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GLOSSARY

Agreement

All up hourly rate
Allowance

AM permanent duties
Annualised

Area Baseline

Bus operator
Bus schedule
CDO
CEA
Duty

Effective hourly rate

Flat rate

Full time shift
IEA

Part time shift

Penal rates

PM permanent duties
PTOM

Roster

Rotate

Seniority

Shift

T1/72.5/12

Timetable

Unit

Vacant shift

Employment agreement

Fully costed pay rate that includes sick leave, annual leave & allowances
Additional payment for a specific purpose

Regular morning shift

Converted to an annual rate

The starting position of pay rates against which subsequent pay offers can
be compared

Company contracted to provide bus services

The allocation of bus resources to meet timetable commitments
Cancelled day off

Collective Employment Agreement

A schedule detailing an employee's start and finishing times, ‘meal breaks
and work to be performed

Calculation of total pay divided by houfsiworked for the period, and includes
overtime and shift allowance$

A single, fixed hourly pay rate
Shifts of at least 8 hours per day
Individual Employment Agreemenit
Shifts of less tham8 hours per day

Special payyrates for doing.certain tasks, working particular days or shifts or
extra hours (overtime)

Regular afternoon shift

Public TransportOperating Model

Alist showifighan‘'employee's working days on and days off in a given a period
Where drivessmove through a specific set of shifts over a specific period
Employee’s standing due to length of service

Type of duty rostered to an employee on any given day

Ordinary Time, Time and a half, Double Time

Agreed departure times for bus services

Units are an area, no smaller than a route for the full timetable

A shift that has not been allocated a driver
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1. LIST OF DOCUMENTS REVIEWED

Auckland Transport - Request for Tender South
Auckland Transport - PTOM Unit Agreement: Unit 62 - Otahuhu

Auckland Transport - Non-Price Attributes Response Template: Contract for Auckland Public
Transport Bus Services

First Union - Analysis of PTOM tendering bus drivers wages and terms and conditions in Auckland
(Confidential)

Hawke’s Bay Regional Council - Procurement Review Policy

Ministry of Transport - Briefing to the Minister of Transport: The effects of the Public Transport
Operating Model on the public transport market

NZ Transport Agency - Procurement manual for activities funded through the National”Land
Transport Programme

TDM Consulting - PTOM Impact on Staff, Independent Assurance Review Final.Report (Confidential)

TDM Consulting - PTOM Impact on Staff, Independent Assurance ReviewSupplementary Report
(Confidential)

Various - Collective and individual Employment Agreements of bus operators in Auckland

A brief media scan was also conducted,Covering print media/articles on bus driver wage and
employment conditions issues.

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates 1



2.

LIST OF STAKEHOLDER CONTACTS AND RESPONSES

Stakeholder Information requested Contacted Responded ‘
Regional Councils
Greater Wellington The research team met with Greater
Wellington Regional Council to discuss the
research commissioned to understand the
impact of PTOM on bus drivers’ v v
employment conditions and wages in
Wellington (note this information and the
report are not referred to in this research
report).
\d
Auckland Transport The Regional Councils were contacted by v
email and asked to complete a brief
Waikato Regional questlonnalre. covering: . . .
° A list of operators involved in \
tendering for contracts in their =
Bay of Plenty region v \ v
° The number of te @ ,‘
Northland number of contrac ., how v
many contracts have one
Taranaki bidder, two biddefs etc.). Q
v v
° Comment ,DT@
Horizons (Manawatu- procure % v v
Whanganui) proce ! :
ten iteria
Hawkes Bay (includi driver v v
employ and
Gisborne ndltlons) owledge or
evide ender bids or v v
) ) other on the effects of
Nelson City Council driver rates and v v
s other points?
Marlbor gh@ \ v v
v v
Ota v <
Invercgrglllo v v
Council
Operators
Bus and Coach BCA were contacted to ask what assistance
Association (BCA) they could provide in helping gain access to v v

relevant information from the bus operators
(primarily in Auckland).

c ALLEN+CLARKE



Stakeholder Information requested Contacted Responded

Auckland operators

Go Bus Primary topics:

a. has the advent of PTOM had any effects
on operator negotiations of driver pay

Howick and Eastern rates and conditions over the last few v v
years?

b. if yes, summarise these effects on driver
pay rates (in S or % terms where v v
possible) and other employment terms
and conditions;

c. has PTOM led to more industrial v v
disputes than would otherwise have

Ritchies (and national)

Ritchies Murphy
Transport Solutions

<

RMTS
( ) been the case?
Pavlovich d. extent of union membership of bus
. . ) v
drivers, and which unions;
) e. has union membership been materially
Birkenhead affected by the introduction of P@ v v
and associated re-tendering; C)

Tranzit f. have staff shortage/recrui@es ?
been affected (positively or ively) x
by the advent of PT etc and any
Bayes/Waiheke associated effects o@ yment m -

Bus/Party Bus rates and conditi ¢

Wellington operators

NZ Bus

= B

Mana @
tion the respective unions could

Uzabus &
ide on the impact of PTOM on worker’s

onditions and wage rates. The Wellington- v v
based unions also asked whether they
would agree to the research team gaining v v
access to the Greater Wellington Regional

First Union (Auckland) Council research (this was not agreed too). , y

X

Collected through
Greater Wellington
Regional Council

commissioned
\ report

DS N N N

Rail and Maritime v v
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Stakeholder Information requested Contacted

Government agencies

Responded ‘

NZ Transport Agency |NZTA was contacted to see whether they
(NZTA) have any information that might be helpful
to the project (e.g., re contract prices and
bidders per contract) and to what extent v
they want to be involved/kept informed
(maybe just informally) about progress of
the project.

Ministry of Education |The Ministry of Education was contacted to
assess whether comparative information on
the school bus services could be accessed
with a view to allowing changes in pay rates
from baseline to changes in rates in the
urban bus sector.

The main issues to be addressed are access
to information on:

conditions; C
° basis on which these@are Q

° current school bus driver v \
employment pay rates, term

set; and, g
. changes i t)@ es etc OQQ

S
Ny

*
the last (s ears. \\

O

4 e’
c ALLEN+CLARKE



3. REGIONAL COUNCIL SURVEY OF PTOM CONTRACTING

3.1. Introduction

The survey involved each regional council in completing tables and responding to questions in an
Excel workbook. Survey responses were received from 13 of the 14 regional councils. They were
generally of a high standard in terms of completeness and quality. Where appropriate, follow-up
discussions/Q & A were held (principally by email) with the regional public transport managers,
so as to clarify any response queries.

The full details of the survey responses from all regional councils have been consolidated and are
provided in spreadsheets at the end of this appendix. The following sub-sections draw out
particular features of the regional council responses on each of the survey main topicfareas,
without attempting a comprehensive coverage of all aspects included in the survey.

3.2. Overview of NZ urban bus services

For purposes of commentary in this appendix, the regions have been categorised into three
groups:

o 'Large’ regions (3) - those operating morettham1 0 million bus sexvice kilometres pa.

o 'Medium' regions (5) - those operating between 1.0 million'and 10 million bus service
kilometres pa.

o 'Small’ regions (6) - those operatingfewer than 1/ million bus service kilometres pa.

For all regions together, the post-PTOM bus servicesiprovide a total of 111.5 million service
kilometres pa. The large regions ae¢ount for 81.0% of,this total (Auckland 52.9%, Canterbury
14.8% and Wellington 13.4%), the medium regiomSicombined for 16.9% and the small regions for
2.1%.

3.3. Levels of and(cltanges in{setvice supply

The PTOM contracts*have, in several centres, been accompanied by substantial changes in both
the overall quantityof services supplied (eg as measured by total service kilometres) and by the
redesignof the/bus network. This is particularly the case in the two largest centres:

o Auckland:
- invalved a major restructuring of the bus network, on a sub-regional basis;

Y this was accompanied by substantial increases in total service km operated
(by 31.7% overall), particularly in non-peak periods; and

é in addition, there have been ongoing increases in the average passenger
capacity per vehicle, particularly through increases in the proportion of
double-deckers in the total bus fleet.

o Wellington:

- substantial restructuring of the network (although not to the same extent as
in Auckland): this has included a revised pattern of route linking across the
CBD (assisted by the removal of the trolley bus overhead network);

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates 5



- a modest overall increase (3.4%) in total service km operated, focused in
areas and at times (off-peak) previously poorly served; and

- increases in passenger capacity/vehicle on the main routes (as a means of
increasing cost efficiency and reducing the problem of bus-bus congestion at
peak periods in the Wellington City CBD).

To an extent, these changes in network design and service increases have been facilitated by some
of the changes to the regulatory regime associated with this PTOM, e.g.:

o removal of the previous legislative provisions allowing operators to register commercial
services (including, in particular, the 'cherry-picking' of a selection of services on a given
route in such a way that the commercial operator will then be in a near-monopoly
position to tender for the remaining services on that route, and is able to frustrate
regional council plans for more comprehensive service redesign and tendering(of the
whole route or relevant network); and

o requiring contracts to be on a gross cost basis (with fare revenues being réturned.to the
regional council), rather than the net cost contracts previously dominant‘in the larger
centres -- which tended to inhibit the regional councils in making service ehanges.

On the other hand, the long period of debate and deliberations on a new regulatory and
contracting model, which has continued for some 15 yearsshas resulted in the postponement of
many desirable service -related changes which could otherwise have*beefi implemented years
earlier. It has also delayed the normal re-tenderingicyele for most bus services by at least five
years: most of the pre-PTOM bus contracts which, in 'normal’ sitiations would have expired 5-10
years ago, have been 'rolled over' on a contintiihg basis, whichshas arguably delayed proposals for
improving service quality and efficiency byymany years.

