” for BV. All telephone enquiries are handled by Welcome Centre and
Bus Vannin staff are currently supporting the Welcome Centre with parttime management support. The Welcome Centre does not, however, sell
tickets for air travel which necessitates the use of an outside agency to
book flights for patients attending off island hospitals;
d) Invoices and Remittances are handled by the Finance section of the
Treasury; Outgoing invoices are raised by Bus Vannin and incoming
invoices passed for payment by Bus Vannin. Finance Shared Services
undertake the payments side only. Chasing of bad debt undertaken by Bus
Vannin.
e) Wages are handled by the Payroll section of Finance Shared Services after
approval of timesheets by Bus Vannin;
f) HR support is provided by the Office of Human Resources, part of the
Cabinet Office and
g) Legal and procurement support is provided by the Attorney General’s
Chambers.
3.19.6

From figures supplied by the Treasury, the annual value of these services to
Bus Vannin is in the range £750k - £800k. The value of buildings maintenance
and cleaning is in the region of £400k and there are further unquantified
benefits from advantageous procurement and the administration of the
Government Unified Scheme Pension Services.
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4Political Issues

4

4.1

Introduction

4.1.1

On the island, political relationships appear of as high importance as
contractual ones, if not more so.

4.2

Inter-Departmental Relationships

4.2.1

Most of our research seems to have thrown up fairly relaxed but
comprehensive relationships between different parts of the Isle of Man
Government administration. This informality seems to stretch into financial
arrangements, however, and it is far from clear that all work carried out by
Bus Vannin for other areas of service is recharged correctly, funded through
increased subvention, or on some other contractual basis.

4.2.2

Once again, however, the lack of reported figures means that heads of other
departments or politicians have no way of knowing whether Bus Vannin
represents value for money. Even within Bus Vannin itself the lack of
performance figures appeared to be a source of frustration to some.

4.3

Public Opinion

4.3.1

Searching press articles and online blogs etc. for stories to gauge public
opinion about Bus Vannin throws up generally positive feedback. There is
certainly no great thrust of opinion that it offers a poor service, expensive
fares or that buses are dirty and ‘unreliable’. The local press, in particular,
seems to have no negative agenda when it comes to public transport and Bus
Vannin, unlike many off-island local newspapers.

4.3.2

Detailed feedback on particular themes is limited to broad suggestions that it
should be privatised; that it overspends on new buses and that it employs
‘some’ unfriendly staff.

4.3.3

The public consultation asking for suggestions to feed into the SAVE
programme was quite limited in its responses with regard to Bus Vannin and
services in particular. Given the high profile of public transport this can be
read very positively. The main money-saving theme which emerged was to
raise the age of eligibility for concessionary fares.

4.4

Industrial Relations

4.4.1

The Isle of Man’s bus service used to be seen as the home of militancy and
constant management versus union conflict. The threat of strike action has
reduced since a series of strikes over new payscales in 2012/3, which included
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the TT period, although there is an ongoing dispute over the wish of the
organisation to limit the number of staff permitted leave over the two weeks of
TT. However, the UNITE union still has a valid mandate for strike action which
has been in place for two years. The validity of the mandate is continued by
the union representatives taking turns to go on strike for a day each.
4.4.2

There are probably several reasons for the change. Change in personnel
involved, change in political leanings of MHKs and probably that such conflict
is rarer now anyway.

4.5

The ‘Total Transport’ Approach

4.5.1

Some English authorities have received significant funding from the
Department for Transport to introduce pilot ‘Total Transport’ schemes, where
in predominantly rural areas they attempt to bring together conventional
public transport, school transport, local authority transport to swimming baths,
day centres etc., non-emergency patient transport and aspects of Community
Transport. It has to be said that there has been limited success in achieving
this, due to a lack of commitment, personalities involved and the sheer
difficulty of dealing with the multiple NHS agencies in English shires.

4.5.2

However, under the umbrella of Bus Vannin, most of this integration already
happens on the Isle of Man and there must be a benefit to this. The main
omission is Community Transport which is provided by a disparate selection of
bodies on the island including
Manx Foundation, Care in
Mann, British Red Cross etc.
June 2014’s Manx Executive
Challenge suggested a
centralised CT hub would be of
huge benefit to users on the
island. Once the minibus
booking aspect is established
at Bus Vannin then it could be
the catalyst for achieving this,
but this lies outwith the scope
of this study.

4.6 Director of Transport
Services
4.6.1

It is not our usual practice to comment on individuals within a review of this
sort, but in this instance the Director has such a key role in transport delivery
on the island it is unavoidable, particularly with the imminent need to identify
his successor with his impending retirement.
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4.6.2

Over the last nine years the Director has:
 reduced direct costs by tackling inefficient practices;
 improved safety standards;
 applied an island-wide fare-scale;
 increased tourist income;
 modernised the fleet and ticketing systems and
 introduced inter-modal marketing and ticketing and much more.

This all represents an amazing achievement given the barriers to change that
he faced when he arrived.
4.6.3

The Director’s role is akin to that of an old-style bus company manager. We do
not mean this disrespectfully, it is a reflection more of the hands-on role and
the need for in-depth knowledge of all aspects of the business in preference to
a modern day bus company Managing Director whose focus is more on
budgets and meeting financial performance laid down by headquarters than it
is on operations and service delivery.

4.6.4

This approach reflects his hands-on role and simplifies the running and costing
of the operation but does not facilitate the creation of a culture of sharing
financial accountability. This is not to say that Bus Vannin is not auditable,
both Isle of Man Government’s Internal Audit and the Insurers have carried
out audits in the past and found everything to be in order. However, by their
very nature audits are detailed and lengthy processes far removed from the
presentation of simple key figures.

4.6.5

We would define the Director’s roles as:
 Government advisor and protector;
 policy setter and service planner;
 transport operator;
 infrastructure manager for the railway infrastructure;
 Fleet shared service provider;
 Vehicle procurement specialist adviser and
 Project manager.

4.6.6

It probably is not desirable for this post to undertake all of these roles and a
redefinition of who does what would bring greater accountability, transparency
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and trust. The most sensible division of this role would be into commissioner
and deliverer.
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5‘Do Nothing’ Option

5

5.1

Introduction

5.1.1

In Section 4 we summarised our findings in relation to Bus Vannin and its
relationship with the DOI. In summary the current system works in that the
services run, the fleet is modern, there is a 21st Century ticketing system,
ticketing is integrated with rail, sufficient capacity is provided for schools and
there are proposals for innovative DRT services. There are deficiencies in
accountability, in the hiatus in licensing the DRT operation and in that one
person has too many, possibly conflicting, roles but the deficiencies, other
than the DRT problem, do not hinder delivery of the service to the public.

5.1.2

We stress that ‘do nothing’ refers only to the structure of Bus Vannin sitting as
a ‘delivery unit’ within the DOI. We have identified difficulties in establishing
the true cost of operating Bus Vannin, not only its own direct costs, but the
cost of services provided by other departments. We still, however, suggest
that this is worthwhile.

5.1.3

Nor does ‘doing nothing’ mean that nothing changes. All of the possible
actions on costs which we outline in Section 15 are possible here too, but
initially, some of those costs need to be identified.

5.1.4

Therefore it is definitely an option to do nothing with the structure of Bus
Vannin and leave things as they are, except to plan for the Director’s
retirement.

5.2

Relationship to Government

5.2.1

Bus Vannin would effectively remain as part of the DOI. We recommend that
the role of the Director in commissioning services and having a general view
over Transport Services should be separate from the role of managing Bus
Vannin. We look at possible structures elsewhere, but in our opinion the
Director’s role is more government officer, the managing role is more busman
(in its gender neutral interpretation).

5.2.2

The salary of the Director ought to reflect that of other departmental directors
(although we understand there may be some downward movement to ‘new
starter’ rates) while a General Manager of an operation the size of Bus Vannin
would be likely to be on a salary in the order of £70k; adjusted to
acknowledge whether he or she has any rail duties in addition.

5.3

Legislation Required

5.3.1

None.
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5.4

Costs

5.4.1

By splitting the Director’s role into two, there is likely to be a small uplift in
staffing cost, unless there is some recast of senior management roles. For
example, the decision might be taken that there is no need for both a General
Manager and a Head of Operations. Future management roles and
responsibilities are dependent upon the option taken for rail restructuring.

5.5

Strengths

5.5.1

This is the minimum effort option requiring no restructuring.

5.6

Weaknesses

5.6.1

The issues of accountability, targets and lack of performance indicators would
remain.

5.7

Non-core Activities

5.7.1

Would remain as at present.

5.8

Railway

5.8.1

The relationship could stay as it is.

5.9

Likelihood of Success and Long-term Prognosis

5.9.1

The current situation actually works in that nothing blocks the delivery of
services. As revenue and patronage continue to grow there is nothing
fundamentally bad about the current arrangements.

5.9.2

However, issues would arise if the revenue trend reversed, there was a
sudden leap in costs ahead of the rate of revenue growth or there was a
political decision to reduce the subvention significantly. The traditional
response to the first two would be to try to gain an increase in the subvention
for the next financial year, assuming that the deficit could be borne until the
year end or that funds were diverted from elsewhere in DOI.

5.9.3

Without some form of costing system those involved are unable to see where,
for example, the support per passenger is above some (as yet undefined) level
felt to be acceptable either politically or by the budget holders. This would
inevitably be a political decision, although Bus Vannin could highlight the poor
performers or make suggestions for cost saving.
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5.9.4

Bus Vannin might have the skills to develop a costing system internally, or it
might wish to seek external advice in setting up the system. We would
suggest something between £7k and £10k to do this. Once developed the
relevant figures should be supplied fairly automatically after period end. We
always recommend that a specific staff member is given ‘ownership’ of route
costing which avoids inconsistencies and inaccuracies creeping in. We stress
that any information used in the costing system should be from existing
sources and should not dictate practices ‘on the road’.

5.9.5

With the knowledge and facts available most of the constituent parts of a
costing system exist, including estimates of time spent by employees of other
Departments on Bus Vannin work, but there are clear deficiencies including:
 There is no available figure for the cost of concessionary fares;
 There is no figure for the cost of school transport – either the provision of

dedicated vehicles or the support paid for the 30p fare;
 There is a lack of an appropriate equivalent of vehicle depreciation although

the loan charges give an approximation and
 The cost of some of the non-core work carried out for other Departments is

currently lost in the subvention.
But it is worth stressing that these could be remedied without a significant
restructure of Bus Vannin.
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6The ‘Corporation Transport’ Option

6

6.1

Introduction

6.1.1

Prior to the UK 1985 Transport Act some 38 local authorities ran their own bus
companies. There had been many more but these were either combined or
taken over during the course of the creation of the Passenger Transport
Executives or as a result of the reorganisation of local authorities in 1974.
Traditionally these ran as ‘Sometown Corporation Transport’ and subsequent
to 1974 as ‘Sometown Borough Transport’ as appropriate.

6.1.2

Traditionally these had a General Manager who was responsible for the whole
operation and were governed by a Transport Committee. The Committee was
usually made up of councillors, some ‘outsiders’ (equivalent of Non-executive
Directors) but notably the Police and representatives from other relevant
council departments, usually Highways and always the Town Clerk’s
department who provided the finance functions.

6.1.3

None of the operations involved was a ‘company’ limited by guarantee. But
they did prepare annual reports and accounts showing their trading position.
Note that pre-1985 Act it was quite legal for a council to run its bus operation
at a loss, with support from the rates. Equally, there were several which
returned healthy profits to their owning council.

6.1.4

The key issue here is that the operations were just part of the council’s
activities and were treated as such.

6.1.5

There is no reason why this model should not work on the Isle of Man. It
needs a series of arrangements formalising, probably in the form of a Service
Level Agreement.

6.2

Relationship to Government

6.2.1

The relationship would continue much as now except that there would be
better definition of a) what the subvention is paying for and b) the cost of
work carried out for other departments. There could be some changes, for
example the cost of school buses and the support for the 30p fare could be
channelled through the Department of Education.

6.3

Legislation Required

6.3.1

None required.
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6.4

Costs

6.4.1

Additional costs would be minimal. Limited to fees for attendance at
Committee for those appointed.

6.5

Strengths

6.5.1

The main strength of this approach is that it firms up some of the current
arrangements which are quite loose and poorly defined. In this way activities
are more accountable and would then lead to performance figures, annual
accounts and/or reports and a route costing system.

6.6

Weaknesses

6.6.1

As a government department the operator would still be subject to a high
degree of political influence, but given the nature of the Isle of Man, we feel
that this is inevitable.

6.7

Non-core Activities

6.7.1

Would carry on as now except that a series of inter-departmental Service
Level Agreements would be drawn up.

6.8

Railway

6.8.1

There is no reason why bus and rail should not remain linked and governed in
the same way.

6.9

Likelihood of Success and Long-term Prognosis

6.9.1

We consider that this could be a settled arrangement in the long term. It is
highly advantageous for all arms of government to know what it is paying to
whom for what. If the IoM Government is committing between £8m and £9m
per year subvention to Transport Services, exactly what is it buying? It would
help to know so that the Government can assess value for money. We also
need to consider what would happen if the government decided to reduce the
subvention.

6.9.2

All of the issues surrounding identification of costs under the ‘do nothing’
option apply here, with the addition that the ‘Committee’ is likely to be
pushing for the supply of information.

6.9.3

The step beyond this approach, creating an arm’s length company, is
discussed in the next section.
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7The ‘Arm’s Length’ Option

7

7.1

Introduction

7.1.1

This section shows the aspects of turning Bus Vannin into a standalone,
government-owned company. Between 1957 and 1987 the transport operation
ran as an arm’s length company under various names until it became part of
the Department of Tourism and Leisure under the terms of the Government
Departments Act 1987.

7.1.2

We assume that it would be set up as an actual company, say Bus Vannin Ltd,
with all shares owned by the Isle of Man Government. It would have a board
with directors comprising senior company employees, political representatives
and non-executives.

7.1.3

There is in existence a dormant government-owned private limited company,
Isle of Man National Transport Ltd, with Treasury Officials as directors which
could be used for this, but it might also be called upon by the rail review.

7.1.4

Some of the arms-length municipal companies had council (we assume here
DOI) officers on the board and it was common to have an employee director.
Traditionally the board would meet fairly infrequently and would chiefly decide
on political and strategic matters and major items of expenditure;

7.1.5

As the shareholder we would assume the presence of officers from Treasury on
the board or committee and also from DOI. Non-executives would be
appointed for their usefulness. It might, for example, be useful to have a
former director of an off-island bus operator, there might be felt to be the
need for financial expertise or representation by some other island
undertaking or body. Above all, non-executive directors should fulfil a
requirement and not just simply be appointed just to have non-executives.

7.2

Relationship to Government

7.2.1

As sole shareholder, the government, through DOI and the Treasury would
play a key role in holding the board to account and setting budgets, targets
and approving major expenditure or major change.

7.2.2

We would assume that DOI would wish to retain its role in setting farescales
and would probably hold responsibility for appointing the board and the
company directors.

7.2.3

We envisage the relationship being similar to that with the Manx Utility
Authority, although there already is a ‘regulator’ of sorts in the form of the
RTLC. RTLC could have an enhanced role similar to the off-island Traffic
Commissioners in monitoring compliance with timetables.
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7.2.4

The arms-length operator would be required to complete annual accounts and
period-based KPIs.

7.3

Legislation Required

7.3.1

Bus Vannin is not currently a legal entity. Therefore we do not consider any
legislation to set-up and transfer assets to an arm’s-length company would be
required. The dormant transport company could be used. This reflects the UK
1985 Transport Act which included a clause compelling local authorities to set
up arm’s length companies, but the local authorities themselves did not need
any specific legislation to allow them to actually do so.

7.3.2

However, if it was felt to be necessary, a ‘Bus Vannin Act’ could be passed
which spelled out the roles and responsibilities and the new structure and how
the company was to be financed.

7.4

Costs

7.4.1

There would be costs involved in changing the structure and company name.
The staff would have to be transferred to be employed by Bus Vannin Ltd4, all
licences would need to reapplied for and all external contracts would need to
be revised. There would need to be some sort of legal contract drawn up for
the use of DOI equipment and resources, most notably Banks Circus.

7.4.2

The option would exist to decouple ‘Bus Vannin Ltd’ from its use of shared
service functions but this is not a necessity – services could be purchased from
the departments instead. If all functions were brought in-house then there
would be some implied transfer of staff and the issues of redundancy or a
reasonable offer of alternative employment would need to be considered.

7.4.3

It is worth pointing out that some employees did not transfer to the UK arm’s
length companies when they were set up. They either took redundancy or
were found other roles at the owning council.

7.4.4

Staff agreements, terms and conditions, pension liabilities and agreements on
redeployment and redundancy would all need to be reassigned.

7.4.5

The arm’s length company would require a Managing Director. Managing
Directors carry a level of personal risk due to their responsibilities such as
being personally responsible for the health and safety of employees and
possible personal prosecution for corporate manslaughter etc. The
employment tenure of Managing Directors is also less secure with sudden
departures and ‘gardening leave’ not unknown, even in publicly owned
operations. We would therefore expect the MD to have a salary significantly
higher than the General Manager’s salary under the previous option.

4 4

Probably most easily achieved by the use of the existing dormant National Transport Ltd company.

©The TAS Partnership Limited ▪ May 18

Isle of Man Government Bus Service Review ▪ The ‘Arm’s Length’ Option ▪ 52

7.4.6

There would be some additional costs for directors to attend board meetings.
The subvention would need to become a legal agreement between DOI and
‘Bus Vannin Ltd’ and as such the need to identify precisely what it was funding
would be of increased importance. There is, however, a benefit for the Isle of
Man in that EU State Aid rules do not apply.

7.5

Strengths

7.5.1

The main advantage of an arm’s length company is in the name. It is detached
from government and political process to a large degree and must balance its
own books and trade as a going concern. The expected level of profit would be
set by its owner, where ‘profit’ would include the subvention as income.

7.5.2

As a stand-alone unit all costs and revenues would be much more strictly
controlled and auditable.

7.6

Weaknesses

7.6.1

The relationship between DOI and the operating company needs to be much
more contractual and ‘official’. The same would apply to other departments for
whom Bus Vannin works.

7.6.2

Under the current method of financing Bus Vannin would actually be akin to
the early 1980s relationship between local authorities and bus operators.
“Your subvention this year is £x, what can you operate for this?” In the event
that subvention (plus revenue) is insufficient to cover all costs of operation
there would need to be some dialogue between DOI and Bus Vannin to decide
what to remove or change.

7.6.3

Once established as an arm’s length company it is much easier for the decision
to be made to sell the business as the process of establishing true costs and
revenue would provide a sound basis for the next step and potential
purchasers would have all the available information to undertake the due
diligence process.

7.7

Non-core Activities

7.7.1

Nothing prevents the continued provision of services for other Departments,
but these activities would need to be detailed in a series of Service Level
Agreements and costs agreed and firmly pinned down. There would be some
cost incurred in negotiating and managing these agreements.
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7.8

Railway

7.8.1

If it was the government’s wish, the new company could in fact encompass the
whole delivery side of Transport Services and not just the bus operation.
Rather than Bus Vannin Ltd it could return to being ‘Isle of Man Transport
Services Ltd.’ The setting up of an arm’s length company does not necessarily
require a divorce of bus and rail activities.

7.9

Likelihood of Success and Long-term Prognosis

7.9.1

Establishment of arm’s length companies has been a successful process in all
sorts of fields. The remaining nine municipal operations in the UK have
operated in this way for over thirty years. The most successful have been
those that have been allowed to operate truly separately without undue
political influence.

7.9.2

Some of those that have failed have done so because political control and
insistence upon maintaining unprofitable services without financial support has
left a weak business producing little or no profit and this risk would exist for
an arm’s length Bus Vannin in the absence of accurate and appropriate
management and financial information, although this argument applies equally
to any public ownership model.

7.9.3

But largely the arm’s length companies that have failed have done so due to
economic circumstances – either the business was too small to be sustainable
or it succumbed to competitive forces. The latter is not going to apply in the
Isle of Man.

7.9.4

Many of the original municipal arm’s length companies were sold to their
management or management and employee buy outs. These tended not to
survive offers of amounts of money from the larger groups. One of the
longest-lived buy-outs was Preston Bus, which lasted sixteen years until
severe competition from Stagecoach forced its sale.

7.9.5

One notable aspect of recent years of the smaller arm’s length companies is
that they have struggled to be able to find the finance to buy new vehicles and
instead have relied on secondhand mid-life vehicles (of roughly the age where
Bus Vannin disposes of vehicles) and in some cases even these have been
leased. They simply have not produced sufficient profit to invest.

7.9.6

Concessionary fares reimbursement is another aspect which has reduced
income for the arm’s length companies too. They are equally affected by
reduced reimbursement rates as other operators.

7.9.7

One further millstone around their necks has been pension liability. Most still
have members on more generous pension schemes than circumstances allow,
particularly those remaining in the Local Government Pension Schemes. In
several cases, the owning local authority has been forced to take on pension
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liabilities. It is notable that a number of the more recent sales has followed
transfer of pension obligation.
7.9.8

Finally, we must consider the advantages of this approach compared to the
‘Corporation Transport’ structure in the previous section. Taking the next step
to becoming an arm’s length company is only worthwhile if Bus Vannin was
then left to be master of its own operations, the network provided and
probably fares charged.

7.9.9

However, it is our view that with the level of micro-politics prevalent on the
island, with local issues being major factors, it is highly unlikely that an arm’s
length company would be allowed to have the level of commercial freedom
needed. What then is the advantage of restructuring?
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8‘Simple’ Sale

8

8.1

Introduction

8.1.1

This section looks at the prospect of a simple sale of Bus Vannin on the open
market. We presume that sale would be to the highest bidder.

8.1.2

One fundamental aspect to consider is whether the entity would be offered for
sale to its management and/or employees and whether they would be offered
advantageous terms, as applied to the National Bus Company under the UK
1985 Transport Act. Successful management or employee buyouts, however,
need a stable senior structure during the buyout phase.

8.2

Relationship to Government

8.2.1

Once the sale has gone through, all relationships with Bus Vannin will be
between the DOI and a private monopoly company.

8.3

Legislation Required

8.3.1

Bus Vannin would need to be turned into a separate legal entity in order to sell
or rather to define exactly what is being sold. There might be some
requirement for further legislation to allow the DOI to sell the bus company.

8.3.2

While not specifically needing legislation, the terms of the contract would need
to be very firmly laid down between the DOI and the company.

8.4

Costs

8.4.1

There would be cost involved in setting up a separate entity in order for it to
be sold. Then there would be significant legal cost during the sale process and
in the final sale. Then there would be legal costs in drawing up contracts
between the government agencies and the new company.

