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THE FINANCING OF TOCAL TRANSPORT
P.J. Mackie and P.M. Garton

I. INTRODUCTION

Administrative responsibility for experditure on ‘transport
is divided between centr';i. and local gove:fnment. Central
governnién.tf is directly r’esj;-onsible for expenditure on motor—
ways and“brunk roads, and j.'ndirectly through the nationhalised
industz::-i.-é;, for expendif;réhby those industries. Iocal
government is respons:.ble for expends.ture on 1ocal transport'

AR

capa.tal, J.ncluding cons‘brucﬁ:.o‘n a:ml a.mprovement of roads, :

rd

parking facilities, traffic management and public 'bransport

investment ‘and current,; including highway watnienamece, public

- trensport revemie 'support-(bus serviees in all counties, Iocal

rail services in the Metropolitan counties only);, and cencessiosnary

. fares. + R

The finance for local transport.comes from three sources:

income from charges for. transport services - bus fares, car

=" parking charges, etc., local rates and Centrsl Government grants

and loane. Of the grants, rate supp"o:r:t:.grant. (RSG) is.the main
source of grant aid., whilst transpart supplementary grant (TsG)
is intended to supplement: tha'b aid, especlally for an‘bhorities
with high transport budgets relative to their population.

The sourtes of income and pattem'eof'aexp.enﬁ.itui-e;-.by lecal

government in Great Britain has been as followss:-

1
T
%




£m, current prices

T1972/5% 1973/4

Potal expenditure by e
local authorities ' 11945 14869

of which: Current 8847 10733

Capital . 3098 oM3%6

) Current Income

Rates | 2420 ,2682 _

Grants . o 3542 . , 4422 ‘

Other Income ) ) 2210 _ _ __2660 o
8172 T g4

X PRERC AL A

Soﬁi‘ce: Report of: the db-mmit‘b-ee'of”Iﬂqﬁ“:i..zy into Local
S - Govermment Finance [1_7, Tables 21,.25. ..

- Leavingaside housing subsidies, grant.: raic,l‘_'l'j._o -local
authorities. in Bngland and Wales was diatyibuted as follows

- in 1976/1s -

e al

£m. £m. Nov.- 1975 prices
On "f‘t

- Relevant Bxpenditure - .. - - -...- .. 10461..

- 0f which Local transport 1078 .: -
- Potal ‘grant at 65%%... - . . . ... 6852 . . . .. 100

Less. supplementary-and - - - o owilow Lol e,
speclflc grants- '

TransPort Supplementary-
Grant - 5 L e 285“' W RIS Folaaiesrisn O

- Other™ -1 v w vl = 646 ;‘_Tr-.__9-31:-:_.;;" Gang o2t 14
Rate Support Grawt: —.i.:: .. ook 05920 mnen 86
Of whick f.ion oo vsed wan ooint ol Fuensd mE giceeeerracno -
Domestic Element’ 640
Resouces Element 1716
Needs Ilement %565

Source: Tables 12, 45. Report of the Committee of Inquiry into
Local Govermment Finance.



?

Specific grants thus comprise 14% of total grant,Transport
Supplementary Grant (TSG) being the second largest earmarked
grant in _1976/’( , after the police grant.

Total grant aid to local authorities (except housing

subss_idies, and Speggi.fic gran'@g "__l;owa.rd.s mandato:::v,r_ _studi_ent“

. awards, and rate rebates) :Ls calculated as a proport:.on of

'relevant' expendz.tura. [ _7 ._Relef,vant ‘expenditure includes
all expenditure charged againet the rate levy. The propertion
of relevant éxpendi’cure to be financed through grants, aml the

form of the grants is the subject of a ma,]or series of .

.......-i.....__-._ A e i = e

._..negotiat:.ons each year. between the local authorlty associations

LN M det

- and the Government. ., For thefim time in 1976, theiz
- negotiations were linked with the Public Expenditure Survey

(PESC). . The joint local/central gq_veme.ﬁt working parties in

. *his system prepaxe fovecasys of looal suthority expenditure

fox eaoh sez'v::.ce oyer, thg coming i‘ive years, and the forecasts

v———

_-are compared with the. level o,f expendi'ture set out :Ln 'bhe last

White Paper on Public E‘xpend.iture. Then more de‘ba:.led eonsmdera‘l:;i.gn

..... =3 el

is given to the first ye:aj::_,;o:g‘_ljg_pg;'_plan; period, g;ﬁ this gives an

- agreed total of relevant expenditure which will generally be

L

rcons:.s*bent w:.th 'the White Pape:r: total. ; The next stage is to

~agreg the percentage c:ontrlbu'!:j.pn 'I:o relevant expend:.'ture by

grants, (65+5% in 1976/7). .TES?;:@?PE*-;%?"PP“?@?? bo

. 7,___5'pec1f10 grants :|.s then deducted from the total of grant ‘aid,

RS Jt .

.o .and the.remainder is digtributed through BSG. . In prl.nsnple
. ST e R, B I RN A A L R - A

BSG is a block grant, with local anthorities having discretion,

..y within their. sta.tutoz'y du’l:.:.es, over :Lts d.:.spos:.t:.on. In

practice,. thete, s pFessuze on local mithorities to conforn



to a national ‘pa'rb"'l:é-rh,"' and an anhual'g&idénce.lcirdﬁlaj; is
issued.

TSG is en additional grant which is specifically ™
earmarked £or looal transport. The main pu‘rposé of this
paper is to describe ihe process of allocation of TSG, and the
operation of the system. First, however, we mist consider

the Factors vhich gave rise %o its 'iﬁbéiitti'bn in .1'974. e

II 'THE SYSTRM BEFORE 1974

For many "y';eé:rlis"; local road investment was aided by grants

------

related topart:.culaz: pfxfﬁjéc'ﬁ's:“:-"sﬁ'ecific" grhénts: —Before 1967,
thee were différent Dercentage grants by fype of roadss:

Prunk Roads 100%, Gléss T T5%, ‘Créss IT 50%, Ciass ‘IIT nothing.
" ‘Theveafter, ""I:l:ié‘:é?s{'eﬁ"ﬁ‘aé'aixﬂﬁl'if:'i’;écf.;'"':":":E["':r“.;lihnk"fcrihéﬁ: irvestment
was paid for wiolly by Gent¥dal ‘government; priicipal’ roads
" fecefved a Th@ grint, ‘aid ‘othier Foad ‘iAvestment F555ived no
speclflcgrant. I LA O AR P O S PR

' Under the 1968 ”'Ti‘-anéﬁéré "Aét, Local ‘authorities ‘gained a

variety of ‘i i;&atréi‘s“.'raﬁd';E'Eéponsj.—biﬂ'ﬁirés.‘  “They gained greater
‘poweTs over t:é’éffic'ﬁi-éﬁééeﬁér—i‘b:' fned thé duty to prepare co~ordinated
" traffic and 'I:ra:népdrt ‘pyans,’ éﬁa'%ﬁﬁie':'éﬁf:dﬁfe’iaﬁ %6 méke fare |
condessions for’ the disabled; In ne fout ‘mal o provinecial
comizh a'l::l. ons (Mers éy'éii'dé N Manchester, ‘Wi Midlands® and” Tyneside)

" padsingét Transport Aithoritieshnd Exscutives (BTis’ and P )

. - - : ' PR -
TR R AL PRl R e L ] oS
AL T e STt BN PR A A Ty e R S Y

were set™up,
With ‘thesé new powers aii responsibilities”came™s séries

“of mew Bpecific grehts:’ infrastidotire’ prints’ £oF pibiis
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transport capital projects, with a complicat'ed.caselaw fox
determining the rate of .grant appropriate to individual
projects, new bus. grawts, a_.:507$ grant ‘on the capital casts of
approved types of new buses, grants for socizlly necessary
rail servicdes which, in the conurbations, were.to be .paid:-
for by thePTES, grants for.unremunerative - rural .bus- -
services, and grants.fox '!;:eansportatidn-s‘tadies. e

‘By the early:1970s, this plethora of specific grants .
was -Seeh to be-prodicing an unsatisfactory -result,. and'some
witresses to the House of Commons Select :Committed on Urban
- Transport Plamming connneﬁted'iad\'iersely.'.:.ﬁB __7 :The main .cause
for concein was the potential for blas towards capital intensive
solutions to urban transport problems,. . For-exawple, a local :‘A
authority considering the choice between road invesiment and
subsidisiﬁg public transport as a means of relieving urban
congestion would be influenced in its policy by the availabili'ﬁy

of high rates of grant on roasd constructions. ' The introd.uctloq

of infrastructure grants was an attempt to El,age_;;i._ggggtment_-ln‘
publié transport: infrastructire on a basis similer to that for
" principal rodds. - -These:grants were initially available, at :
varying rates, for rapid: tran'sip and: railway: Systems,. bus:.

sta-blons, and veh:.cle control. - ‘.'L'hus, they. too “tended to support

- A T

major capital proaects, wh:.le cheaper non-oapi'bal intensive

solutions such as. bus and 'braff:.e management improvements

I

rece::.ved lit'ble ass:.stanee. tE I-Io:ceover, abeas were favoured

-whlch could effec'tJ.Vely implemen'b la:r.'ge-scale Jpolicies, while .

s s DS tE

<& _l..

smaller towns and c:.tiea -rece:wed Tittles::

Unde:r: 'l:he 1972 Local Gove:r.'nment Ac'l;, the Jew County

Levian e REEFrosd

_Counez.ls were made respons:Lble for develc;p:r.ng pollcies to
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promote the provision of efficient and co-ordinated systems

of public transport, and were given the power to suppoxt them

- financially. - Thus,:there was an increasing need to take
decigsions. on:ithe allocation of resourcgs,be'l_'.ween different forms
of transport, and to set these problems,in the wider context of
land-use planning. The financial counterpart.to.co-ordinated,
rather -thé‘m.schemé-orientated planning, was seen to be the block
grant. for transport. .- This would remove:the biases between
capital and current expenditure inherent in the specific

grant system, and encoursge the development of comprehensive

- .plans: -The Goverhment would be- sble to direct its abtention

“.. more %o the appraisal .of -such plans,.and to the balance of

-tranaport - programmes ,. and less to the details of individual

projects, - ° LU e T

CITI THE TPP/TSG:SYSTHM: - -

L (1) Objectives - o owiie s ah -2

~The new. system of local: transport- grants was. introduced from

-1 April, 1975.. . The: objectives are set ont in.a Departmental
circular.: [ 4_7 -The. new system was: designed fosz -

"M, Promote:the development. and. executlon of-
comprehensive transport plans by the new
oiu.County -Councils. and the- GLCj- o

- 2¢ Eliminate- bias:.towards capital.or current -
expenditure or towards partlcula:r: fo:r:ms
..of expenditures .o..oo:o.o. roa