3.4. Methods of service precurement — competitive tendering vs negotiation

While the general intent of\PTOM“Was to encourage competition in the market for bus service
contracts, as a means of achieving efficient costs of supply and so better 'value for money’, not all
PTOM contracts have béemw open to coémpetitive tendering. The PTOM legislation allowed for the
negotiation of contraets with an incumbentoperator, in two situations:

1. 'Like-fot-liké*Contracts\- aitransitional arrangement where an operator had been
proyiding /commefeial’ (non-subsidised) services under the previous legislation, they
were entitled to negotiate PTOM contract(s) in the same region for an equivalent
amount of servicefkmo the level previously provided on a commercial basis. These
contracts wgre generally for 12 years.

2. 'Other’negotiated contracts -- regional councils will be able to offer a number of other
units,tortheir previous operator by negotiation, for services (units) that have above
average commerciality and are performing well. These contracts were generally for 6
years (while competitively tendered contracts were for 9 years).

As a result of these provisions, the two largest regions (Auckland, Wellington), which previously
had relatively high proportions of commercial services, negotiated 'like-for-like' contracts for
some units; and, in the cases of Auckland and Wellington, also offered some other negotiated
contracts to their incumbent operators.

ALLEN+CLARKE



Table 1: PTOM bus contract procurement approaches

Market Share (service km)

Procurement Type Duration?
Wellington
Competitive tendering 9 years 47.2% 65.6%
Like-for-Like 12 years 30.7% 28.3%
Negotiation
Other 6 years 22.1% 6.1%

Thus, substantial proportions of the total services in these have been procured under PTOM
through a negotiation process. Auckland negotiated contracts account for 29 of the 52 units, and
52.8 % of total regional service km. Wellington negotiated contracts account for 7 of the 16 units,

and 34.4% of total regional service km. (L

3.5. Extent of competition for contracts %
For the first time since competitive tendering for local bus services was introduc& in 1991,
a consistently 'good’ level of competition for PTOM contracts occurred |in the recent tender
rounds, particularly in the larger centres:

Table 2: Competition for ten @tracts 0

B B d B Bidde 0

Auckland 23 278 5.65 4-8
Wellington 9 9.8 5.22 5-7
Medium centres (4) 18.8 3.94 2-6

Al
Small centres (6) é ( 2.4 2.63 2-5
New Zealand Total ) @‘ 61 58.8 4.66 -

3.5.1. 'Large'% \
Both Au@ elling&/‘er ged between five and six bidders per tendered contract, with
0

the majori centres having between three and seven bidders. Canterbury

but has generally been sufficient to result in reasonably efficient market outcomes. The average
number of bidders per contract has been just under 4.0, with almost all contracts having between
two and six bidders.

11t appears that exceptions have been made to the standard length of some negotiated contracts.
2 Excludes Canterbury where PTOM has not yet been implemented and Otago, which did not respond to
the survey

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates 7



3.5.3. 'Small' regions:

The levels of competition have been somewhat below that in the medium regions, with average
bidders per contract of about 2.6 and a typical range between two and four.

These results may be compared with earlier experience with local bus contracting in NZ. In
previous tender rounds since 1991, typically the level of competition for bus contracts has been
either one or two bidders, with the majority of contracts being retained by the existing operator
[References -- more detail??]. Such levels of competition would generally be seen as insufficient
to provide an effective competitive market and therefore in general to result in efficient contract
costs.

3.6. Operator market shares (pre- and post-PTOM)

Table 1: Change in market share (Auckland and Wellington)

Pre- Post-
PTOM | PTOM

Go Bus 27.8% 16.5% - -
NZ Bus 24.0% | 61% | 33.8% - 82.8%
Ritchies / RMTS 15.2% | 16% | 245%,38.7% - -
Tranzit 122% 1% 5.9% 14, 90.8% @ -
All others 20.8% | 2 4% | 19, 55% | 26% | 11.9%  9.2% | 17.2%
Total 100% | 1 100% 100% 100% | 100%

A d

The changes in market sh in each cen ulting from the new PTOM contracts, together
with the differences in s and_co t&s offered by the various operators, has been the
major factor giving ris e conce muiet expressed by some of the present bus drivers

contr e resulted in major changes in operator market shares

o u : NZ bu &ket share reduced from c 61% to 34% market share gains were
a numb@ her operators, principally Go Bus (increased from 0 to 16%) and
itchies/RMTS(i ased from 16% to 25%).
>
Wel%. Bus market share fell from c 73% to 29%, and Mana share from 24% to
0

and their unions. T
in the two main

6% es were offset by Tranzit, with market share increasing from a minimal
0%.

Also, of s@ance is the split of market shares in the main centres between tendered and
negotiated contracts:

o NZ Bus was very largely unsuccessful in winning tendered contracts, such that its share
of the tendered market is now 1.4% in Auckland (it won one inner area contract) and
zero in Wellington. On the other hand, it has been the main beneficiary of the negotiated
contracts: it now holds 63% of the negotiated contract market in Auckland and 83% of
this market in Wellington. As a result, NZ Bus is now very dependent on negotiated

8 [=) -
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contracts: only 1.6% of its total services in the two centres combined relates to
competitively tendered contracts.

o Other major operators that are now largely dependent on negotiated contracts are Mana
in Wellington and Birkenhead Transport in Auckland.

o On the other hand, operators largely dependent on tendered contracts, through their
successes in the PTOM tendering round, are principally:

- Tranzit -- now holds 91% of the Wellington tendered market (representing
60% of the total Wellington market) and 6% of the Auckland tendered
market: previously its market share in both regions was minimal.

- Go Bus -- now holds 35% of the Auckland tendered market: previously it had
no presence in the Auckland market.

- Ritchies/RMTS -- now holds 39% of the Auckland tendered™market;
representing 25% of the total Auckland market (previously held,16 @

3.7. Regional Council views on PTOM procurement and contrathg

Table 2: Summary of RC survey responses to alitative questio&

Specific aspect Summary of response:

Contract requirements and tender evaluation c;sk Q
X« 4
O = Q
Safeguarding previous employment Q possibilitx& guarding was explored in some detail
% Greate% gton Regional Council, with an explicit

terms and conditions for drivers
previously staffing same or similar decisio

service
Most regional councils included at least two of these three
aspects as part of their quality evaluation.

ade not to impose such a requirement.

(number or respondents n=1)

Track record re pass
and resolution, wor health a

safety, on-ro nts \ . Greater Wellington Regional Council considered but
(number, ndentsn=® decided against  assessing  previous  complaints

performance, on the basis that there is little consistency

Q\C) between operators in record keeping.
Commitm o\paying at minimum  |e Bay of Plenty Regional Council included a 'living wage'
'living wag e to drivers provision in the form of awarding additional quality points

for commitment to pay higher wage rates to drivers.

(number of respondents n=1)

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates 9



Specific aspect

Summary of responses

Relevant impacts of the PTOM tendering/contracting process

Tender bid prices and contract prices |e

(number of respondents n=6)

Four regional councils consider that the PTOM process had
no discernible effects on this aspect.

Two regional councils considered that PTOM contract prices
were somewhat lower than anticipated or than previous
prices for the same services.

Driver employment conditions and
wage rates

(number of respondents n=8)

11 of the 13 regional councils either had no knowledge
did not respond.

Hawkes Bay Regional Council thought that t @ > ely

low contract price probably reflected lo iver,pay rates.

Greater Wellington Regional Council had good knowledge
of differences in%ates and str between its main

incumbent o NZ Bus) and, other bidders with flat
rate pay&tr tures.

& S

10 R
«
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4. OVERVIEW OF FIRST UNION MEMBERSHIP IN AUCKLAND, BAY OF
PLENTY, AND WAIKATO

The following estimates were provided by First Union:

‘First Union members Non-union or other union

NZ Bus Auckland

Pavlovich Auckland

L BB

Birkenhead Transport

Howick & Eastern

Ritchies Holdings

Ritchies Murphy

Go Bus Waikato

Go Bus Bay of Plenty

JEEEEN

Sub totals

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates 11



5. INITIAL SYSTEM LEVEL IMPACT OF PTOM

5.1. Introduction

This section provides some summary data for the Auckland and Wellington regions on the total
annual kilometres of bus services operated and the total (gross) costs of the operator contracts to
provide these services, including comparisons between the 'before’ and "after' PTOM situations.
This data is based on information from the two regional councils, which has been supplied on a
strictly confidential basis.

Equivalent data was not readily available for the other regions - although we note that Auckland
and Wellington together account for around two-thirds of the total national bus kilometres and
gross contract costs associated with the new PTOM contracts.

5.2. Summary of operations and cost changes associated with PT@

Table 3: Impact on service levels and costs (Auckland and Wellington)

Percentage chanze

Service kms

Service hours

Peak buses -
Gross contract costs +4%
Gross contract costs / service km -17%
The table above provides:
o For Auckland reg1©elhngton r on nd the two regions combined.
o Covering all C ted bus & in the two regions (but excluding 'exempt’ services).
o Data for, atlon old' pre-PTOM contracts, the situation under the 'new’
post P ontracts, a hange between these two sets of contracts. The 'old' and
ontract have been expressed on a 'like-for-like' basis.
o Kanaal d: ded is in 2017 /18 prices (excluding GST). Where required, actual

itures have been adjusted to this price base using cost indices taken
Cost Indexation Model.