8.4.2

Dependent on the nature of the sale there may be costs associated with
redundancy (up to a maximum of £3.7m) if it is decided that the employment
terms and conditions are not reasonable alternatives and the possibility of
disposing of young vehicles at far less than their value if the purchaser
brought in its own fleet. However, the Isle of Man Government could offset
this latter part by insisting that the current fleet forms a non-negotiable part
of the sale.
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Calculation
8.4.3

If the only group to have significantly changed Terms and Conditions is the 56
bus drivers on the pre 2014 rates then the estimate of redundancy cost is
approximately £1.5m - £2.2m, depending on length of service

8.4.4

If the 36 drivers on the 2014 Terms and Conditions have a significant change
the additional estimated cost of redundancy would be approximately £200k,
depending on the length of service

8.4.5

If the remaining bus management, supervision, engineering and
administrative staff also have a significant change in Terms and Conditions the
estimated cost of their redundancy would be approximately £1.3m, depending
on the length of service

8.4.6

This puts the total estimate to £3.0 – 3.7m.

8.5

Strengths

8.5.1

The sale of the company would be expected to raise a significant sum for the
DOI. A very broad brush estimate would initially suggest between £5m and
£6m, but ultimately the price would depend on the extent of the pension
liability falling upon the purchaser (see below) and on the DOI’s decision that
it wishes to retain ownership of the Banks Circus property. The pensions issue
could reduce the sale price to a nominal value.

8.6

Weaknesses

8.6.1

Fundamentally the principle of a private company having a monopoly of the
supply of public service to the Isle of Man Government is a significant step
away from the current delivery model and not without risk. In effect this would
introduce a single company permanent franchisee. The only feasible way in
which this could work is an arrangement of the type seen under the direct
award franchise agreements between the UK government and rail operators
with an agreed profit margin for the operator. We can also foresee a
preference for Manx ownership.

8.6.2

Any company wishing to purchase Bus Vannin would wish to go through a
complex due diligence process led by legal representatives which would
occupy much time of officers and staff on the island to produce the relevant
figures. After this process there is no guarantee a bidder would make an offer,
it could withdraw at any time.

8.6.3

While the staff retain a final salary pension arrangement it is unlikely that any
operator would wish to be involved. The only way they would is by changing to
a less generous pension arrangement which is likely to bring about industrial
unrest.
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8.6.4

Similarly, if the DOI specifies the routes to be operated and fares to be
charged the only leeway the operator would have in terms of balancing cost
and revenue would be to tackle costs, particularly wages and conditions. Of
course the alternative would be to return to DOI for greater subvention. This,
we suggest, would be politically rather more difficult than it would be for a
state-owned body.

8.6.5

Conversely, of course, if the operation was very successful financially there
would be questions raised about public (Manx) money simply going to ‘line the
pockets of shareholders’, as is oft said about the UK rail franchises.

8.6.6

We would also expect the operator to reduce to a very ‘slim’ management
team, possibly even based off-island and to carry out many other functions
off-island, including scheduling with the commensurate loss of local
knowledge. All of this would lower standards of service delivery.

8.6.7

Once sold, of course, there is nothing to prevent onward sales to another
purchaser unless the Isle of Man Government retained a ‘buy-back’ option or
restricted onward sale by covenant.

8.6.8

Finally, it is difficult to see how the operator would be incentivised to invest in
the fleet, either for new vehicles or new technology. The first could be handled
by setting a maximum fleet age but the latter is more difficult. We would
assume advances in ticketing technology would have to be partly funded by
DOI if the commercial company could not make the business case. The
investment in smartcards, for example, at upwards of £300k, would have been
difficult to justify for a relatively small operation unless it could piggy-back on
a group-wide scheme.

8.7

Non-core Activities

8.7.1

It is quite feasible that a private owner of the bus company would be keen to
retain the agreements to maintain vehicles that provide minibus services and
the ambulances on the basis that these would be commercial arrangements
with guaranteed income. Presumably this would be under a separate
contractual agreement.

8.8

Railway

8.8.1

We cannot foresee any operator wishing to purchase the Isle of Man Railway,
Manx Electric Railway, Snaefell Railway or the Douglas Bay Horse Tram. In the
latter case the DOI had to take on the horse tram operation as Douglas
Council refused to continue to support its continued operation. There would,
therefore, need to be a separation of the organisations, which would involve
the expense involved in the creation of new posts.
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8.8.2

It is unlikely that the number of new posts would be as many as the thirty or
so saved by the integration exercise and in some ways is dependent upon
whether DOI retains the marketing and information functions, but we would
suggest ten to twelve posts at a cost in salaries in the order of £400,000.
There is some potential reduction in this in that more posts could be filled
seasonally but we do not wish to prejudge the rail review.

8.9

Likelihood of Success and Long-term Prognosis

8.9.1

We cannot see this being a successful way of delivering the service or reducing
operating costs in the short to medium term. The particular circumstances of
the Isle of Man would constrain both owner and commissioner unduly and
there would probably be a long-term future of contractual disputes.
The DOI would also need to have arrangements in place to cope with operator
failure so that services continue to operate.
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9Deregulation

9

9.1

Introduction

9.1.1

We adopt the definition of ‘deregulation’ here to mean the UK system whereby
a network of routes is run on a wholly commercial basis without any state
influence or funding other than payment for the use of concessionary passes.
This ‘commercial network’ would then be supported by services and journeys
at particular times when the commercial operators do not provide a service. To
do so, the tendering authority needs to have a degree of network planning
ability.

9.1.2

Typically school, evening, rural and most Sunday services outside the major
corridors will not be commercial, nor will buses providing services around
residential areas which primarily cater for concessionary passengers, except of
course, that this assumes a lower value from a concessionary passenger.

9.2

Background to Deregulation in the UK

9.2.1

Deregulation worked largely because there were sufficient operators in most
areas to supply all the services. There was an eight month hiatus in the
registration process where the initial commercial registrations were lodged
then the local authorities decided what other services they wished to operate.
In some cases other operators took on further services on a commercial basis.

9.2.2

It is important to underline the massive savings in support costs which
followed. In part this was because subsidising low fares became illegal under
the terms of the 1985 Transport Act which affected some shires as well as
Passenger Transport Executives. But the main saving came from the move
from an ill-defined ‘network support’ figure, similar to the current subvention
on the Isle of Man, paid to the larger operators to forcing local authorities to
decide precisely what they wanted to pay for (and ideally, but not always, why
they wanted to support it). The third area of cost saving was in allowing lowercost independent operators to vastly increase their share of the market.

9.2.3

Prior to 1986 the justification for bus support was ill-defined and weak. It is
fair to say that the general process was that the local authority would set its
budget for the year then tell the operator “Your support budget this year is
£5m. What can you run for that?” But this left operators and networks at the
mercy of an annual budget process.

9.2.4

Of course with a high monetary input from the local authority, politics began
to plan the network. A familiar situation was operators reducing frequencies on
core services to save cost but being forced to maintain links which were poorly
used. Post deregulation it was notable that frequencies quickly built back up
on the core services.
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9.2.5

The major operators had a good grasp of which services made money and at
what times. In the case of the National Bus Company and Scottish Bus Group
this knowledge was backed up by extensive passenger surveys.

9.3

Relationship to Government

9.3.1

Under a deregulated system Bus Vannin would need to be completely divorced
from the DOI and run as a separate body and DOI would have to fund any
non-commercial services or journeys in order to maintain the network.

9.4

Legislation Required

9.4.1

We would assume some legislation to establish Bus Vannin as a separate
entity so that it could define its commercial network and bid for DOI contracts.
We presume some de-minimis provisions would be necessary in order to
arrange smaller add-on contracts without going through the full tendering
process.

9.5

Costs

9.5.1

All the costs involved with setting up an arm’s length company would be
incurred in preparation for deregulation.

9.5.2

In the UK, cost savings to operators and local authorities were very significant.
In the main this came from worsening of drivers’ pay and conditions and the
presence of low-cost (and admittedly often low-quality) operators to enter the
market. We cannot say with absolute certainty but our feeling is that
deregulating buses on the island would cost more than the current subvention.
The chief cause of this would be the loss of cross-subsidy from profitable parts
of the network. Without detailed revenue analysis this is difficult to estimate
but could be as much as £1m a year.

9.5.3

There isn’t the same level of cost saving in wages to be made as there was in
the UK in 1986 and dividing up the ‘network contract’ into a series of smaller
ones is not likely to achieve cost saving as there is a cost-saving synergy in
pricing ‘chunks’ of contracted work together. There is also the need for
contingency funding to replace other services in the event that an operator
cancelled a service. Thus the total level of funding is unknown.

9.5.4

If as a result of deregulation, Bus Vannin simply folded, the Isle of Man
Government would be liable for significant redundancy costs in the region of
up to £3.7m.
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9.6

Strengths

9.6.1

There are two strengths to a deregulated regime, firstly that the commercial
network is self-supporting and secondly that the funder of secured services
has to decide precisely what it wishes to pay for as an add-on.

9.7

Weaknesses

9.7.1

The fundamental weaknesses of a deregulated system on the Isle of Man are:
a) that in the absence of a route costing system, Bus Vannin would find it
difficult to define its commercial network;
b) that the extent of the commercial network is likely to be limited;
c) Isle of Man Government loses control of fares and fare increases unless it
passed legislation which permitted fares to be subsidised;
d) since the concessionary fare payments are not properly defined and nor is
the rate of reimbursement5, the actual income of any service is difficult to
quantify and
e) probably the most important aspect – there are no other bus operators on
the island to bid against Bus Vannin and thus reduce the cost of tendered
services. It is possible that Tours Isle of Man would bid for a small amount
of work but could not compete for the whole network.

9.7.2

By definition, cross-subsidy is taken away under a deregulated system. There
is no doubt that there is cross-subsidy implicit in the current operation, with
the main corridors supporting less well-used services and the main bus
network supporting the school services.

9.7.3

There is a risk to Bus Vannin that it could reduce in size beyond the level
where it functions properly. If it reduced to, say, thirty vehicles the overheads
attracted would not reduce, it would still have Banks Circus and over-generous
maintenance facilities for such a small fleet. It might easily make the entire
business unsustainable.

9.7.4

Network instability is an issue to consider too. In the early years of
deregulation in the UK, networks were very unstable and it took perhaps ten
years before there was a settling of commercial networks.

9.7.5

There needs to be a critical mass of operation for Bus Vannin to continue in its
current form, although it is difficult to define what number of vehicles forms
that critical mass. Of course Bus Vannin as a separate body could decide to
move out of Banks Circus to smaller premises which would leave it in the
hands of DOI to find alternative uses.

5

This discussed further in Task Note 5
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9.7.6

If there was a potential multi-operator situation on the island, then measures
would need to be taken to secure the continuation of the ‘Go’ smartcard
range. The likelihood must be that ownership of the system remains with the
Isle of Man Government and the online sales and back-office systems would
continue to be handled by DOI with a reimbursement process put in place to
allocate revenue to operators.

9.8

Non-core Activities

9.8.1

The non-core arrangements between Bus Vannin and other departments would
be unaffected by deregulation of bus services and could continue.

9.9

Railway

9.9.1

Rail activities would need to be separated from Bus Vannin and managed
separately. In section 5 we estimated around £400k to replace shared posts.

9.10 Likelihood of Success and Long-term Prognosis
9.10.1

The lack of other significant operators on the island suggests that deregulation
of bus services on the Isle of Man would not work. It is highly unlikely that
another off-island company would set up to operate commercial services on
the island unless they were furnished with detailed knowledge of revenue
streams. The loss of profits from core services to subsidise the loss-makers
would also, in all likelihood, lead to higher government expenditure.

9.10.2

Information on patronage and cash revenue would be easy to assemble and
provide to bidders from the ‘Ticketer’ system reports, but off-bus revenue –
particularly concessionary revenue – would first need some method of
allocating such revenue and definition of what the spend on concessions
actually is.

9.10.3

It is possible that a second operator would bid for a package of tenders and
start operation on the island, but it is difficult to see how a second operator
which would incur set-up costs, recruitment and training costs and not least
the need to acquire premises and maintenance facilities, could undercut prices
calculated by Bus Vannin. Not least among a new operator’s problems would
be the restrictions on employment and the difficulties of importing off-island
drivers in quantity.

9.10.4

Significant reduction in work could then undermine the viability of Bus Vannin
and leave the liability for redundancies with the DOI.

9.10.5

With limited data and an estimate of concessionary payments the prospects
for commercial operation on the island look limited. Given a broad brush
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approach we suggest these are the only likely commercial operations, but we
stress that this is very much an estimate:
 Services 1 and 2 Douglas to Airport and Port Erin – whole service;
 Service 3 Douglas to Ramsey – probably with some evening service (but

without X3);
 Service 5 Douglas to Peel (but not Ramsey) daytime only and
 Douglas Locals – Anagh Coar and Willaston daytime only in some form.

This is a very limited commercial operation and of the commercial services,
probably only services 1 and 2 could stand an increase in frequency having
lost the requirement for profitable services to cross-subsidise other services.
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10The Franchising Options

10

10.1 Introduction
10.1.1

The idea of franchising bus services in now enshrined in the UK Bus Services
Act 2017. In fact the legislation does refer to franchising but in fact it means
that the operators run services where all aspects – routes, frequency, times
and fares – are laid down firmly by the local authority. It is, in fact, just a
hard-and-fast operating contract.

10.1.2

The detail of the franchise and the way in which it is let are left to the local
authority. But the likelihood is that the operator will have no opportunity to
develop its revenue or product.

10.1.3

Franchises can be let in any appropriate way – local authorities could franchise
bus workings, whole services (as in London), groups of services or an entire
network (as on Jersey).

10.1.4

Note that the Jersey agreement is very unusual (see Section 13.3) in that the
franchisee takes revenue risk and therefore has the incentive to grow business
on its own account. Those proposing franchises in the metropolitan areas and
all of those in London, believe that revenue risk should lie with the transport
authority.

10.1.5

We suggest that the only feasible franchise on the Isle of Man would be a
Jersey-style ‘whole network’ contract with a similar revenue-sharing
agreement, incentivising the operator to grow revenue and allowing a large
degree of flexibility within the contract.

10.1.6

The Isle of Man Government would need to take a decision whether to
restructure Bus Vannin so that it could bid for the franchise. Then if it was
unsuccessful it would simply cease to exist, as happened to Jersey Motor
Transport (see 13.3.1).

10.2 Relationship to Government
10.2.1

The relationship between Government and franchisee is wholly contractual.
The government needs to have the network design expertise (or buy it in) and
there will be significant procurement costs involved in tying down every aspect
of the contract and evaluating the bids.

10.2.2

Note that the Government’s responsibilities, particularly with regard to PR,
would change. If buses ran late, didn’t turn up or were dirty, then the
franchisee would clearly be to blame; anything to do with timetables, service
levels, routes or fares would lie firmly in the hands of the Government, or at
the very least the DOI.
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10.3 Legislation Required
10.3.1

There would need to be a new Act allowing the franchising of the network and
also repeal of the clauses in the 2001 Road Traffic Act which allow the
licensing of other bus services.

10.4 Costs
10.4.1

If the policy decision was to allow Bus Vannin to bid for the franchise, all the
costs associated with setting up an arm’s length company would accrue.

10.4.2

The costs of setting up, advertising, evaluating bids for and awarding a
franchise should not be under-estimated. The original Connex franchise on
Jersey showed the unfortunate effect of awarding a ‘quick and dirty’ franchise.
Its replacement took two years to develop and engage in dialogue, but the
partnership approach helps to ensure that management of the contract is
minimal. CT Plus (the franchise holder) has estimated it’s at most half of an
officer’s time, with others involved as appropriate.

10.4.3

It is almost universally accepted that the franchise specification stipulates
preservation of current pay rates and conditions but this is largely governed
by TUPE. Here a franchisee could be free to set its own rates. In Ireland, in the
recently awarded franchises, the National Transport Authority has undertaken
to make up the difference between a franchisee’s pay rate and existing rates
of pay.

10.4.4

Comparisons with costs incurred by other local government bodies in
preparing for franchises is maybe unfair, as few smaller authorities have
progressed the idea in detail. Expenditure by Greater Manchester has been
truly substantial with another £11.5m allocated this year to add to a previous
£10m spend simply to develop the business case.

10.4.5

The Isle of Man operation, based on fleet size, is somewhat bigger than Jersey
but is nothing like as heavily peaked in the summer. The island is bigger
geographically but has a population about 16,000 fewer than Jersey.

10.4.6

Experience of European franchises and the first one on Jersey shows that
franchisees look for a profit margin of around eight per cent. It is not fair to
say that Bus Vannin is not designed to turn a profit, there is a need to produce
surplus to invest, but the level is likely to be below eight per cent.

10.4.7

With these comparators and knowing estimates of revenue in both places we
would put an estimate of Isle of Man annual franchise cost at between £6.5
and £7.5 million pounds for the bus network and concessions only if the
franchisee keeps the revenue. This compares with the current subvention of
around £6.1m which includes the ‘non-service’ minibuses, ambulance
maintenance and other things. Here we assume that the current subvention is
better defined, there is no change to terms and conditions, the franchisee
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builds in an optimism bias to guard against unexpected cost increases and a
profit margin of eight per cent.

10.5 Strengths
10.5.1

Under a franchise the amount of money dedicated to running the bus service
is locked into a contract for ‘n’ years. In addition the network is clearly defined
and there is thus almost an implication that it is redesigned to a degree.
Industrial relations become the responsibility of the franchisee and not linked
to the Isle of Man Government. As such a new franchisee could impose new
terms and conditions and remove some of the restrictive working practices
from day one. It would equally, however, lay itself open to an industrial disput
from day one.

10.5.2

Under a franchised system it is possible to impose penalties on the franchisee
for failure to provide services as contracted. In Guernsey, for example, the
States fined CT Plus £69k following a one day strike which led to 7.5% of
services being lost. The penalty was reused to provide an additional journey
which had been requested.

10.6 Weaknesses
10.6.1

The transition to a franchise is likely to be difficult, particularly if Bus Vannin is
not the successful bidder. There is no guarantee that all staff will transfer and
in all likelihood the new franchisee will wish to employ some existing staff prior
to day one. This would leave a period when Bus Vannin would be short of staff
and inevitably failing to run some services.

10.6.2

It may equally be the case that the existing management leaves to pursue
other career options too. The new franchisee could start operation short of
either or both buses and drivers. The finger of blame will point firmly at the
Isle of Man Government and its ‘new bus system’ and press coverage is
unlikely to be positive.

10.6.3

Franchises can be inflexible. Generally there will be some agreement set in the
contract for savings or extra costs based on certain criteria. Ideally these
would be number of buses used and hours of service provided. One of the few
downsides of the current Jersey franchise is that there is a punitive rate for
adding mileage operated. Thus when the States wanted to look at lunchtime
journeys linking St. Helier with the Further Education College the real cost of
adding the journeys was minimal but the standard charge for extra mileage
made them unaffordable.

10.6.4

Franchises can stifle innovation. There is an innate conflict between tying
down every thread of a contract specification and allowing things to change.
There are important considerations here – for example the arrival of low floor
buses in the late 1990s or the sudden popularity of mobile phone-based
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tickets which have been widely adapted. Here the situation in London reflects
this perfectly and TfL has been overtaken by the outside world now, lagging
behind in mobile ticketing and buses fitted with Wifi, for example.
10.6.5

Bus Vannin is run professionally by professional transport people. As such it
seeks to achieve the maximum out of minimum resource and has efficient
linking of services and of main services with school buses. If these are
replanned this efficiency will probably go. For example, if the franchise was
being specified you would not naturally insert a schooltime ‘hole’ in service 4
in order to fit in a school service. This sort of thing comes about from
operational experience.

10.6.6

As with the sale of Bus Vannin, pensions are likely to be a thorny issue. The
franchise might state that staff should have a final salary pension scheme but
not find any broker willing to offer such an arrangement. In the UK, the terms
of the Local Government Pension Schemes forbid employees of outside
agencies being members of the Local Government Pension Scheme. This is
quite likely to be the situation on the island too.

10.7 Non-core Activities
10.7.1

There is no reason why the franchisee should not be required to continue
these activities.

10.8 Railway
10.8.1

It is not necessary for the rail operations to be involved but equally there is no
reason why they cannot be franchised either. There are several mainly bus
franchises in mainland Europe which include operations on rails including
heritage rail lines.

10.9 Likelihood of Success and Long-term Prognosis
10.9.1

Franchises can work successfully given the reservations above. But essentially
the service delivered is only as good as the specification and the franchisee.
The franchising body can find itself, as Jersey did first time round, with an
inflexible operator sticking to the letter of the franchise documentation and
with no incentive to grow ridership or revenue. Or it can find a cooperative
partner with a flexible approach and an interest in growing the market.

10.9.2

This stark choice, of course, reappears every time the franchise is relet.

10.9.3

Finally, in effect Bus Vannin provides a virtual (but unending) franchise-type
regime now. Timetables are agreed with DOI and overseen by RTLC; fares are
set by the minister; vehicles are purchased by the government; there is a
single brand; a multi-modal smartcard system and the subvention is set at the
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beginning of the financial year. All of these things are key objectives of those
promoting bus franchises in the UK.
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Table 3: Analysis of the Effects of Different Regimes
Aspect

Change in cost to
Isle of Man
Government from
regime change

‘Do Nothing’

None

Potential Areas for
££ Drivers’ conditions;
Government Cost
admin and supervisory
Saving or Reaction to pay rates, minibus
Decrease in
review; poorly
Subvention
performing services;
schools review;
concessions; fare
increase

‘Corporation’ Option

Arm’s Length Company

Sale to Private Operator

Deregulated System

Franchise

£ Small additional cost to
establish and maintain
committee. Possible extra
posts to separate bus and rail
functions.

££ Small additional cost to
establish and maintain board
and initial set-up cost (transfer
of contracts etc.). Possible
extra posts to separate bus and
rail functions.

£ Significant income from sale.
Offset by ongoing need for
contract arrangement with new
company. Increase in
subvention to cover operator’s
profit margin c8%. Extra posts
to separate bus and rail
functions.

££ Admin cost in arranging
contracts for non-commercial
work; Overall cost increase
likely as cross-subsidy is lost.
Tender prices likely to exceed
current cost. Extra posts to
separate bus and rail functions.
New skills required at Isle of
Man Government in contract
handling.

£££ Significant procurement
and legal costs. Franchisee
likely to build in profit margin
c8%. Variations to contract
likely to be expensive.
Possible extra posts to
separate bus and rail
functions. New skills required
at Isle of Man Government in
contract handling.