"3 5 Dighribuke central. government-grant.. Ea
in a way that reflects as far as poss:.ble
the needs of individnal areags -;. -7 ~ [ 7oom

sy wfe c:Reduce. 'b—it‘l-é;:-degre.e, of .detailed supervision
by Central Govermment over individual schemes,"

g . g B e Y
Al VT I T I B L AT AN L '
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In order 1:6 meet these objéctifes, the _rg‘:_:\{grnmenfi ;
proposed to: = - -
(a) Replace as many of the specific grants as possible
*. by a new unified system covering current aswell as
capital expenditure and public transport as well as
roads. (The specific grants to.be replaced were
'--f'or sprincipal roads, public'transport infrastructure,
pural buses .and- ferries, and transportation studies).
" (b) Absorb part of the money distributed in the form of
-i. Y gpecific rgrants  into. thetneeds ‘element of the rate
suppott grant, .. ni: a0 o
(c) D_istri'bute the remainder as a:transport supplementary
- grant for the year to each county council and the
GIC, whose estimated programme of expenditure as
accepted by the Secrétary of State fox’the Environ-
© “ment-i.cééded a-prescribed threshold. : .The intention
was to set the level>of the threshold Sufficiently -
low in'the early years:to allow most counties to
rqualif;y' for TSG, and to fix the rate of grant close
i %o the -a'\i'eragé- of the-specific. grants to.be rgplaced:
. < (ebout TO~75%).. -Over time, however, the grant rai:te
~woald be reduced,. perhaps to:50%, the-threshold 1evej.f-
- ipaisedy and"--thev"r‘esouroes‘ released-absorbed into 'I:he‘!j
T ilineeds element of BSG. - - o . e tn il

(4) Fix a block loan safichion.. on the basis. of accepted

Lo
vy

aiioo pxgendditunes BuneaeniViT oal v o el

o . i PR, o
£ L 2L HH N TS BPes
S i .. 3 . v
B kY g vl e Pt - A ¥ FREIC I
L .
o z 3 " z - i
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(i1) Coverage.” .
The exact coverage of the transport supplementary grant

. ‘needed to be carefully.defined.  The following expenditures

- by county councils, or their constituent districts are
eligible for TSG:—

- Bxpenditures -on -

(a) public transport (net of income),-except for
expenditure gn new buses, which continues to be
aided by the -,spgcii‘_ic New Bus ijan‘l';., e‘:q.genditumé‘ on
-concessionary. fares policies, -and on the provision
of sexvices for particylar categoxies of people,

1 esgs-8chool buses, . ci N
(b} . Hjghways, except housing estabe -roads, toll bridges%
- and tunnels.-- ,, o
(e): Traffic regulation.. ., = .. .a:e
~::(d) .Parking provision:for car.and lorries net of income.

© : (e) -Boad:safety measures. G,

.- {£) Preight handling facilities, but not freight

.. - operaiion.. o oo

~:The principal. exclusion, other than. those mentioned above,

. -aren;expehditures,_ -on airports, harbours and canals. Outéide the

-PTH:aréas,- the main Boume.of support for logal rail servicés

-is the. direct. grant: from Central Government to British Railj

expenditure on new siations -is,.however, eligible for TSG.

- (4i1) The Financial Details R I S S

One of the key differences batween the;specific grant system
and the new system is that whereas the specific grants were
payable on work avlre,-ady carried out, TSG is paid on future

planned expendi'bure. It is, therefdre; important to set out
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© iri 'soite ‘detail the way in which' the system works,

Decisions on the dllocation of TSG and loan sanction
are made annually in the context of the RSG negofiakions
and-"have regard both-to national resource constraints and

- $o the progress a county council is'making: towards formulating

' and implefienting Suitable comprehensive policies to meet the
transport needs of its area"/i] - Each County Council and-
‘the ‘GLC submits to theé Department an anmal document’ con-
taining a statement of its frénﬁport“poii&iés_aﬁd a costed
programmné” giving effect to them +*{ts Transport Policies
atid Programme (TEP). " The' TPB® contati™ - '

(a) Detailed’ estiiaites-of expenditure” for the following

=" pinaneial yeatr. : e
(V) 4’5 year éxpenditure programmé which is rolled
P v fiophiard annually; thé Titetyear of which’provides
the basis foP grant and 16ah ‘sanction’daléulationis
. .Z.(c)- A provisional statement of -transport objectives and
strategy for 10-15 years.
"(d)“A'statemenﬁfdfTbastfexpenditure”and'physical progress,
and the extent to which the programme is meeting
-+ - the objectives and policies underlying it. - -
The TPP/TSG. system.is only a'part of the genéral land-use
and transport planning framework. - The.1972 Lécal Government Act
.- . divided the planning ﬁrocessvbw'gﬁving strategic function, to
«betoutliﬁad;iﬂTStructuré Plans, to.the new counties,-and ' -
tactical functions.(e.gs local planning and:development control)
to the new distriets;iﬁiThGSe'structure{and:loéalﬂplanésform
the wider framework fox the TPPS, and interact witﬁ them.
Thus, tranébort_poiicies must have regard to wider planning,

environmental and social objectives, whilst local and structure
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plans must recognise the resource and other. constraints. on
the implementation of transport policies. . .

.-The TFP,. then; gontains.a costéd - programme of
expenditures. for fbhg_tq;'théoming financial yeax, vulgarly .

 known as a _'bid.!eg_-.,'._'r_hege__bida, are not formulated in a vacuum,

.For the second, third and fourth rounds of the system, counties
were issued.withexpenditursguidelines, and were asked to .
prepare- 5. year.programmes which. corresponded, with the upper
and lower limits.of-the guidelines., lMore recently no-
formal guidelines.have been issued, but; counties have been
made aware of the irends.in the overall level of resources
- 1ikely. %o be available. for local tramsport.. . . /.3
The TPP bida are the raw material ofthe u a}.loca:biéﬁ )
process. . The main role,of Central Government is. to-consider -
ihe: competing claims, for.resources, ;and- to determine how the
available.resoyrces.avs.to be.allocated. .. . . -
sen --The-allocation-identity- can.be.expressed. in the-following
ways- W Rl e mpdnt
. ISG going to county-X:= ﬁotalr-accepted .expenditure
.uin - :for-ocgumty X - threshold.for county X/ X Rate of Grant.
The Department imyst: define values of:-the:total agcepted level |
.of - expenditure,. ‘the . threshold, and -the rate of" é:r:ant.;, isuch
2o r:thaty-in totos theramotnt ofTSG. -awarded cofresponds:with-.
- 'what is availablewv.i- Iniprinciplej;.any oxr.all:of these .vari-ableq
could be adjusted -in order:to:meet therowerall.resocurcecor-
(i --ptrainty.dne praﬁ.ﬁcgr,-. ithe:Deparinient .hasoperated dainly. by

~varying :thesievel:of :accepted experdituresi=irif warr suy of

s

PP N R A A, S S B . e T ST TUPTLS SR - .
LIRSS Ty TDwlaTILE o S MY TeO T RNOOREInSIL Tl Tt
Ry PR £, . h - e
cwvEy e ol B g vimzse 8 besewew men b Ve s tap i L ol E
P PO cer N MFEETD R 4 v R LD el arham e n “
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The level of accepted.expenditure is -the amount of

‘-"expend.lture :f.'rom each cmmty th.oh the Departmenb dedides to
-accept for gran‘l: purposes. If the Bepartmen’b decides not
to adcept sufficient e:ipendi'bhre to eﬁe.‘ol'e a courty to
undertake the whole of J.ts proposed. programme, the county
may decn.de to supplement the expendrtures from o'hhe:r:
sources' (e.z. the rates) or more 'ZI._ik:eJ_.y,"_to reduce’ the scale
of its programme. | N

The threshold is the level of expenditure above which

expendlt‘ure beoomee elig:l.'ble fox: TSG. . The_ original intention

Ponmipn gl oo D Tag 8

_"was tha.t the threehold would be J.efJ.ned in suoh a ww that

Tl wesgmr

) _only count:.es with greater than average need to epend on

vyt Ted Sl s

_transporb would qual:l.fy for 'I‘SG. The traneport programmee

of 'l'.he remalnder wcmld. be supported through RoG [ 5_7 By

'l:he 'l::.me of the issue oI‘ the de_partmental clrcula:r, the:r:e

i . \{-—l i rl Tt LIl 0] AL H

had 'been a change oi‘ min&, and the_ threshold was to be set

f,‘_.[ LIS b Pt [

) a*l: such a level that most oount:l.es would qualify fo:r: TSG.

. YT
._‘_-.

.'I'h:n.s J.mportant change of approach was probably J.ni‘luenoed

by a recommendatlon oi' 'l:he Select COmmrh'bee Report on Urban

Lo AR L e R R

PRI R M e

L Transport Plann:mg [ 6_7 'l:hat the threshold should he set at

3 low level so as to secure adequa'be scru'!;a.ny of count:.es‘

MR §= . . L . KA

tranSP"ﬂ" D o i e s e st s peme

. 2 ey S3W LS

The threshold hae, excep'b J.n ‘bhe flrst year o:E' the system,

I - B A & - AL IS R HE s o

: fy T AT A LR Nt S v, B S
TeFel wew gbid aomE TR URGL TV e JRET hewiovnses o0l

been defzned 28 a sum per head of populat:.on. o '.[‘he detalls

dareei oo 1 ", LTI Tl

are as followe
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- 12,

memal-Threshold,

-A975/6 ‘,_Eetlmated expenditure on highway maintenance
in 1974/5 + £2.897 per head of county populatlon
_at June 1973. .

1976/Tr . £3.4174 per head of county population at

June 1974.
.:'1977/8 ‘1 £9.4686 per head of county populatlcn ot
... June 1975. - e T
1978/9 £9.992 per head of county population .af.

June 1976. -

b albernative 'safegnard’ threshold also exists.
-j_Tﬁe:ﬁﬁféeee of this is o e;eﬁ;eJEhet-eeﬁhéiee'wi¥e}12rge

" amounte of prev1ouely commztted expendlture recelve éfant

a cn the whole of that expenditure, where otherw1se they would

-1

not. The categories of expendlture 1ncluded 1n the Bafe—

o guarding arrangemente are hlghway and publlc treheiegt capitql
eche;es qver Fl-mllllon, and the contractual obl;gatlons by
metropolltan countles (tﬁﬁough thelr D'I‘ ) to grant ald for 1oes~

) maklng rail eerv1ces (not 1977/8 or 1978/9) - Slnce 1978/9,_

T a thlrd threshold ensures that the whole of shlre countles'

| expenditeres on support ferreural eus serv1ces recerves TSG,?

where otherwise it would not do BO. Geuntiee; theeefare,

receive grant on the dlfference betwee; th91£ total accepted

e expenditure and whlchever 19 the lowest of the threeholds.

For example, for “the flnanelal year 1978/9 West Ybﬁkshlre

M.C.C. received TSG of £11.621 million, = This was Actermined

es follows s~
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B . £m, 1976 prices
1. Total accepted expenditure 37.362 .

2, Safeguarded capital exp. Nil
7 ineluded in sbove total ' I

3. Threshold -  *%.... . . T e
éa; Noxrmal N 20,763
¥ '0f “the two- thresholds, (&) is

the lower and has accord:.ngly

““been used in-caldulating the -
alloca‘tlon of TSG.

_‘Accepted E:mend:.ture o 3T.362
Lesa Noxmal threshold . 20,763 .

Acoep'bed. Eb:p a.hove threshold T 16599

.S.G. at 70 ooa% oi‘ Accepted

v Bypenditure.above threshold -~ . - - . 11.621 =00 @ i

RO R TR I S

$uadt ;will -be. .appreciated, from the above, that-the.way J.n .

which the Goverrment determines the combination.of:accepfed
-;a:;p_ez_;d:iej;ura ythreshold.and.grant ‘rate which.ig consistent
. with a given-overall,level of resources will. have g marked
effect on the distritution of :grant between counties. .

o (iv)-;Borrowing Arrangements .. - . . .. v ..