The DI WO main measures:

total in-service distance operated (i.e. to provide all services on the timetable) and
excludes any out-of-service running (e.g. to/from the depot or re-positioning between
routes).

o Total gross contract costs of operating the services, i.e. the annual costs payable to the
bus operators under the terms of their contracts. These costs are given on a 'gross' basis,
i.e. without any allowance for fare revenues collected from passengers.

12 (3=
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Key features of the table results include the following:

Service km. For Auckland, the new (post-PTOM) contracts have involved an increase in
annual service kilometres of some 32%, from 44.8 million to 59.1 million per annum. For
Wellington, the new contracts have involved a much more modest increase, of 2.1%,
from 14.4 million to 14.7 million per annum. For the two regions together, the overall
increase has been some 25% and 14.7 million km pa.

Gross contract costs. For Auckland, the new contracts involved a gross cost increase of
some 7%, or $18.5 million pa. Wellington had a cost decrease of some 7%, or $5.8 million
pa. For the two regions together, the combined cost increase was $13 million pa, or 3.6%
on the previous total gross costs.

Average (gross) costs/service km. For Auckland, the average costs/km for thesnew
contracts were 19% lower than for the old contracts, while the corresponding reduction
in Wellington was some 8%. For the two regions together, the overall reduction, was
some 17%, from approximately $6.00/km to approximately $5.00/km.

In summary, comparing the post-PTOM with the pre-PTOM service km and gross eostsiin the two
regions combined, the total service km has increased by some 25% while the gross cost of
providing the services has increased by only 4%: as a resuit, the average gross cost/service km
has reduced by some 17%.

5.3. Brief Commentary on these resulis

A detailed assessment of the various facters thathave influenced the results given in table A.1 has
not been attempted in this project (or in any,other studiespasifar as we are aware). In the absence
of such a detailed assessment, the, fellowing provides® brief comments relevant to the
interpretation of the table A.1 results:

Measures of service provided - service km, service hr, (peak) vehicles. The table
expresses (gross)scosts relative tofservice km operated, as a cost efficiency indicator.
While this indicatoris frequently tised by bus operators (and sometimes by analysts) in
assessing the cest efficiency of different operations, it should be regarded as only a very
partial meastre of such efficiency. For example, the average cost/km for the Wellington
services ynder the old“eontracts was about 5% higher than the equivalent Auckland
figufepand for the new contracts about 20% higher. In our view, no conclusions can be
drawnson the relativer cost efficiency of the two sets of operations based on these
comparisons_dlene~sA further examination of the Auckland data shows that the 32%
ificreasetin (service km was accompanied by a 15% increase in the number of buses
requifed toroperate the peak period services (PVR): this indicates that off-peak service
levels havetincreased relative to peak period service levels, with each bus operating more
kilometres per year (and so spreading the fixed costs of the operation over more
kilemietres, thus on its own reducing total costs/km). This is one factor behind the
relatively large reduction in gross costs/km in Auckland, which has not occurred to the
same extent in Wellington (where there does not appear to have been such a relatively
large increase in off-peak bus kilometres).

Measures of service provided - bus capacities. The cost/service km measure takes no
account of the different capacities of different bus types: other things being equal, larger
capacity buses could be expected to have higher costs/service km but probably lower

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates 13



14

costs/seat km or similar measure. This point may be particularly relevant to the
Wellington results, with the progressive introduction of higher capacity (including
double-decker) vehicles: a more useful measure of cost efficiency, such as cost/seat km
or cost/place km (allowing for standing capacity), would most likely indicate a cost/km
reduction in Wellington exceeding the 8% given in the table.

Wellington trolley buses. Most of the evidence indicates that the trolley buses have been
costlier to operate (per service km) than diesel buses on similar routes -- although we
are not aware whether this continued to be true in their last year of operation. To the
extent that it was true, this may have resulted in higher Wellington costs in the 2017/18
year than would otherwise have been incurred, and so may account for part of the
Wellington 'after PTOM' cost savings shown in the table.

Proportion of contracts subject to negotiation. It might be hypothesised, parti¢ularly
given the relatively high levels of competition for contracts in both regions (se€below),
that keener (i.e. lower) contract prices would be achieved from competitively tendered
contracts than from negotiated contracts. However, our assessment of the,proportions
of all contracts (and all service km) subject to negotiation in the two region$*indicated
that these were very similar. This suggests that any differences between the'two regions
in these proportions are likely to have had at most@minor impactendifferences in total
costs/km or in total cost/km savings.

Extent of competition for contracts. The‘weight of international evidence relating to
competitive tendering for bus contragts is that, in general, lower contract prices are
associated with a higher number ofsbids,per contract."\We therefore examined whether
differences in the number of biddefs per contract between Auckland and Wellington
could be a significant contributor to the lowericosts per kilometre in Auckland and the
greater reduction in these costswith the new contfacts. For those PTOM contracts in the
two regions which were subject to competitive tendering, we found that the average
number of bidders,per contract in Au¢kland’and Wellington (excluding Wairarapa) was
very similar, at around 5-6 bidders/centract. It therefore appears that the extent of
competition for-eentracts has nét been a material factor in the differences in cost levels
and on the extefit of cost reduetions between the two regions.

Gross costs and net costs, All'the analyses in this annex have been based on the gross
contract{costs of service provision for both the pre-PTOM contracts (allowing for actual
reventués) and thespost-PTOM contracts. On this basis, the table indicates (for the two
regions combined) that the new contracts will provide some 25% more service km with
a 4% increas€'in'gross contract costs. Typically, an increase in services of 25% would be
expectéd te ihcrease patronage and hence fare revenues by in the order of 8%-10%. With
typicall fagkebox recovery ratios of around 50%, such a fare revenue increase would
gquate in$ terms to 4%-5% of gross costs. After this revenue increase is allowed for, it
is,evident that it will more-or-less offset the 4% increase in gross costs, and so result in
minimal, if any, increase in the net costs of providing bus services in the two regions. In
conclusion, for the two regions combined, comparison of the post-PTOM bus contracts
with the pre-PTOM contracts indicates that the 25% increase in service km (the weighted
average across the two regions) would be expected to increase bus patronage and fare
revenues by around 8% - 10% with only a minimal (if any) increase in overall public
funding requirements.
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6. MEDIUM AND LONG-TERM TRENDS IN BUS DRIVER WAGES

6.1. Introduction

This appendix provides details of the work undertaken on medium/long-term trends in bus driver
pay rates in the Auckland region and in other centres in the Upper North Island (Hamilton and
Tauranga).

The primary purpose of this area of work was to provide a 'baseline’ of driver wage levels and
trends in these over a longer-term period prior to any significant implementation of PTOM -- so
that any effects of PTOM on driver wages can be compared against these baseline trends.

Trends in driver pay rates for a sample of larger operators were analysed, primarily covering,the
period 2005 -2017 but also including some earlier data back to around 1990.

These trends were analysed in real terms, i.e. relative to changes in external economic indicators,
including consumer price index (CPI), average hourly earnings in the economy generally (AHE)
and the labour cost index (LCI) for similar categories of employees (as used in theNZTFA'bus cost
indexation formula). Comparisons of these wage rates are also made with the NZ statutory
minimum hourly wage rate and the 'living wage' rate.

We acknowledge the considerable assistance providedytosus by the First Union in this work,
principally through the provision of (and permission to,use) the detailed data that the Union has
assembled on bus driver wage rates by operatorzby year.

6.2. Analysis Undertaken

Analyses were undertaken of trends in busdriver payrates(per driver hour) for six selected bus
operators in the wider Auckland %egion (including the Hamilton and Tauranga areas) for the
period for which such data is reasenably readily“available -- which was for years 2005 to 2017 in
most cases, for years 1990 t0'2017 in the case of\NZ Bus.

The operators covered dre:
o NZ Bus (Adckland)
Ritchies fAuckland)

o Howick and Eastern (Auckland)

) Birkenhead Transpert (Auckland)
° Go Bus((Hamilton)
o Go-Busy(Tauranga).
For each of these operators, two sets of wage data were derived:

o A 'low’ rate, based on the standard hourly pay rates for 'new’ drivers in their first year of
service, without additions for any shift allowances, service allowances etc [check??].

o A 'high' rate, reflecting typical additional payments for more experienced/longer serving
drivers, and including allowances (where applicable) for 'overtime' work beyond the
basic 40- hour week, split shift payments, length of service payments etc
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In addition, these 'low' and 'high' rates were compared with:

o the national (statutory) minimum hourly wage rate (which is generally adjusted
annually); and

o the 'living wage' rate (also generally adjusted annually, but only introduced in year
2013/14).

While bus driver wage rates are typically adjusted annually, the 'real’ trends in driver wages are
masked by general price and cost inflation in the economy. To better appreciate these 'real’ trends,
the money wage rates ('$ of the day') were adjusted by three alternative measures of price and
cost inflation in the NZ economy (all taken from Statistics NZ sources):

3. National consumer price index (CPI) - reflecting movements in the prices of goods and
services in the economy generally.

4. Labour cost index (LCI) - reflecting average movements in pay rates for motor
operators and drivers nationally (of which only a small proportion would b&bus
drivers)

5. National average hourly earnings (AHE) - reflecting movements in averagethourly pay

rates for all employed people in NZ.

For each of these three inflationary measures, movements.in driver, wage costs (on an annual
basis) relative to each of these measures were derived, for each of the selected operators, covering
two periods:

o A 'longer term' period (1999 - 201 7)3limited driverwages data is available for the first
part of this period.

o A 'medium term' period (2005,-2017): the required data set is almost complete for this
period.