££ Drivers’ conditions; admin
and supervisory pay rates,
minibus review; poorly
performing services; schools
review; concessions; fare
increase

££ Drivers’ conditions; admin
and supervisory pay rates,
minibus review; poorly
performing services; schools
review; concessions; fare
increase

Limited – only as a result of
negotiation with the operator
leading to reduced contract
payments; fare increase

£ Main way of decreasing
government spend is by not
letting some contracts; minibus
review; poorly performing
services; schools review;
concessions; fare increase

Franchise likely to be tightly
specified so any significant
change will need contract
renegotiation or be
addressed at the time of
franchise change. Subvention
levels would be fixed for
duration of franchise.

Network and Route
Stability

As now – annual review As now – annual review and
and adaptable
adaptable

As now – annual review and
adaptable

None guaranteed; some
limitations could be placed on
sale terms or by contractual
arrangement

None and likely to be poor –
especially at the outset

Fixed and static, except by
contract change

School service
Provision

As now – annual review As now – annual review and
and adaptable
adaptable

As now – annual review and
adaptable

Likely to be arranged through
contract – needs variation to
change in response to
demographic changes

Likely to be arranged through
contract – needs variation to
change in response to
demographic change

Fixed and static. Separation
of commissioner and
deliverer. Change negotiated
by a series of contract
changes.

Fares

Department agrees
fares

Department agrees fares

Department agrees fares –
Department can only hold fares No influence over commercial
may need extra subvention if
down if subsidy is provided
fares – needs subsidy to keep
not at commercial level – could
to ‘island scale’
be offset by longer-period
agreements on subvention

Set in contract – usually with
an agreed annual change
formula.

Concessions

Current informal
arrangement covered
by subvention

Current informal arrangement
covered by subvention, but
clarity on cost desirable

Current informal arrangement
covered by subvention, but
clarity on cost desirable

Would need to have a formal
Would need to have a formal
Specified in contract – but
‘scheme’ and basis for payment ‘scheme’ and basis for payment contract price will reflect this
of revenue foregone
of revenue foregone

As now

As now

As now initially but likely to
change in the long term

None. Dictated by who wins
contracts or operates
commercial services.

Could be specified in
contract, but not guaranteed.
New franchisee might
assume fundamental change

Failure not possible – it is a
government owned company

The only rescue option would
be to give IoMG the legal ‘stepin’ right to continue using the
company’s assets.

Depends on the number of
operators – it might be possible
to transfer to other operators
or for the IoMG itself to step-in
as operator of last resort

The only rescue option would
be to give IoMG the legal
‘step in’ right to continue
using the franchisee’s assets.

Employment Security As now
for Road Staff

Provision for Failure
of the business

Failure not possible – it Failure not possible – it is a
is a government
government department
department
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Aspect

‘Do Nothing’

‘Corporation’ Option

Arm’s Length Company

Sale to Private Operator

Deregulated System

Franchise

Links to Rail
Activities

As now

As now

As now with some formalisation
of ticketing arrangements and
change to management and
supervision

Divorced. Would need
Divorced. To have ‘all island’
Divorced but joint ticketing
formalisation of joint ticket
tickets would require a
could be specified in the
acceptance and a formal way of ‘scheme’ set up on a legal basis contract
dividing revenue
and a formal way of dividing
revenue.

Long term future

As now

As now

As now

Not guaranteed – may sell on
to another owner

Dependent on available funding Dependent on available
funding and subject to hiatus
at every franchise renewal

Non – core activities
(minibuses,
ambulance
maintenance, free
school meal admin)

As now

As now but with possible firmer As now but with firmer
contractual relationship
contractual relationship

Would only continue if there
was a guarantee of income

Not feasible unless a dominant
commercial operator emerges

Could be specified as part of
the franchise

Role of Road
Transport Licensing
Committee

As now

As now

As now

Additional monitoring role to
ensure compliance with licence

Additional monitoring role to
ensure compliance with
licences and to ensure that
secured services do not
compete with commercial
services, also to put conditions
on licences to limit standblocking etc. Could also limit
applications designed as
spoilers – running five minutes
ahead etc.

Would be obliged to accept
all services specified in
franchise. Also requires
monitoring role to ensure
compliance with contract

Government
As now
Influence on Services

As now but potential buffer
through governing committee.

As now but potential buffer by Limited to fares and
the presence of company board concessions. No control over
of directors.
private company’s activity

None on commercial services

Key role in franchise
specification. After that
limited – everything tied
down by contract - until
franchise renewal.

Use of Shared
Services

As now but costed

Potential to take building,
payroll and finance in-house –
offset by reduced cost to
departments

Would cease. Functions taken
in-house might be carried out
off-island. Potential
redundancies.

Depends on the terms of the
franchise. Most franchisees
likely to take functions inhouse and probably offisland. ‘Systems’ difficulty in
handling finance for outside
body.

As now

Would cease. Functions taken
in-house might be carried out
off-island. Potential
redundancies.
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11Benchmarking Bus Vannin

11

11.1 Introduction
11.1.1

This section aims to provide as much comparator data as possible with the
information in Chapter 3.

11.2 Demographics
11.2.1

Table 4 sets out some of the key demographic and employment statistics
found from the last census and the March 2017 Labour Market Report.

Table 4: Key Demographic Statistics (2016 Census)
Population

Population
per KM2

83,314

% Population
under 16

146

17.1%

% Population Population Economical % Economic
over 65
Aged16-74 Active 16-74
Active

21.9%

62,416

41,636

66.7%

11.3 Fleet and Services
11.3.1

Bus Vannin has 68 buses for mainstream services and a peak vehicle
requirement of 53. The proportion of spare buses is kept high due to the
difficulties of transporting spares to the island as discussed in 3.19.

11.3.2

Bus Vannin operates 55 public bus routes which form fifteen route groups.
Table 5 splits these down into frequency groups. The proportion ignores less
than daily services. Unlike the operators being compared against, Bus Vannin
does not have the opportunity to easily expand beyond its current operating
area to gain new patronage.

Table 5: Bus Services Operated by Bus Vannin
Mon – Fri
Frequency

At least every Every 12 –
10 mins
20 mins

Every 30
mins or less

Less than
Daily

% High
Frequency

% Mid
Frequency

Daytime

0

1

11

3

0.0%

8.3%

Evening

0

1

4

0

0.0%

20.0%

11.4 Fares
11.4.1

Fare changes are proposed by Bus Vannin and agreed by the Department of
Infrastructure. It is broadly distance based and is on a simplified scale with
only a few values, all (including half fares) rounded to the nearest 10p. Bus
Vannin then has the freedom to introduce and price any ‘add-on’ products:
Day Tickets, Multi-journey carnets and the like. Table 6 sets out the fares for a
three mile journey as if it were part of the TAS National Fares Survey. Both
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mobile tickets and contactless payment are expected to be introduced at Bus
Vannin imminently.

Table 6: Bus Vannin Fares
Average
single

£1.30
11.4.2

Average
Day

Average
Week

£7.00

£23.00

Smartcard?

Yes

Mobile
Ticketing?

No

Contactless?

No

Bus Vannin offers a 50% discount for children outside of school journeys,
journeys to and from school are 30p with a Go School card. The Go School
card is also available for 16-18 year olds. The new Go Easy card range
includes 50% discount for 16 & 17 year olds whilst the Go Easy 18-21 gives
25% discount for that age range.

11.5 Concessionary Travel
11.5.1

IoM Concessionary passes are valid for free travel on buses except before
0900 and between 1600 and 1730 Monday to Friday. Disabled passes are not
subject to the afternoon restriction. At other times passholders pay half fare
except that disabled pass holders pay full fare on night buses. Passes are valid
on the Isle of Man Railway and the Manx Electric Railway (plus Snaefell)
without the afternoon restriction, however this only entitles the holder to half
fare and not free travel.

11.5.2

Payments to Bus Vannin for concessionary fares are part of the agreed
subvention each year. However, using sample data that we have we can come
up with an approximate figure for the spend on concessionary fares, using the
average adult fare and a 50% reimbursement rate:
 We estimate just over 700,000 concessionary trips per year;
 the average adult single fare is £1.87, thus reduced by 50% = 94p.
 We estimate concessionary fare spending on the island to be in the region

of £660k per annum.
But note we do have some reservations whether concessions are recorded on
the railway and tramways experience under-recording as uses appear very
low.

11.6 Financial Performance
11.6.1

The financial performance for Bus Vannin in the 2016/17 financial year is set
out in Table 7 below with comparisons against 2015/16 and 2011/12 in Table
8. Table 7 includes the subvention of £4,943 in the revenue figure. Subvention
is set simply to balance the gap between cost and revenue.
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11.6.2

The revenue per vehicle figure is lower than expected due to high percentage
of spare vehicles and the heritage fleet at Bus Vannin. Note that revenue
figures are quoted before subvention payment in Table 8.

Table 7: Estimated Financial Performance 2016/17
Revenue Operating
Operating
Revenue per Revenue per Cost per
(‘000) Cost (‘000) Profit (‘000)
Employee
Vehicle*
Employee

£8,725

£8,725

£0

£65,112

£128,309

Cost per
Vehicle

£65,112 £128,309

* Excludes separate minibus fleet

Table 8: Financial Performance Trend
Fares Revenue
2015/16 (‘000)

£3,537

Fares Revenue
2011/12 (‘000)

£2,567

Revenue
Revenue
change 1 year change 5 years

3.9%

37.8%
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12Bus Operators

12

12.1 Introduction
12.1.1

This section looks at operators which share some commonality with Bus
Vannin either in ownership type or operating reach.

12.2 Blackpool Transport
12.2.1

Blackpool Transport Services (BTS) is owned by Blackpool Council, a unitary
authority, although it does also operate services into parts of the Wyre and
Fylde District Council areas, having purchased neighbouring Fylde Borough
Transport. As well as bus services BTS is also responsible for maintaining and
operating the Blackpool Tramway which includes heritage operations.
Demographics

12.2.2

Table 9 sets out the main demographic properties of the Blackpool Council
area whilst Table 10 sets out employment statistics.

Table 9: Blackpool Demographics (2011 Census)
Population

Population
per KM2

142,065

% Population
under 16

% Population
over 65

17.9%

19.2%

4,073

% Households
without a car

% Households
with 1 Car

36.7%

42.7%

Table 10: Blackpool Employment Statistics (2011 Census)
Population
16-75

103,813

Economic
Active

% Population
Economic Active

68,540

66.0%

Full Time Part Time

34,230

14,836

Bus to
work

Bus to
work %

5,252

7.7%

Staffing
12.2.3

There are eight directors at BTS including two councillors. The 2016/17
accounts states that there are 568 Traffic and Engineering staff and 87
Administration staff.

12.2.4

Blackpool Transport’s wage levels are not publicised.
Fleet and Services

12.2.5

BTS currently operates 140 vehicles all from the same depot. In 2015 BTS
signed an exclusive supplier deal with Alexander Dennis (ADL). This means all
new vehicles will be built by ADL which includes an understanding that they
will be bought back after five years as part of the fleet replacement
programme. As part of this deal a new ‘Palladium’ brand was launched which
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sees buses operating under this brand having free Wi-Fi, at seat charging
points and leather seating. The second batch onwards of Enviro 400 City’s
include some seats upstairs grouped around tables. This upgrade of the fleet is
being funded through debt (some additional £8m on 2016/7).
12.2.6

In order to make its fleet 100% accessible, in 2012 BTS purchased fifeteen
(later increased to 31) ex-Bus Vannin double deck buses with the expectancy
of operating them for at least ten years. However both a change in purchasing
policy and a decrease in reliability have seen these buses only last for around
five years.

12.2.7

BTS currently runs fourteen public bus services, Table 11 splits these down
into frequency groups. BTS does not operate any evenings only services.

Table 11: Bus Services Operated by Blackpool Transport
Mon – Fri
Frequency

At least every Every 12
Every 30
10 mins
– 20 mins mins or less

% High
Frequency

% Mid
Frequency

Daytime

0

8

6

0.0%

57.1%

Evenings

0

0

12

0.0%

0.0%

Fares
12.2.8

BTS has four fare values for single fares based on distance travelled ranging
from £1.30 to £2.70. All multi-journey tickets are valid on both bus and tram
services whilst the day ticket is supplemented by a 24hr version at the same
price. Table 12 sets out the results from the TAS National Fares Survey 2017
for BTS.

Table 12: National Fares Survey 2017 Results – Blackpool Transport
Average
single

£2.10
12.2.9

Average
Day

Average
Week

£5.00

Smartcard?

£14.50 No

Mobile
Ticketing?

Yes

Contactless?

No

BTS offers both child and Young Persons’ fares on a commercial basis, the
latter covering the 16 – 19 age range. The range of Child tickets mirror those
offered to Adults but at around 50% discount, Young Person’s tickets only
come as 24hr, week or month validity at around 20% discount on Adult fares.
A Family version of the 24hr ticket is also available valid for one adult and up
to four children or two adults and up to three children. A Group version of the
24hr ticket is available for up to three adults.
School Buses

12.2.10

Blackpool Council is highly unusual amongst local authorities in the UK in that
instead of going to open tender, it awards all school bus contracts (including
swimming services) to itself under Teckal provisions. In 2010 Blackpool
Council did put school services out to tender for a year, however the deadline
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for bids was less than a month before the start date of the contract, thus it
would have been very difficult for anyone except the incumbent operator
(BTS) to provide the service.
12.2.11

More contentiously it followed the same process with the concession to
operate the tramway.
Concessionary Travel and Supported Services

12.2.12

Concessionary passes are valid on buses 09:30 – 23:00 Monday to Friday and
all day at weekends and bank holidays. Only holders of either a Blackpool
Council or Wyre District Council concessionary pass are entitled to free travel
on the tram, this is to the same time restrictions as on bus. The latter is a
discretionary extension to concessions funded wholly by the Council.

12.2.13

As a unitary authority, Blackpool Council is also a Transport Concessionary
Authority (TCA). Table 13 sets out the expenditure, journeys and cost per
journey for the concessionary scheme in the 2016/17 financial year along with
spend on subsidised bus services.

Table 13: Blackpool Public Transport Spend Statistics 2016/17
Concessionary
Expenditure (‘000)

Concessionary
Journeys (‘000)

Cost per
journey

Operator
Support (‘000)

£4,374

3,821

£1.14

£434

Financial Performance
12.2.14

The financial performance for BTS in the 2016/17 financial year is set out in
Table 14 below with comparisons against 2015/16 and 2011/12 in Table 15.
Note that after paying a dividend to its owning council of £570k and other
costs BTS recorded a substantial trading loss.

Table 14: Financial Performance 2016/17
Revenue
(‘000)

£22,588

Operating
Operating
Revenue per Revenue per Cost per
Cost (‘000) Profit (‘000)
Employee
Vehicle*
Employee

£17,142

£5,446

£34,485

£142,962

Cost per
Vehicle

£26,171 £108,494

* Includes 140 buses and 18 trams

Table 15: Financial Performance Trend
Revenue
2015/16 (‘000)

£22,602

Revenue
2011/12 (‘000)

£19,643

Revenue
Revenue
change 1 year change 5 years

-0.1%

15.0%
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12.3 Halton Transport
12.3.1

Halton Borough Transport (HBT) is an arm’s length municipal company owned
by Halton Borough Council. Halton Borough covers the towns of Runcorn and
Widnes although HBT also operates into Warrington and Merseyside.
Demographics

12.3.2

Table 16 sets out the demographic properties of the Halton Borough Council
area whilst Table 17 sets out the employment statistics.

Table 16: Halton Borough Demographics (2011 Census)
Population

Population
per KM2

125,746

% Population
under 16

% Population
over 65

19.8%

14.7%

1,590

% Households
without a car

% Households
with 1 Car

27.0%

43.0%

Table 17: Halton Borough Employment Statistics (2011 Census)
Population
16-75

Economic
Active

% Population
Economic Active

92,708

63,411

68.4%

Full Time Part Time

37,219

13,102

Bus to
work

Bus to
work %

3,843

6.1%

Staffing
12.3.3

There are seven directors at HBT including one councillor. The 2016/17
accounts state that there are 158 members of staff split:
 128 Traffic;
 17 Engineering and
 13 Admin.

12.3.4

HBT pay new drivers £9.93 per hour increasing to £11.00 per hour after two
years.
Fleet and Services

12.3.5

HBT currently operates 74 vehicles from its Widnes depot, none of which are
double deck. Latterly, HBT has relied heavily on mid-life second hand vehicles
for its fleet replacements, most recently fourteen 2009 registered Scania
OmniCity single decks from Metrobus (Crawley). Apart from the Scanias and
two Optare Solos the rest of the fleet are all Dennis and ADL vehicles with a
variety of bodywork. Average age of the fleet is high.

12.3.6

HBT currently runs sixteen public services combined into nine service groups,
Table 18 splits these groups into frequency. From the beginning of
deregulation the nature of HBT’s network changed fundamentally from the
provision of local journeys centred on Widnes to an increasing reliance on

©The TAS Partnership Limited ▪ May 18

Isle of Man Government Bus Service Review ▪ Bus Operators ▪ 82

interurban services into Liverpool and into Runcorn New Town which
capitalised on the weakness of the local former National Bus Company
subsidiary.
12.3.7

One interurban route is now run as a Quality Partnership jointly with Arriva
North West. HBT now operates very few buses wholly within Halton due to
competition from smaller operators such as Selwyn’s of Runcorn, however it
does operate a large number of school services in neighbouring St Helens.
Only one of HBT’s evening services is not operated by them during the
daytime.

Table 18: Bus Services operated by Halton Transport
Mon – Fri
Frequency

At least every Every 12
Every 30
10 mins
– 20 mins mins or less

% High
Frequency

% Mid
Frequency

Daytime

1

3

3

14.3%

42.9%

Evening

0

0

3

0.0%

0.0%

Fares
12.3.8

Halton has a distance based fare scheme which varies from route to route.
Table 19 sets out the results from the TAS National Fares Survey 2017 for
HBT. HBT and Arriva accept the Halton Hopper multi-operator season ticket
administrated by Halton Borough Council.

Table 19: National Fares Survey 2017 Results – Halton Transport
Average Average Average
single
Day
Week

£2.41

£4.00

Smartcard?

£16.00 No

Mobile
Ticketing?

No

Contactless?

No

12.3.9

HBT participates in the My Ticket scheme which offers all day bus travel in
Merseyside and Halton for £2.20 for those aged 18 and under although
children can buy an HBT only day ticket for £2. A child Halton Weekly Saver
(valid on all HBT services) offers just over a third off the adult price whilst
students receive a 12% discount.

12.3.10

HBT offers a family version of the day ticket which is valid for up to two adults
and two children or one adult and three children. It is priced at twice the adult
day ticket so the two adult two child format offers the better value for money.
Concessionary Travel and Supported Services

12.3.11

Concessionary passes are valid on buses after 09:30 Monday to Friday and all
day at weekends and bank holidays. As a unitary authority, Halton Borough
Council is also a TCA. Table 20 sets out the expenditure, journeys and cost per
journey for the concessionary scheme in the 2016/17 financial year along with
the amount spent on supported bus services.
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Table 20: Halton Public Transport Spend Statistics 2016/17
Concessionary
Expenditure (‘000)

Concessionary
Journeys (‘000)

Cost per
journey

Operator
Support (‘000)

£2,269

1,847

£1.23

£749

Financial Performance
12.3.12

The financial performance for HBT in the 2016/17 financial year is set out in
Table 21 below with comparisons against 2015/16 and 2011/12 in Table 22.

Table 21: Financial Performance 2016/17
Revenue
(‘000)

Operating
Cost (‘000)

£7,007

Operating
Profit (‘000)

£6,155

Revenue per
Revenue
Cost per Cost per
Employee
per Vehicle Employee Vehicle

£852

£44,348

£94,689

£38,956 £83,176

Table 22: Financial Performance Trend
Revenue
2015/16 (‘000)

Revenue
2011/12 (‘000)

£6,888

Revenue
Revenue
change 1 year change 5 years

£5,645

1.7%

24.1%

12.4 Newport Transport
12.4.1

Newport Transport (NT) is an arm’s length municipal company owned by
Newport City Council. As well as operating in the Newport area, NT operates
services into Cardiff, Torfaen and Monmouthshire council areas. Alongside
public bus services NT also offers:
 Executive and airport transfer services
 Coach and vintage bus hire
 Fleet maintenance and MOT servicing
 HGV, PSV and CPC training

Demographics
12.4.2

Table 23 sets out the demographic properties of the Newport City Council area
whilst Table 24 sets out the employment statistics.

Table 23: Newport Council Demographics (2011 Census)
Population

145,736

Population
per KM2

765

% Population
under 16

% Population
over 65

20.2%

16.3%

% Households
without a car

27.9%

% Households
with 1 Car

41.4%
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Table 24: Newport City Employment Statistics (2011 Census)
Population
16-75

Economic
Active

% Population
Economic Active

105,141

71,011

67.5%

Full Time Part Time

39,177

15,531

Bus to
work

Bus to
work %

5,094

7.2%

Staffing
12.4.3

There are eleven directors at NT, including four councillors and one Local
Authority Officer. The 2016/17 accounts states that there 222 members of
staff split:
 139 Service;
 56 Maintenance;
 27 Administration.

12.4.4

NT pay new drivers £7.93 per hour increasing to £9.00 per hour after six
months. Drivers start with 20 days holiday (excluding bank holidays)
increasing to 25 days after five years of service.
Fleet and Services

12.4.5

Newport Transport currently operates 91 vehicles from its Newport depot. The
average fleet age is currently around 10.5 years, this is down to the majority
of vehicles purchased over the past five years being second-hand. There is a
high level of uniformity with the fleet mostly consisting of Scania and ADL
buses.

12.4.6

NT owns three Mercedes-Benz Sprinter 45s for use on three DRT routes, these
should be booked 24 hours in advance but bookings are accepted up to 17:00
the previous working day. Fares and concessions are the same as on standard
bus routes as are the drivers. The DRT routes cover sparsely populated areas
within the Newport City Council boundary, buses are available Monday –
Saturday 07:30 – 18:30. When booking the trip the passenger specifies what
time they want to travel, where they want to be picked up from (the bus stop
nearest their home) and which of the designated drop off points they wish to
travel to. The designated drop off points include the city centre and hospital
along with local supermarkets and health facilities.