+~ In-addition te qua;llfylng i‘or T5G, capital expenditure.
on transport may be financed by borrowing. In recent years,
40-50% of capital. expenditure has been loan:financed. This
.-.borrowing has:to be sanctioned by-central goyernment,-and
rilocal apthorities receive details of the :loans ; high Jthey are

authorised -to raise, at the same time as.the award of AA8G.is

o5 :notified.to thems:: Ioan samtio:;.-_—-.i;s -avallable; for land. ;

acquisition (subsidiaxy sector), for road projects of over

£% million works cost ‘and all public transport capital
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pro;jects (key Sector), and for road projects of less than
£% million (the’ 1ocally determined sector) |

Bach county council is av'.fa;-ded block borrowiﬂg;_;:a_;ppi-oval
for a stated amount in the _kex_ sgctor. Essentially, the
Government télééé a view of thg ikely cqn‘bépii oi‘ eé_t&]:; county
council's_ programme, and _Lgstilni‘éte_a' _jél;l,g amount of accepted
expenditure which is likely to be devbted'to Qéﬁémés”whieh
fall in the key sector, Broadly speak:.ng, bor;’.‘ow:l.ng
approval is g:.ven on the element of key Sector expen&iture

which is not® grant financed. Thus, if 'l:he whole of Icey

Fyr ey

a -.--'-.l 'L.‘

sector ca.pJ.tal expendlture falls above the threshold., and it the
0 .--.'i g - \..u.".‘

rate of TSG is '70% then approval- ifould be given-§§: 'B&rrow the

remaining 30% of key sector capital expenditure. A d,etail,ed

explanation of ‘this dnd other cases is 'given insthe-relévant

~departmental ‘circulsr [7_7, CEaL Gwr oo 0l i

‘County couneils may"tranbfer:pert of their kéyisector

‘borrowing appPoval to‘a district eounsil”or councils ih their ;a:::éa

in order to financé Key 'seéotor transport schemeés of’those

councils, For metropolitan countieq, the.block:loan! sanction also

2vincludes the estimated amount of PIE borrowing which they expect

-The: iibsidiary sector:covers. expenditire on land: and’

existing buildings for any schémé eligiblée for: TSG.x - Borrowing

: for expenditiire-in this sedtor is net subject to'an overall

limiti: Anenmial total- borréwing limit is fixed fop ‘ths

-

locally~determined 8eéfoxr by the Seéretarj:of States ' this is

A B el ¥ e o R T S S SR T e N PR Bl A WA T
o R EO2 WS . PRV S PR FORL G5 -t AR

CLedEU NEOMIRII AL st LR RS B I L L ST N - P Y
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then distributed by formula between authorities. Borrowing
:_I.n this sector finances capital expenditure for all purposes
- and not just transport, and local authorities-have dis-
eretion as to its allocation between uses. If they wish

to undertake small :projects to a greater value than their

IDS loan, these must be financed directly from rate revenue.

The preparation and submission of the Tramsport Policies

and Programme (TPP) and the resulting allocation of TSG coneti-
Y

- tutes. a roll;i._ngé_ﬁj':ograme .of work, with formal and informal
interaction between central and local govermment at all stages._ '

The main events. for, the year are get out in the follow:l.ng

r i et 8

Llables~ . . reiee s

oy

Year 0 (Decembex) Allocation of TSG for the coming
finaficial year (Year 1):"

Year 1 (Jan.-March) Preparation of programme for coming
year in the light of grant award.
Integratlon w:.th overall county budge‘t

Year 1 (Feb.) '"PubIJ.ca'E:Lon o Government Public

. Expenditure White Paper containing
“projected dllccation of resources
to0_Roads and.Transport for the

follow:.ng f:.nanc:.al year (Yea:c 2).

Year 1 '(Maxch) Recelp'b of transporl: expendrture

. W .- -.guidélines or guidance, from.
Department of Transport Reglor'al
-Controlier's.Office. . i

R RIS - P

PUITE TN s
N R R R

- Year 1. (ApriZ-June): : Preparation of-.TPP.. . Consultations
e " with Distriet Councils, operators étc.
. -Progress through Commitiees to CQuncJ.l.
 Decisions on pmorlt:l.es.
" Year T““(J&ly) : 'Submlssa.on of f:l.nalz.sed ‘].‘PP documen't:
' to Department of Tramsport. Subse-
quent discussions with Reglonal '
. Controllexr,. .. .. :uo -y

Year 17 (Awtum) '“Reébﬁcilia'l':iori'of_éérﬁpé'tb.irig" clains by
" Department of Transport.

Year 1 (December) Decision letter from Regional
Controllerts Office anncuncing
allocation, of TSG to individunal
counties for the following year (Yeat 2).



“the level of resources likely to be available in the following
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I . ‘\_"6-. ’

Thus, although the TPP documéﬁt'con‘bains’ a five year programme,

the main focus of the TPP/TSG system is on the year ashead.

One facet of the arrangements is that counties. do not know

" until December what resources they will have available for

transport in the following April.

To summarise, county councils receive guidance as to

financial year. They 'de'vélop programmes of ‘expenditure for
the coming 5.y'ears y the first year of which constitutes a bid.
Central Government reviews the bids in relation to the Tescurces
available for local tr’ampd'rt,*and detérmines the accepted
expenditure for each county, the threshold, and the Tate of

grant. These together in turn determine the distribution of

_IV THE OPﬂRATION OF THE SYSTEM

one of reduct:l.ons J.n publ:i.c e@endl‘bure. N Fz.gure 1 shows the

- Zransport’ Supplementary” Gran_'g.

(:l.) The Gverall level of resources

The cllma'be wrf:h:.n whlch the system has operated has been

trend. .'Ln 'bhe level o:E‘ total a.ccepted expend:.ture and TSG yeax
o *

by Yyear in: real te:r:ms. Total accepted expendlture and TSG

-both fell by about 30% between 1975/6 ‘#nd - thé low- point in

1978/9. : '.Ehls 'l:rend, of course, was not expected or intended.

i

In 'bhe 1975 Pu'blic Expendlture Vhite Paper [ 8_7 expenditure

* Footnote: All expenditures converted to November 1974 prices

using the revaluat:l.on factors employed by the Depa;r:tmen‘h of
: Transport. R v
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on roads and local ti'anSport hed been expected to increase

'by 1% in Tesl terms between 1975/6 aud 1978/9. However,

- resoﬁrces a.vai’.table. . Thus, the fall in counties' planned

the next Public Expendlture review L 9_7 provided for a

10% Teal reduetlon in local fransport expendl‘cure be‘i;ween

1977/8 and 1978/9. | A Pirther reduction of nob more than \

£14 million (1976 prices)in the rescuxces available in.
!

1977/8 was made in July 1976. The Chanc‘ellor announced a furtﬁer

red.uct:l.on in his statement of 15th December 1976, together w:t.-[:h
a comtimed moratorium on new construc‘bion ('bhls in: :Eac'b ra.n
from July 1976 to May 1977). As ,compared with the. 1evels ;
envisaged in the 1975 Public Expendlture B,eview, the reeourcee
available for local transporb in 1977[ 8 and 1978/9 were ‘_
reduced by 16% and 25% reSpectlvely. This marked the low ."‘
point, and the T_;‘a:;sport Po}acy ?Jhlte Paper fl- 97 foresaw 3

progreesive increase in résourées for local transport in later

H'years, chieﬂy at the e:mense of the motorway amd trunk road

I)rograme. ’ The efi‘ect of this began to be felt in the

" settlememt for 19'{9/80, which showed an increase in accepted

expenditure and TSG of 4% in real terms over the previous yea:g.f-

The problem of adjustment was exacerbated by the fact 'hhat

at the outset, count:l.es‘ expectatlons were themselves over : 3 -

optimistic. Figure 1 also shows the aggrega'te TPP base bids |
for 1975/6 onwards, together with the budgeted expenditures - ‘
of counties for 1974/5. In the first round (1975/6), :.zoun‘t;ie.asrr

clearly perceived thems elvee to be bldding compet:.t:.vely, i

-

wr

the sum of their expend:.ture plans *g:cea‘hly exceeded the

l’"\

!.”'\ ‘31‘

,
-
K,
-
L ~ .
— @ b

oot o _ :
. E"\ﬁ\?' t CooBY \‘ ft’ v

I
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..expenditure has-had to be even more dramatic than the fall

in aceepted expenditure; total TPF bids fell by over 50%
~in real terms between 1975/6 amd 1978/9.

The main lesson to emerge from the first round of the
system:was that .in the. absence of guidence, there was nothing
to. prevent countiés'bidsw:i‘rom being unregl;i.stic in aggregate,
with _‘l:he_ consequence that much of ‘the planning would be wasted.
Some indication of priorities was also required, so that

-central:government:.could ' sée what expenditures lay at the

~margin:of. the. programme, .. Accordingly, for the second round,

'counties were asked to.put in a fiveé year programme based on

government guidelines (upper and lowexr) for each county, .

i derived from -the. total: resources expected to be available
< and..divided :betwéen counties on a crude formula basis. To

: -oonform with.the lower'guideline, many counties had to 'suppreés

.. expenditure; - .the :difference between the lower guideline or
"base" .programme., ".-and the upper guideline, ox. "preferred"

.- programme would give some indication to the Government of '[:he;
‘eontent of the programme as a whole at the margin..

Most counties were prepared to comply with the guidelines,

-»80 that the:level:of ‘planned expenditure in.total in later

“years.torresponded well:.with the guidelines. Unfortunately,

- vthe cute in public.expenditure meant that by the time of :the

- lexpenditure:.settlement in December, the: guidelines of- the

-previous March. had:become unrealistic; and.even-counties®
base b:l.ds could not be accommodated in the second: and- third

rounds. This led to some dlsa.llusionment, and by 1978/9,
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many counties did not deem it worthwhile to submit a preferrved
programe. - . o o L e
As a result, for the 1979/80 round, the guidelines were
‘replaced by a less rigid-system., Counties were given a table.
indicating the.likely trend in aggregate expenditures. on-
- local ‘transport; it was then for counties to put forward
- their 'pro-pcsalé. These are divided into.;twoparts g

(&) Current and Committed Capital: Expenditure...

This part covers the county's:total :estimated. current
expenditure, and its forecast expenditure.or capital schemes
- started before the -settlement.year., - .- «: o7 o Lioarn

(b}: New Capital Expenditure .. ., . == oo omie e

:This is a statement of the. additional resources required
“to finande-expenditure on all néw -capital.schemes ‘which:counties
wish-to -start in the five year period.. 'I'her_e:?‘is 1no .upper limé.-b
©o-ascsuchs . Councils:are asked o rankikey.  sector.schemes:in
order of:priority, and. if possibleé, to - indicate.for the:
settlement 'y‘ear,fthé basic block of- spending: on ILDS. schemes
which they .expect-to. allocate before dealing with their.top
" .priority key sector schemes.. '
- In summary, the cuts in public .expenditure. have placed
. a strain on thée system, by requiring contimous:adjustment of
plans as resources were squeezed. Yet, this adjustment-did
take placej: by 1978/9, the base levels of ‘plamed. expenditure
did ‘more-or less-coincide.with the total.:expenditure - the:;

-.Government was able to accepti.: - . G LU sLlaoman



(1i) The Distribution bekweén Counties

We may now consider the way in which the resourcas
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y T

have

%

been distributed. We begin by considering the’'distribution

of bid and accepted expenditure and TSG between the main

groups of counties -~ the Metropolitan Coupties, the English

Shire Cougties and the Velsh Counties,x'-

-:"

T

LI

Figure 2 shows the principal trends foxr the three groups

of counties, and Table A gives a detailed county by county

breakdown of the figures, Table 1 shows thé,pfoportions of

the total base bid expenditure accounted fdr by each -group.