6.3. Results and Commentary

6.3.1. Driver wage,rate;movements relative to CPI

The figures below glearly indicate that, in most cases, wage rates have been increasing gradually
relative to thesCPL/ Over the 12-year (medium term) period, the relative rate of increase has
averagedtaround 1% per yearor slightly more. This result is unsurprising, reflecting modest
increasesin ‘veal’ pay rates((relative to the 'cost of living') over this period.
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Bus driver wages 1999 to 2017 - adjust by CPI
(December 2017 prices)
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Also, not surprisingly, all the driver pay rates showniare'significantly/higher than the national
minimum wage. However, for most of the operators,,the 'low’ pay rates shown are below the
'living wage'; while the "high' pay rates are above the ' living wage'for three of the six operators,
on a par for one operator and significantly bélow for the othemtwo operators.

Bus driver wages 2085 to 2017 J&d)ust by CPI
(Deeemiber 2017 prites)
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6.3.2. Driver wage rate movements relative to LCI

Section 9(2)(b)(ii)

These charts show less clear-cut trends than those relative to the CPL. For three of the six
operators, over the medium term the 'high' pay rates have generally been increasing in relative
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terms (and again are above the 'living wage'), while the trends in the 'low' pay rates are very
mixed. Overall, driver wage rates still appear to have been increasing on this measure, but at an
average rate of rather less than 1% a year, i.e. less than that relative to the CPI (which reflects that
the LCI has been increasing rather faster than the CPI over the analysis period).

Bus driver wages 1999 to 2017 - adjust by driver labour cost index
(December 2017 prices)
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Bus driver wages 2005 19,2017 - adjust byhdriver labour cost index
(Degember 2017 prices)
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6.3.3. Driver wage rate movements relative to AHE

These charts show a rather mixed picture for driver wage rate movements relative to average
hourly earnings in the NZ economy overall. In the second half of the period since 2005 (i.e. since
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about 2012), there appears to be a slight tendency for the driver rates to reduce somewhat relative
to AHE, but in most cases at rates of well under 0.5% per year.

Bus driver wages 2005 to 2017 - adjust by driver labour cost index
(December 2017 prices)
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6.4. Results and commentary - relative pay rates by operator

Examination of the chart data for recent years give some information on the relative rates paid by
the individual bus operators. Considering both the 'high' and the 'low’ sets of rates together, the
rate relativities may be summarised as follows:
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. High' rates: E—
o ‘Medium'rates: |
Section 9(2)(b)(ii)
I
o Low'rates E—
]
.|

6.5. Summary of findings

6.5.1. Trends in driver pay rates relative to national economic indicators

The main findings from our analyses of movements in bus driver pay rates for ourgsample of six
of the larger Auckland/Upper North Island operators over the period since, 2005 (but not
including any significant effects of the recent PTOM tendering) indicate:

o increases of around 1%pa or rather more relative to CPI (which“teflects the costs of
goods and services in the NZ economy as a whole);

° increases of rather less than 1%pa relative*to L€I (an index representing labour cost
movements in the wider motor driver sectoh);.and

o some small reductions, but well under'.5%pa and particularly in the later part of the
period, relative to AHE (an index,of avefage hourly/earnings in the economy as a whole).

In all cases, and entirely as expected;,thé*driver pay rates, even on the 'low' figures, are
significantly above the statutory minimum hourly wagey, Taking the 12 data-points analysed (i.e.
six operators, 'low' and 'high' values for each), thitee‘of these are significantly above the 'living
wage', two are very close tothis figure, and thedemaining seven are significantly below this figure.

6.5.2. Relative pay rates‘by operator

The data for recent yeass, taking bothythe, 'high' and the 'low’ rates together, indicates that:

Section 9(2)(b)(ii)
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7. DETAILED ANALYSIS OF PTOM IMPACTS ON BUS DRIVER EMPLOYMENT
CONDITIONS AND WAGE RATES

7.1. Framework for Analysis

The overarching framework for producing analyses of the impacts of PTOM on wages and
employment conditions of bus drivers to answer the research questions required two key steps:

1. Establishing a basis for comparison of bus driver wages, employment terms and
conditions
2. Making comparisons across regions and bus operators.

These two steps allowed three types of analysis of:
o overall wage and employment conditions trends pre-post PTOM (1990 - 2017)

o specific analysis of changes in wages and employment terms and conditions.across bus
operators (primarily focused on Auckland and Wellington).

In addition, in order to understand the context for changes in wages and emiployment conditions
of bus drivers, it is also important to understand what has’happened within“the overall PTOM
contracting environment across regional councils. Fer’eéxample, chahges inanarket share of bus
operations, and who is employing bus drivers; and’én ‘what types of employment contracts, and
specific wages, terms and conditions. An analysis of this context and‘its relationship to wages,
employment and conditions is reported in the<findings section.

7.1.1. Comparing wages with a similar eohort (e.gyysehool or charter bus drivers)

The research team briefly investigated bus industry paywrates and whether there are significant
differences in pay rates by the role or type of bus driving employees do in order to understand
whether it was possible to comparetrban bus‘driver wages and conditions with school or charter
bus drivers as a cohort. There wasn't a clearmbasis to compare based on type of bus driving (i.e.
school bus, charter, urbansbus) rathef a mix of approaches by operators. Some bus operators pay
by qualifications and€xperience, and,some to pay differently by driver role/type, and pay is also
influenced by region. Thereforejthis type of comparative analysis was not able to be conducted.

7.1.2. Operator Approach

A sample/of ‘operators‘whodid respond to questions about whether they have the same or
differentvagreement,(terms and conditions depending on the type of driving had the following
responses:

Uzabus

Section 9(2)(ba)(i)
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Go Bus Section 9(2)(ba)(i)

These different approaches may indicate that operators who are in a truly competitive situation
(either through securing contracts or getting enough staff) are flexible in their arrangements and
tailor driver conditions and rates to the business need.

7.1.3. Medium/Long Term Trends in Driver Pay Rates

The research team undertook an analysis of medium/long-term trends in bus driverspay rates in
the Auckland region and in other centres in the Upper North Island (Hamilton and Tauranga). This
was to provide a 'baseline’ of driver wage levels and trends over a longer-term period prior to any
significant implementation of PTOM, so that any effects of PTOM on dfiverwages could be
compared against these baseline trends. This is detailed'in SeCtion 64

In addition to the above the team also conducted a survey of bus operator pay rates for 2017 and
2018 to determine whether there had been any«hanges. This wasithen consolidated to provide a
national picture of rates and as a comparisonsbetween regions-and operators within a region. This
presented in table x in the next section.

7.2. Establishing the Basis fonComparison

7.2.1. Bus operator data-on wages and €mployment conditions

To determine the impact'on“bus driver staff with the move to new contracts, the documents
providing evidences6f the’pay rates and employment terms and conditions pre-PTOM were
reviewed and comparedto those,irtplace post-PTOM. These before and after comparisons enabled
similarities and differences between regions, operators and bus driver groups to be identified.

In the limiteditime availabl€thewresearch team collected as much data on employment conditions
as was( available for operators and unions. This information discovery phase resulted in
completed’ templates from all the major Auckland operators, including supplementary
infermation om theirregional operations where appropriate.

The majopity“ef stakeholders provided information, with the notable exception of NZ Bus who
advised us that after consideration on value for effort, NZ Bus would not be participating in or
providing any material to the PTOM impacts on employment conditions research.

In addition to the information provided within the completed templates the research team were
also provided with copies of employment agreements and other documentation that has been
useful in establishing a basis for comparison of wages, employment terms and conditions across
operators pre- and post-PTOM both in regions and nationally.

The key terms that contribute to establishing the comparisons are included in the table below.
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Research Database This provides a set of data on which this research has been conducted. It
includes source documents (e.g. employment agreements) and transcriptions
provided by operators of the information recorded in documents. The latter
may contain errors and omissions and is subject to the interpretation of the
person providing the information. It establishes an objective starting position
or set of conditions at a given point in time. Any proposed or implemented
alternatives (including approaches to pay and rates) can be compared to the
baseline to determine the degree of change.

6]y E e i IE s | The basis of this analysis is to make comparisons between operators in
and Conditions different locations both before and after the implementation of PTOM.

Pay rates Base hourly rate — ordinary time hourly rate as referred to in the employment
agreement.

Effective hourly rate - a calculated rate derived from total pay % riod
divided by the number of hours worked in that period. Inclu

e hourly rate adjusted for serV|ce and overtime re appllcable
e shift allowances

All up hourly rate — a fuIIy r e and mo representatlon of the
terms and conditions th a financial benefit or value to the driver.
Includes:

annua|b\® QO

Iowance
|ons

|t|ons that require an activity to trigger entitlement
ncy, parental leave, bereavement leave

@and conditions that are difficult to quantify in value e.g.

plinary procedures

v
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Modelling Scenarios A model was built in order to determine how various operator conditions and
wage rates compare. The scenarios modelled were:

° Scenario A — Weekday ordinary hours - working Monday to Friday
within a 40-hour working week.

° Scenario B — Weekend ordinary hours — Scenario A modified to
include working on either Saturday or Sunday within a 40-hour
working week.

° Scenario C— Overtime — Scenario B plus working 8 hours overtime to
make up a 48-hour working week.

° Scenario D — Cancelled Day Off — Scenario C plus working on a a
driver is rostered off to make a 56-hour working week.

GEE AT A EINARE A more detailed model was built for an earlier, GWRC-commis d rt.
It included analysis of wages and employment conditions t could be
monetised, including rosters and shifts, to allow Unions perators to

establish a baseline of the NZ Bus rosters and shifts for parlson to the offer
to be made by Tranzit.