12.4.7

NT operates 46 public services routes, combined into 26 route groups. These
are grouped by frequency in Table 25 below. Only one of NT’s evening services
is not operated by them during the daytime.
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Table 25: Bus Services Operated by Newport Transport
Mon – Fri
Frequency

At least every Every 12
Every 30
10 mins
– 20 mins mins or less

% High
Frequency

% Mid
Frequency

Daytime

3

6

17

11.5%

23.1%

Evening

0

0

11

0.0%

0.0%

School services are tendered a single package by Newport City Council. In
2015 New Adventure Travel won the contract from NT, which led to the
introduction of a number of high frequency services competing directly with
NT. Despite the original contract supposedly lasting for four years it was retendered in 2017 with NT winning this time. This has led to the reduction in
New Adventure Travel’s competing services.

12.4.8

Fares
NT uses a zone based fare system, with the two urban zones having a flat fare
and the third zone being on a mileage based scale. Table 26 sets out the
results from the TAS National Fares Survey 2017 for NT.

12.4.9

Table 26: National Fares Survey 2017 Results – Newport Transport
Average
single

£1.80
12.4.10

Average
Day

£3.63

Average
Week

Smartcard?

£15.50 Yes

Mobile
Ticketing?

No

Contactless?

No

NT offers a family day ticket for up to two adults and three children. The child
fare scheme is different to most companies, under 16s get around 40%
discount and 16-18 year olds get around a 55% discount.
Concessionary Travel and Supported Services

12.4.11

Concessionary pass holders can travel free all day on buses under the Welsh
national scheme and, unlike in England, the passes are available for 60 year
olds and over. Newport City Council manages the All Wales Concessionary Bus
Pass scheme for Newport residents and for residents of Monmouthshire on
behalf of Monmouthshire County Council. In 2016/17 Newport City Council
spent £3.9m on concessionary fares alongside £458k on tendered services.
Financial Performance

12.4.12

The financial performance for NT in the 2016/17 financial year is set out in
Table 27 below with comparisons against 2015/16 and 2011/12 in Table 28.

Table 27: Financial Performance 2016/17
Revenue
(‘000)

£10,511

Operating
Operating
Revenue per Revenue per Cost per
Cost (‘000) Profit (‘000)
Employee
Vehicle
Employee

£9,183

£1,328

£47,347

£115,505

Cost per
Vehicle

£41,365 £100,912
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Table 28: Financial Performance Trend
Revenue
2015/16 (‘000)

Revenue
2011/12 (‘000)

£10,729

Revenue
Revenue
change 1 year change 5 years

£10,935

-2.0%

-3.9%

12.5 Rosso
12.5.1

Rossendale Transport which trades as Rosso was an arm’s length operator
owned by Rossendale Borough Transport until December 2017 when it was
sold to Transdev Blazefield. As well as operating within the Rossendale
Borough area, Rosso had expanded into the Rochdale and Bury areas of
Greater Manchester mainly operating contracts for Transport for Greater
Manchester (TfGM).
Demographics

12.5.2

Table 29 sets out the demographic properties of the Rossendale Borough
Council area whilst Table 30 sets out the employment statistics.

Table 29: Rossendale District Demographics (2011 Census)
Population

Population
per KM2

67,982

% Population
under 16

% Population
over 65

19.4%

15.5%

492

% Households
without a car

% Households
with 1 Car

21.5%

43.2%

Table 30: Rossendale District Employment Statistics (2011 Census)
Population
16-75

Economic
Active

% Population
Economic Active

50,075

35,186

70.3%

Full Time Part Time

20,067

6,794

Bus to
work

Bus to
work %

1,905

5.4%

Staffing
12.5.3

There were nine directors at Rosso in 2016/17 – three staff and six councillors.
The 2016/17 accounts states that there were 234 members of staff split:
 182 Drivers;
 34 Engineers;
 4 Inspectors;
 14 Administration

12.5.4

When council owned Rosso payed new drivers £9.50 per hour.
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Fleet and Services
12.5.5

Rosso currently operates 103 vehicles from its depots at Haslingden and
Rochdale. There is a fair level of standardisation with Volvo chassis
predominant in the fleet although there are also seventeen Scania, eleven
Optare and six Wrights vehicles. The average fleet age of just over eleven
years reflects the acquisition of mid-life second hand vehicles between 2010
and 2016, with only six new vehicles bought in the last eight years.

12.5.6

Rosso operates 32 public services routes, combined into 28 route groups,
these are grouped by frequency in Table 31 below. Rosso has a heavy school
commitment, despite competition for school contracts in Lancashire being
intense. Some 36 buses are dedicated to schools and others perform school
runs within ‘normal’ services. Rosso do not operate any evening services which
are run by other operators during the daytime.

Table 31: Bus Services Operated by Rosso
Mon – Fri
Frequency

At least every Every 12
Every 30
10 mins
– 20 mins mins or less

% High
Frequency

% Mid
Frequency

Daytime

1

4

23

3.6%

14.3%

Evening

0

0

6

0.0%

0.0%

Fares
12.5.7

Rosso uses a distance based fare scale but different scales apply in Lancashire
and Greater Manchester. Table 32 sets out the results from the TAS National
Fares Survey 2017 for Rosso.

Table 32: National Fares Survey 2017 Results – Rosso
Average
single

£2.90
12.5.8

Average
Day

£4.75

Average
Week

Smartcard?

£18.00 Yes

Mobile
Ticketing?

No

Contactless?

No

Rosso offers a 50% discount for children under 11 and a third off for children
and young people aged 11 – 19. A Term Rover Ticket is available on
smartcard, these are valid all week so can be used during half term and at
weekends, however the validity period does not include Christmas, Easter or
Summer holidays.
Concessionary Travel

12.5.9

Concessionary passes are valid on Rosso services between 09:30 and 23:00
weekdays and all day weekend and bank holidays. Lancashire County Council
is the designated TCA for Rossendale, in order to get more relevant statistics
for Table 33 the results for Lancashire have been proportioned by the relevant
equivalent for total population. The Operator Support relates to specific
contracts within Rossendale.
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Table 33: Rossendale Proxy Public Transport Spend Statistics 2016/17
Concessionary
Expenditure (‘000)

Concessionary
Journeys (‘000)

£1,105

850

Cost per
journey

Operator
Support (‘000)

£1.30

£74

Financial Performance
12.5.10

The financial performance for Rosso in the 2016/17 financial year is set out in
Table 34 below with comparisons against 2015/16 and 2011/12 in Table 35.

Table 34: Financial Performance 2016/17
Revenue
(‘000)

Operating
Operating
Revenue per
Revenue
Cost per
Cost (‘000) Profit (‘000)
Employee
per Vehicle Employee

£9,893

£8,194

£1,699

£42,278

£96,049

£35,017

Cost per
Vehicle

£79,553

Table 35: Financial Performance Trend
Revenue
2015/16 (‘000)

Revenue
2011/12 (‘000)

£9,477

Revenue
Revenue
change 1 year change 5 years

£9,447

4.4%

4.7%

12.6 Network Warrington
12.6.1

Warrington Borough Transport which trades as Network Warrington (NW) is an
arm’s length company owned by Warrington Borough Council. Although most
of the network is focused on town services NW operates a number of
interurban services into Cheshire East, Greater Manchester and Merseyside.

12.6.2

NW has seen high levels of competition since deregulation first from the local
former National Bus Company subsidiary and currently from a number of local
independents. It has always been subject to a high level of political control
and the politicians have largely prevented it from behaving in a truly
commercial fashion.
Demographics

12.6.3

Warrington has seen a large number of new housing and business park
developments over the past couple of decades. Table 36 sets out the
demographic properties of the Warrington Borough Council area whilst Table
37 sets out the employment statistics.

Table 36: Warrington Borough Demographics (2011 Census)
Population

202,228

Population
per KM2

1,119

% Population
under 16

% Population
over 65

19.2%

15.9%

% Households
without a car

19.3%

% Households
with 1 Car

41.8%
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Table 37: Warrington Borough Employment Statistics (2011 Census)
Population
16-75

Economic
Active

% Population
Economic Active

149,461

107,765

72.1%

Full Time Part Time

63,875

21,782

Bus to
work

Bus to
work %

5,039

4.7%

Staffing
12.6.4

NW currently has ten directors, including four councillors. The 2016/17
accounts states that there 220 members of staff, with 192 being in Bus
Operations and 28 in Administration.

12.6.5

NW pay new drivers £10.45 per hour. Initial holiday allowance is four weeks,
increasing to five weeks after qualification period. Drivers work five days in
seven with a 38.5 hour guaranteed week.
Fleet and Services

12.6.6

NW currently operate 91 vehicles. Its last new vehicles were six Optare Versa
diesel buses complementing six grant-aided hybrid versions which arrived the
previous year. Since then vehicle purchases have been limited to secondhand
double deck buses to replace the non-DDA compliant fleet, however thirteen
new ADL Enviro 200MMCs have been ordered in January 2018. These buses
will add yet another new type to the fleet which is currently a mixture of DAF,
Volvo and Mercedes engine buses.

12.6.7

NW operates 61 public services routes, combined into nineteen route groups,
these are grouped by frequency in Table 38 below. NW also operates ten
school services which are open to the public and one less than daily service.
All of NW’s evening services are variations of their daytime routes.

Table 38: Bus Services Operated by Network Warrington
Mon – Fri
Frequency

At least every Every 12
Every 30
10 mins
– 20 mins mins or less

% High
Frequency

% Mid
Frequency

Daytime

2

3

14

10.5%

15.8%

Evening

0

0

12

0.0%

0.0%

Fares
12.6.8

NW uses a distance based farescale for all services, with an expensive all
network day and weekly tickets. Special returns and weekly tickets are used to
be competitive on certain routes. Only the special weekly tickets can be
purchased on bus. Table 39 sets out the results from the TAS National Fares
Survey 2017 for NW which has two different smartcards, one for pay as you
go travel and the other for multi-journey tickets. The full network week ticket
costs £25.50 but cannot be purchased on bus so discounted from the NFS.
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Table 39: National Fares Survey 2017 Results – Network Warrington
Average
single

£2.45
12.6.9

Average
Day

Average
Week

£5.95

Smartcard?

£11.50 Yes

Mobile
Ticketing?

No

Contactless?

No

NW offer a version of the Adult Day Rover which includes a child and one that
includes two children, this is alongside a Family Day Rover for two adults and
two children. A Child Day Rover offers 50% discount on the Adult Day Rover
whilst there is also a student version of the multi-journey smart card, valid for
children and young people aged 11 to 19, which offers a third off adult prices.
Concessionary Travel and Supported Services

12.6.10

Concessionary passes are valid on buses after 09:30 Monday to Friday and all
day at weekends and bank holidays. As a unitary authority, Warrington
Borough Council is also a TCA. Table 40 sets out the expenditure, journeys
and cost per journey for the concessionary scheme in the 2016/17 financial
year alongside the cost of supported bus services.

Table 40: Warrington Public Transport Spend Statistics 2016/17
Concessionary
Expenditure (‘000)

Concessionary
Journeys (‘000)

Cost per
Journey

Operator
Support (‘000)

£3,163

2,490

£1.27

£833

Financial Performance
12.6.11

The financial performance for NW in the 2016/17 financial year is set out in
Table 41 below with comparisons against 2015/16 and 2011/12 in Table 42.

Table 41: Financial Performance 2016/17
Revenue Operating
Operating
Revenue per
Revenue
Cost per Cost per
(‘000) Cost (‘000) Profit (‘000)
Employee
per Vehicle Employee Vehicle

£10,318

£7,913

£2,405

£46,900

£113,385

£35,968 £86,956

Table 42: Financial Performance Last Year and Five Years
Revenue
2015/16 (‘000)

Revenue
2011/12 (‘000)

£10,512

£11,531

Revenue
Revenue
change 1 year change 5 years

-1.8%

-10.5%

12.7 Translink
12.7.1

Translink is a wholly owned subsidiary of the Northern Ireland Transport
Holding Company (NITHC), a government company set up to maintain and
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operate the transport assets in Northern Ireland. Translink’s trading
subsidiaries are:
 Ulsterbus – operates local bus services outside of Belfast and interurban

coaches through the ‘Goldline’ brand;
 Citybus (Metro) – operates local bus services within the Belfast metropolitan

area including dedicated airport services to both Belfast City Airport and
Belfast International Airport; and
 Northern Ireland Railways – maintains and operates the rail network within

Northern Ireland. As specified under EU law the maintenance and
operations are undertaken by (at least nominally) separate companies.
12.7.2

Translink is a key delivery partner for the provision of public transport services
with exclusive rights to operate most of the timetabled network in Northern
Ireland. This is done via a Public Service Contract, which runs from October
2015 for at least five years, cementing the implementation of European and
Northern Ireland legislation. A further contract with the Education Department
employs a huge number of dedicated vehicles to provide school transport, with
Northern Ireland’s history adding a denominational complication which leads to
added resource being employed. In particular, school buses from the same
villages into the same towns are seldom allowed to combine the two
denominations on one bus.
Demographics

12.7.3

Table 43 sets out the demographic properties of the Northern Ireland whilst
Table 44 sets out the employment statistics.

Table 43: Northern Ireland Demographics (2011 Census)
Population

Population
per KM2

1,810,863

134

% Population
under 16

% Population
over 65

21.0%

14.6%

% Households
without a car

22.7%

% Households
with 1 Car

41.4%

Table 44: Northern Ireland Employment Statistics (2011 Census)
Population
16-75

1,313,420

Economic
Active

% Population
Economic Active

Full Time

Part Time

869,767

66.2%

467,805

172,138

Staffing
12.7.4

There are currently nine directors on the NITHC board including four nonexecutive directors, none of the directors are politicians. There are seven
members of the Translink management team, the Group Chief Executive, Chief
Operating Officer and Chief Financial Officer all sit on the NITHC board. Only
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one of the members of the management team is wholly dedicated to the bus
operations side of the business.
12.7.5

New big bus Translink drivers are paid £10.61 per hour increasing to £11.79
per hour after six months. Drivers are guaranteed a 36 hour week completed
across either four or five days. Minibus drivers start of on £9.23 per hour
increasing to £10.25 after six months. Both sets of drivers receive four weeks
and four days annual leave plus nine statutory holiday days.
Fleet and Services

12.7.6

Translink operates 1,361 buses and coaches, 85 new vehicles were purchased
during 2016/17 split between Ulsterbus and Metro. The average fleet age is
now nine years. Translink agrees an investment plan with the government
every few years which sets out the amount per year that can be spent on new
vehicles. New vehicles are often funded by the NI Government or EU Regional
funds as well as from Translink’s own funds. Translink uses vehicles for their
full life with the oldest usually being allocated to the school fleet.

12.7.7

Services are run under a Road Service Licence system administrated by the
Driver & Vehicle Agency (DAV) which is part of the Department for
Infrastructure. When DVA receives an application (whether this is for a first
licence, for the 'renewal' of a licence or for the addition of regulated services),
it is required to take account of:
 the interests of passengers likely to use the service;
 the interests of other operators who hold licences and who are already

providing similar services;
 the need to ensure fair competition; and
 any representations made by the Consumer Council, District Councils and

the NI Tourist Board.
12.7.8

In order to facilitate this, a notice outlining every application received will be
posted for 14 days and the Agency will take account of any representations
made by the relevant bodies during that period or while the application is still
under consideration.

12.7.9

Most smaller towns in Northern Ireland have town services which either use
dedicated small vehicles or are built around school duties. In the rural areas
many Ulsterbus services are made up of a single bus working based on schools
provision which provides three or four other journeys geared to work and
shopping.

12.7.10

Some local services and school services are operated by local independent
companies and a number of school buses are operated by the Education
department’s own fleet. There are also a number of cross border services into
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Northern Ireland operated by Bus Eireann. The other major operator in
Northern Ireland, Lough Swilly, got into financial difficulties and ceased
trading.
12.7.11

There is a number of CT organisations providing DRT services in rural areas
with Government funding and Translink is also involved in some of these
operations.

12.7.12

Belfast also has the unusual situation of black taxis running licences routes,
which in reality was a legalisation of what had happened illegally for many
years.

12.7.13

The latest development is the ‘Glider’ BRT system which is to be introduced
from September 2018 on three corridors in Belfast. This service will use new
18 metre articulated buses with capacity for 105 passengers, although seating
will be limited. As a BRT it will use dedicated high quality stops spaced further
apart then regular bus stops, controversially it will not serve estates off the
main road, but instead these will be served by feeder routes.
Fares

12.7.14

Fares are set by Translink. If a fare increase is deemed necessary by Translink
then the government needs to be informed – this generally leads to some
compromise where some of the additional funds needed are provided through
subsidy rather than the fare box.

12.7.15

Belfast Metro single fares are zone based flat fares, there being an Inner Zone,
City Zone and Extended Zone, period tickets are network wide only. Ulsterbus
has flat fares for town areas with specific period tickets whilst interurban
services use distance based fare with point to point multi-journey tickets
available. Translink caps fares at a maximum level (currently £12 single) and
it is notable that Northern Ireland Railways uses the same scale.

12.7.16

Network wide tickets are via the iLink smartcard which is valid on both bus
and rail, with Northern Ireland split into five zones. Multi-journey ticket prices
for the different products are shown in Table 45 below. Translink has recently
launched a mobile ticketing app.

Table 45: Translink Multi-Journey Product Costs
Product

1 Day

1 Week

1 Month

Metro Travelcard

£3.50

£15.00

£57.00

Ulsterbus Town

£2.20

£10.00

£38.00

iLink North West

£13.50

£51.00 £180.00

iLink Zone 4 (All)

£16.00

£58.00 £200.00

12.7.17

Under 16 year olds receive a 50% discount on bus fares. The yLink smartcard
is available for £8 one off purchase to young people aged 16-23. It provides a
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third off travel on all Translink bus and rail services plus up to 50% off the
cross boarder Enterprise train service.
Concessionary Travel
12.7.18

There are three types of concessionary passes for travel on both bus and rail
in Northern Ireland, none of which have time restrictions. Disabled passes for
those aged over 16 allow 50% of the adult single price on both bus and rail
along with day returns on train services within Northern Ireland.

12.7.19

Adults aged 60 and over are entitled to free travel on all bus and rail services
within Northern Ireland. Passes are renewed at 65 as they are then valid for
free travel in the Republic of Ireland too.

12.7.20

In 2016/17 Translink received £61.4m from the government classified as
Concessionary fare and public service obligation compensation.
Financial Performance

12.7.21

The financial performance for Translink in the 2016/17 financial year is set out
in Table 46 below with comparisons against 2015/16 and 2011/12 in Table 47.

Table 46: Financial Performance 2016/17
Revenue
(‘000)

£205,235

Operating
Operating
Cost (‘000) Profit (‘000)

£204,447

£788

Farebox Revenue
per Vehicle

Cost per
Vehicle

£97,537 £145,410

Table 47: Financial Performance Trend
Revenue
2015/16 (‘000)

£202,948

Revenue
2011/12 (‘000)

£188,346

Revenue
Change 1 Year

Revenue
Change 5 Years

1.1%

9.0%

12.8 Nottingham Community Transport
12.8.1

Nottingham Community Transport (NCT) started life as a charity operating
Dial-a-Ride and group transport with significant grant aid from Nottingham
City Council (NCC). Municipal operator Nottingham City Transport (80% owned
by the City Council) had historically operated the Locallink services but these
have been gradually awarded to NCT by NCC.

12.8.2

A review by TAS concluded that the charitable constitution was incompatible
with the operation of public service routes and therefore in 2017 NCT divested
this function into a new Operator-licenced trading company CT4N. NCT
continues to operate Dial-a-Ride and group transport.
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Demographics
12.8.3

NCT is the third largest operator in Nottingham behind Nottingham City
Transport and independent TrentBarton. Table 48 sets out the demographic
properties of the Nottingham City area whilst Table 49 sets out the
employment statistics.

Table 48: Nottingham City Demographics (2011 Census)
Population

Population
per KM2

305,680

% Population
under 16

% Population
over 65

18.2%

11.6%

4,097

% Households
without a car

% Households
with 1 Car

43.7%

40.1%

Table 49: Nottingham City Employment Statistics (2011 Census)
Population
16-75

Economic
Active

% Population
Economic Active

232,072

142,327

61.3%

Full Time Part Time

72,252

27,605

Bus to
work

Bus to
work %

24,777

17.4%

Staffing
12.8.4

NCT has nine directors whilst CT4N has a separate board of four, most of
whom are also members of the NCT board. The seven strong management
team share their time between NCT and CT4N. When the Link contracts were
transferred to NCT a number of council staff were transferred under TUPE
regulations to assist with the operations. Of the current 90 members of
operations staff all but ten are now with CT4N.
Fleet and Services

12.8.5

Following a grant through the Green Bus Fund to purchase a fleet of electric
buses these were introduced onto Locallink in 2013 followed by the Medilink
services a year later bringing the total to 45. Another Green Bus Fund award
has seen 13 full sized single deck electric buses arrive for the two Park and
Ride services which were transferred to NCT (now CT4N) in 2016.

12.8.6

One Park and Ride service which also incorporates the free CentreLink service
runs every 10 minutes whilst the other service runs every 15 minutes. The
Medilink service which links the two hospitals in Nottingham runs every 10
minutes. The most frequent of the fifteen Locallink services operated on behalf
of NCC runs half hourly although most are hourly services with no evening
journeys. There are also two Worklink services which run early morning and in
the afternoon peak. CT4N also operates three less than hourly services for
neighbouring Nottinghamshire County Council.
Fares

12.8.7

All fares are stipulated as part of the contracts. For services operated on
behalf of NCT the fares in Table 50 apply, the Robin Hood ticket is a multi-
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operator ticket valid within the NCT area and into certain parts of
Nottinghamshire. There is no weekly version of the Robin Hood Ticket or the
Linkbus multi-journey ticket.

Table 50: CT4N Fares
Payment

Single

Linkbus
Day

Robin
Hood Day

Linkbus
Month

Cash

£1.20

£3.00

£4.80

n/a

n/a

Smartcard

£1.00

£2.50

£4.40

£40.00

£77.00

12.8.8

Robin Hood
Month

There are versions of the Robin Hood Pay as You Go and Season cards for
Under 19s and for University Students. Both provide between 20% and 30%
discount on PAYG whilst the U19 season ticket provides 40% discount and the
student season version 20% discount.
Concessionary Travel and Supported Services

12.8.9

Concessionary passes are valid on buses between 09:30 and 23:00 Monday to
Friday and all day weekends and bank holidays. Nottingham City and
Nottinghamshire County concessionary passes are valid on the tram during the
same time period. Nottingham City Council is the TCA for the Nottingham City
area. Table 51 sets out the expenditure, journeys and cost per journey for the
concessionary scheme in the 2016/17 financial year along with the amount
spent on supported bus routes all of which are operated by NCT.