&

TABLE 1 -
| --rep-BIDs (%) (masE Brms)y”
Jd. . 1975/6 ‘1976)7 1977/8 1978/9 | 1979/36
" MSbros T 410 | 7550 | 546 5159 | 50.0
Shires_ " 46 0 40,1 39.8 42 0 42 .7
Welsh 7.0 4.8 5.6 6.1 T3
TOTAL 100 - 100 100 100 100:

It can be seen that these proportions have fluctuated considerably

from year to year.

Given that counties - with four exceptions ~

received éxpenditufe guidelines based on a standard amount per

capita, one might havelexpeqted'more stability. But in 1976/?,

" “the GIC and Greater Manchester, and in 1977/8, the GIC, put in

bids for expenditure well in excess of their guideline figures.

S U VO B

-

these requests were not granteg,nhoﬁever, aml the distribution

- b
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of accepted expenditure shows a much more stable- pattern.

- DABIR 2
. - ACCEPTED EXPENDITURE. (%)
1975/6 {1976/7 |1971/8 |1978/9 | 1979/80
Metros - | 50.3 | 47.8 ] 49.5 | 498 47.2
Shires 4493 . 45 '.9 43 -6 42 -5 45 l4
VWelsh 5-4 603 6.9 707 7-4
TOTAL: 100 100 100 100 100

Acoepted expenditure in real terms, and the proportion of the
base bid which was accepted each year, is shown for each county
in Tables B andC. - -

‘Lth-en the share of ‘PSG taken by each group is set out an
interesting point emergés. Whereas the Metropolitan Counties
" as a group have ‘accounted for roughly half of the bid and acqepted
expenditure, they have taken two—thirds of the TSG. J

TABLE 3

 TRANSPORT. SUPPLEMENT ARY GRANT (%) ...

197a/6° {1976/77 | 1971/8 | 197879 1979/80
Metvos | 67.4 | 61.2| 66.3 -66.5 60.7
Shires 2842 |- LT 24,87 23.2 -'29,5 .
wasn | 4 | 1| e | w05 | sl
TOTAL | 100 100 | 106 | 100 | 100

The explanation for this is that Metropolitan Counties have had

.
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. a higher amount of expenditure per head of population accepied
than Shire counties, Sin_ceAT_SG_is only payeble on expenditure
acce;p'l:ed above the 'bhreshold, this has a gearing effec-b on

Jthe propor’blon of grant recelved by the IIe'I:ropolJ.tan coun‘l:lee.

| Thus ‘applylng the fl'Ju:r:es for 1976/7 we fJ.nd the following-

" gse = [Kecepted Ebcp /head - 'bhreshold valuj X

Popnlatlon x Grant Ra‘te

| TSG. HETROS = .. [.‘(-ﬁéo..os - .£9.4174) (.1"8.857m)7' ol o= _.1740.74::1.:I
TSG SHIRES = /(£13.19 - £9.4174)(27.5788m)/ .7 ‘
=£72.83m,

We shall return %o this gearing effect .and its possible
Justification in Section V .below. .
- Finally, the successful performance of the- _Welsh.countigs
.28 2 group should be noted.. Their share of: accepted expenditure
and ESG-has _risen__.qppsis_'bently;,._ and. their budget. has remained
roughly constant in real te_{'{ﬂﬁ_‘ over the period,.

(J.J.:L) Distribution between Heads -of Dxpend:.ture

- - - e B T e g e

We now examlne the change;s whlch have 'baken place in the

content of tlie 10031 transpo:rﬂ'; programma. Table 4 shows '!;he

proporl;lons of the count:l.es' b'a-se b:l.ds ,yea:r.' by year, wh.'l.ch we:ce
| ,

for road constructlon, other road expendlture, :publ:.e trans;)ort

_— capa.tal p:cojec'bs, and. public transport subs:.dles. [ _7

-
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. DABIE 4. . PLANNED TPP EXPENDITURE
ON_DIFFERENT HEADS,. %.
Road | Other Road | Public | Public | Total
Construc— Expendi~ |Transport { Transport
tion 'I_:ure Capital Subsidies
METROS _
1975/76 27 - 27 22 24 100
1976 /77 19 29 19 33 100
1971/78 10 32 2. 36 100
1978/79 11 35 28 26 100
1979/80 | ...16 34. . 27 24 100
1975/76 54 41 27 3 100
1976/T7 34 57+ 2 7 10p
1977/18 | 29 60 1 10 . 100
1978/79 7 24 - cpr T T 1 '8 100
1979/80 28 L6 L 9 100
" WBLSH ’
' 1975/76 55 39 2 4 100
1976/77 S 27 L ."_'.".,;. e _.6.6 . ‘.;:.‘._.—-. 1 - -—: - --6"- — 100
1977/78 32 55 1 12 100
1918/719 29 | 60} 4|10 ] 100
) 1979/80--. 5 - 1 8 i} 100
mc;mn %] :
1975/76 41 34 12 13 '} 100
1976/77 26 42 11 2t | 100
1977/78 | - 19 44 13 24 10
1978/79 18 50 15 " 7. 1] 100
1979/80 23 AT 14 16... 1 100
§ i

As we haVe seen, total accepted expendlture each: year wasiles$

'bha:n the sum oi‘ the base b:r.ds by co:unties.

S A

cons:l.der the way in which the programmes have needed to be

5

Before connneﬁting

. on the dlstr:l.butlon of planned expencl:!.‘i:ure, therefore, ve should
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adjusted to conform with the availsble resources. Originally,
the intention was that_the'Gove:n@eniuﬁould accept a certain
_amount of expendlture, and the counties would then have dlS-
cretlon to:determlne thelr flnal programme. Thls remains the

formal p051t10n, but progresslvely the Gove“nment has 1ndlcated

the way 1n.whlch 1t expects the resources to be allocated
betveen expendlture heads. In the words of a?senlor.gpvernment
offiocial at theﬂtlme, ‘ i

the Department responding to natlonal
con51deratlons, is bound .to seek to influence
local authorities to ensure that expendlture
is consistent overall w1th the 'PESC
prov131on..... 12 :

? Table 5 shows the ratlos of. aocepted t0 bld expendlture by 4

exPendlture head for Metropolltan and Shire countles.
| DABIR 5. ACCEPTED EXFPENDITURE/BID EXPENDITURE . = . ¢ |

.
1
i

Road Maint. | Other Ourrent Gapl‘bal Public _ '.['ot-al

i : . Transport : :

i Subsidies ‘

Metros | | - ' : ) Sl

1975/6 | . = . 5 o= o= 0493 0.73
1976/7 | : 0497 i o= = 1 047  :0.76
1977/8 | ¢ 0.99 ; 0.73 . 0.56 . [0.74
1978/9 | . g 1.05 o 0.79 . 1,00  ;0.93
19?9/80 S e e 0F e e e 05697 71300 """"0.87
Shires ) .
1975/6 - - - - 0.67 0.64
1976/7 | 0.94 . = R P, T8 1.02
1971/8 - 1.01 - " 0.2 0.84 0,90
o 11978/9- b . = 1403 0 s a0 0,83 ¢ 1.08%77 0,98
| 1979/80 - 1.01 - 0.89 - 1.03  0.98
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"Road_Maintenance has takén an ever inereasing_shere of the

budget as resources have been squeezed. For England and Wales

as a whole, the share has incréased from a thizd o a half of

total planned expenditure.. Nevertheless, expenditure on

maintenance, and l.ji.ghting has. not b‘ee'n-‘_immune from cuts. In

. a statement of July 1975 [ ;67 the Minister suggested that a

cutback . of 15 ~ 20% in expenditure, compa.red with what would

have taken place, over a 3 year period 1976/7 - 1978/9, should _

bé made. . Then, in.the Transport Policy White Paper, a further
.out-of 5je was called for by the end of the decade. . The first

.of these -cutbacks appears to.have beén implemented by the countiep;
- the total-bid for 1978/9 was about 15% below that for 1976/7, |

~and the bids have been accepted in full by the Government (Table 5).

Nevertheless, it is. clear that many county surveyors have, serlouq

st L

- misgivings. sbout the cuts and have warned that the day of

reckoning iB nigh‘ ﬁﬂ L N S - STt
"' The brunt of the reduction in aspirations has been borne

by capital projecis. Counties have xesponded to outs in

resources primarily by abandoning or postponing new‘_cap_:i.tel_

proaects, especlally road eonstructlon pro,]ec'bs.-_r Thus, the

: bJ.d.s for local road proaec'l.s for England. and. Wales for 1978/9 -

Game - 'l:o ll’q‘t;le more than half oi‘ 'hhose for two years previocusly.

- - Morecvex, the Govermment used.reduction in capital, expenditure
- .83 the main means of bridgingthe gap between the sum of the

- .base bids and the level of . expenditure, which they.coﬁld accep‘b
- (=ee Table. 5) ~This. J.ncluded 8 complete mcsrator:l,um on new

b capit.al_;-..star_-.ts.»_;be’m.e._.en., July 1976200, May, 1977s. . }?gb};,..g_.jgg;gnsport

capital projects maintained a more even share of the budget, but

in
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only because the two major projects — the Jubilee line in
London and the Tyne and Wear Metro — were already committed.,
The bids by other counties for such expenditure fell off
dramatically from £45 million in 1976/7 (November 1974 prices)
to £11 million in 1979/80 (November 1977 prices). It is clearly
ttue that in'the local transport sector, the least painful form
‘of adjii's','tm_ent to reduced circumsténces has been to postpone or
abardon ‘niew capital projects. -

Bids for revenue suppert for local rail services in Metro-
politan Coulities have generally found favour, and the a¢cepted

e:'cpeﬁdi-biifé'foi‘ this head has been about 6% of - total apcepbed

expenditure in’ these dounties, and more than a fifth ef theiw

o 'i}ﬁ'b'iié tra:hé'po'rt féveﬁué-sﬁppor!:. By contrast, the bus reveme

"By 'th¥ end of the year; ‘this ‘méasured approach:¥ifis been-overtaken

“Governmenit therefors”decided that’ revérue suppoirt payménts had

LES

' support progremmie hes ‘enjoyed a chedquered- career. - In 1975, prior

to0 loedl government reorganisations local zuthority support for

buses was running at about £13% m’:i.llio’n‘iL. In the cirsular sebting

‘out the arrangemenis for the firdt year's submifsions ﬁj?, the

Depavtment adopted a modestly positive atiitude .to. revemre swpport
for busess

In ‘their early years, TPP's will-be regarded as #n

oppoxrtunity for exploring the practical applicabtion

“in particular circumstances of policies- designed %o
~ favour public tramsport, and to help develop
eriterid for evaluating: réverme suppoyt-medsures.