This level of analysis was n t en for t?'vgg research, however

the GWRC report has been r where releva

7.2.2. Union (employee) perspectlviof®$ |mpact Q

First Union had completed their own @ pendent x s of historic wage rates and their
assessment of the impact of PTOM n driver empl conditions and wages (this analysis

provides a useful union perspe the im ThlS research provides a summary of
the changes in bus driver ra d relat yment conditions made in response to the
PTOM tendering process each Auckl ea (sub-regions) and each operator that held
significant market shar area / or after PTOM, it sets out the key information in
diver pay rates and s for (as appro rlate) pre- and post-PTOM situations.

7.2.3. Great&gton R&QCounal (GWRC)-commissioned report

In 2017, mmissi ill McDonald to undertake analysis to understand the impact of

PTOM lington
i ion of PIO

bus driver wage and employment conditions, in advance of the
ellington, most PTOM contracts are commencing in mid-July 2018.
g for report established a baseline of existing wages and employment
conditions off& he dominant incumbent operator, NZ Bus subsidiary Go Wellington, whose
collective @ nt and operational practices are more complex than other operators in
Wellingto d the rest of New Zealand. The parties to the report have not agreed to its public
release, however it is in the public domain. As research team member Bill McDonald also
undertook that analysis, he has drawn on the analysis and findings of that report. The same depth
of that analysis has not been mirrored for this research due to time constraints and limited
participation by operators, which did not provide information required to do so.
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7.2.4. Determinants of employment conditions

The research team identified that there are three key determinants (factors) that can be applied
to a particular bus operator workplace and analysed; namely (summarised in table 2A):

° terms and conditions for full time, part time and casual workers;
° business processes; and,
° custom and practice.

Figure 1: Determinants of bus driver terms and conditions

Part time g
3
Casual 3
g
R
This is a ‘botto proach X rmine the impact of terms and conditions on an individual
nt status, the interpretation of their employment agreement

bus driver b their employ
combine% e busine and how they are applied in practice. It is the interplay of these
termine’c ke-home pay.

factors@

t isc @ available evidence available to evaluate the terms and conditions in
employment % (e.g. collective employment agreements), and business process rules
and proces viewed (although may be considered commercially sensitive by operators),
custom a @ tice develops over time and in response to specific circumstances. Therefore, it is
too early ay what custom and practice will be in a post-PTOM environment so our analysis to

date has not focused on this area for research. The utilisation is an example in a pre-PTOM
environment as to how operators and drivers responded to persistent driver shortage.

7.2.5. Cancelled Days Off

The GWRC-commissioned report describes the Go Wellington practice where shifts are routinely
run short-handed - the complement of drivers rostered on to carry out rostered duties is just
sufficient. At times a vacant shift arises, and a driver comes in on their day off to work that shift.
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These ‘cancelled days off” attract penal rates that incur a greater cost to deliver that particular
shift. Due to time constraints and NZ Bus declining to participate in this research, no information
is available regarding the existence of this practice elsewhere in New Zealand.

7.3. Making comparisons

We undertook a comparison of the terms and conditions of the collective employment agreements
and the individual employment agreements between operators and drivers across the Auckland
and Wellington operational regimes. ‘Like for like’ comparisons were not entirely possible, as both
regions and different types of bus operators differ significantly in organisation and culture.

Comparisons of business rules and processes and custom and practice were undertaken for
Wellington, as far as possible, given most PTOM contracts were due to commence in July 2018.
The complexity of the Go Wellington collective agreement necessitated this approach, gvhich
assigned a value to some of the operational practices that had a direct bearing on the take home
pay received by drivers. The same exercise was not carried out in other regions due to limitations
of time and the view that the additional value of these practices on pay received was marginal and
therefore had little bearing on the outcome of our analysis.

7.3.1. NATIONAL CONTEXT

Bus Driver Wages
SeCtion 9(2)(b)(ii)
In terms of industry pay rates the research team found that:

o Entry-level bus drivers usually start oni$17 per hour:
With theminimum wage increase to $16.50 per hour from 1
April 2018 it is expected that thé starting rate, for, new bus drivers will rise and this will

have a knock-on effect in rates'between on_starting rates and relativities through the
entire driver pay scale.

o By way of comparison, the minimummagewill be $16.50 per hour from 1 April 2018,
and the ‘Living Wage’ of $20.20 pershour at 1 July 2017. The current Living Wage
increased by 40 centson the 2016/ 17 rate of $19.80 in line with the average movement
in wages. The Living Wage rate is set by the Family Centre Social Policy Research Unit in
the Hutt Valley.

o These figutes compare te New Zealand Household Labour Force Survey average hourly
earmings.ef $29.62'and median hourly earnings from wages and salaries of $23.49 for the
sameé gliarter.

° Infaddition to.experience, pay rates for bus drivers are influenced by region (and within
regions)y even if employed by the same operator. For example, bus driver pay rates in
Hamiltofi and Tauranga are lower than Auckland and Wellington. Within Wellington
Porirtiadrivers receive less than their Wellington City counterparts; number of hours
worked; and the type of bus driven.
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Pay Job opportunities Length of training
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$17-823 perhour f % < 1

o

National overview of current wage rates in major metropolitan areas

The research team also conducted a survey of bus operator pay rates specifically*and this is
presented in the table below. This shows that base rates tend to be higher in the ‘main centres
which is consistent with greater opportunities for semi-skilled workers in those areas. As aresult,
drivers in the main centres tend to receive higher base rates of pay.

Table 4: Average bus driver wagés Bygegion Section 9(2)(b)(ii)

R

Hamilton e [ I [ ]
Napier i _ _-_ g ] [ ]
Dunedin ! 8 _— i ] [ ]
Christchurch S ] N - I [
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National Average A\ d Q i I N ]

Relative paysratés.by operator

Section 9(2)(ba)(i)
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Table 5: Bus driver wage rates 2018

Go Bus

Go Bus

Go Bus

Go Bus

Uzabus

NZ Bus (Valley Flyer)
NZ Bus (Go Wellington)
Mana

Tranzit (Hutt Valley)
Tranzit (Wellington)
Ritchies

RMTS

Pavlovich

Birkenhead Transport
NZ Bus

Go Bus

Howick & Eastern

Section 9(2)(b)(ii)

>

Overall trends in wage ratesqand, employmeént, conditions (pre-post PTOM) relative to
national economic indicators

The main findings from.eur, analyses, ofsffievements in bus driver pay rates for our sample of
operators over the period since 2005 (butinot including any significant effects of the recent PTOM
tendering) indicate!

o increases of'around 1pereent per annum or rather more relative to CPI (which reflects
thelcosts of goods and services in the NZ economy as a whole);

o increases of rather less than 1 percent per annum relative to LCI (an index representing
labour cost movements in the wider motor driver sector); and

o somesmallxeductions, but well under 0.5 percent per annum and particularly in the later
past.ofitheperiod, relative to AHE (an index of average hourly earnings in the economy
as a whole).

In all cases, afid as expected, the driver pay rates, even on the 'low’ figures, are significantly above
the statutory minimum hourly wage. Taking the 12 data-points analysed (i.e., six operators, 'low’
and 'high' values for each), three of these are significantly above the 'living wage', two are very
close to this figure, and the remaining seven are significantly below this figure.

7.3.2. Bus driver employment conditions

Employment contracts for bus drivers fall into two broad categories:
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o Agreements that feature a relatively complex remuneration model subject to
interpretation, extensive penal rates for evenings, weekends and additional shifts
worked, full recognition of seniority with a progressive scale with additional rights and
benefits and non-standard employment conditions.

o Relatively straightforward contracts with a flat hourly rate, minimal penal rates and
other statutory based entitlements.

Agreements are usually with a single employer operating a bus service within a particular area.
Each agreement is founded on the history of the business (e.g. council departments versus private
charter operators), reflecting the underlying business philosophy of the operator and shaped by
negotiations with unions.

Consequently, agreements in the same region with the same operator may have quite different
terms and conditions. A good example of this is reflected in the three Tramways Union Collective
Agreements with NZ Bus in Wellington:

o Mana - A basic agreement with a flat hourly rate, no penal rates and no/redundancy

o NZ Bus (Valley Flyer) - An enhanced agreement with some penal rates, redundancy
payments and additional conditions retained frofm.when the busroperation was part of
NZ Rail.

o NZ Bus (Go Wellington) - A relatively complex agreement,subject to interpretation,

with extensive penal rates for evenings, weekends, werking a cancelled day off, full
recognition of seniority with a progressive wage scale; generous redundancy provisions
and additional rights and benefitsidating back to{itsioperation under Wellington City

Council.
Section 9(2)(b)(ii)

Figure 2: Wellingten regions bus operator agreements

While operators with their roots outside the main metropolitan centres may have some
differences in agreements between locations, these differences are in the margins. This means
where an operator has a philosophy of offering a flat hourly rate this is consistently applied in all
their contracts with the only notable difference being the different rates for different locations.
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A number of Auckland’s incumbent operators appear to have attempted to renegotiate their
collective agreements before bidding for a PTOM contract. From the information received for this
research, it would appear that this resulted in a strongly negative response from the unions, so
there wasn’t a widespread change to terms and conditions. Therefore, the agreements have
survived the transition process to the new PTOM environment (i.e. there is little noticeable
difference between a pre-PTOM and post-PTOM agreements for the same operator providing
services in the same location).

The significant loss of market share by incumbent operator NZ Bus has markedly changed the
landscape for driver wages and conditions. Markets that were traditionally serviced by operators
who had acquired existing bus operations from local council’s (e.g. NZ Bus) had largely preserved
the employment terms and conditions that were in place pre-acquisition. The following timeline
sourced from the NZ Bus website provides a good summary of what has happened insbeth
Wellington and Auckland where through acquisition they have grown to become the dominant
player.