Table 51: Nottingham Public Transport Spend Statistics 2016/17
Concessionary
Expenditure (‘000)

Concessionary
Journeys (‘000)

Cost per
Journey

Operator
Support (‘000)

£14,703

9,391

£1.57

£1,419

Financial Performance
12.8.10

The financial performance for NCT in the 2016/17 financial year is set out in
Table 52 below with comparisons against 2015/16 and 2011/12 in Table 53. It
has to be noted that 2011/12 was before the bulk of the Linkbus services were
awarded to NCT.

Table 52: NCT Financial Performance 2016/17
Revenue Operating
Operating
Revenue per
Revenue
Cost per Cost per
(‘000) Cost (‘000) Profit (‘000)
Employee
per Vehicle Employee Vehicle

£3,542

£3,474

£68

£36,515

£47,227

£35,814 £46,320
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Table 53: NCT Financial Performance Trend
Revenue
2015/16 (‘000)

£3,319

Revenue
2011/12 (‘000)

£464

Revenue
Change 1 Year

6.7%

Revenue
Change 5 Years

663.4%
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13Island Comparisons

13

13.1 Introduction
13.1.1

This section looks at the use of tendering or franchising by an island-based
local authority or government.

13.2 Shetland
13.2.1

The Shetland Isles have no commercial bus services. Its services have
traditionally been supplied by a multiplicity of small family-owned operators
using small depot premises on villages outside the capital, Lerwick. By and
large, each operator has stuck to its own corridor with financial support from
the council.

13.2.2

The council ran some operations itself with its own drivers and vehicles and in
others owned the vehicles which were loaned to the operators. The council,
however, will reject any bid it considers to be excessive and will retender or
self-operate.

13.2.3

The farescale is specified by the council and the low level of this, ironically,
prevents any commercial operation.

13.2.4

School services are, in general, tendered at the same time as the main
services and, since statutory rules apply, involve a range of vehicle types from
full size buses to Land Rovers, saloon cars and ferries.

13.2.5

A common aspect between normal and school services is the use of feeders to
main corridors. A number of hubs with waiting shelters has been built and the
links to remote settlements run on a mix of timetabled and DRT operation.

13.2.6

Due to the area covered, secondary school pupils from outlying areas board
out in Lerwick during the week and this leads to additional Friday and Sunday
evening school buses. Another Shetland peculiarity is the provision of some
‘winter months’ only school buses which are provided on safety grounds for
pupils who would otherwise walk to and from school in the dark.

13.2.7

The bus business in Shetland is boosted by the need for transport for oil
workers. The level of this fluctuates in line with the oil supply business.

13.2.8

Shetland’s service bus fleet is fully accessible and modern. There is only one
facility for ‘heavy maintenance’ of buses and HGVs on Shetland and major
work has to be carried out by sending buses on the ferry to Aberdeen. As on
the Isle of Man there is no refurbishment facility so vehicles tend to be leased
for a period of six or seven years or sometimes less then exchanged for newer
ones.
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2014 Re-tendering
13.2.9

Following an aborted attempt to re-tender the network in 2013 due to too high
costs, a new network was developed with assistance from TAS. This was put
out to tender in early 2014 ready for implementation in August of the same
year.

13.2.10

Operators could bid for individual routes, including school services. However
they were encouraged to package routes together where savings could be
made by sharing resources, this led to a direct saving of £383k bringing the
network in at £8k under budget.

13.3 Jersey
13.3.1

Historically, Jersey Motor Transport (JMT) had a monopoly of licences to run
bus services on the island on a fully commercial basis, supported by contracts
to run school buses on behalf of the States of Jersey. There was (and is) a
small number of coach operators on Jersey too and these also provided some
school contracts. These operators cannily linked coach day excursions and
school runs by leaving coach parties ‘at leisure’ in a particular place between
3pm and 4pm!

13.3.2

The need for change followed several years of JMT failing to make a profit and
asking the States for ever-increasing amounts of subsidy, but what this
subsidy was actually buying and what value it brought to the States was
unknown.

13.3.3

Although a small private company, JMT had generous wage levels, conditions
and pension provision and there was some history of militancy. Unlike on the
Isle of Man, over half of JMT’s staff were off-islanders with Northern England
and Madeira – with which Jersey has historic links - the main sources of staff.

13.3.4

The States decided to put the entire bus network out to tender as one
contract, accompanied by a number of school contract packages. As on the
Isle of Man, Jersey has no legislation which requires the provision of school
transport.

13.3.5

The States specified the timetable to be run, decided to take the revenue risk
itself and specified the provision of fully accessible vehicles on main services
conforming to the island’s maximum dimensions for vehicles. It also specified
that JMT employees should transfer on their existing wage rates and
conditions.

13.3.6

French transport operator Connex won the first franchise in 2002. It adopted
the mainland Europe principle of following the contract specification to the
letter. The new, accessible vehicles had 29 seats, replacing 40 and 45 seaters
in the JMT fleet. This was not the only capacity issue as JMT practice had been
to operate low frequencies but with heavy duplication. There was no incentive

©The TAS Partnership Limited ▪ May 18

Isle of Man Government Bus Service Review ▪ Island Comparisons ▪ 100

for Connex to duplicate as it then incurred the cost but any additional revenue
went to the States.
13.3.7

Connex also brought in its own management who lacked the local knowledge
of the network. The final problem for Connex to handle was that a few weeks
before the handover, JMT awarded its employees a significant pay rise, which
it had no option other than to continue but which was, of course, unbudgeted.

13.3.8

Connex had an archaic system of ticketing for school buses. Parents bought
books of tear-off vouchers from The States which were used one per journey.
The buses ran as ‘closed door’ contracts without ticket machines so these
vouchers were the only way of travelling, but, as there was no revenue risk to
Connex, policing of this was poor.
The Present Situation

13.3.9

For its second franchise, States of Jersey reduced the number of contracts to
two, the local bus services and the school buses. HCT, a not-for-profit group
based in London, won both contracts. There is a small amount of overlap
between the two. The franchisee takes most of the revenue risk. The franchise
is treated more like a partnership arrangement which results in a lot of
flexibility and significantly reduces the need for monitoring by the States.

13.3.10

The States owns a large modern depot with extensive workshop facilities on
the docks in St Helier which is leased as part of the franchise. It is rare that
any vehicle has to return to the UK for work.

13.3.11

The issue of vehicle size and capacity remains, which has resulted in elderly
step-entrance vehicles with a higher number of seats being retained for school
work. The entire public bus service fleet was renewed at the start of the
contract, this included the introduction of double deck buses. The downside of
this, of course, is that the entire fleet is ageing at the same rate.

13.3.12

All schoolchildren on Jersey pay a fare. Initially, as on the Isle of Man, the 75p
child fare was only available if purchased in multiple on a smartcard. Following
parental pressure, pupils also now have the option of paying a £1 cash fare
per journey. This is now used by a significant proportion of pupils.

13.3.13

HCT suffered a significant strike in its early days over wage rates and
conditions, but the operator was largely successful in its attempt to get wages
back to a market level.

13.3.14

The current franchise costs £4.35m including concessionary and school fares.
Neighbouring Guernsey pays HCT £4.4m for the operation of its island network
on a similar basis.
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13.4 Malta
13.4.1

Malta for many years had a fairly unique (in Europe) way of running its bus
service. Its licensing system was more akin to taxi licensing in that a given
driver and bus would be licensed to operate certain routes on certain days at
fares laid down by the Maltese Government.

13.4.2

There were some driver cooperatives but the majority of services were run by
owner drivers. As both bus and driver had significant downtime in the week,
coupled to the low fares, only marginal profitability was possible and then only
because overloading was commonplace.

13.4.3

Malta’s elderly bus fleet was something of a tourist attraction in its own right.
Rebuilding, re-engineering and rebodying were commonplace for vehicles fifty
or sixty years old. Despite this, maintenance and presentational standards
were, on the whole, very good. But it was hardly a ‘proper’ public transport
system for a member of the EU and this was acknowledged by the Maltese
government.

13.4.4

The service network was also a problem. The licensing system was such that
changes to or development of the network was phenomenally difficult. Thus it
had barely changed since after the Second World War. As had been JMT’s
practice on Jersey, timetabled frequency was poor but duplication was
considerable.
Franchising

13.4.5

The Maltese Government decided that it needed to overhaul the island’s
transport system. It appointed consultants to redesign the network and their
plan was for a ‘hub and spoke’ arrangement focussed on higher frequencies
connecting at the hubs, a much-improved Airport service and new Park and
Ride schemes. The government decided to rebuild Valetta Bus Station, specify
electronic destination blinds linked to a real time system and introduce a new
smartcard for the island. Prices were to be set lower for islanders than visitors
and the entire network and system was to be let as one contract.

13.4.6

Arriva won the contract to start operating in July 2011 and the new system
was an unmitigated disaster for a number of reasons:
a) The expectation that all Maltese drivers would transfer to Arriva proved
very short of being true. The culture shock from driving your own bus
without supervision on a fairly relaxed pattern to being expected to work
shifts, wear uniform and adapt to the ways of a multinational was too
much for many and they left to pursue other careers;
b) The new network required more buses and drivers anyway, so recruitment
concerns were amplified – Arriva brought in English drivers who were paid
a substantial bonus and had their Maltese accommodation arranged and
paid for;
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c) The new network’s timings had only been plotted on paper, not trialled
using actual buses and proved woefully inadequate. The ‘hub’ system
therefore failed from the outset. One side effect being passengers left
waiting significant time in areas with no shelter from the sun;
d) Amazingly, the busiest service in Malta, from Valetta along the coast
through the tourist areas to the Gozo Ferry (with numerous short
workings), was absent from the new network.
e) Arriva brought in former London bendybuses which had been in store. Lack
of use made them unreliable, they were too large for Malta’s narrow roads
and overheated in the Maltese climate;
f) Heat was also the main reason for the failure of the real time system.
When this failed buses could not show destinations.
g) The smartcard system failed;
h) Valetta Bus Station was not ready until several months after the contract
start, with bus services dotted around nearby streets.
13.4.7

There were at least three subsequent revisions to the network, each relaxing
running times and requiring more drivers and buses. These were funded partly
by the Maltese Government and partly by Arriva. Arriva by this time was
losing so much money in Malta that it arranged for early termination of its
contract and exited the island on 1st January 2014.
Nationalisation and Refranchising

13.4.8

Government owned Transport Malta took over running the network whilst a retendering exercise was undertaken. New buses were leased to replace the
bendibuses and other vehicles which Arriva had transferred from the UK to
support increasing PVR levels.

13.4.9

The new contract for services in Malta was won by ALSA, a Spanish ‘relative’
of National Express, by which time things had settled considerably. Operation
started in January 2015 with new buses being bought to replace those on loan.
Unlike Arriva, which used its corporate branding, ALSA kept the Transport
Malta branding.

13.4.10

The main lesson to learn from Malta was that it was too big a ‘bang’ at once.
To change operator, network and fares in one day was simply too much. The
blame was twofold. The government was rather naïve in expecting it all to
work and Arriva certainly hadn’t investigated the Maltese situation thoroughly
enough and this turned out to be a costly mistake, the operation lost
approximately €50 million of which Transport Malta took responsibility for less
than €15 million.6

6

https://www.timesofmalta.com/articles/view/20131229/local/government-to-take-on-less-than-15-of-arrivasdebt.500621#.UsNs3_RDvCs
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13.4.11

Management and oversight was a key issue. The island’s bus service simply
had not had any. The government allowed the old system to ‘plod on’ and had
no real public transport expertise. The owner-driver operating method ensured
that there was no Maltese ‘Bus Management’ as such. That Arriva expected UK
bus managers to be able to ‘parachute in’ without regard to Maltese working
culture and assume Arriva Malta would function in the same way as a UK bus
company was sheer folly.

13.5 Ireland
13.5.1

The National Transport Authority (NTA) in Ireland has long had a desire to
open up the Irish bus market to operators other than the two state-owned
undertakings of Dublin Bus and Bus Eireann. The Competitive Tender Model
was recommended for the Greater Dublin area in a May 2000 paper from
Department of Public Enterprise.

13.5.2

Under the Dublin Transport Authority Act 2008 the potential to do this was
established and the relationship between the Irish State and the operators was
changed to be more contractually based. Bus Éireann then underwent a
further change with separate definitions of commercial and PSO services. The
latter are operated as ‘Public Service Obligation’ services with implicit financial
support from the Irish government.

13.5.3

In December2013 the decision was made to place the first packages of
tenders on the open market. Three were chosen:
 A package of orbital city services, some existing and some new, in Dublin;
 Town services in Waterford and
 Commuter Express services on a corridor into Dublin.

13.5.4

The first package was originally due for commencement in 2016, however
delays during the consultation phase led to a direct award to Dublin Bus. The
ITT was finally released in June 2016.

13.5.5

The first two have now been awarded. The Dublin services went to Go Ahead,
which is establishing a new depot to operate just under 140 vehicles. The NTA
will retain the revenue and pay an operating fee to Go-Ahead. However, even
with this size of operation, Dublin Bus will not face any redundancies as the
main radial services are being increased to soak up the excess at Dublin Bus.
The Waterford contract was won by the incumbent operator but Dublin
Commuter contract has yet to be awarded.

13.5.6

The successful bidders were selected under a competitive public procurement
process. Under this process the Most Economically Advantageous Tender (the
“MEAT” tender) is identified through detailed assessment which includes a
weighted score for price and quality. The weighting ratio between quality
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considerations and price considerations was 35:65. This was considered by the
NTA as the best fit for this competition.
13.5.7

Go Ahead has had to find its own depot from which to operate the services,
which is reported to have been a major deterrent to other bidders – four other
bidders withdrew. It has a fifteen-month lead-in period in which to recruit and
train staff and to obtain some of the fleet, although much of that will be
transferred from Dublin Bus. The NTA will actually retain ownership of the fleet
used and they will have a specific NTA branding.

13.5.8

One major issue is that the NTA has specified the timetables and running
times very closely, but with little heed to how the service should be scheduled.
On the Dublin contract the peak vehicle requirement increased by 35% but the
service levels have not improved commensurately. The situation in Waterford
is similar where the vehicle requirement is significantly higher without any
great improvement in service.
As we suggested was possible in Section 10, the entire tendering process has
been cumbersome and bureaucratic. There was a very long Pre-Qualification
Questionnaire to complete before the Invitation to Tender. The Waterford
contract was smaller sized and, in theory, attractive for smaller operators, but
the financial and ‘experience’ requirements in the PQQ eliminated the ability of
smaller operators to bid.

13.6 Benchmarking Summary
Comparing Operators
13.6.1

Tables 54 to 61 combine the comparison figures into large tables.

13.6.2

As can be seen from Table 54, the Isle of Man has the lowest proportion of
population under 16 years old and the highest proportion of population over
65 years old. There is a similar level of economic activity amongst all
locations.

13.6.3

Table 55 compares pay rates of new starters and qualified drivers, including
the period of qualification for higher rate. The pay figure for off Island
operators are additionally enhanced by 20% to reflect on Island costs.

13.6.4

Table 56 and Table 57 show that there is quite a variety of service level
provision, Blackpool and Halton tend to focus more on operating along key
corridors with few low frequency services, Rosso’s figure is skewed by the
large number of TfGM tenders it has won as First Greater Manchester
retrenches. Bus Vannin is quite low on provision of evening services however,
unlike the other operators, the frequency is not reduced dramatically.

13.6.5

Table 58 shows Bus Vannin to have the lowest fares over three miles.
However as there are only network wide versions of the day and week tickets

©The TAS Partnership Limited ▪ May 18

Isle of Man Government Bus Service Review ▪ Island Comparisons ▪ 105

then it is more expensive than the others who have local area tickets
alongside the network ticket. Douglas might be the only area where a local
weekly ticket would be attractive over a Go Places 12 Journey Card.
13.6.6

Table 59 highlights the difference in Concessionary Pass validity compared to
off Island locations.

13.6.7

Table 60 shows that despite the higher than normal spare vehicle allowance
Bus Vannin has the second highest revenue per vehicle and the use of shared
services for back office support rather than having staff in-house gives it the
highest level of revenue per employee. However the smaller number of inhouse staff means that the cost per employee figure is significantly higher
than anyone else’s, even when they are factored up by 20% to become more
in line with Isle of Man costs.

13.6.8

Table 61 shows that Bus Vannin’s impressive growth in revenue of 38.9% over
five years is surpassed only by Nottingham Community Transport which has
grown very significantly in that time. Significant one year increase in revenue
at CT4N and Rosso can be put down largely to contracted service gains.
Regime Change

13.6.9

The experiences in other areas are not encouraging for major regime change.
Accepted now to have the most satisfactory franchise arrangement, with
something more akin to a Quality Bus Partnership in place, Jersey had
something of a baptism of fire with its first franchise, doing damage to
patronage levels it has taken years to recover; In Eire, the decision to tender
three groups of routes in December 2013 will not lead to any change on the
ground for some months yet and Dublin has skirted any transfer of employee
difficulties by creating work for the existing workforce. Malta shows the
absolute folly of changing everything at once and also provides a classic
illustration of how not to try and override local culture!
Other Islands

13.6.10

Both Guernsey and Jersey operate bus franchises. It could be argued that
Shetland Islands has the same, in effect, as the entire network is subsidised.

13.6.11

Jersey’s franchise now costs £4.05m per year on revenue of around £2.8m.
Initially this was £4.5m but the cost was reduced as patronage has grown
40% in six years. Jersey has 90 full time drivers and 40 part time drivers
principally on schools. There are around 25 buses dedicated to schools work.

13.6.12

The franchise process lasted two years but as Jersey is not limited by EU
procurement rules, potentially it can last for fifteen years. It is worthy of note
that the cost to the States of Jersey of the initial franchises with Connex
(Public bus) and Tantivy (school buses) totalled £3.6m and exceeded the
claims for revenue support made by Jersey Motor Transport (£2.7m approx.).
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13.6.13

Guernsey’s franchise costs £4.4m per year. Patronage has fluctuated and is
heavily dependent on visitors to the island. Numbers in 2011 were 1.56m;
down to 1.35m in 2013 and back up to 1.65m in 2016. On Guernsey the bus
fleet is owned by the island authorities. Note that in both Guernsey and Jersey
the concessionary fares are included in the payment but the island authorities
do have a nominal annual sum allocated to concessions.

13.6.14

Support for Shetland’s bus network (excluding concessionary fares) totals
£3.38m per year for both public bus and schools services where there are
approximately thirty vehicles employed on both. Concessionary fare
reimbursement is paid direct to operators by Transport Scotland so is not
measurable by local authority.
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Table 54: Key Demographic and Employment Statistics
Operator

Authority

Population

Population
per KM2

%
Population
under 16

%
Population
over 65

Population Economical
%
Aged 16Active 16- Economic
74
74
Active

Bus Vannin

Isle of Man

83,314

146

17.1%

21.9%

62,416

41,636

66.7%

Blackpool Transport

Blackpool

142,065

4,073

17.9%

19.2%

103,813

68,540

66.0%

Halton Borough Transport

Halton

125,746

1,590

19.8%

14.7%

92,708

63,411

68.4%

Network Warrington

Warrington

202,228

1,119

19.2%

15.9%

149,461

107,765

72.1%

Newport Transport

Newport

145,736

765

20.2%

16.3%

105,141

71,011

67.5%

CT4N

Nottingham

305,680

4,097

18.2%

11.6%

232,072

142,327

61.3%

Rosso

Rossendale

67,982

492

19.4%

15.5%

50,075

35,186

70.3%

Translink

Northern Ireland

1,810,863

134

21.0%

14.6%

1,313,420

869,767

66.2%

Table 55: Driver Pay Rates
Operator

Bus Vannin (2014)

Starting
Rate

Island
Equivalent

£10.43

Full
Rate

Island
Equivalent

£11.73

Bus Vannin (Old)

Qualification
Period

12 Months

£13.45

Blackpool Transport
Halton Borough Transport

£9.93

£11.92

£11.00

£13.20

2 Years

£10.45

£12.54

n/a

n/a

n/a

Newport Transport

£7.93

£9.52

£9.00

£10.80

6 Months

CT4N

£9.00

£10.80

£9.00

£10.80

£9.40

£11.28

£11.79

£14.15

Network Warrington

Rosso
Translink (Ulsterbus)

£10.61

£12.73

6 Months
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Table 56: Monday – Friday Daytime Services by Frequency
Operator

At least every
10 mins

Every 12 –
20 mins

Every 30
mins or less

% High
Frequency

% Mid
Frequency

Bus Vannin

0

1

11

0.0%

8.3%

Blackpool Transport

0

8

6

0.0%

57.1%

Halton Borough Transport

1

3

3

14.3%

42.9%

Network Warrington

2

3

14

10.5%

15.8%

Newport Transport

3

6

17

11.5%

23.1%

CT4N

2

1

20

8.7%

4.3%

Rosso

1

4

23

3.6%

14.3%

Table 57: Monday – Friday Evening Services by Frequency
Operator

At least every
10 mins

Every 12 –
20 mins

Every 30
mins or less

% High
Frequency

Bus Vannin

0

1

4

0.0%

Blackpool Transport

0

0

12

Halton Borough Transport

0

0

Network Warrington

0

Newport Transport
Rosso

% Mid
Frequency

Evenings
operate day

Evening as
% of Day

20.0%

5

41.7%

0.0%

0.0%

12

85.7%

3

0.0%

0.0%

2

28.6%

0

12

0.0%

0.0%

12

63.2%

0

0

11

0.0%

0.0%

10

38.5%

0

0

6

0.0%

0.0%

6

21.4%
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Table 58: Average 3 Mile Fare Comparison
Operator
Bus Vannin

Average Average
single
Day

Average
Week

Smartcard?

Mobile
Ticketing?

Contactless?