by ‘events: Counti®s’had paid ‘substantisl “sums from the rates,

" principally t6 hold ‘down fares; and subsidies for 1974/5 were

expected to veack £85 million (November 1973 prices). -Thé

P AT
[ I N R
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rtorbe _separa‘tgly ic}entifie_d and decided to accept £102
million for 1975/6, compared with a bid of £110 million
(I\Tov_e_mb_e_r 1973 p_rices)-._ But -i't made clear iﬁ the following
i} ye_ar's‘__circul_ar [‘i—g that revemue éuppor’c for buses and
_underground was 1;._0 be reduced by a half in real terms
within three years. VWhen, in the event, the sum of
the _éounty pids fb__r I;usrrevenue guppért forl 1976/ T came
_to £146 million (November 1974 prices) it responded by
~ accepting only £86 million, the outs falling wholly on
. the Metropolitan Counties. This pattern was repeated
-, the, following year whe}l_:_ the initial bids of the Metro-
=_ﬂ\;pgl:ijta.1:1 Gm;ptie_s (£1_5()_:'1;_1;_i.13:j.o_r1 at November _‘1_975_ pricgs)
were regarded as exqess:_i.jre..:. ﬁegotiations foll_owed and the
_ cgpnti_es "}wit}l one exqutj:on, agreed to re_duce.their propose::d
- spendipg: _r'l:.o 1.6‘?9.15' whlch were con_sisfen’c_ with the reduced
overall provision for local tramspart” [T The expep-
| 'b‘ion.was Sonth ifq;_lgsh;?.:_r:e,__ wi;ich as a Fesglt hgd no expendi~
. ture accepted except _fg;";sqme_ continuing capital works whi;:h
_the Government had _all_'e_a:dj agreed to support. .___Evgn the
. .refuced ]:eye_l of "e_xpel:x‘_ditg;-e Jnecessitated a transfer of
Tesources from capital tqipurr_en:l: expenditure, but the
. leve;___oﬁ_;_gxpenditure accepied for reveme support had been
__.::“L:ga_dng?_d by __a_'bhi;cd_ i.IE._ZI_:“e.a.l __tgrn;_s_ _cq;?par.?d mth two years
prev:c.ously., T, T
Du:z'lng 1977 the iransport Pollcy ﬂute Pape:r: [ _7
. was pu'bl:.shed, and pol:.cy 'l:owa:cds public transporb was

-:-.-f..:fameuﬁle@.- . The level of support £ or public transport was
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not to be reduced further, but there would be a modest shift

';)f. £15 mn:.liion or so towards the rural services, 'For the

first tiiné,' the aggregate bids of the Metropolitan Countries were
not regarded as excessive and 'hhe.Géa'vernmen'E was able to |
accept the whole of the base bid for revenue support for 1978/9,
and aéaip a year later, -

The Shire Counties' experience has been rather different
in that the Goverrment has' attempted to encourage some of
thess countiss to provide a higher level of support for bus
services than they intended ao' as to avoid drastic cuts in
" service levels outside the urban avees, Thus, in 1975, the
Government invited Shire Counbies ‘to Tevise their bids
apwards: about half responded, and almost the wholé of the
revised bids were accepted. " But whereas a sanction - mnot

dccepting all the proposed expenditure = exists bgainst those
authoriti é’é '.;.whc-:.'w:i;.'ésh o ‘spend ‘tdo much, “there ‘15’ 16 obvious
course of action available whezie:‘éu"'bh;nriiﬁiés ‘wish %o spend less
"than the Government thinks desirable. The Goverrment ﬁas
introduced the third threshold, to ensure that “the whole of
Shire Countiés’ accepted expenditure on bub].fic ‘transport
subsidies qualifies For TSG. Tt has also vesorted to tactics,
which run counber to the Bpirit of the system(see Section ¥
(1i1) velow). ~ Tt has introduced the Publid Trdrsport Plans.
Bu'l: it has not, 80 far, secured the compla.anée ‘of certa:l.n
'anthorrb:i.es, most notorlously Oxford.ShJ.re, w:l.th its own wishes,

Though the i’orego:l.ng should g:.ve an overall impress:.on of

" the trends ifi local 'I:ransport expendlture over 'I:he “Last five
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years, we thought it was important %o Llook in detail at the
fortunes oi‘ a umber of authorities. We examined bid

amd accepted expenditure in four counties - West Yorkshire,
Greater Manchester, Cheshire and Oxfordshire - and the

details are given.in Table D and Figs. D1 - D8, - The

- national picture is closely mirrored., Greater Manchester and
. to.a lesser extent, Cheshire and:VWest Yorkshire put in over-

. optimistic bidse for 1975/6. . Subsequently, the level of

- ascepted expenditure was closer to 'Ehe,base bid, though in no
..~ ingtance was the whole of a base bid accepted.- .-

The -trends in the pattern of :expeﬁditure-also conform to
the natienal -picture.: The increasing share of -road maiﬁteﬁa_}nce
- .f'.'exrendifure, and: the squeeze on capital expenditure. - road |

- construction in all counties, and. Greater Manchester's railway

. Projects -~ emerge very clearly..

o ¢ 7 To:summarise,  the introduction: of the new grant system

has coincided with difficult times. - The brunt. of the . .
adjustment has been borne by real reductions in capital expendi-
ture on local transpert, and in subsidies for public transport.
~Only in the-last tw§ rounds has something -approaching stability
" been achieved, The difficult environment h‘as_,had,t?o:.efi‘ects.
The discretionary element of expenditure has been smaller than
. -rtha'l: envisaged.-when the system was planned,.but the element |
remaining has been all the more precious. Central .government
: ,has:- felt impelled. to int_erveﬁg ;irn_‘_,_t,he- allocation tetween heads
- of.expenditure-in a way not _appa_rently intended. a‘lﬁ-_"l:he__ outset,
Whether the pressure to intervene .wo_u_ld;have_;bg,en_grgater or

less had resources been more freely available is a moot point,
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(iv) Out—turn

'+ The allocation of: expenditure is not the end :c‘>i‘, "b‘he STOTY .
Counties still hav;e to determine their final budgets'.a:ﬂ. undei*-
. take thé expenditure programme. Indeed, since TSG is awarded
to counties -on the merits of their programmes, the ocut-turn
of expenditure -is of considerable interest. :For it is an
esgertial part-of vaoe process that the ocutcome is monitored
"~ ‘and comparel with thé plans « -In this way , Central  Government
cdn satisfy itself that broadly the plamied programme has been .-
-carried out, and- that discreparcies betweéen planned and actual

expenditures are-Tiot the result of the execution of different

> ‘policies-from those on which the grant was awarded.. This is

T asdifficult task becanise of the need.to :judge intenty and because

“of ‘the “time-lapse involved, The time lapse presents. problems

vuiin twe-respects.y. - Between the submission of the TPP and the

execution of the programme, events may have:changed:sufficiently
-+tovdictate a different -balance to “the:programms: from that originally
enﬁséééd.‘-‘ . Secondly,  the TPP is.submittéd at-a price base of

" the previous November - 2 years out of-date by the timd- the

.~1‘-prb§:raﬁme is daxrried out. - If relative prices of different .
: -ﬁ'arts-".df—-'-'bhé programme change, conslderable information will be

“required- to-determing'ihat has happened to real output.:  In yhat
. follows, & #ingle inflation factor has been used to bring the;

" out-turn of - expénditure and the expenﬂitu':;:e; plans:to the same.

- “pride base.’ No allowtnos has been made for differentisl

“inflation by type of expenditure.’ :We have examined’the: out—
Tz of? ‘expenditure for:the year 1976/7, and.the analysis is at

I ;No‘vfeﬁﬁér::]gim\“prie—eé.gz;;: - e PR L S A PR

- P o -
R e e i R B Y Tre T e S A e - ey
PR T N R P PO EE I R st s R TR
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It is over-simple to compare bid levels of expenditure witl:rl
't oub~turn’ because the level of accepted 'e@éﬁ&ituré ‘may be |
- quité different ‘from the bid, and may cause counties t0 Tevise
thei’r budgets downwards. For 1976/7, however, accepted -
expenditure Wals"_reaSonably'similar to basé bid ‘levels, at least
for the shire counties. This group of counties had 101.6% of
. © thelr base bids accepted, '}while..métrépolitén counties had T7%
. _,_..._-accepted. Of. the 39. Shire counties, 22 had- 100% or- more-of- the:l.r
E . basé bid accepted., another 13 had 90—100%, and the rema.:.nlng 4
e had 84--9075 accepted. The Metropolltan countlsig had lower

;.*.. e PATOP BQOCRTOC, [ The Tletropolita L Lowe:

p;r:oportlons accepted, rang:.ng from 68‘].1‘01‘ 'l:he G;LC to 96 .5%

_Jor,,uesi:_fforkslure. The broad p:.cture,_then, 3.s- tha‘b w-u:h.-.‘.{ -

H . ‘ i . ! .
:,_..._.. _'hne exceptlon of a few of the Iletropolltan count:l.es, au'hhoritles

S SR PP R wre o e . S S

had sufficient expenditure accep'ted to engble them to carry, ou'l:
all or nearly all of their base progrg;_a:n;eg..:: e e e s

Table 6 shows a comparison between the total levels of bid

and, accepted. expenditure and out~turn for the English counties,

. DAPIR 6

- £m.. Novembex 1974 prices.. - .. .. . .. .,

PRI I N e T LR A B T T .- R

Bid | Accepted Out~tuzn

Metropolitan counties 492 3719 e L. 3300
Shire counties 258 364 - 283,

‘l‘otql;: England v Foowm o 850 N3 S ;1:.43;;.f.' FEPY LR 613

o : N 3 h

SR T h 3 . i iy SR Lo
3% ; 3oy = #oenl ko Sy £ s
- v ".J._
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*

. Actual. expenditure on lpcal, transport failed in aggregate even

to match accepted expenditure, let alone the level of .the bids,

Table 7 shows where the dlscrepancles .arose between accepted

.__e::pendlture and .cut-turn by head of expenditure:-

TABLE T
Highway Public Transport _ ~ Em
Mainle~ " | Reverme Support - ‘| Capital | Other |+~
Metwod: |+=164.5 =i ‘41.6 Lede2 | 690 o =07 48,5
Sh_j.;feB - 6'2 - 8.1 . . 0‘1 -6605 i 3--3 ""80 7
| ToTAL: -22.? 3355 | -4 [-136. 2.6 |-129.2
- I. Erglarld L (IS S AT S LA PRI . T L

‘= indicates underspending;’ -

+ indicates overspending,

w D, AL an
R - L

Metropolitan counties was ovexspent b;r £41. million, or 72‘"' and that

the already truncated capital nrogramme was underspent by £136 m:.ll:l,on,

no less than 40%

) of accepted cap:.tal expend'h.'ture.