For NZ Bus drivers this has meant their employment conditions have been largely/pteserved
through the transition from municipal operators up until the present day.

1992 1994 2005 2008 2012 2017

Stagecoach Stagecoach acquires Infratil acquires NZ Bus acquires The New Zealand NZ Bus secures 20 long-
purchases Runcimans Motors the New Zealand Whangarei bus¢ Government term PTOM contracts in
Wellington City public transport operator Adams announces the Public Auckland and 5 PTOM
Transport along interests of Travelines_(rebranded, Transport Operating contracts in Wellington
with Wellington and Stagecoach as NorthBus) Model! (PT@M)

Auckland Railway's
bus operations

2008 2009

2012 2013

1992 1993 2005 2006

1993 1998 2006 2009 2013

Stagecoach Stagecoach acquires Infratirelifands its bus  Infratil sélis its stake NorthBus sold to Ritchies
acquires Auckland Yellow opérations to NZ Bus i Fullers Ferries to Transport

Eastbourne Buses (Municipal Sofifer Haldings!

Buses operation) and Fullers

Ferries

7.4. Regional Impact

There are differences in impacts between_regions (particularly Auckland and Wellington)

7.4.1. Key comparisons’of wage rate tfends and employment conditions across Auckland
and Wellington (and ‘other key regions of interest)

A comparisof of employmentcontracts identifies the following major differences:

° Base pay rates

o Application(of penal rates

° Recognition‘ef seniority

o Entitlement to redundancy payments.

7.4.2. Auckland bus driver impacts

The result of the Auckland Transport PTOM was that NZ Bus reduced its market share from 61
percent to 36 percent with new to the Auckland market Go Bus picking up 16 percent, with
Pavlovich and Ritchies increasing their share (see table 3A).
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[t is important to note that operators, in general, have retained their employment ‘agreements for
markets in which they already operate, adopting the same type of agreement as the basis for their
PTOM bids.

Figure 3: Auckland public bus operator market share Pre- and post-PTOM
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In the leadup to, and following, the PTOM bus,tendering/contracting process in Auckland, bus
drivers of the major bus companies were faced with requaests tonegotiate changes to driver wage
rates and employment conditions. The impetus for thi§ was that the companies felt a need to
improve their cost competitiveness i adyvance of the’'PEOM tender process, which was the major
factor in trying to maximise their market share (threugh'a combination of retaining their existing
service contracts and winning contracts for segvices previously provided by other operators). We
note that driver costs typicallypaccount for around 50 percent of total bus company operational
costs (which include bus*apital charges).

The incumbent opératorS who tpied to negotiate new conditions with staff were largely
unsuccessful du€“to «staff andtunion resistance. This attempt indicates that the incumbent
operators knew competition,was coming but were unable to make the required changes because
of the staff resistance. Consequently, the lower cost operators have entered the Auckland market.
PavloviehpRitchies and RMTS set their flat wage rates below the NZ Bus starting rate, so the impact
op/driverssvho switchied would be an inferior wage to what they had had previously.

Impacts on employment conditions
The potential impact on the changes in operator market share for bus drivers was threefold:

o Areduction in overtime as incumbent operators are able to redeploy additional staff now
available to fill gaps in the roster.

o A loss of jobs as incumbent operators look at downsizing their workforce to meet post-
PTOM service contracts. Note drivers with NZ Bus would be eligible for redundancy
payments in this event which may suit those close to retirement or those looking to leave
the industry, while for others it would reflect some compensation for accepting a job with
a different operator with inferior conditions and wages.
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° The operators who have gained market share offer drivers similar employment
conditions as they offer other drivers who work for them throughout New Zealand.
Wage rates are higher than the rest of the country but are inferior to the rates and
conditions offered by incumbent operators.

The following table outlines the differences in employment terms and conditions, pay rates, and
union membership of the main Auckland bus operators, reflecting that the newer (lower-cost)
operators: Pavlovich, Go Bus, RMTS, Ritchies offer less terms and conditions (e.g. penal rates and
allowances) and flat pay rates.
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NZ Bus (Auckland)

Table 6: Auckland public bus operator terms and conditions
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Comparison of wage rates of Auckland bus operators

The following table compares Auckland bus operator pay rates. NZ Bus and Birkenhead Transport
(long-standing incumbent operators) offer the highest average effective pay rates, while
newcomers like Pavlovich and Ritchies offer among the lowest average effective pay rates.

Table 7: Comparison of wage rates of bus operators in Auckland
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Figure 4: Average Effective Hourly Rate in Auckland
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7.4.3. Wellington bus driver impacts

The outcome of GWRC'’s bus contract tendexs'was a reduction of staff required by incumbents Go
Wellington, Valley Flyer and Mana. Thesnet zesult is that NZ Bus reduced its market share from 73
percent to 28 percent with newcomer, Tranzit increasingits share to 60 percent (table 6A).

Figure 5: Wellingtompublic bus opepator market share Pre- and post-PTOM
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It is worthiconsidering the approach the GWRC took to their PTOM tendering round. GWRC’s Bus
Invitation to Tender did not include any arrangements for the surplus staff of any unsuccessful
incumbent operators to be transferred to new operators, or the specification of labour rates and
conditions. Consequently, the contracts do not require the transfer of staff from an outgoing
operator to an incoming operator at the commencement of or at the end of each contract term.

Operators and unions took varying positions regarding the treatment of drivers employed by the
incumbent operator, who are subsequently displaced due to the bus contract tender outcome. The
award of the tendered bus contracts has led to political, company, union and staff reaction. Several
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stop work meetings were held and there was media reporting of both NZ Bus’s dissatisfaction
with the outcome of the tender process and union concerns. Tranzit, which was awarded eight of
the nine tendered contracts held meetings with potential employees to discuss its intended
approach. It undertook to employ as many bus drivers from the region’s existing workforce as
possible, having regard to alignment with Tranzit’s culture, reference checks, and agreement on
remuneration and terms and conditions.

GWRC sought to identify an appropriate position that considers both views, settling on a middle
position. This is represented in the diagram below.

Figure 6: GWRC approach to staff in PTOM tender assessment
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NZ Bus did not try to change their agreemen &their staff, Tranzit won the competitive tender
process and set their flat-rate wage abo p NZ Bus ra
on drivers depended on the interaction mber of&&s

Impacts on employment conditiﬁ @'
The scenarios applying to ling

le 8: Impaets,on,Wellington Bus Drivers

/7

\Aicer

® Tranzit’s flat rate is higher than the highest rate

iver works for Tranzit

Driver worke r
Uzabus

previously available

Driver wor|

Flyer

Driver worked for Go Driver remains with Go No change to conditions and wages but face a

Wellington Wellington reduction in the availability of overtime and the
potential loss of a job with 120 jobs lost.
Redundancy payment per CEA and opportunity to
retire, leave the industry or work for another
operator on a new contract.
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Before ‘After ‘ Impact

Driver worked for Go Driver takes redundancy |Redundancy payment per CEA and opportunity to
Wellington retire, leave the industry or work for another
operator on a new contract.

Driver worked for Go Driver works for Tranzit e Drivers with less than five years’ service
Wellington would be better off at Tranzit.

e Those with five to 10 years’ service "may
be" better off.

e Those with more than 10 years’ servi
and associated penal rates would b
worse off.

after PTOM, as summarised below:

NZ Bus drivers \
o If they retain their jobs, then there are no%@o thei em@nent conditions or
wages ; ‘ﬁ

o Note in Wellington, NZ Bus had a persisten hortfai@a so the need to downsize

The impact on drivers depends on who they worked for before PTOM and whoh& ked for

their workforce presented an oppo to no lon umshorthanded. If they did this
then the overtime available to rivers and t ed to use CDOs could be reduced
which would reduce driver ear: erall. o not have the same information

eligible for a redundanc out. In on [ am aware of a number of drivers close
to retirement wh k this optior& ey effectively left the industry.

o The impact o ividu
work for % Q
Tranzit Q
° ffﬁ ivers a
SS of§e ori
% it ﬂat-ra\
RC QOD@ :

rivers who come across with less than five years-service would be better

&& off at Tranzit.
Those with five to 10 years-service "may be" better of

while those with more than 10 years-service would be worse off.

for Auckland. Q
o If they are surplus to % ents an %ot be redeployed, then they would be
in
0

river depends on which NZ Bus subsidiary they

t rate for all hours worked that was the same for all drivers
Unlike in Auckland where operators with similar contracts, the
is above the rates offered by NZ Bus. Analysis commissioned by

o The impact on individual drivers depends on the business processes and rules and the
custom and practice at NZ Bus (Go Wellington). Drivers with longer tenure have both
higher basic wage rates but are also more likely to be allocated more lucrative shifts
including overtime and cancelled days off.
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The following table outlines the specific differences in employment terms and conditions, pay
rates, and union membership of the Wellington bus operators, reflecting that in Wellington
Tranzit offers a much higher flat rates, but NZ Bus offers significant additional terms and
conditions (e.g. overtime penal rate, redundancy, days worked per week).