£1.30

£7.00

£23.00 Yes

No

No

Blackpool Transport

£2.10

£5.00

£14.50 No

Yes

No

Halton Borough Transport

£2.41

£4.00

£16.00 No

No

No

Network Warrington

£2.45

£5.95

£25.50* Yes

No

No

Newport Transport

£1.80

£3.63

£15.50 Yes

No

No

CT4N

£1.20

£3.00

n/a Yes

No

No

Rosso

£2.90

£4.75

£18.00 Yes

No

No

Translink – Metro

n/a

£3.50

£15.00 Yes

Yes

No

Translink – Ulsterbus Town

n/a

£2.20

£10.00 Yes

Yes

No

* NFS 2017 = £11.50 as full network ticket cannot be purchased on bus
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Table 59: Public Transport Spend by Authority 2016/177
Authority

Monday – Friday
Concessions Validity

Isle of Man

09:00 – 16:00 then after
17:30 (not night bus)

Blackpool

Concessionary
Cost per
Passengers (‘000) Passenger

Concessionary
Spend (‘000)

Supported Service
Spend (‘000)

700

£0.94

£660

n/a

09:30 – 23:00

3,821

£1.14

£4,374

£434

Halton

After 09:30

1,847

£1.23

£2,269

£749

Warrington

After 09:30

2,490

£1.27

£3,163

£833

Newport

All Day

n/a

n/a

£3,900

£458

Nottingham

09:30 – 23:00

9,391

£1.57

£14,703

£1,419

Rossendale

09:30 – 23:00

850

£1.30

£1,105

£74

n/a

n/a

Northern Ireland All Day

£61,400

Table 60: Financial Performance 2016/17
Operator

Revenue
(‘000)

Operating
Operating
Revenue per Revenue per
Cost (‘000) Profit (‘000)
Employee
Vehicle

Cost per
Employee

BV Cost per
Employee

Cost per
Vehicle

BV Cost
per Vehicle

Bus Vannin

£8,7258

£8,725

£0

£65,112

£128,309

Blackpool Transport

£22,588

£17,142

£5,446

£34,485

£142,962

£26,171

£31,405

£108,494

£130,192

£7,007

£6,155

£852

£44,348

£94,689

£38,956

£46,747

£83,176

£99,811

Network Warrington

£10,318

£7,913

£2,405

£46,900

£113,385

£35,968

£43,162

£86,956

£104,347

Newport Transport

£10,511

£9,183

£1,328

£47,347

£115,505

£41,365

£49,638

£100,912

£121,095

CT4N

£3,542

£3,474

£68

£36,515

£47,227

£35,814

£42,977

£46,320

£55,584

Rosso

£9,893

£8,194

£1,699

£42,278

£96,049

£35,017

£42,021

£79,553

£95,464

£205,235

£204,447

£788

n/a

£97,537

n/a

n/a

£145,410

£174,492

Halton Transport

Translink

7
8

£65,112

£128,309

Isle of Man figures are broad estimates by TAS
Including subvention
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Table 61: Financial Performance Trend
Financial Year
Operator

2015/16
Revenue
(‘000)

2011/12

Change
1 year

Revenue
(‘000)

Change
5 years

Bus Vannin

£3,537

3.9%

£2,567

37.8%

Blackpool Transport

£22,602

-0.1%

£19,643

15.0%

£6,888

1.7%

£5,645

24.1%

Network Warrington

£10,512

-1.8%

£11,531

-10.5%

Newport Transport

£10,729

-2.0%

£10,935

-3.9%

CT4N

£3,319

6.7%

£464

663.4%

Rosso

£9,477

4.4%

£9,447

4.7%

1.1% £188,346

9.0%

Halton Transport

Translink

£202,948
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14The Favoured Option

14

14.1 Introduction
14.1.1

This section summarises the findings from Section 2 in order to provide
background to the proposals:
 Employment: Bus Vannin has no shortage of staff and recruitment is not

an issue;
 Transfer of Employees: TUPE provisions do not apply on the island. But

this leaves uncertainty as to what is a ‘reasonable’ change in employment
terms.
 Politics: Local issues can easily unseat an elected member at the next

election and issues with bus services can form just such an issue. The
prospect of a major upheaval of services, employment and timetables at
Bus Vannin with a public perception of a ‘worsening’ of service in any
fashion, be it unreliability or loss of service, increased fares or reduced
services is likely to have significant political repercussions.
 ‘Whole Island’ Approach: The various government departments on the

IoM cover the same geographical area and it is far easier to see where
economies in one section of government could have a serious negative
impact on costs in another and thus disbenefit the island as a whole.
 Bus Services: The services provided by Bus Vannin are comprehensive

both in terms of geographical coverage and of coverage by time of day.


Services are planned by Bus Vannin and there are existing principles set
by The Director to match the appropriate level of service to demand
based on numbers of passengers per hour;

 Fares: Changes are proposed by Bus Vannin but the Minister and Chief

Executive Officer are involved in the approval of the fares to be charged.
 Pay and Conditions: A new consolidated pay rate (where drivers are paid

a flat hourly rate regardless of time or day) was introduced for all driving
staff joining after 1 Jan 2014. From April 2017 this rate (after one year’s
service) was set at £11.73 per hour. Drivers who joined before that date are
paid £13.45 per hour, rising to £19.29 at ‘enhanced rate’ for Saturday,
Sunday and Bank Holiday work and certain overtime categories. 39% of the
92 drivers are on the new rate of pay.


Bus Vannin has twenty four managers and supervisors. Ten of these are
bus only whilst fourteen share their time to some extent or other
between bus and rail. The Director and his PA are also shared with
Shared Fleet Services.
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Other functions – invoicing, insurance, payroll and buildings maintenance
are provided by other Departments under the Shared Services
arrangements. The Office of Human Resources provides similar support.

 Licences: New, changed or withdrawn services must be approved by the

Road Transport Licensing Committee which can and does reject
applications.
 School Bus Provision: There is no statutory requirement to provide any

school transport on the island whatsoever. There is a custom and practice
expectation laid upon Bus Vannin that it will provide such transport and
adequate capacity (at fares determined by the Department of
Infrastructure).
 Concessions: For older persons and disabled people and schoolchildren are

set by the Department under the terms of the Concessionary Travel Scheme
Act 2016 and that for schoolchildren by the Maximum Fare (School Bus
Routes) Regulations 2014. The associated cost is included in the
subvention, but reimbursement is not expressly mentioned in the
legislation.
 Revenue: has steadily grown in recent years and this has resulted in a

fares freeze since the last increase in April 2013. Bus revenue from all
sources (on-bus and off-bus) other than subvention has increased by 52%
since 2009/10.
 Seasonality: From October through to end of March revenue is broadly flat

at an average of £53k per week, while between June (after TT) and the end
of September the average is £70k per week, so there is a broadly thirty per
cent summer ‘uplift’. TT: Despite the interruption to normal service there is
a huge spike in demand and revenue during the TT fortnight.
 Budgets and ‘The Subvention’: Bus Vannin supplies an annual budget

estimate to the Department of Infrastructure; in turn this is then sent to the
Treasury for approval. This is supplemented by a business case submission
for capital expenditure or restructuring of any kind. The Subvention is
calculated as the ‘Total Spending Allowance’ minus the projected income. In
the latest financial year the sum for Bus Vannin is in the region of £6.1m.
 The Fleet: is now one hundred per cent owned by Bus Vannin and has a

much lower than average age. There is no legislation on the island which
requires Bus Vannin to purchase vehicles to the latest Euro emissions
standards but it does so to retain resale value. The fleet has had to be
accessible under Manx Law since 1 January this year.
 Engineering facilities at Bank Circus are set up purely for vehicle

maintenance. They do not have the facilities or resources to carry out midlife overhauls on the island, which is a factor in the decision to keep the bus
fleet age low.
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 Properties: The principal property is the headquarters, depot and

workshops at Bank Circus in Douglas. Lord Street in Douglas houses
facilities for drivers’ refreshment breaks. There is a small building at Port
Erin and a small depot at Ramsey with fuelling, washing and parking
facilities alongside.
 Relationship with Rail: The most obvious public-facing relationship with

rail is the inter-availability of the range of Go smartcard tickets. And that
60% of Administrative and Commercial staff share their time between bus
and rail
 Minibuses: Within the ‘minibus section’ there are two groups of vehicles,

28 (plus three spare) used by in-house drivers and 37 managed and
maintained for other organisations. The 28 vehicles Bus Vannin runs inhouse are used for a wide variety of ‘services’. Bus Vannin only has
sufficient drivers to man 22 minibuses.
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15Areas for Cost Savings

15

15.1 Introduction
15.1.1

The Isle of Man Government’s SAVE initiative seeks ways of delivering services
to the island more efficiently and reduce the cost of delivering public services.
This section looks at areas where cost savings could be made should the need
arise. In examining potential cost savings we remain conscious of the ‘whole
island’ approach where, for example, withdrawal of an entire bus service
would have budgetary implications for other areas of government activity.

15.1.2

The need to do any of these would be wholly dependent on their necessity. As
it stands, Bus Vannin is in the fortunate position of growing revenue in an
expanding market and declining call upon the subvention for the core
operation. However, whatever system is in place needs to be able to handle
the opposite scenario, if costs soar and patronage takes a downturn and there
is a call for increased subvention, or the available subvention decreases.

15.1.3

We stressed in Section 3.8 our opinion that while the subvention of £6m for
2017/18 funded a significant number of bus-related activities, the cost of each
of them was not sufficiently established, so there is no actual knowledge of
how much of the subvention goes towards maintaining unprofitable bus
services, for example.

15.1.4

Areas to investigate for potential cost savings include:
a) Pre-2014 Drivers’ enhanced pay rates;
b) Some of the working agreements for all drivers;
c) Structure and salaries for supervisors and management;
d) Economies on poorly used journeys (which needs at least a basic route
costing and some ‘political’ guidance in the form of a stated policy on
appropriate service levels).
e) A review of school bus provision and the 30p fare; (for neither of which, of
course, we have precise cost figures);
f) A review of the minibus operations and costs, now that Bus Vannin is the
budget holder for the majority; and
g) Concessionary fares (although again we do not know the true cost of the
scheme) and the age for eligibility.

15.1.5

There is a number of ways in which concessionary passengers could be treated
as the Isle of Man is not limited by EU regulations on reimbursement
principles. Politically it could be judged that a concessionary passenger has
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equal value (and thus makes a theoretically equal cash contribution) to any
other passenger.
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16Governance - Roles and Responsibilities

16

16.1 Introduction
16.1.1

Our proposed ‘Corporation’ structure recommends a change to the
management structure which we detail below.

16.2 Succession Planning – Director of Transport Services:
16.2.1

Ready for the Director’s anticipated retirement, there needs to be a clear
definition of the roles which his successor (or successors) needs to fulfil. As it
stands, the Director is policy advisor, commissioner and delivery agent and we
consider that there needs to be a division, certainly between the first two and
the latter.

16.2.2

Under our proposed structure we see two distinct and clear separate roles:
 The Director of Transport Services






A senior member of DOI staff reporting to The Chief Executive Officer.
Responsible for formulating and implementing government policy,
advising politicians and acting as commissioner of transport services from
Bus Vannin;
Possibly with a similar role in relation to rail operations but we would not
pre-judge the outcome of the rail review;
The Director would have no direct input into the operation of Bus Vannin.

 The General Manager, Bus Vannin


Would be the person responsible for delivering the services operated by
Bus Vannin to the criteria specified by The Director and within the agreed
budget. He or she would also be responsible for submitting bids for
capital expenditure.

16.2.3

The closest role to the latter is probably an old-style General Manager of a
municipal undertaking. However, the precise job roles will be dependent upon
the future structure of transport delivery. Within a Departmental structure, the
commissioning role could be undertaken from the centre of the Department.

16.2.4

Indeed, it is the Minister who ultimately sets service standards under the
current model so with the addition of some degree of specialist knowledge the
current policy and strategy team could take on this role. This would also need
to be the case, with the addition of legal and procurement skills, if the
operation were to be separated from the Department.
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16.2.5

Without any other changes, the General Manager’s post is a new one and
therefore would represent additional cost. However, there is already a ‘Head of
Operations’ who currently is responsible for the operation of both the bus and
rail services. It is difficult to justify Bus Vannin having both roles as, in theory,
the Head of Operations is already the person responsible for ensuring the
provision the services, while the Chief Engineer is responsible for ensuring the
availability of the fleet to a satisfactory level of maintenance.

16.2.6

Dependent on the outcome of the rail review there might also need to be a
review of reporting lines for bus engineers. We do not see that Bus Vannin as
a standalone outfit requires both Head of Operations and Chief Engineer. A
single senior role is sufficient. This, ultimately, is a decision for DOI to make.

16.3 Governing Body
16.3.1

In our recommendation we have referred to the proposed governing body as
‘the Committee’. Committees in any form of government body are generally
bodies of elected members overseen by a chairperson. This is not our intention
here, but nor is the term ‘Board’ readily applicable as this is usually taken to
represent Directors with statutory duties appointed to a limited company to
represent shareholders. We also do not mean a statutory Board in the way the
utility companies have.

16.3.2

The committee would be led by a chairperson appointed by the Isle of Man
Government or its appointed representative. The chair would be someone who
is well connected to and familiar with the workings of the Isle of Man
Government and to the political process. Based on the current Isle of Man
Government structure, the default chairperson might logically be the DOI
political Member with responsibility for public transport.

16.3.3

However they would not be there to impose the will of the Isle of Man
Government, their main function would be to capitalise on their local and
procedural knowledge and contacts in order to implement things effectively.
We would expect The Committee to meet on a broadly quarterly basis
focussed on key dates.

16.3.4

In addition to the chairperson and the General Manager we suggest that The
Committee includes:
 The senior member of engineering staff;
 A representative of the Treasury;
 A passenger representative (appointed by the DOI);
 A bus industry ‘expert’.
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16.3.5

The structure is flexible. Isle of Man Government might wish, for example, for
a Department of Education, Sport and Culture representative to sit on the
Committee as school transport is a key aspect of service provision and/or a
representative from the Department of Health and Social Care. We would,
however, guard against The Committee being too large to function effectively.

16.3.6

Outside the meetings of the whole Committee we would expect the
chairperson and the General Manager to work together as a team, with the
chairperson looking more outwards and the General Manager inwards.

16.3.7

The Committee would be expected to set the direction of travel, contribute
their knowledge and ideas, ask the difficult questions, query procedures and
monitor progress in meaningful ways.

16.4 Inter-Departmental Relationships
16.4.1

The Isle of Man’s relations between government departments are rather
different to the off-island practice of ‘locked’ departmental budgets, recharges
and Service Level Agreements.

16.4.2

The theory is that if one department carries out work for, or inherits a role
from another, then there should be an appropriate transfer of budget to the
provider, although there are cases where Bus Vannin charges other
departments for specific activities. The Committee will have a role in ensuring
that this happens.

16.5 Bus and Rail
16.5.1

The future of the rail operational structure has an influence here. In many
ways it is also dependent on the recommendations of the rail review. As an
example, the Bus Vannin engineers report to the Bus Maintenance Manager
who reports to the Chief Engineer or, in his absence, the Head of Operations.
There might, for example, be a recommendation that the current Chief
Engineer becomes or is replaced by a ‘Head of Rail’ in which case the reporting
lines for bus engineering staff and many other roles would also need to
change.

16.5.2

We feel that a separation would be a negative step. Separated organisations
encourage silo thinking and a failure of mutual support plus there would
undoubtedly need to be some separation of shared roles. For example, where
bus supervisors currently oversee evening trains on the Isle of Man Railway, a
separated rail division would need to deploy its own supervisors.

16.5.3

We must consider that the Isle of Man currently has what many English local
authorities are seeking – an umbrella organisation in charge of all public
transport except taxis, together with tickets which can be used on all modes.
The roles with shared responsibilities come some way down the ‘tree’ of
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employees. This is far better than is achieved, for example, in the English
Passenger Transport Executives where bus, tram and rail people are separated
at a high level.
16.5.4

If there is continued joint management of bus and rail then there is a great
deal of sense in The Committee also overseeing rail matters.
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17Legislation

17

17.1 Introduction
17.1.1

This section gives our recommendations for a limited number of changes to
legislation.

17.2 Road Traffic Act
17.2.1

The failure to grant Bus Vannin’s two DRT licence applications shows a
deficiency in the legislation in that there is no time period set within which
RTLC must make a decision. s34 of The Act allows appeals to the High Bailiff
against decisions of the RTLC with regard to granting or refusing licences but
there is no set appeal process against its failure to reach a decision. Thus the
DOI (t/a Bus Vannin) applications were made in November 2017 and there is
still no decision in mid-March 2018.

17.2.2

Associated with this too is the loose definition of objectors who can make a
valid objection to RTLC and that the stalling of the Bus Vannin applications is
blocking:
a) a cost-saving measure intended to be carried out by a government body
on behalf of a government department and
b) an innovative method of service delivery in a rural area where large buses
are far in excess of the level of demand.

17.2.3

Both operator licences (s12) and service licences (s32) have a set maximum
term of validity of five years. This seems unnecessarily limiting and, in fact,
can be conflicting if a service licence runs across the cessation of validity of
the operator licence.

17.2.4

Overall, the legislation needs to be updated to reflect new means of service
delivery using apps etc. although the provisions of s25 do allow for a variable
route driven by demand, it is not clear whether it allows flexible times in the
same way.

17.3 The Licence Application Impasse
17.3.1

It can be said without dispute that a nine month wait for a decision on a
licence application is unreasonable. RTLC is, of course, quite within the law as
it stands to prevaricate. It might be possible for the Department to use a
Petition of Doleance to force a decision. The risk, of course, is that it would
force a refusal, but then reasons would need to be given and there is recourse
to appeal.
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17.4 Disability Discrimination Act 2016
17.4.1

The operation of the rail-based services and of the bus heritage fleet is now
technically in breach of the provisions of this Act as enacted from January
2018. The main provisions allow for ‘inaccessible’ services if there is an
acceptable alternative accessible facility. It could be argued that the presence
of parallel accessible bus services to Port Erin and Ramsey satisfy this
requirement, but there is no alternative for Snaefell.

17.4.2

There needs to be some sort of exemption drawn up for the rail operations and
the use of the heritage fleet.

17.5 Recommendations
17.5.1

We make a series of recommendations for changes to the Road Traffic Act
2001 principally:
 To define the list of bodies to be consulted on any licence application;
 Remove fares particulars from licences;
 Set a fixed timescale within which the RTLC must make a decision; and
 Allow the continuation of an Operator’s Licence and remove the need for

new Service Licences every five years;
In Detail
(a)

Amend s12 (2) to allow a continuation of an operator’s licence rather
than the need for a new application every five years;

(b)

Amend s25 (3) to add a new definition of a demand responsive service;

(c)

Remove s26 (1) (a) (i) relating to fares;

(d)

Amend s26 (2) (e) to define such representative bodies;

(e)

Amend s26 (3) (a) to remove the words ‘objections or’;

(f)

Amend s26 (4) by the addition of a clause stating the maximum period
which can elapse between the lodging of the application with RTLC and
the making of the decision;

(g)

s29 and s30 need to be updated to define ‘plying for hire’ with respect
to the use of apps etc.;

(h)

s32 (1) should end with the words ‘continue in force unless:’

(i)

s32 (1) (a) should read ‘the holder of the licence applies to cancel
same’; and
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(j)

s32 (1) (b) should read ‘it has been granted for a defined period only’.

17.6 School Transport
17.6.1

The current informal arrangement between the Department of Education,
Sport & Culture and Bus Vannin appears to work well, with there being the
expectation that Bus Vannin provides capacity to match demand. The
Department of Education, Sport & Culture also receives a bonus by means of
the supply of swimming and sports contracts as part of the ‘deal’ with Bus
Vannin using vehicles and drivers that would otherwise be unoccupied
between runs to and from school.

17.6.2

Currently, pupils on the island receive free travel if they receive free school
meals and live more than two miles from school, measured in a straight line
from school to front door. This is fairly straightforward to measure using
MANGIS.

17.6.3

There are disadvantages to eligibility criteria for school transport being set in
law. In particular, off-island experience shows that if, say, a statutory limit of
three miles safe walking distance was imposed above which free transport
must be provided to school (as in England) then much time is spent in arguing
what exactly constitutes a ‘safe’ walking route. In addition, the three mile
limit, if rigidly imposed, results in neighbours receiving or not receiving free
school transport.

17.6.4

We therefore would not recommend any change to current school transport
legislation for the provision of transport.

17.7 Schoolchildren’s Fares Recommendations
17.7.1

However, we do recommend an amendment to the Maximum Fare (School Bus
Routes) Regulations 2014, to legally extend the concessionary fare to embrace
all services at school times rather than just those specified to reflect the actual
practice.

17.7.2

In addition, the DOI should consider whether to enforce the issue of the
concession on a single journey basis or whether it wishes to amend the
Regulations to reflect the current situation and limit its availability to holders
of Go School smartcards.
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18Costings and The Subvention

18

18.1 Introduction
18.1.1

This section looks at the principles behind a route costing system to be
introduced as a performance measure and also ways of identifying separate
costs covered by the Subvention.

18.2 The Subvention
18.2.1

Put simply, the Subvention is intended to cover the gap between revenue and
cost. Originally this applied purely to the bus and rail operations but now
covers some of Bus Vannin’s other activities too. Yet it is not clear exactly
what the Subvention is paying for and it took particular effort to be able to
break down the current sum. The subvention certainly covers concessionary
fares, certainly school bus provision, certainly some free school travel,
certainly some defined ‘minibus’ activities and, presumably, some loss-making
bus services. We suggest that there is a need for the amounts and their
purpose to be more clearly delineated.

18.2.2

The DOI for its part should provide better definition of what the subvention
pays for and what it requires from the bus network. Based on current usage
the Director’s relationship of patronage to service provision is a good start but
there should, in addition, be minimum standards of service set, not only for
the rural areas such as Andreas and Sound, but also to define what the
appropriate level of service should be for more urban areas.

18.2.3

There is the possibility, perhaps even likelihood, that the subvention will be
reduced. We would envisage a simple reduction in the form of say, a million
pounds less. It is then unclear where this million pound ‘cut’ would fall. Our
expectation would be that Bus Vannin would be expected to present a range of
options.

18.3 Route Costing
18.3.1

We advocate the introduction of a period-based route costing system. Whilst
we appreciate that there is a school of thought that Bus Vannin does not need
a route costing system because it purely represents a circuit of Isle of Man
Government money which through the subvention funds the gap between cost
and revenue, we consider that it is an invaluable commercial tool. The current
simple passenger demand model suffices only so long as the status quo
remains in the balance of revenue, subvention and cost.

18.3.2

It is difficult to introduce such a system while significant inputs remain
unknown, but we see route costing as a valuable tool for measuring
performance and to see which routes are growing and which are in decline.
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18.3.3

Any route costing is an estimate. There is no system that is one hundred per
cent ‘correct’. Beyond costs which are directly attributable to a service there
are many principles which can be adopted to allocate other costs. But there
are questions even with direct costs. For example if a driver finishes on service
‘A’ at 1330 and picks up a school bus ‘B’ at 1530, which service is charged
with the intervening two hours’ pay? Conventionally, all unproductive paid
time is summated and spread across all services.

18.3.4

Historically, bus operators charged many costs on the basis of miles operated,
despite the fact that the major cost elements are chiefly time based variable
costs (principally pay) or unit based fixed costs (PVR (peak vehicle)-based).
Miles-based costs load cost onto longer, faster services and away from
shorter, slower services.