* The ‘twd' obvious features are’ ¥hat biis Tevehus Support 1 thé'’

Jmorden tonleek— mereecleeel-y -gt~the~first-of -these- pozn*bs

Metropol:.'tan county

- —tbce b:.d.,—accepte@—m& eut—turn f‘zgure& -are-set-out-for-each——

i
i

From &?able G, it cén be seen that four of the Met‘:ropolitan

count:r.es had ou'l;—'l:ums whlch exceeded 'bheir bid level of

expenditure, and five of the seven showed no indication of

adjustment of policy to meet the lower accepted expenditure

figures.
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P 'I'A.'BLEB

E T —— . Accepted . .. .Ont—iurn_
| Bus | Reil | Bus |Reil | Bus Rail

GIC . .| 8.0 | 17.0 |37.274 - . |57.559.] .-
ac .. B.84. T8 | 4.258 | 4.99 | 5.704 | 3.552
Merseyside . | 6.2 4.8 3.337. | 4.61 | 8,222 ',4".‘152
S, Yorks " { 5.6 1.2 7] 2.532. ] 1.15 | 5.42 -
Tyne & Wear 2.92 .2.2 1.093 1 1.31 | 5.108 524
W. Midlands 8.66 4.69 | 5.23 2.53% | 10.897 | 1.781
W. Yorks = | 4.74 4.00 | 3.797. | 2.69 | 6.231 | 2,113
R ]
POTAL: | 118.96 41,69 157,527 | 17.28 |99.143 | 13.122

-:I‘\’ .o
B TR

In both Metropolitan and Shire counties, underspending of

the capltal budget was general, of'hen by -over 50%, Only two

countiea, “Dorset and Staffordsm.re oversyent ard apart from

Cleveland, GLC and Nest Ybrkshire, 1o ofhe:r: coun‘l:y spent more

than 75% of its capital budget. Further details. of- the"aﬁ ="

turn, coun'hy by county, for 1976/7 are given in Tables E, E and.

— it : 7. . - .'.-;",Z'.'. .:-.-'

G,

.s"

As—a Final exerglae, the Qut--turn of a s:l.ngle county,, 7

West Yorkshire, was- examlned in deta.tl, :.n o:cder to de'term:l.ne how
the underspending occurred. ~West Yorkshire bid for £39 68 million,
had £38 51 million accepted., and actually spen'b £34.81 million,

a shortfall of £4.87 millon: on “the base b:Ld. The main elements

in this were underspending on capi‘l:al pro;]ects of £4 05 million,

B %
o .\’

and on revemue support for rail serv:.ces of £1 .89 milliorr, :

N . Lith e SN
P -

counterbalanced by overspend:mgn of £1 . 9 million on bus revenue

: 'supporl:. '.l‘he shortfall on: capltal expenditure is clearly a, ma.;jo:r.'

LD5 bl _.-,....l::LJ.A.‘.,: --45_; A pLE MR =v-.ﬁ"' 'J:LL’ \

budget., The detail of ‘the' ou'b—turn of West Yorkshire's capi'&al :

H

programme in relation 'to ‘the plans 111ustra‘bea the nature of 'bhe pro'blem.‘

: s T vl Ot AP AL T . ot b e T, o v

'-'~ 2 1o ¢ n H SR e e ] T s
i SR T RO R A TL N 4 A R A N R A TE O SO LU OO 3 .1,1.2..

TT
P



3. TABLE 9

DISCREIPANCIES BETWERN PLANNED AYD OUT-TURN E)CP]INDITUR]ES
IN WEST YORKSHIRE M.C.C.'s CAPITAL PRO"‘RAME, 1976777

I DU‘I'—TURN EKCEEDII\IG BIZD

(J.) Items not b:Ld. for in TPP -'_ (:u.) Thems bid for whoze out—turn
: B e —exc.eeds -h:l.d ;

(a) Pro;jects over £%m e (a) Pr@aects over £3m,
; i £m._ . : £m¢
' MBO6 Bradford. Motoxway I.ight- - Elland by-pass s 2
' ing & Cresh Barriers - {,051  Highweys started, U _
"Bradford Interchange PBus' Dep . .808 before’ 1/4/75 c 2,197
: nooc Tn Busl S'l:a.tion 1.061 : ; :
| Advance works ' ‘f ; .04’i (h) L?ro;]ecta under £%n
g (b) Other cabltal ebcpenditure ... Highways started - -
; ] ' | “before 1/4/77 © 276
n Gonsultants oo ' 543 . . :
Land for projects started LT T e
before 1/4/75 - o113
“+  TOTAL excess: expenditure on projects - . oo !
vhere out—turn exceed.s bid. = £5.211
B II BID mmmzm OUT—TURH S
(1) ¥oRES S
. Projects over Ehimgror . Projects under £3m.:.
Léeds /Bradford- Urban Mraffic: - & -+ 0 - Highway 'expenditure . - ..
Control «192 eligible for TSG in '
Newgate Diversion, Pontefract «108 1975/6 <0 081
Commercial St.by-pass ,Brlghcruse 149 '
Ings RdJroadworke ,Wakefisld::~ --.5201 7 %gg‘;ﬁ” started in, 31
rBradford Central Area Compre— ’
“ hensive Traffic' Mangmnt.Scheme - ,186 Projects-starting before .
JAdre St/BridgeSt, Castleford, o 1/4/77:
~-Bridge and roadworks - 4322 - lighting eapital. - 096
Armley Link Rd.,Leeds, I’hase I .106 traffic management 145
4650 Tong St:,Westgate HIIZ "7~ . .. gam. parking: .00 Bu. ,034
Improvement, Bradford .499 o '
Dewsbury Bus Station:~<v & 0,200 it e W UL L
Iﬁ.rkstall Worksh0ps . _ +250
Highway expendi ture ellgible T
for TSG-in1975/6- .. 924
Bus expen.eligz.ble for TSG 75/70 843 _
I TN : 5‘280;'_—::_’-;."i.:'.".-_; L et Do iy 1.181
(ALY LARD ™+ 0 0 Caieiowe DAl - (1i1) OFHER'CAPITAL EXPENDITURE NOT
ARISING FROI‘I AIBOVE PROJECTS
(a) P:r:oaects over £%n eligible . I.a.nd. i sdvance .665
1.;2f0r TSG An 1975/6. .. o £e254,, Land Compensabion Aet . - 1.025
(v) '!975/5 starts not e].J.gJ.'ble Yy Statufory Blight ' 217
__,for 1975/6 TSG" 1976/7 s g e "9:52*;=s‘ o Dlay ‘-.-.'.! ETTeh MV A B}
1980/1 starts R
v -iii-"f-"-*"_; T S O ST PEOHEIT S SR .;;2 186..: I O SR TR _-_._.:_.--;,-.-t;‘.-.--.-,-- - 1.90

IT TOTAL UNDERSPENDING = 9.260 NET UNDERSPENDING (II-I above)

4.09
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Table 9 shows that the actual content of the capital
programme for 1976/7 was rather different from what had . .
been envisagﬁ in the TFP when it was submitted a year
earlier. ‘ _Th_e discrepancies a:l_?é largely accounted for by
slippa_gg.. ~ The projects for which the out-turn exceeded the
bid were late being completed, while those for which .the bid
- exceeded the oub-turn were either not.started at all in 1976/7.
or had, 2 mwch lower rate of expenditure_than had been anticipated.
i‘he_ moratorium on new capital starts must have had an influehce
here, but the magnitude is impossible to determine.

_ A numlgg_r_qf. conglusions. would appear to follow.. The
content of the programmes actually cawried out can - for. -
whate_w_{ezf ‘reason -~ be substantially. different from that on
wh_icl;____theﬁove:gnment b-ased its accepted -expenditure decision.
lhe_,s_J_'.ze a.rﬂ ._phgaz_i,._ng of the programme can_.also be ;i:i._i‘ferent.' -
This has a munber of serious implications for the working :of -

the system which are taken up.in the next section.

Tl

V CRITIQUE. .. -

~+ In this section of the paper, we consider the functioning
of the TSG. system against the objectives set out in Circular
104/73 and disouss possible. alternatives. to. the present system..
First, however, we consider some “teething troubles" which have, .
to & greater or lessgr extent, been overcome.

(.i)_‘Teethi . troubles B L T, o .- TRt
(2) Durealistic bids .. .. . -

- In the: first. zound: of submissions,. despite goverment warnings,

counties regarded the sys_té;'f_t as*one of competitive bidding for TSG.
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Hence the sum of the bide was unrealistically high compared

with the available resources. This, together with the absence
of a sta‘temént of priorities in many of the submissions, meant
that the value of the TPP!'s a8 planning documents was: limitéd..
For there was little indication of the effective choices at the -
margin of the local transport programme. Therefore, one of
.the main airﬁs of the Government in the second and éubsequenf' '
rounds was to ensure that,-inﬁ‘égfééa‘be, the bids were reslistic,
and that some statement of priorities was made. As we have-

seen, five-year expenditure guidelines were in‘ticoaucéd",' ‘and the

—r
o

bids subse‘cﬁiéﬁ'tly bore ; closer -réIai‘Eidnship to the availablé
resources, Indeed, it was because the guidelines themselves
became unrealistic-as public expénditure was out; Pather than a
refusal on the part-of the counties %o ‘comply with their guide~
lines;"that the base bids could not be accommodated; and the
preferred prograimes Seéemed so superfluous.”

(b) The problem of single year plamning

The first round of TPP's presented expenditure programmes
for the year shead only. This was all that could reasonably .'
be expected given ‘the short time available to prepare the TPP's
and the recent creation of the authorities and their new powers.
The inadequacies: are obvious :ina:ay one year perhaps 90% of -
expenditu;;:e':-ié' already 'é;:;ﬁifted=,='and‘ any new capital projects
commit further expenditure ir later years, - Purthémiore; those
counties with a coherent"é’i:'i'-a:!_:';ar would not_‘he;gblé;;ﬁqi-;ieindn'é'tfa:b-é
in a single year that their programme corresponded.with:their
. policies. - .80 it was-:'seﬁsible.--rrom"the ‘Becond ‘round: onwards, o

P ]
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move to a five year rolling programme basis. Two problems
remgin._ The first is that of meking forecasts . of current
expenditure partioularly on highway maintenance and public

transport reverme support for a five year plan. There is no

. difficulty in_w_ritiﬁg down a certain sum of expenditure for -

-eé.ch,pf._five years, the . problem ie'ito progress beyond that
to the i‘ofmulatidi}f of, a gemuine plan for current expenditure

as well. as for capital .expenditure. The Public Transport

..~ Plans-required under the .1978 Transport Act should help this

L=

process, but gemuine planning of highway maintenance seems .
to.be a thing. of. the-future. . . |

.-, The second problep is. that, though the planning is now on a

madiur. Lexm hasis, the finance is.not... TSG is- still.determined

only, for the year shead,.and .only, three months in advance. . In

‘principle, this might produce seripus problems - counties might

commi-;l:_*.;.t11em5elyes_.’-‘1§9_.c__:____gp;_i_.tal schemes . in prosperous years only to

find that the finance.fo complete the schemes.was not available -

at least from central governmment sources.~ a year ox itwo latex.
In practice, if central government gives a county suf{‘fi,g%;ent. SG
and .key .segctor loen saction to ensble 2 large scheme %o Dbe
started, this must effectively involve a commitment to that . .
scheme subsequently.. . However, the truncated timescale may well
help 1o explain the ‘q;npunt,,_o;f;‘s;_._ippage_ on capital_lprojects.,
New.capital staris may be "pencilled in" for the following year
in the TPP, but -a gemine (_:ﬂp,m;gijbment to the projects jnay—._-_,not_;
be possible until the grant settlement is known. By that time,
the .progedures to be:gone, through (contract-letting etc.) may.