Table 9: Wellington public bus operator terms and conditions

Coffiparison of wagefatés of Wellington bus operators Section 9(2)(b)(ii)

The following£able cempares Wellington bus operator pay rates. Unlike Auckland, Tranzit as the
newer operator,‘effers the highest average hourly rate, compared to NZ Bus, Mana and Uzabus.
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Section 9(2)(b)(ii)

Table 10: Comparison of wage rates of bus operators in Auckland
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Figure 7: Average Effective Hourly Rates in Greater Wellington Regien
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Without additienal information on the impact on individual drivers at NZ Bus (GO Wellington)
and NZ Bus Auckland following the implementation of PTOM (i.e. the numbers and demographics
of driver that have been made redundant or chosen to leave the company), it is not possible to
estimate the impact on the average driver. It is also difficult to estimate any impact on drivers that
remain with NZ Bus (Go Wellington) and NZ Bus Auckland without knowing what the business
processes and rules and custom and practice for allocating overtime and cancelled days off is
without further information from NZ Bus.
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8. DATA COLLECTION TEMPLATES

8.1. Bus Operator Information Request Template

PTOM - Impacts on Employment Conditions Research
Section 1- Overview Description

A bullet point summary of the operation

Example

* XYZ Ltd has been operatien for over 20 years

* Provding

ge of services including schedule services, charters and school buses
ingn24 that requires a flexible workforce

r workforce is made up of fulltime, part time and casual drivers

jority of the workforce are on a collective employment agreement negotiated with PQR Union

niority is recognised in a progressive payscale and overtime is paid for weekend work

Section 2 - Staff Profile

Number of Staff Drivers

Notes

Supervisors

Managers

Workshop

Admin

Other

Drivers Length of Service Up to ayear

1-2 years

2-3Years

3-5Years

6-10Years

[ >\

More than 15 years {'
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Section 3 - Terms & Conditions
Type of Agreement
Allowances
Agreements
Benefits
Costs
Disciplinary
Hours
Incentives
Leave
Overtime/Penals
Pay Rates
Redund:;lncy
Remuneration
Retirement
Service

Superannuation

Unions
Section 4 - Business Rules & Processes
Passenger Timetables
Bus Schedules
Shifts
Rosters
Section 5 - Custom & Practice

Informal aspects of business operations

2018

Changes

Example

Collective Employment Agreement (CEA) - Copy attached

Travel

Collective

Free travel

Medical, legal, licences

Statutory J

v
40 hours per week over 7 d

turday /T 1.5 on Sunday

1516/ Step 2517/ Step 3 518/ Step 4 519 /Step 5 520

None

Service scale

Gratuity

Qualifications

Kiwisaver

Provided

Changes

CEA Provisions
Example

Timetables are as agreed in the PTOM contract

Standard rosters are in place and drivers are advised a month in advance

Shifts are allocated on a first come first served basis

Drivers can swap shifts amongst themselves

Callbacks are offered to drivers based on seniority

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates
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8.2. Regional Council Survey Template

Table Al: Respondent contact details

Region:
Name:
Position:
Email:
Telephone:
Mobile:

Table A2: Consultant contact details (for any queries etc)

=B $® ¥
> .
QY N
O K
2 &
> \\0
¥ @
T
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TABLE B: BUS CONTRACT SUMMARY (post-PTOM)

would be helpful.

Region % NZ |Procurement basis |Area Start date Units by operator |
serv km |Type Duration Tot units % reg km Notes, queries
4
(1) (years) (%))

cT [
LfL !)
Neg other
Total regional service km (%) - post|
Total regional service km (%) - pre 0

Notes: (1) Need to check whether these proportions are bus only, bus +ferry, or bus +ferry + rail (? defn of service km for rail?) - cheek Nick H

(2) Comprises a seasonal Coromandel unit and a trial Thames service - are these part of one CT contract, or separat
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Table C: Regional Summary by Contract

Region:

Contract area Bus contract ID/name | Total bus service | Start date (mm/yy) for | Contract tendered (TEN) [ Number of bidders

(eg Hutt Valley) km ('000 pa) new (PTOM) services | ornegotiated (NEG)? | (tendered contracts)
[ €)

Notes:

(1). Multiple bids for a single contract from the same operator are to be counted only once here.

44

C

ALLEN+CLARKE



Table D: Regional Bus Contract Summary by Operator

Region:

* Operator name

Operator A

Operator B etc

Key operator contact:
* Name

*Position

*Email

*Telephone

*Mobile

Number of pre-PTOM contracts held:

PTOM tendered contracts:
* Number bid for
* Number awarded

PTOM negotiated contracts:
*Number awarded

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates
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Table E: Comments on the PTOM Procurement/Contracting Process in your Region
Region:

Instructions: Could you please comment on the specific questions (1, 2, 3, 4) below relating to the PTOM procurement and contracting process in your region, with a particular emphasis on issues relating to employment arrangements and
conditions. Also, please provide any other comments on the process that you might have in the section below these specific questions. If you think it would be more helpful, we would be happy to arrange a phone discussion relating to the

PTOM process and issues - please let us know.

Specific questions:

1. Do your region's PTOM bus tender evaluation procedures and/or PTOM contracts include any provisions relating to
safeguarding employment terms and conditions (eg requirements to employ staff from the previous operator of the
comparable service, on identical or similar terms and conditions)? if Yes, please provide a summary of such provisions
here (or attach extracts from relevant contract etc documents)?

RC response:

2. Do you have any knowledge or evidence, from tender bids or other sources, on the effects of PTOM (with its
increased emphasis on commerciality and its generally greater level of competition for contracts) on bus driver pay
rates and employment conditions in your region? If Yes, can you please provide further information on these effects?

3. In your opinion, has the PTOM process had any effects on tender bid prices and on resultant (gross) contract prices in
your region? If Yes, please comment further, in particular on any effects on contract prices?

4. Are there any other factors in your region ( apart from those directly related to PTOM, as covered above) that you
consider have affected the level of labour costs in recent (PTOM) bus contract tenders, apart from normal inflationary
trends? (One example of such factors may be driver recruitment difficulties resulting in higher driver pay rates.) If Yes,
please describe these factors briefly?

Any other comments re the PTOM procurement and contracting process (with particular emphasis on any effects 6f PTOM on bus operator staff pay rates and employment conditions, and indirectly on contract prices):