18.4 Overheads
18.4.1

Overheads have been a particular issue throughout our experience of costing
exercises and in establishing what costs go into the category of ‘overheads’.
As a result, we find that operators frequently concentrate almost entirely on
performance at contribution level, that is, whether a service makes a profit on
its direct operating costs.

18.4.2

It is the nature of services which ‘make a contribution’ that the operator is
better off by operating the service than not, but something somewhere needs
to cover the overhead cost. A depot full of services making a contribution is
likely to be loss-making if the overhead costs are not covered.

18.4.3

Yet successive reductions of operations typical of off-island operators merely
led to the obvious consequence - a greater share of overheads being borne by
the remaining operation and leaving further services which do not cover all of
their costs. By definition, overheads are fixed to a large degree and hence
difficult to reduce significantly except by making major changes such as
closing a depot.

18.5 Areas of Cost
18.5.1

There are five basic areas of cost:
a) Drivers’ Labour (and on-costs) – clearly directly linked to hours of service
provided;
b) Depreciation (loan charges on IoM) – Why is the bus in the fleet? Any
vehicle in the fleet will depreciate whether used or not so is clearly linked
to PVR. Further discussion of depreciation is in 19.2 below.
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c) Fuel – traditionally allocated by miles but in fact fuel consumption is
related to speed – faster services are more fuel-efficient, so in effect hours
is probably a better measure.
d) Maintenance – this falls into two types ultimately – fixed – maintenance
done independent of vehicle use (probably including major unit changes
and refurbishment where the cost is spread over time) and variable –
maintenance (including labour) resulting from wear and tear on the
vehicle.


The first category is related to PVR; the second is related to time in
service. The proportions are usually arguable too, but exercises with
operators looking at maintenance costs in detail gave a 50/50 split fairly
consistently.

e) Overheads – allocated to PVR. The majority of overheads don’t increase or
decrease if hours or mileage change. It can, however, be argued that they
don’t usually change if PVR alters either! However, the most ‘fixed’ item of
operation is PVR and to allocate overheads by mileage or hours is
fundamentally inappropriate.

18.6 Cost Allocations
18.6.1

We recommend the simple allocation of all costs on only three bases:
 PVR
 Hours and
 miles.

Table 62: Proposed Allocation of Costs
Cost Heading

Allocated According to:

Drivers and Supervisory Costs

Hours

Maintenance

50% Hours / 50% PVR

Fuel

Hours

Tyres

Miles

Depreciation or Loan Charges

PVR

Overheads

PVR

18.7 Revenue Allocation
18.7.1

Bus Vannin is among the majority of bus operators in that significant amounts
of revenue are not paid directly on the bus by the passenger. There needs to
be some method of allocating off-bus revenue to services without the need to
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change any ticket-issuing procedures. We recommend the allocation of off-bus
revenue on the basis outlined in Table 63.
18.7.2

Average adult income would be calculated quite simply for Bus Vannin, using
only Single, Return and Day Tickets. All others are not bought on-bus.

18.7.3

We still recommend that a more accurate allocation of Explorer revenue
between bus and rail is calculated as our estimation is that the bus share is
significantly under-estimated.

Table 63: Proposed Allocation of on and off-bus Revenue
Revenue Heading

Allocated to Service According to:

On Bus

Cash sales on bus

Concessions

Number of trips weighted by average adult income (possibly split
peak and off-peak)

Go Places

Value of Trip

Go Easy / Platinum /
Explore

Number of trips weighted by average adult income

Go School

Number of trips at a nominal value less 30p9

Subvention

To service to bridge gap between cost and revenue

18.8 Route Costing Principles
18.8.1

The guiding principle for route costing should be that once the spreadsheet is
set up, the period end route costing should be simple to compile for someone
with reasonable knowledge of Excel. The setting up will take some effort but
once established it should almost be an automatic process.
 Costs would be extracted from the Axapta system and
 revenue would come from ‘Ticketer’ reports and off-bus sales figures;
 a ‘route’ would refer to a grouped set of similar routes (all of the variants of

services 5 and 6, for example) organised as Bus Vannin finds most
meaningful.

18.9 Concessionary Fares for Older Persons and People with
Disabilities
18.9.1

9

The DoI Minister sets the criteria for availability and level of concession offered
by making a scheme as enabled by The Concessionary Travel Scheme Act
2016. Currently different concessions and times of availability apply to older
passengers, disabled passengers and scholars and students. Movement is slow

(see 18.10)
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in bringing eligibility up to meet IoM retirement age. It will be 2025 before the
current age limit for concessions will coincide with retirement age.
18.9.2

Other than retaining the age of concessionary eligibility at 60 all of these
concessions are fairly common. In the online ‘SAVE’ consultation, the most
frequent public-transport related comments were variations on ‘Why do we
still dish out free passes at 60?’.

18.9.3

Yet it appears that the Isle of Man Government has little idea how much these
concessions cost. They are simply covered by the Subvention. We feel that an
assessment of the cost of the concessions is very desirable.

18.9.4

The off-island process for concessionary fares is governed by the EU regulation
which stipulates that the operator being reimbursed must be both no better off
and no worse off than if there was no scheme. Put simply:
 The amount of revenue from a concessionary scheme should be equal to

the revenue from fares that concessionary passholders would pay if they
had to pay full fare.
18.9.5

Although this makes it clear that the subsidy goes to the passholder and not
the operator, there is simply no argument that concessionary passholders do
make more trips (‘generated trips’) if they travel free. This was proved on the
Isle of Man by the drop in use when the free school travel was replaced by the
25p fare. The arguments come around when considering what level of trips are
generated.

18.9.6

Whatever figure is decided on, this principle clearly accepts that some
concessionary trips are worthless. The net result is that operators (rightly from
a commercial viewpoint) consider concessionary travellers as being lower
value than farepayers because they only contribute a fraction of the income
which a farepayer would. Our estimate for the Isle of Man suggested fifty per
cent.

18.9.7

But in terms of the Isle of Man, unhindered by the EU guidance, is this
acceptance correct? If the Isle of Man Government accepts that there is a
social dividend from the availability of concessionary passes, not only to the
passholder, but to the facilities and businesses he or she visits and in terms of
reduction of traffic congestion, then surely a concessionary trip could be
regarded as equal value to any other passenger trip. This is also a convenient
way of monetising social dividend.

18.9.8

The ‘whole island’ approach leads us to link the availability of bus services and
demands on other services, in particular the Department of Health and Social
Care. Currently, home care visits of roughly seven hundred hours per week at
an annual cost of £1.5m are carried out by DHSC staff. These are mainly for
clients with complex needs. In the absence of bus services offering
independent travel the call upon voluntary organisations and Bus Vannin’s
minibus transport on behalf of DHSC will increase as will the need for home
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visits. This would all increase cost elsewhere even though there may well be a
saving at Bus Vannin.
18.9.9

Bus Vannin would then effectively be ‘reimbursed’ up to the full value of the
trip made, although since the size of the subvention is fixed this only implies
that a greater share of the subvention relates to concessionary fares. Instead
of the initial £660k budget we suggest this might be rather in excess of £1m.
It would need further data analysis to be more precise.

18.10 Child Concessions
18.10.1

The 30p concessionary fare for students is set under the terms of the
Maximum Fare (School Bus Routes) Regulations 2014 as a generic regulation
under s35 of the Road Transport Act 2001 allowing the RTLC to set the
maximum fare chargeable.

18.10.2

There is a clear government intention to subsidise the cost of travel to school,
but as with the main concessionary scheme there is no clear knowledge of the
cost of implementing this concession. We could make the assumption that the
counterfactual would be that schoolchildren would otherwise pay half fare,
although a fully commercially-minded Bus Vannin might decide otherwise.

18.10.3

Off-island studies into elasticities of demand for child fares have produced
various results suggesting that in particular circumstances they are either
inelastic (schoolchildren would travel anyway) or very elastic (there is a great
deal of resistance to fare increases). However, the argument that more
schoolchildren travel because of the low fare equally applies here. Certainly
the evidence of the fall in demand after the switch from free travel to the
initial 25p flat fare showed that demand for school travel is elastic.

18.10.4

School child travel patterns are not as predictable as might be thought. The
classic assumption is that each child uses the same bus five days a week,
morning and afternoon. However, TAS work on Jersey looking at scholars’
travel patterns found a huge range of patterns including schoolchildren who
travel morning only or afternoon only or only on certain days of the week.

18.10.5

The same argument applies to the child scheme as the main concessionary
scheme. If we consider the social value of the discounted fare we should
assume that the cost is made up of the difference between the 30p income
and the half fare which would otherwise be paid10.

10

The availability of the ‘Go Teen’ card at a nominal single fare of approximately £1 might influence the level of fare,
although we found only three of these in use in the sample data for September.
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18.10.6

Deciding on the level of half fare which would be paid is an imprecise art. We
suggest three possible ways of establishing this:
a) Use the average of child fares paid


In our sample September data there were 3,500 child singles and 175
child returns during the school week (excluding Sat/Sun) of which around
700 are on the bespoke school services;

b) Use a nominal fare value, say a three mile fare; or
c) Carry out a one-off exercise to look at boarding points and applicable fare
to school.

18.11 Legislation Limitation
18.11.1

The Maximum Fare (School Bus Routes) Regulations 2014 is a very specific
piece of legislation applying to schoolchildren during term time using specified
services serving specified schools. The Regulation does not make any age
differential in applying the concession.

18.11.2

As such there is no legal obligation on Bus Vannin to offer the concession on
its main services, nor does it specify the limitation of the concession to cover
only those pupils holding Go School smartcards. In fact we would argue that
the latter limitation goes against the principle of the legislation and
discriminates against schoolchildren using buses on an occasional basis.

18.11.3

We consider that the eligibility should be legally extended to embrace all
services at school times to reflect current practice and the DOI should consider
whether it wishes to enforce the issue of the concession on a single journey
basis or further amend the legislation to limit its availability to cardholders.
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19Assets and Capital Expenditure

19

19.1 Introduction
19.1.1

This section looks at how assets are measured and the processes surrounding
capital expenditure.

19.2 Assets
19.2.1

As Bus Vannin is not a legally separate entity, all assets are the possessions of
the DOI. There is a distinction at the moment between operation of properties
by the Transport Services Division and maintenance by the Estates Shared
Services Division. Estates Shared Services budgets for this at around £350k
per annum. Transport Services Division both operates and maintains vehicles
and other equipment.

19.2.2

The key difference between Bus Vannin and most limited companies is the lack
of depreciation charges. There is a broad equivalent in the way that a ‘loan’
from the Treasury to, for example, purchase new vehicles, is repaid over a
period of time. What is not clear is whether this loan repayment includes an
element of interest charges or whether Bus Vannin benefits from a zero
interest loan.

19.2.3

These ‘loan charges’ are not separated out by item so it is not possible to
identify vehicle purchase costs separately from other expenditure although this
would be desirable.

19.2.4

A classic approach of depreciating the asset over its life expectancy does have
the disadvantage of assigning a book value to each vehicle and the need to
maintain and update an asset register. We do not feel it is essential to do this.

19.2.5

Ultimately, whichever way these charges are handled they represent an
overhead cost to Bus Vannin and, certainly in a route costing system, would
be handled in the same way.

19.3 Capital Expenditure
19.3.1

The process of ‘bidding’ for and making a business case for capital expenditure
seems clear, perfectly in order and we see no reason to change.

19.3.2

In addition, there is clear and defined fleet replacement programme leading
into the capital expenditure process. This is actually one of the best such
documents we have seen as it makes a clear case for vehicle replacement
based on suitability for continued service on the island and resale value,
unhindered by the concept of ‘book value’. This is illustrated, for example, in
the 2017 plan which led to refurbishment and retention of Volvo B9TL double
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decks while expressing a wish to replace the Wright Streetlites at an early
date.
19.3.3

We therefore see no reason to do other than update this on an annual basis
and acknowledge that it will need to expand to include the minibus fleet in the
near future. The issue of not adhering to ‘book value’ will have dividends for
minibus replacement in that a judgement call can be made based on the
condition of each vehicle to decide whether it needs replacement rather than
be dictated by a strict age or book value criterion.

19.3.4

Other capital spending on physical features (the bus wash, resurfacing the
depot yard) and improved hardware (ticket machines, ‘next stop
announcements’) is approved through the Minor Capital Works programme, for
which a budget is established each year. Again we see no reason for this to be
changed.
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20Performance Management and Reporting

20

20.1 Introduction
20.1.1

In order to provide the Committee (or other governance body), General
Manager and operational managers with information to measure the success
or otherwise of their endeavours and highlight areas needing attention, a
robust system of data gathering, processing and presentation needs to be put
in place. It would need a commitment of time and discussion to design and
install but, once in place, should require minimal effort to maintain and
produce reports.

20.1.2

The report types and performance indicators suggested here are deliberately
generic as the actual data used by any organisation depends on what source
information is readily available or can be made available with justifiable effort
and what absolute numbers and performance indicators (PIs) are meaningful
for particular activities.

20.1.3

All too often, data is gathered at considerable expense and then the reports
are ignored by those who receive them because they don’t trust their
accuracy, they measure the wrong things or are difficult to interpret. Putting a
new system in place from scratch provides an opportunity to avoid these
pitfalls.

20.1.4

The top-level reports described herein are derived from data gathered at the
lowest level of activity, such as hours worked by staff and invoices paid for
vehicle parts so, in compiling top level reports, it is possible to produce others
for the use of supervisors and front line staff. The latter could include
passenger satisfaction levels, change in patronage and the percentage of
vehicles off the road, all of which help to make employees aware of their
contribution to the organisation.

20.2 Reporting Structure
20.2.1

It is helpful, for performance management purposes, to split the organisation
into divisions. They have different income and expenditure types and
operating characteristics and it helps to have a clear understanding of the
financial impact of each separate activity and its contribution to the whole.

20.2.2

In the case of Bus Vannin, those divisions might be:
 bus services;
 heritage services;
 minibus services (with BV drivers);
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 other minibus services;
 engineering services and
 management and overheads.
20.2.3

For each of the divisions, the top level reports would measure:
 income and expenditure;
 resources used;
 efficiency and
 service quality and safety

20.2.4

Whilst absolute numbers used in such reports are important, they are
sometimes not the most useful statistic and often a ratio or unit cost is more
helpful in identifying changes and trends and we have, therefore, included
examples below.

20.2.5

Top level summary reports would be produced monthly (or more probably
four-weekly) showing results for the month, cumulative year to date and
comparisons with the previous year. The ‘year’ could be the calendar year or
financial year, with the latter probably more relevant for a government –
owned body.

20.2.6

An annual report would summarise the monthly data with additional comment
on key changes and achievements, current and foreseeable pressures on the
organisation and targets for the following year.

20.3 Access to Reports
20.3.1

In most bus companies, management information can be closely guarded
secret, usually (and sometimes quite rightly) for commercial confidentiality
reasons, but also because access to it can be perceived by some managers as
a status symbol. In many large companies it stays within the ranks of senior
management and the Finance Department.

20.3.2

There is an irony in that many of the major PLCs and their subsidiaries
produce publicly available reports including performance and environmental
data11, while such information from public bodies can be lacking.

20.3.3

Bus Vannin should be rather different. As a publicly-funded organisation
employing local people and providing a wide range of services with whole-

11

For example: https://www.go-ahead.com/content/dam/goahead/corporate/documents/Sustainability%20Reports/PerformanceAndReports/2015/Brighton%20&%20Hove%20sus
tainability%20report%202015%20V2.pdf.downloadasset.pdf
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island benefits and with no competition, it’s difficult to justify restricting access
to the reports.
20.3.4

While information would, no doubt, be used by trade unions, the press,
politicians etc. to support a particular point or case, open access and
transparency would, in the long term, improve public confidence in ‘their’ bus
service. This is particularly true in the case of Bus Vannin which, as we have
shown, performs well on many fronts compared to bus companies elsewhere.

20.4 Performance Measurement - Income and Expenditure
20.4.1

Some areas of activity are not intended to generate income but it is still
important to monitor whatever income they do have and their expenditure.
So, for instance, engineering services would have significant expenditure and
comparatively little income while other divisions would have a more
conventional profit and loss account.

20.4.2

What matters is the ability to use the figures to measure whether income and
expenditure are heading in the right direction when compared to previous time
periods or targets and whether resources are being more or less efficiently.

20.4.3

So, whilst it is, of course, necessary to know actual expenditure for different
cost headings and income from every source, it is equally important to know,
for instance, income per peak vehicle, cost per employee hour and
maintenance cost per hour. Ratios such as these can demonstrate the
outcome of particular management initiatives and identify areas where change
might improve efficiency.

20.5 Performance Measurement - Resources Used
20.5.1

Every organisation needs to know how many people it employs and vehicles it
owns, the number of support staff and the volume of services it buys in and
how these change over time but performance indicators are a more useful
management tool.

20.5.2

For instance, the number of bus drivers employed at the end of each month is
interesting but the average number of driving hours per driver is an indicator
of efficiency, as is the number of enhanced pay hours as a percentage of all
pay hours. Similarly, the number of fitters employed per peak bus says a lot
more than simply the number of fitters.

20.6 Performance Measurement - Efficiency
20.6.1

Performance management reports should identify whether resources are being
used efficiently and how that changes over time. In simple terms, are we
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getting more output for less input compared to a previous equivalent time
period?
20.6.2

In particular, it is important to measure staff productivity and vehicle
utilisation. If staff productivity improves, then unit costs and overall costs will
be lower than they would otherwise have been. If vehicle utilisation improves,
then the same amount of work can be carried out with fewer vehicles and the
size of the fleet will reduce. Every vehicle ‘saved’ reduces expenditure and the
subvention. Similarly if revenue grows an increase per vehicle has the same
effect.

20.6.3

Staff productivity can be measured in many ways but in the provision of
transport services, a useful measure is the number of productive hours as a
percentage of paid hours.
 For drivers, it might be ‘on the road hours’ to paid hours
 For fitters, ‘hours allocated to jobs’ to paid hours
 To measure fleet utilisation, ratios might be miles per vehicle or scheduled

hours per vehicle.
 To measure workshop efficiency in terms of providing service to ‘operations’

(which is its raison d’être), the performance indicator might be the
percentage of vehicles unavailable for service per morning peak period.
20.6.4

The factors used to measure effective use of resources must be meaningful
and measurable and should be compared on a like-for-like basis over time, to
demonstrate how the relationship between units of input and output change.

20.7 Performance Measurement - Service Quality and Safety
20.7.1

These aspects of service provision are often perceived as ‘too difficult’ and or
not important enough to measure. However, service quality is very important
to those who pay for them, the passengers, and safety should be a prime
consideration for managers who should, therefore, want to know how they are
performing in these areas.

20.7.2

Hard safety data can come from incident reports, driver daily vehicle check
records, accident reports, insurance claims, vehicle prohibitions and workshop
records. Monthly top level reports might include the number of reported
passenger accidents and action taken to prevent similar occurrences.

20.7.3

Service quality can be monitored in objective terms by measuring the
percentage of missed journeys or missed miles per time period. Perceived
quality is, of course, more subjective but can be measured via customer
complaints, comments and compliments and passenger surveys undertaken by
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an independent body using specific factors which are scored rather than just
commented on, akin to a ‘mystery shopping’ exercise.

20.8 The Way Forward
20.8.1

It would, of course, be theoretically possible to introduce a new,
comprehensive reporting regime, with clever software that can produce
reports at the touch of a button. However, the human and financial resources
needed to buy an appropriate package that is compatible with IOMG systems,
install it, feed it with data and maintain the flow of information would almost
certainly not justify the cost of doing so.

20.8.2

A more sensible approach would be to define what reports and data would be
useful and meaningful at all levels of the organisation, identify what data is
currently available and what additional data gathering would be needed and
then work with IOMG to put a system in place on a phased basis. In all
probability using software no more sophisticated than Microsoft Excel.
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21Areas for Cost Savings

21

21.1 Introduction
21.1.1

The Isle of Man Government’s SAVE initiative seeks ways of delivering services
to the island more efficiently. The adoption of an option which results in
comparatively little change does not mean that there is little potential for cost
savings. There are several potential areas for cost saving.

21.1.2

This section looks at areas where cost savings could be made should the need
arise. In examining potential cost savings we remain conscious of the ‘whole
island’ approach where, for example, withdrawal of an entire bus service
would have budgetary implications for other areas of government activity.

21.1.3

The need to do any of these would be wholly dependent on their necessity. As
it stands, Bus Vannin is in the fortunate position of growing revenue in an
expanding market and declining call upon the subvention for the core
operation. However, whatever system is in place needs to be able to handle
the opposite scenario, if costs soar and patronage takes a downturn and there
is a call for increased subvention.

21.1.4

We stressed in Section 3.8 our opinion that while the subvention of £6.1m for
2017/18 funded a significant number of bus-related items, the division was
not sufficiently established, so there is no actual knowledge of how much of
the subvention goes towards maintaining unprofitable bus services, for
example. This needs to be done before any saving can be properly evaluated
as discussed in Section 18.

21.2 Crew Schedules and Conditions
21.2.1

Our consideration is that any saving in wage costs for road staff is likely to
come mainly from the relaxation of agreements and conditions rather than a
reduction in actual wage. The 2014 new starter rate at £11.73 per hour (after
one year’s service) is reasonable for a consolidated rate (one that is paid per
hour of rostered work regardless of time or day). Much below this and there is
a danger of falling into the low wage equals low calibre staff scenario.