meke it difficult to start projects on time, . A further ... ;
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difficulty may arise in relation betweén counties and pubiic
transport operators.-. Counties may say that they ave unabie
to finalise their commitment to public .transport -support
until the T8G settlement is known, which le;ves the operator
on a-hand.—to—mcutﬁ,' year-to~year existence.  The maif intention
of the Public Tremsport Plans is to secure a greater degree of
comnitment by counties to an agreed plan, /1 _8_7 This gives
operators greater fina'nc'ial-cer'béint}?-'inf'the'sho'r‘l: term, while
providing a formal framework for policy review in the medium term.
(i1).~ The System and its objectives.
As we say in Section III, the-four aims of the new grant-
" systen as outlineéd in Circular.104/73 were to promote Gompre=-
hensive transport planning, to distribute grants in & way which
reflects the needs of areas to-eliminate bias between forms of
‘expénditure; and to reduce detailed supervisicn over:individual
' ‘scheémes. ' We begin by considering the extent to which the -
- -gystem has succeeded in ensuring that rescurdes are’distributed
<in & way which reflects heed,
(a) Need™
"Mhefe is no doubt that the grant System Has ‘the poténtial
to éna'u;t.:e ‘that resctitces are distributed according to nedd. -
The -Gé;re:-r}m-ne-nt could 'a:dcep'l: more -expenditure  from “reedy"
anthorities than from others, and these authorities would
" receive correspondingly mote grant. - Indeed, as we have seen,
the Metropolitan counties as a group have had higher amounts’ -
- per héad of popul'a‘.fion ‘accepted than the Shire counties, ‘and}"
via the geariﬁé5effécﬁ*ﬁeféfré&‘f6“&n?j;”245 “‘have ‘reteived a

o

large shareoi‘ TGG, ™ 1 T Ll g b ny pTe s EL L




+
.

dlscrepancy between the I\’Ie'bropolltan and Sh:L:x:-e coun'bles J.s

41,

- ‘e R
i e

However, thJ.s plcture is sl:.g‘ntly mlelead.lng. 7 The

ma:i.nly the result of the hxgh accepted expendlture :.n 'bwo

coun'l;les, GLC and ‘_'L‘yne and Wear. Table 10 shows the accep'!;ed
' expend:.ture per head. of popula‘clon for each county for 1976/7.

In addit:.on to the above-mentloned West Yorkshi:r:e, S‘tafford.—

.3

sh;l.re, Hereford ani Uoreeste:r:, North Yorkshlre, Cleveland and

'Northumberland s:hand out as hav:.ng above average accepted

I,- ‘a'-_, TRl PRt

e:@end.n.ture per head J.n tha'b yea:r:. Bu't overall the Qicture is

-

one of surprlslng umformlty.

e - . T o I Y =2 TP S
w YT e LD REERE RIS S N SN S ST PY S DS S SR P P PR DY U
N ¥ : yuFast pend 3 i

'_ TA:BLE10

‘ ACCEPTED EDCPENDITURu PER an
IN E‘LvTGLI H coumrms 1976/7
. i . ! _.k ;'?'-3 WLk
Accepted expencu.ture per head . No. of counties
ol Fopid LU A oo wlils
(’Ho‘vem'ber 1974 pr:.ces‘) v =
val e A Bl Sen oeiE oLl DA Lo sl gL tee

£9 - x.‘!O 2
SEETNE Lo BRI PRy P TE AR TR R
11 =12 9
wIA2ie A e w i Do cined i oo ortages e ol
13~ 14 4
SR ¥ e 4 L R K TR S S PSP T T
15 - 16 4
IEEESSPIRTIEE {5 1] .'-:;‘-.-.':-."_--_-.,-.-- EELMRN L Tl —';A:_;:-I. R O . R Y A I
Over 19 2
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#
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"
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¢+ NOTE: L Further:detalls are’given. in:Table PEy: v46¢ oupil

- v s » e - s . .
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1

- Thigruniformity may havbsbéentthe product’ of the® éxpenditure

guidelines. These were based on a sum rer head of county popula—
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_ is 1ess than clear.

' ae measured. 'by the returns offered, The d:l.fficulty here .'Ls, that

_ =the progress which has 'been made towards ob;lectlve evaluation by

42,

" tion, with four except:l.ons - GLC ‘I‘yne and Wear, N. Yorkshire and

r!"'

A';_.Northumberland - where special needs were achowledged. It

count:.es put in base bids Whlch corresponded wlth the lower end

of the guidline range, and if central government accepted expenditure

' rorughly pro rata, then a relatively unii‘orm picture would emerge.

] At all evente, the main reason for abandoning the gu:t.delines was

that they constra.lned counties J.n an 1nappropriate way from |
utting forward the programmes which they thought were needed. -

What is at issue here is the ability oi‘ local government to

J.dentify "need.“ in theJ.r pol:.cy documents, and oi‘ central govern—

r

ment to respond. in the allocat:.on oi‘ a.ccepted expenditure.

While the allocation between counties might in a general way
reflect differences of need., 11: s not 'based. on any explicit
demonstration of th:l.s'. Indeed though the Department 112ustrates
in its guidance c:l.rculars the k:l.nd of planning process which shonld

be followed /197, the way in which need itself is to be measured

L R

(S SRRNTEE: 1 .x" .

! One poss:l.ble approach to the problem :Ls to equate the

i

demonstrat:t.on “of need w:.th “the” returns which counties could. -

obtaun on theJ.r progra:mnes. Under this approach, expenditure

wculd be aocepted on the basis of the mer:.ts of the progremmes

- T

S ‘

_con_nties oi' their expenditure programmes has 'been limited, __“;

There are gpod reasons for this. - Evaluation:-of:loecal)road

projects is only in its infancy, and poses different problems

- - from those of,trunk road epprisal... Many of-the: outputs -
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"benefits '1‘.(_:-.;industry.- fram provision. of distributor roads,
im_proved-;‘ driver comfort,:local environment effects - .are hard
to measure, and harder to walue, . -Evaluation of the public

< trargport revermie .supp'orh.and-. highway- maintenance programmes
requires ‘detailed specification:of the costs.and:outpuis: of
al'tema_'h_:i.ve programmess »siudles-of, this kind -appear .rarely
to have been-attempted;even within _Tré.nsporta.tion Studies.
. Finally,: the. trade-offs needrio:be made:rbetween the:disparate -
+relements, and a programme.determined.: :Muich work remains.to
the:done.before michanalytical.content is _injeq:te_d;ipjgo:this
Processys v nhins Frrodd ared fies 00 setiown noro
Lolingge o w Bven: if” precision:were:-possible, the:efficacy:of -this.
-approach:would- re&t:npon: the:ability of -all: counties to identify
thelf problems: and.develop soluticne which -offer good: returns.
Ifceszbain amthaxities have: the advantage :in . terms. of. available
| expertisé, tradition of project development and so.on, then
they: may-he: able %o dewise, programigs with high.returns, though
=+ i other countiés have graater.underlying needs. ° -One golution to
. r-4his is. b0 -attenipt bo-measures by :a.set. of wtandard -indicators,
- ~strénsport:conditions in:each :authoxitys . Counbies with apparent
1. ‘problems could.then be:encouraged. . to.see whether cost-effective
- tigolations existeds::Vexy Iittle progress, however, appears io
i have‘been-made. dlong.thig line of .inguixy. ;> =z o s
»Ar 1 sGiven:uthe-difficulties which:lie in the:way oiff-,.e}nalifﬁiss
weeted 48 48 ineviteblé tﬁatxthei:aystem,-gonfains.?,a,,::l:aa;ggz.équsgtive
awany relement ysbothsin the dével opment fof programmes, by counties

fivow andiinothe allogationiprocess at-national.levels. :Mach.rests on
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Mo em L

the-“al;illﬁy-‘oi‘- :the Department's officials to identify Yneed"-
subjéetivelyﬁ’?ijresumablyJin ‘terms of:what are-considered to

be ‘attractive prdjecté or programmes. .. - L .

“ " This raises a serious q_ﬁéétion':about the form of. the grant

system,i If -a_ccéptedr ‘e-xpendi'bure per head: is relatively .

uniform-across counties,’ and if:the o'bjective .of ensuring:

that expenditure reflects -n‘eed‘-'-‘éé_lmot' easily-be'_secu-red,’ -
" mightiit not be better to revert to a formularbased.system '
“in which grant would ﬁeidistr;ibu:ted.according to such:factors
a8’ population and road mileage?.i:Admittedly sthe  vexy. major
projects such as the Tyne and Wear Metro could never.be.. ..
atcommod atied: Within’ such-arrangements,. and would: regquire special

“gid to support:them. < But’ otherwise,. could not mch:of the

. " ‘parephernelia of “the TPP/TSG. system be done: away with® . We .

- < ‘pethrn’to this -question in the' final section’ of thepapers

(b) Biag 2 o Cvemmgedosels Foshoog bvored w0t elinows
'« - 'THe objective of ‘eliminating bias. between formsof - :-
‘expenditure has largely been-achieved. - All forms-of expenditure -
‘attradt -grant at the same rate-at the margin, so the element of
o falsé incentive to spend-in.particular ways i is mich reduced.

© -~The fiscal distortions which remain-are minor compered with
what ‘went ‘before. Thewe is the 'qﬁéé‘hioné.of-the loan:ssnction .
arrangements in the key and locally determined.sectors.:.:Since
~'brafisport projects have.to- éoﬁpété:ﬁi‘&h"bther'ipro;}eéts in the
"’-‘”ioééily‘ ‘determined ‘sector, demand fori1DS léan;*'seems 1';-0 be keener
théﬁ"l';h%.t '*ff'or-ilceyisecto_;":ﬁ1oa:cr-'-.*="f~fa Thisg cdn eteate-;::a!jénsi*hioxx where

©7 counttiés are:unable 6 carry out '>sma;11r:-1‘)i-o-jects which :they would



45

rank higher. than .larger.projects which they are.able to fund from
. the key .sector.. - It. also. createg_jaf b.mcentlve to ensure ‘that .
where projects are borderline in:cpst, they fall in the key
sector, -+.fhe:second .question is that .of the key sector loan ..,
sanction itself... .The preferred.method-.of financing major
capltal projects is from.TSG and key sector. loan sanction.......
The limit.;on;thﬁrls.@x 599391'.-.--1:?31!: sanction might.prevent..
~oounties from. underteking their desired programme. .The. .,
-Department is.well, aware of their problems; . in the letter .. .
ngtifying counties of the settlement for;1978/9,.they, sought .
%o introduce.an element of. flexibility into.the loan:samction,
axxangementss ... . .oiy froii, s St
;-Where, despite; the.above.arrangements, ... . - io-.
‘euthorities experience difficulty over borrow:.ng

- ‘to.finance: accepted capifal expenditure,.the..
Department will consider appl:l.catlons.

e

2l dnool of fnx PRl e
a) :E‘or 'bransfer of iey sector loan sanctlon fz:om )
-an gathority which: has.nof, get all its loan,.