A.
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9. SUMMARY DATA
Table C1: Regional summary of contract units, service km and bidders per contract
Region | Procurement # Units Total service km (million) Bidders/contract Notes
basis Pre-PTOM Post-PTOM Post:Pre [ Mean Min Max
% Neg:Ten % total | % change
LARGE REGIONS (> 10 million service km)
AKL Negotiated 29 31.14 52.8%
Tendered 23 27.83 47.2% 5.65 4 8
Sub-total 44.77 58.96 52.9% 31.7%
WLG Negotiated 7 5.12 34.4%
Tendered 9 9.79 65.6% 5.22 1 7 Mean bids
Sub-total 14.43 14.92 13.4% 3.4%
CAN Negotiated 25 16.21 98.5% P
Tendered 14 0.24 1.5% 1.53 1 2 All these
Sub-total 16.45 14.8%
Summary - Large Regions 90.33 81.0% 5.53 (excl CAN)
MEDIUM REGIONS (1.0 - 10.0 million service km) -~ )
BoP Tendered 5 5.33 4.8% 3.60 3 41, |Bidder figure
WAl |Tendered 8 5.40 4.8% 4.50 200 6
OTA Negotiated 77? 17
Tendered 7P Y oo 3 y o
Sub-total 77 570  5.1%| | L )
N\ . N
HOR Negotiated 1 0.20 N y )
Tendered 2 1.10 A 2.00 2 2
Sub-total @ 130 12%| om
HB | Tendered 1 " o7 1.0% e, 5.00 5 5
Summary - Medium Regions ‘ 18.80 36.9% 3.94
SMALL REGIONS (<1.0 million service km) [ ! he N
TAR Tendered 3 P 0.84 " 10.8% 3.50 3 4 Data for 2 ¢
TAS  [Tendered 1 N 047 %7 1%0.4% 1.00
NOR  [Negotiated 3 a \0.18 JN\N "
Tendered 1 P N 0.40 ( A 3.00
Sub-total 0.58 0.5%
Q y = O
SOuU Tendered 1 j¥ ) | A 0.31 0.3% 2.00
d = N\
GIS Tendered __|" ( 2 & A 0.11 0.1% 3.50 2 5
MAR Tendered 1 0.05 0.0% 1.00
Summary - Smaill,Regions 2.36 2.1% 2.63
Totals, [ L7 9 136 | 111.495 = 100.0% 4.66 | (excl CAN)
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Table C2: Operator market shares (service km) by region
Region Proc Basis  Service km measure |Total NZBus Tranzit Go Bus Ritchie Red Bus RMTS B'head H&E Pavlov  Bayes Fullers Mana Uzabus Reesby  Other Unalloc
(CHC) /Madge
AKL Post-PTOM  |Tendered Total km pa - 000 27827.0] 378.7 1655.4 9709.8 6799.5 3985.5 1592.4 3705.7
Negotiated 31135.6| 19538.3 3654.8 3639.8 2654.8 807.3 185.6 655.0
Total 58962.6| 19917.0 1655.4 9709.8 10454.2 0.0 3985.5 3639.8 4247.3  4513.0 185.6 655.0
Tendered % reg. market share 100.0% 1.4% 5.9% 34.9% 24.4% 0.0% 14.3% 0.0% 5.7% 13.3% 0.0% 0.0%
Negotiated 100.0%| 62.8% 0.0% 0.0% 11.7% 0.0% 0.0% 11.7% 8.5% 2.6% 0.6% 2.1%
Total 100.0%| 33.8% 2.8% 16.5% 17.7% 0.0% 6.8% 6.2% 7.2% 7.7% 0.3% 1.1%
Pre PTOM Total % reg. market share 98.5% 61% 1% 16% 6% 11% 3% 1%
WLG Post-PTOM  |Tendered Total km pa - 000 9791.0 0 8,890 0 901
Negotiated 5124.0 4,245 - 879 -
Total 14915.0] 4,245 8,890 - - - - - - - - - 879 901 - -
Tendered % reg. market share 100.0% 0.0% 90.8% 0.0% 9.2%
Negotiated 100.0% 82.8% 0.0% 17.2% 0.0%
Total 100.0% 28.5% 59.6% 5.9% 6.0%
Pre PTOM Total % reg. market share 100.0% 73% 1% 24.0% 1% 1%
Go Bus Ritchie Red Bus
CAN Post-PTOM |Total Total km pa - 000 16453.2 11,349.2 383.1 4,720.9
Total % reg. market share 100.0% 69.0% 2.3% 28.7%
Pre PTOM Total % reg. market share -
|
NZBus Uzabus Reesby |
BoP Post-PTOM  |Total Total km pa - 000 5327.1 - | 453271
Total % reg. market share 100.0% Y | | 100.0%
@ N’
Pre PTOM Total % reg. market share P ' | .
=
Go Bus N J N
WAI Post-PTOM  |Total Total km pa - 000 5398.5 5,366.6 & w | | 31.9
Total % reg. market share 100.0% 99.4% 0.6%
N\ &=
Pre PTOM Total % reg. market share ) D A
Go Bus Ritchie
OTA  |Post-PTOM |Total Total km pa - 000 5702.2 y_ N N 5,702.2
Total % reg. market share 100.0% (L y o 100.0%
Pre PTOM Total % reg. market share T . Q 1= y ‘\” Q %
1
Tranzit v D A 4 ‘ Uzabus
HOR Post-PTOM  |Total Total km pa - 000 1303.7 1100.8 A A w 202.9
Total % reg. market share 100.0% 84.4% 15.6%
e L\
[ VN
Pre PTOM Total % reg. market share B N A
. .
8. H Bay Go Bus " y . o N
Post-PTOM  |Total Total km pa - 000 1073.2 1073.2° A ) o a
Total % reg. market share 100.0% 100.0% R ﬁi o ) |
Pre PTOM Total % reg. market share j‘ a 7L
]
9. TAR Tranzit @~ \7 y <i> R
Post-PTOM  |Total Total km pa - 000 838.0] 600 . y ) | 238
Total % reg. market share 100.0% 7146%L | 28.4%
> S O
Pre PTOM Total % reg. market share Q ¥ PR D
o ) 4 N +
A
10. TAS P N N ¢ §
Post-PTOM  |Total Total km pa - 000 468.5| [ + 468.5
Total % reg. market share 100.0%| “ 7 . N 100.0%
Pre PTOM Total % reg. market share : y | ] 77 gﬁ :
11. NOR & 4 [Ritchie
Post-PTOM  |Total Total km pa - 000 581.0 oX A 400.0 181.0
Total % reg. markef'share | £u100.0% ﬁi 4» 68.8% 31.2%
Pre PTOM Total % reg.imaaegiareji & A v
12.sOU a4 - Go Bus
Post-PTOM  |Total Totalkm pa - 000 306.7 N\ A A 306.7
Total %,reg. market share $100.0%| £ 100.0%
Pre PTOM Toéli y ‘FA re;g. market share 77 \ ~ 4
13.GIS & i y N N ) | Go Bus
Post-RTOM  |Total Total km pa: 000, 144.6 114.6
B Total % reg{ma r[(gt share “(|h,  100.0% 100.0%
Pre PTOM Total % reg. mark_egshare )
14. MARL Y Ritchie
Post-PTOM | Total Total km pa - 000 51.0 51.0
Total % reg. market share 100.0% 100.0%
Pre PTOM Total % reg. market share
NZ TOTA|Post-PTOM |Total Total km pa - 000 111,495.2 | 24,162.0 12,246.2 27,920.1 11,288.3 4,720.9 3,985.5 3,639.8 4,247.3 4,513.0 185.6 655.0 879.0 1,103.9 - 919.4 11,029.3
Total % NZ market share 100.0% 24.0% 12.2% 27.8% 11.2% 4.7% 4.0% 3.6% 4.2% 4.5% 0.2% 0.7% 0.9% 1.1% 0.0% 0.9% 9.9%
(excl Unallocated)
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Table E: Specific Questions re PTOM Procurement/Contracting Process & Experience -- Summary

Q1: Do your tender evaluation procedures and/or contracts include specific provisions relating to:

(i) safeguarding previous employment terms and conditions
1 RC (WLG): No . The matter was fully considered and an explicit decision made not to include specific provisions.
12 RCs: N/a', 'DK' or no response given

(l)giving favourable quality ratings to operators offering better wages and employment conditions?

1 RC (BoP): Yes (TAU contract). Payment of a living wage was included in the quality attribute evaluation.
[Consultant comment: it is unclear to what extent higher driver wages would result in a greater or lesser overall score in the tender evaluation, as the higher
quality score may be more than offset by the associated higher price. The overall result would depend on the detailed evaluation methodology, which is not
provided in detail in the published tender documents.]

12 RCs: N/a', 'DK' or no response given

Q2: Do your tender evaluation procedures take into account the tender is a past track record relating to:
(i) Workplace incidents and safety record?
(ii) On road accidents/incidents affecting passengers or other road users?

9 RCs: Yes
1RC: No'
3 RCs: N/a', 'DK' or no response given

(iii) Complaints received?

5 RCs: Yes

3 RCs: Partial/unclear

2 RCs: No. One region (WLG) noted that this matter had been considered but rejected, given concerns relating to the consistency of complaints records across
different operators.

3 RCs: N/a', 'DK' or no response given

Q3: Do you have knowledge or evidence on the effects of PTOM on bus driver pay rates and employment conditions?

1 RC (WLG): Yes. clearly good knowledge/evidence of effects on driver T & C. Noted that: impacts on drivers primarily a result of changes in operator market shares in
the region; drivers employed under CEAs with current operators would retain their existing T & C; operators that havégained market share in the region
generally pay drivers on a flat rate basis, with any penal payments limited to those requirediby law.

1 RC (Hbay): Partial . Noted from tender evaluation process that the total driver costs for the winning tefdek were low, relative to these for other bidders, but unclear
whether or not this related to driver pay rates.

6 RCs: No'

5RCs N/a', 'DK' or no response given

Q4: Has the PTOM process had any effects on tender bid prices and resultant contract prices?

2 RCs: Probably/may be':
* WLG: Found that winning tender bid prices were close to or a little lower than GW's 'shadow bid"estimates.
* Hbay: Found that winning tender bid prices were lower than under.the’previous contracts for the same services, which was seen as probably a result of
increased competition.

4 RCs: No'

7 RCs: N/a', 'DK' or no response given

Q5: Are there any other factors (not related to PTOM) that have affected the level of labourcosts in PTOM tenders (and contracts)?
2 RCs: Yes/probably':
* CAN: Probably post-earthquake increases in labour costs in the region; which has the lowest unemployment rate in the country.
* H Bay: Operator has found difficulty.to get'drivers for Sunday services, so has had to pay 50% above the standard rate on the services.
5RCs: No'
6 RCs: N/a', 'DK' or no response given

Q6: Any general comments re PTOM procurement/contracting process and experience, with particular emphasis on any PTOM effects on bus operator pay rates and

employment conditions?

WLG: (A)-Concerns re driver wage rates and conditions. These concerns, which were raised principally by the Tramways Union, related very largely to driver wage
rates and conditiohs fanemployees of NZ Bus in Wellington City (ex-employees of Wellington City Transport Ltd). The main issue for the Tramways Union
was theflat raté remuneration structure offered by Tranzit (and most other NZ urban bus operators, including some of NZ Bus' subsidiary companies) versus
the penal rate structure (and includingdength of service increments) of WCTL.

(B)-GW tendering approachssFhe council ran a very attractive, and so very competitive tender process: nine tenderers submitted a total of 86 tenders for
thee variots combinations of contfacts available. The attractiveness of this approach in part reflected the risk/reward balance of the contracts and and
outcomes focus, withselativelylight handed approach and lack of prescription by the authority. It was considered that prescribing or directing operators in
employment mattefs wouldhave reduced their ability to offer the most efficient operational outcome, and would also have tied the council into all future
employmentselaims:

(C)-GW tender evaluation methodology. GW adopted the price and quality evaluation methodology this was consistent with its objective to achieve best
value formoney, balancing price and quality factors (not lowest cost).

(D)-Employee welfare considerations. GW built in a number of safeguards for driver welfare to the procurement process and to the service contract.
Employee welfare and good employer practices were seen as a key consideration in the evaluation of tenders. Strong financial provisions covering economic
performance in the contract would provide powerful incentive for operators to appropriately remunerate their employees.

(E)-Importance of wage rates in operator selection/tender evaluation . Contrary to some views often expressed, GW experience in the tender evaluation
process was that factors other than wage rates accounted for the major component of cost differences between tender prices of different operators.

CAN: Living wage issues . It was noted that some unions are campaigning for all employees (particularly bus drivers in this context) to be paid the 'living wage' rate
as a minimum. If this requirement were to be legislated, then appropriate provisions would need to be made within current (PTOM) contracts, which cover a
period of 9-12 years.

BoP: Contract exclusivity . One positive aspect of PTOM is the abolition of operators being able to notify/register commercial services within limited constraints,
which then necessitates RCs adjusting contractor services to allow for these. The PTOM move to exclusivity for contracts is welcomed.
Patronage and revenue incentives . The current FIM arrangements incentivise operators for patronage increases, but do not penalise them for decreases.
This stacks the system unjustly in the operator's favour.

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates

49