21.2.2

The difference between this rate and the pre-2014 basic rate of £13.45 is not
something that we consider to be worth provoking a costly industrial dispute in
order to harmonise rates. However, the enhanced rate for pre-2014 staff at
£19.29 is different. It is a very high rate of pay to apply for all hours worked
at weekends and on Bank Holidays, although we lack figures to say how many
hours are paid at this rate annually.
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21.2.3

Beyond this, the restrictions imposed by the drivers’ agreement merit further
investigation. Aspects which are likely to increase cost are:
a) Excluding Sundays from the main working rota – effectively Sundays are
‘voluntary’;
b) Despite the achievement of implementing the hour’s unpaid break, there
are still significant periods of drivers being paid not to drive and the ratio
of wheel turning hours to paid hours is not high;
c) The fifteen-minute signing on allowance is paid on all shifts, not just those
taking a bus out first time;
d) A ‘shift disturbance payment’ is added to pay for all completed rostered
shifts;
e) A severe limitation on rostering is imposed by having a maximum of 25%
of Monday to Friday shifts driving for over four hours (33% at weekends);
f) The main drivers’ rota is limited to one ‘late’ duty – defined as one
finishing after 2010;
g) The arrangements for covering drivers’ shifts when the rostered driver is
not available, including a listed ‘priority order’ seem unduly complex and
do not minimise cost; In particular that any driver ‘overlooked’ during this
process is paid seven hours 24 minutes as compensation;
h) The spare driver provision (seven lines at Douglas) seems excessive;
i)

There are officially no split (or spreadover) shifts;

j) The guaranteed 37 hour week may be an issue if drivers choose not to
work their starred days in the rota;
k) New uniform including shoes is issued every 12 months. This probably
includes unwanted items. The convention now is to have a points system
whereby staff can choose their own items to renew.
21.2.4

We would recommend carrying out some ‘what if’ exercises as a priority to
calculate what savings accrue from changes to or removal of some of these
and constructing new sets of duties and rota. This should identify which
change offers the most potential saving. We suggest that this is first priority in
estimating budget savings.
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21.3 Other Areas to Investigate
21.3.1

We suggest some other areas to look at:
a) Even allowing a twenty per cent island ‘mark-up’ some of the salaries paid
to supervisors, management and engineers seem generous by comparison
with off-island operators.








The total of salaries for management and supervisory staff either shared
with rail or dedicated to Bus Vannin is: £1.0m per annum and for
Engineers £1.2m per annum in basic salaries alone for a business with a
nominal turnover of around £10m.
We do note however, that there has been some movement towards an
equivalent New Starter Rate for some engineering staff and management
rates will be dictated by equivalent grades or posts in other departments
(of which we have no knowledge) and there needs to be some
acknowledgement that while significant numbers of drivers remain on the
‘old’ pay rates some differential needs to be maintained12 to keep the
incentive of promotion;
In addition there has been a recent revision to new starter rates in
government posts.
We recommend that a review of staffing level and structure should be the
second priority to address.

b) Economies made by withdrawing poorly used journeys (which needs some
‘political’ guidance on appropriate service levels).


However, significant work on this was carried out during the 2012
network review with an update in 2015. How few passengers is too few?
(Our estimate is that cost saving here will not be huge due to the
difference between political and commercial service provision.)

c) A review of school bus provision and the 30p fare;




The matching of capacity to demand here is efficient already and we
wouldn’t expect to see numbers of vehicles saved;
But the possibility exists that some of the shorter routes could be
withdrawn on the assumption that pupils would walk instead. We do not,
however, underestimate the political fall-out from this sort of change.

d) A review of the minibuses now that Bus Vannin is the budget holder for the
majority;

12

This is an off-island issue too, where supervisors earn a basic salary while drivers’ earning potential can be
significantly higher.
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Which should be deferred until the two DRT operations are established
and

e) Concessionary fares and, in particular, the age for eligibility. {We consider
this to be the third highest priority for budget saving.)
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22Conclusions and Recommendations

22

22.1 Conclusions
22.1.1

The focus of the SAVE review is to find ways of looking at making government
functions more efficient and reduce the cost of delivering public services. The
Isle of Man Government is constituted so that local issues can have a
significant political influence, but conversely the size of the island makes it
much easier to take an ‘island-wide’ view of likely outcomes to change and
inter-departmental impacts.

22.2 Summary
 Bus Vannin has a stable network, with a review in May each year and

adjustments to suit school requirements; TT disrupts almost everything but
also leads to a huge spike in revenue;
 Drivers employed prior to 2014 are on a significantly higher rate of pay with

a very high rate for weekend work.
 There is no mandatory requirement in legislation to provide school

transport, but Bus Vannin is expected to provide the required capacity
which it is assumed is funded by the subvention and the loose arrangement
seems to work;
 Bus Vannin wishes to expand its DRT operation but the licence applications

have been blocked by the RTLC after objections from the taxi and private
hire trade;
 The island is not as seasonally influenced as first thought. The May to

September period sees revenue lift by 30% in an average week;
 There has been significant and enviable growth at Bus Vannin, with revenue

up 52% since 2009/10;
 The fleet is younger than the norm and its ticketing systems advanced;
 Some of the government’s IT systems are not compatible with a

commercially-minded bus


operation;

 The calculation of the subvention is part of a complex process; simply it is

supposed to be the difference between costs and revenue, but it is not
properly spelled out what the subvention is buying;
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 The fleet conforms to UK emissions and accessibility standards principally to

keep its resale value on the off-island secondhand market;
 Shared Fleet Services, with the support of Bus Vannin Engineering staff,

performs many of the functions which an off-island bus company would
have to carry out for itself.
 The Director of Transport Services is fulfilling several roles, has successfully

turned round many aspects of the business, is a forceful character and is
due to retire in September 2018.

22.3 Application to RTLC for DRT Services
22.3.1

We find it rather perplexing that there is a government agency (RTLC)
blocking an application by a second government agency (DOI / Bus Vannin) to
provide a contractually-agreed service on behalf of a third government agency
(Health and Social Care) where the beneficiaries (island residents) would be
using the service for health-related purposes. We can understand why the taxi
and private hire trade might object but under the terms of the legislation RTLC
must have invited them to object if they wished to do so.

22.3.2

There is a deficiency in the legislation in that there is no time period set within
which RTLC must make a decision, nor is there a set appeal process against its
decisions. Thus the DOI (t/a Bus Vannin) applications were made in June 2017
and there is still no decision in early February 2018. In addition, we are unsure
under what part of the legislation the RTLC feels it is able to deny new
applications for minibus driving licences. Overall, the legislation needs to be
updated to reflect new means of service delivery using apps etc.

22.4 Route Costing
22.4.1

It was a surprise to us that there is no route costing system, however basic. It
would undoubtedly take some work to adapt the output from Axapta to
allocate costs by route and more to calculate appropriate allocation of off-bus
sales but we see route costing as a valuable tool for measuring performance.

22.4.2

During our time on the island the Axapta system was identified as a source of
frustration. It is geared very much to a government or local authority
budgetting process, illustrated clearly by the way in which revenue is handled
as a negative cost. Within it, costs relating purely to Bus Vannin are not
readily extricable. Axapta is not a system that is appropriate for a pseudo
commercial operation such as Bus Vannin and would need to be adapted to
feed its likely needs for inputs to a route costing system.

22.4.3

We understand that The Director’s view is that route costing is not needed
because everything involved is a cycle of public money and that in a
politically-controlled network it is more difficult to further reduce services or
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remove service links and that the effort involved in measuring route
performance is therefore unwarranted, but a route costing system is a fairly
standard tool in both regulated and commercial operating environments.
22.4.4

While accepting that there is never such a thing as a hundred per cent
accurate route costing system, given the various ways of allocating costs and
apportioning revenue, we do feel that a period-based route costing statement
would be a valuable tool to measure performance.

22.5 Concessionary Fares:
22.5.1

Legislation allows the DOI Minister to set the criteria for availability and level
of concession offered. Currently different concessions and times of availability
apply to older passengers (although there is a seven year time period before
the current age limit for concessions will coincide with retirement age),
disabled passengers and scholars and students.

22.5.2

Other than retaining the age of eligibility at 60 all of these concessions are
fairly common. The introduction of half fares in the peak was introduced in
2015 in preference to movement on the age of eligibility. Yet it appears that
the Isle of Man Government has little idea how much these concessions cost.
They are simply covered by the Subvention. We feel that an assessment of the
cost of the concessions is very desirable and would be essential under a
different operating model.

22.5.3

Given current available figures one difficulty is identifying the sums to be
allocated to routes for concessionary travel but we address this in Section 3.14
and explain why Isle of Man Government might take a different view of the
value of concessionary trips compared to the UK norm.

22.6 Emissions Standards and Accessibility Requirements
22.6.1

Bus Vannin follows UK practice with regard to current Euro engine standards
and accessibility of its bus fleet. However, neither of these was written into
Manx law until the provisions of the Disability Discrimination Act 2016 came
into force on 1 January 2018. There is an exemption for the heritage fleet. As
Air Quality is something of an issue (or maybe not so pressing on the island as
in the major urban areas) we consider it is desirable for Bus Vannin to
continue to conform to the current Euro engine standards.

22.7 The Subvention
22.7.1

Put simply, the Subvention is intended to cover the gap between revenue and
cost. Originally this applied purely to the bus and rail operations but now
covers some of Bus Vannin’s other activities too. Yet it is not clear exactly
what the Subvention is paying for. As above, certainly concessionary fares,
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certainly school bus provision, certainly some defined ‘minibus’ activities and,
presumably, some loss-making bus services. We suggest that there is a need
for the amounts and their purpose to be more clearly delineated even under
the current operating model.

22.8 Succession Planning – Director of Transport Services:
22.8.1

Ready for the Director’s anticipated retirement, there needs to be a clear
definition of the roles which his successor (or successors) needs to fulfil. As it
stands, the Director is policy advisor, commissioner and delivery agent and we
consider that there needs to be a division, certainly between the first two and
the latter. Precise roles, however, will depend on the future structure and
operating model of Bus Vannin.

22.9 Ways of Reorganising Service Delivery
22.9.1

We have looked at the likely developments in a number of circumstances for
reorganising the bus service delivery on the Isle of Man including radical
change to the way of delivering services. Regime change is costly, regardless
of political views on public ownership, outsourcing or privatisation. The most
significant risk involved in most cases is during the transition stage.

22.9.2

The current system works. It delivers the services, the fleet is modern and Bus
Vannin is not short on innovation. Fares are reasonable and we do not
consider that the subvention allocated to Bus Vannin to be excessive given
that it covers concessionary fares, school buses and some work for other
agencies as well as support to the bus network. Above all there is no feeling
that the wider public thinks poorly of Bus Vannin or considers that it is failing.

22.9.3

Bus Vannin is fundamentally in a good place and moreover with growing
patronage and revenue. This is in direct contrast to most English, Welsh or
Scottish bus operations which are seeing revenue and patronage decline and
the size of their fleets shrink in proportion. We consider it would be unwise to
risk this position by fundamentally changing the regime under which it
operates at this juncture. The principal risk, then, would be a decision by the
Isle of Man Government to reduce the subvention.

22.9.4

The latest estimates from DOI show the subvention sum allocated to Bus
Vannin as being around £6.1m. In our view, the DOI gets a lot from Bus
Vannin for this sum! Off-island, Blackpool Council as an example (admittedly
with a population roughly fifty thousand more than the Isle of Man) spends in
excess of £5m on concessionary fares and a further £2.5m on dedicated
school buses – therefore £7.5m before the cost of student season tickets and
supported bus services is added.

22.9.5

We looked at a fairly minor reorganisation to Bus Vannin under which it
continues as an arm of the DOI but is managed by a General Manager and a
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supervising committee. Contractual arrangements with other Departments
would be firmed up and the subvention more defined in what exactly it pays
for. There is little additional cost in this.
22.9.6

Transferring Bus Vannin (or all transport services) to an arm’s length company
is the next logical step from the ‘Corporation’ option. But fundamentally we
consider that the main purpose of arm’s length companies is that they are
then free to run their own businesses, designing and pricing their own
products without too much interference from the shareholders (i.e. the
Government). Due to the micro political climate on the island, we do not
consider this to be a likely scenario at Bus Vannin beyond the way in which it
already functions. There would be significant cost in transferring staff and
assets to the arm’s length company and making contractual arrangements
with government departments. Against this we see few tangible benefits

22.9.7

Selling Bus Vannin on the open market brings many unknowns, not least of
which is the possibility of a second sale leaving it open to sometimes random
instructions to reduce mileage or maintain ‘x’ per cent profit margin imposed
by an off-island headquarters. The main blocking aspect here is pension
liability. All Bus Vannin staff are public servants employed by DOI and on a
final salary pension agreement which off-island owners would be extremely
unlikely to take on. In addition, if the sold company otherwise continues to
function as the current Bus Vannin, the relationship between the DOI and an
operator having exclusive operating rights would be uneasy.

22.9.8

The biggest risks come from the two extremes – deregulation and franchising.
The biggest reputational risk is in the transition period to either, when there
could be significant loss of service in the run up to the start of the new regime.

22.9.9

A deregulated system is likely to result in instability for a number of years. A
lack of clear information about revenue streams would probably deter new
entrants to the market in any case. Under a deregulated regime the extent of
a ‘commercial’ network is unknown and the cost of tendering services to fill
the gaps is likely to exceed the current subvention

22.9.10

A franchise of the island’s bus network poses other threats beyond the
transition period. Again the lack of precise knowledge about revenue would
deter bidders from entering a revenue sharing arrangement. The DoI would be
in a far more constrained and contractual relationship with the operator. As an
example, the current school transport arrangements are flexible and informal
but seem to work.

22.9.11

Under a franchise each change would have to be negotiated and cost adjusted
appropriately. Under a franchised system we expect a franchise price to
significantly exceed the current subvention to Bus Vannin (as happened
initially on Jersey) and there would be very significant restructuring and legal
costs.
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22.9.12

We looked at the option of transferring assets and staff into an arm’s length
company, but in truth this structure would only work if ‘Bus Vannin Ltd’ was
given proper autonomy from the Isle of Man Government. Our assessment is
that this is extremely unlikely given the political influence of local factors such
as bus services.

22.9.13

We therefore concluded that the ‘Corporation’ model would work best, with
Bus Vannin maintaining its current structure but having a governing
committee acting as a proxy for a board of directors. This model worked
successfully for almost a century for many off-island local authorities.
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23Recommendations and Implementation

23

23.1 Introduction
23.1.1

We have a series of recommendations which range from fairly major to small.
For the main proposals we have also suggested a timescale within which the
change is feasible.

23.2 Recommendations
23.2.1

Our preferred option is to make very little change to the structure of Bus
Vannin from the current arrangement, except that it is overseen by a General
Manager and Committee reporting to the Director of Transport Services and
that the arrangements to do work for other departments becomes more
formalised and costs are better identified.

23.2.2

This would make the flow of money into Bus Vannin clearer for management
to see without resorting to inspection of audits, allowing a greater
understanding of where cost savings could be made or where revenue growth
should be targeted. We go on to identify areas for cost savings in Section 15.

23.2.3

The DOI for its part should provide better definition of what the subvention
pays for and what it requires from the bus network. We recommend the
development of a route costing system which would need significant effort to
develop but then run every period reasonably automatically. We estimated
£7k to £10k to develop the model but ongoing costs would be low.

23.2.4

Transferring everything into an arm’s length company is a viable option, but
there are significant costs involved in doing this and we fail to see any benefit
beyond what could be achieved by simply changing the management model.

23.2.5

Based on current usage the Director’s relationship of patronage to service
provision is a good start to network design but there should, in addition, be
minimum standards of service set for the rural areas such as Andreas and
Sound as a matter of policy. This should be linked through to firmer political
criteria about service delivery based on population or other demographic
factors.

23.2.6

The latest estimates from DOI show the subvention sum allocated to Bus
Vannin as being around £6.1m. In our view, the DOI gets a lot from Bus
Vannin for this sum! Off-island, Blackpool Council (admittedly with a
population roughly fifty thousand more than the Isle of Man) spends in excess
of £5m on concessionary fares and a further £2.5m on dedicated school buses
– therefore £7.5m before the cost of student season tickets and supported bus
services is added.
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23.2.7

Bus Vannin is fundamentally in a good place and moreover with growing
patronage and revenue. This is in direct contrast to most English, Welsh or
Scottish bus operations which are seeing revenue and patronage decline and
the size of their fleets shrink in proportion. It would be unwise to risk this
position by fundamentally changing the regime under which it operates.

23.2.8

There is however, a number of opportunities for cost saving and these are
investigated further in Section 15. Then we must also consider how the
management system would react to a downturn in the financial situation or in
the event of a decision to reduce the amount of the subvention.

23.2.9

We recommend the adoption of the ‘Corporation’ model on the grounds that it
offers distinct advantages while limiting unnecessary change. The adoption of
an option which results in comparatively little change does not mean that
there is little potential for cost savings. There are several potential areas for
cost saving.

23.2.10

The DOI for its part should provide better definition of what the subvention
pays for and what it requires from the bus network. Based on current usage
the Director’s relationship of patronage to service provision is a good start but
there should, in addition, be minimum standards of service set for the rural
areas such as Andreas and Sound.

23.3 Governance
23.3.1

Upon the retirement of The Director it is recommended that his role is split
between two posts. These would be:
 The Director of Transport Services – a senior member of DoI staff reporting

to The Chief Executive Officer. Responsible for policy formulation and
commissioning of services; and
 The General Manager, Bus Vannin – the person responsible for delivering

the services operated by Bus Vannin to the criteria specified by The
Director.
23.3.2

Bus Vannin would be overseen by a Committee which would meet roughly
every quarter. The Committee would comprise the following:
 Chairperson – ideally the DoI political member with responsibility for Public

Transport, however their role would not be to politicise Bus Vannin’s
operations;
 The General Manager, Bus Vannin;
 The senior Engineer, Bus Vannin;
 A representative from the Treasury;
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 A passenger representative (appointed by the DoI);
 A bus industry expert; and
 Optional representatives from departments for whom Bus Vannin carries out

work, e.g. Education, Sport and Culture and/or Health and Social Care.
23.3.3

The Committee would have two main functions, these being:
a) Setting the strategic vision for Bus Vannin; and
b) Hold bus Vannin to account both operationally and performance-wise.
Dependant on the outcome of the Rail Review the Committee might have
additional oversight on the rail side.

23.3.4

The timing of this restructure is dependent upon the retirement of the current
Director and the recommendations of the rail review, but we would not expect
this to be in place any earlier than April 2019.

23.4 Legislation
23.4.1

We make a series of recommendations for changes to the Road Traffic Act
2001 principally:
 To define the list of bodies to be consulted on any licence application;
 Remove fares particulars from licences;
 Set a fixed timescale within which the RTLC must make a decision; and
 Allow the continuation of an Operator’s Licence and remove the need for

new Service Licences every five years.
23.4.2

The Maximum Fare (School Bus Routes) Regulations 2014 should be legally
extended to embrace all services at school times to reflect current practice and
the DOI should consider whether it wishes to enforce the issue of the
concession on a single journey basis or further amend the legislation to limit
its availability to cardholders.

23.4.3

The timing of these changes, allowing sufficient time for the legislative
process, suggests changes to The 2001 Road Transport Act in late 2019 and
changes to the School Bus Routes Regulations in September 2019 coinciding
with the new school year.

23.5 Subvention
23.5.1

We recommend that the subvention becomes more transparent. This requires
the categorisation of funding to be laid out alongside the amount of money
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related to it. Although there is some degree of this at the moment there are
certain service aspects which are hard to define funding levels for.
23.5.2

We recommend work is carried out to achieve this by the end of 2018. This
was partly started internally during the course of this work and should be
established and in place for the beginning of the April 2019 financial year and
carries over for setting budgets for 2020/21.

23.6 Route Costing
23.6.1

We recommend that a period-based route costing system be set up. Route
costing can be a valuable tool for measuring performance and to see which
routes are growing and which are in decline, thus allowing for resources to be
adjusted accordingly if so desired.

23.6.2

Costs would be allocated by PVR, hours and miles to a methodology set out in
Table 62. Revenue, especially off bus, is hard to allocate perfectly however
Table 63 sets out the recommended method. An assessment of the cost of
concessions is desirable as it affects the future income streams for Bus
Vannin, this needs to cover both the over 60s, disabled and the child versions.

23.6.3

We recommend work is carried out to achieve this by the end of 2018.

23.7 Assets and Capital Expenditure
23.7.1

As with the Subvention it would be helpful, especially in regards to route
costing, to have a more transparent asset list in terms of a summary of
nominal values (outstanding debt) for the fleet and other items of capital
expenditure.

23.7.2

Due to the nature in which vehicles are purchased there is no depreciation as
its role is taken by the ‘loan charge’. However this is not broken down into
component parts making it hard to distinguish vehicle costs from other capital
expenditure other than by reviewing individual capital business cases.

23.7.3

The fleet replacement plan is actually one of the best such documents we have
seen as it makes a clear case for vehicle replacement based on suitability for
continued service on the island and resale value, unhindered by the concept of
‘book value’. We therefore see no reason to do other than update this on an
annual basis and acknowledge that it will need to expand to include the
minibus fleet in the near future.
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23.8 Cost Savings
23.8.1

Fundamentally, cost savings can only be identified when the current level of
cost has been identified. Cost saving plans should be developed as follows in
order of likely magnitude of savings:
a) ‘What if’ exercises on crew scheduling £££ – ongoing end 2018 / early
2019;


Some exercises have already been undertaken. May require extra
scheduling resource and note must be taken of the likelihood of industrial
action and its cost in relation to potential savings;

b) Review of supervisory and management salaries ££ – by end March 2019;


Noting the need to maintain a differential between drivers and
supervisors.

c) Review of eligibility age for concessionary passes £££ – by end March
2019;


Ultimately a political decision but should be measured against the
equivalent cost;

d) Review of lightly used journeys ££ – April 2019 after a)


But not simply as a Bus Vannin cost saving without consideration of
knock-on effects to other departments;

e) Review of school buses ££ – Before September 2019 term;


Beyond the current annual review. Ultimate decision political based on
cost versus value.

f) Review of minibus operations £££ – 2019 after DRT starts and the Trapeze
booking system is fully utilised.


Next round of fleet replacement should reduce the number of single-user
dedicated buses. Major cost saving in CapEx.

23.9 School Transport Arrangements
23.9.1

It is unusual to have no legal grounds for the provision of school transport
beyond the ability for the Isle of Man Government to supply it if it sees fit.
However, there are disadvantages to eligibility criteria being set in law. The
current informal arrangement appears to work well under the current
operating model, with there being the expectation that Bus Vannin provides
capacity to match demand. So long as Bus Vannin’s costs are covered by the
Subvention then there is no reason to change.
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23.9.2

We do, however, think it would be advantageous for the Department to know
how much school transport actually costs.
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24Appendix A

24

24.1 Introduction
24.1.1

This is what we expect a monthly route costing to look like:

Figure E: Shell Route Costing Sheet
Bus Vannin Route Costing
Period
10 From

01/01/2000

To

01/02/2000

Statistics
Service Group Services
Miles
Hours
101
101,102
9,300

Costs
Revenue
Direct
Total
Passengers Passengers Cash OnOther
Total
Operating
Subvention
PVR Costs
Fixed Costs Overheads Costs
Carried
per Hour
Bus
Concessions Off-Bus
Income Revenue Contribution Margin
Profit/Loss Subvention per pax
620
2
£18,600
£3,200
£1,600
£23,400
3,410
5.5
£7,502
£3,751 £10,503
£0 £21,756
£3,156
17%
-£1,644
£1,644
£0.48

Totals
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