" sanction to an author:.ty which needs ektra 16an'
o 8a0etIONy s reoraiovan fusel wew iaedras to i
b) by authorities which wish to use loan seamotion., .
in the key sector for expenditure which would
ddweel te onormally fall.in the. logally, determined- sector,
; or vice versa,
s ""H

(c) G ontrol

A T T T T U S S .
P a] WLAL UG Er D wHnno Ry ST s &y

' Behlnd ‘e Sharacberipbiog” of the new “grant system in 1972

i O.L . J,A_-;.a;_?_*J ~ i Vs i o, LEAm S

lay a part:.cular view of the respec't:.ve roles of Gentral and

Local Gmrernment. o I'b el acknowledged 'bhat the Bpecn. ﬂ@ L

83'-‘31it S'y'stem had p:r:oduced 'hoo nruch d.étailed cen'l:ral control over
indiv:l.dual pro;;ects. The De:partmen-[-,'s J.n'berest was 'l:o be: pild
veiide: Sone o > annfr dwo Ty S e B oold

‘switched to "stra‘l:ega.c questions of resource ‘allocation and "chus

EHES Ly 1.';1 DLUEN TSLEYLL o

to the overall size, balange and, composition of programes." [ _47
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It issnot’corréct, theérefore, to6 Suggest that +the origindl
intention'iris to effect d complete transfer of comtEol-over
the lavel and patterniof spending on local transport from
central to'loéal government. ~ Had this been 'the intentiom, '~
the attractions of ‘& formila“based system, leavinglédal- & - -
goverrmént dischetion over How, ‘and whether to spehd on - - -
transport, would have been consideérsble,  Instead, the - '
accepted’ expenditure System gave responsibility for fhe ‘deveXop-
ment 'of ' a*cohexent progi'é:ﬁiiio‘g and- for 'thé ultimate detérminatidn
of &g composition of the programme- to-local goverimént; while”
retathing ‘the- ability- of central’government to signalits ° PE
approval or disapproval of the counties' proposals-by acéepting
a greater or smellexr amount of expenditure for gran'b pux:poses.
'.Ehere. ’a:r:e t::o.ques-bz.ons = why was a complete tranafer of

responsibilz.ty from central to 1ooal 1eve1 not i‘elt to be

appropriate, and what dan” be sazd now a‘bout the respective
wail i Al SF L Sty S RTH '-'— SEIT A e ob .n-.,' AN

e@erlence? , — WG
RS S JL T SR Lot M B L

“Phe” firit of these q_uést:.ons has been disous‘sed at length

in the Government's evidence to the Layfield. Gomm:l.ttee [ _7

\. — \-5 ‘..‘ L

Here J.t is made clear tha.t the desire for an appropmate degree

of central government control over the d:l.spos:.t::.on of local -

Lo dTal o o LIS ATUGT B

apend.:l.ng: on transport ha.s had 2 strong :.nfluence on the design

‘of 'l;he ?SG system. ‘.['h:n.s desire is supported in the pa_pe:r: on

-

the foll ow:.ng grounds 3

iy e prrelengr o T A - e ’,.J

. .a'v.a.:', TAR AT ani o I v Senbliorili
(:1) the need for local transport plans to £it in with each other
D EATeh S o0 soidnonils guirmae wr e D *~J.,r“<,‘ G oot lwg
- -and with broader national plans ) . B
AN Pegrauwmigews Lo oauiileeduon Bre cooelsd (oulz flavevs sid ol
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(ii) v...the complexity of the issues involved, the fact.

"that local amthorities had not, generally, until the recent

reorganisation of local government had any responsibilities

for the plamning of public transﬁort, and the wish of central
.government to exercise a strong influence over the way in

. which local -zm.thorities assess value for money, particularly

in major urban ar:as."

Commenting on the objections to incoxporation of the

* specific grants within RSG, the Department saids

~The background at the.time was that local
suthorities had over the previous ten years
consistently spent less on public transport infra-

~gstructure in urbzn areas than the government ~

" thought desirable. They-had also given a lowex
priority than the govermnment felt appropriate to
public transport and to the techniques .of managing
the level of traffic in urban areas by parking and
traffic management policies. Progress on transport
planning in the comurbations, including +the ‘carrying

-.out of -transportation studies and the setting up of
- PIB's to co-ordinate publie transport se¥vices had
been achieved largely by stimlus and financial
support from central govermment. In yural “areas
too, .counties had been slow to develop pollcles
for the support of publlc tranSport.

The strength of these axguments (whlch were imwlicltly
reaeeted by the Layfleld Commlttee in thezr reGOmmendatlon that
TSG ehould be incorporatedwm&uanG) has been reduced by the
passage of. tlme and by subsequent events. The countles nov
have experience of carry;ng out thelr re3pon31b111tles for

local transport, and’ the ‘resources avallable For lécal’transport

slmply do not perm;t the development of a large number of major
1nfrastructure pro;ects.' Nevertheless, it remalns axguable |

. tha$ there are aspects of local transport pollcy whish are of

1T -
il P
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eignifioant—hetional intereet,lend whioh:may require, the.
potential for central'goternment interventiom to be available,
The first case is where someof the benefits of certain kinds of
expenditure do not acorue to the local commnity, but more
generally.This was the original-motiteefor the specific grants
for roads. Hars, nentral intervemtion-will be required to
ensure that local resource allooatione.deoisions take account
of national as well as local benefits. The second case is
wvhere a national policy eriets.but where. implementation of the
pollcy 15 moet eensibly carrled out- through loeal govermnment
“because local knowledge 1e useful in eeourlng an efficient
ellooatron of resources. - In some other areas of expendlture,

' wthe“hational interest ie expreseed-in terms of statutory minima

”:l'or etatutory requlrements but wzth the pOSSlble exception of -

'{'road malntenance pollcy, thie does not seem a very suitable

ﬂ?medlum of oontrol over the transport programme.

The nature of central government interest in the allocation
of reeouroee withln the 1oca1 transport budget has been the prime
cause of departures from the 8p1r1t, 1f not the letter, of the
grant eystem as. orlgznally conceived. It is true that, at a
) formal level the aotore are Stlll plaring the same parts.
J_Looal authoritles put forward thelr programmes, oentrel government
A_aocepts eome erpendlture, and the looal authorltlee are then

lreSponsible for determlning thelr final programme. : Even in the
__notorlous case. of South Yorkehlre's publlo transport revenue

,_support progremme for 1977/8 the Government played it by the

rules, and responded to an unaocepteble programme by aooepting
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only a small smount of expenditure rathex fhan--by disallowing
any jtems 6f expenditure. .. o ¢ ’
T4 is-difficulty however, to.escape the conclusion that
| ihére Has been fore informal persuasion within the system on
tha'::'fi'art 6f-?ééntral"g0vernmeht ;-than was-originally. envisaged.
" nié hasbéen mést -evident in the:field .of public tramsport

Lzigeijey. Ghet central government detision in 1975 that .suppoxt

IV pop buses was to b reduced by 50%-over .threé. years, the separate

consideration’ ofibus revénue support cutside-the expenditure
"."""-g'ilfti.‘e'l’.liiﬁ—e‘s [‘and “lie anviouricement .of: the .expenditure. specifically

accepted for revemue support all run countex to the. spirit of

e TG AySEemST e~ Sowowy w Feian s e lui oo

L

TEG R Ryen grester difficulties héve :been encountered-in imple-
S hindirig the - Transport ‘Pokicy-White Paper.of. switehing:resources

iehardstrural plbiictransport.. . Hers, central government has

- 3 had  Fotericotrage Feluctant:Shire:countips:to spend:more than

S0 e wished oS By 1977, the'Minister:was reduced o a:stick

an'd cbrro’tapproaeh: o Pl oal wme. o D wEyLr s

LamEe miowi il T TiKgve Heen relatively: more’ generous:.in expenditure

allocations to those counties who appear to me to be

i Loslulonl P oGhgerving thie ‘White Paper's: priorities than, o those

L who do not. This decision principally affects the
1. les s sl gistribution of. resources: formew road building and

GF e “oveFal¥ aiiount o more cthan is mvailable."..

other new capital investment where counties [_‘proposals
21

- dSE T t1 abAvés "besr  testimoniey to. the difficuliy of securing
" adHerence t6 particular-nationdl policieés:when no.policy

« Brsoans iaycy siing ATrectly andexclusively’on-those.policies

d

iy é‘:!""'—_?l'if'"ﬁ e Vit - Ly M ' - Nmee P Tt 4
is availablie., =+ ¢ 10 E L0 (RN VI VIR N WA s LT

it 80580 thongh® unde:b‘étaﬁ&a‘ble,uthe extentiofsinfoimal ;intervention



50.
in local decisic‘:n—making.‘is to be regretted, rfor it carries
' withiiit @ mmber of drawbacks. e
Most significant is the blurring.of _reSponsi‘tg_i;]:.ity._\‘for
‘.1ocal transport expenditure decisions. . Local.authorities
- ave able:toiclaim :that they are deflected from their chosen
' ~.policies by central -government pressure, while centxal.
. government:wi}l weaffirm thet local goverrment.is ultimately
i responsibleé :for.local transport, Vhile,.short of a; federal
75 s gystem-withdoesal Teveme raising powers, both tiers. of govern-
-« f ment: met be-involved in the process,.the balance of
AU i i2pesponsibilities is unduly. obscured, under. the present arrange-
Clmembeit o7 wnieaon it Ty eora
The intefventionist approach also resupposes _i'!gvl'la:,'!;iécen-bral
: gové:m‘me‘nt':":!'knoﬁs-:'b'est!f . and -ghould do.what .it gan, short of -
“oeLocrgirectiony stotsecure the correct resuli,. .--There are gircum-
ghances —swhere mistakes,are vexy -costly, or,where.local
" government hés:justassumed new powers snd responsibilities -
- where this.may be:appropriate. . Public transport fares policy
in 1975 is a case in point. DBult even.in s_ipch_ ai.fgpg,ﬁ:there
are arawbacks.“ The i‘J.J:S'b is. that .the 1earm.ng process within

EETa

- local government w:.'.l.l be faster J.f 'the relevant decisions awve

e B

"seen""to ha:ve been made locally The seoond is that, in an

e . .. .
T LSRGy ‘.'-’ S

W \mc'ertailn world:y there -is- a case i‘or d.wersmty of epproach to
v gee wHeblieR the theoretical ,arguments - against -.certain policies
ivgre confirmed-in.real life.- . ,=0@g;;qglf._pgpg§. that. the South

non 5.:=Yorksliire-’:l_qw}:-fare3::policy is:being qgggpg}ogg;x;;gggﬁored.
There is also a problem of equity. _The imterventionist

SRR 5 gpproackpehalises noén-conforming: counties. =~ to -date, those



gran't system has been\removed. But 'the opera'l;ion o:E' the

system has prcved more J.nterventionist in ne:{:ure 'I:han mlgh‘t:

( iv) The alternatlves

514

who openly plan to spend either too much or too 1ittle on bus

reverme support. But, as we have seen in Section IV(v), there

1s anc'l:her way in wh:.ch the expenditure pat'bern may faJ.l to

conform with Government policy. This is whe:r:_e__the planned
pros'ramme of expendlture is accep'table, but the out-turn of
expend:.ture is very different frcm the plans. _ Beering in

m:.nd the c'zl:.i‘ficml'i:1 es ef establishlng J.n'ten'l: in such cases,

‘-

A there should be reasonable par:.ty of ‘breatmen't between those
ccunties which have open pOlle' differences with the Government
a.nd 'bhose which cperate through the back door. . Otherwise, one

J.S 51mp1y penal:xs:.ng pla.w.n sPeaking.

&

’l‘o sum up, wrbh the exception of the prcvielon i‘or London

‘ and for Tyne and Wear, the system does nct appear to hve distri-
'buted grant in a way radically different f_rom Wha'l_: vrould have

‘ been aeh:r.eved by a simple fcrmula based on pcpulat:.on and road

=y

m:.leage. Iiost ci' the i‘:.scal blas :therent J.n the s;)ecific

. e y-r_.."s..-

reasonably have been envisaged a‘b t.'rm cutset. Intervention

' by central government carries w:L'l'.h J.t certa:l.n d.rawbacks and

the a.rguments J.n rl:s favour heve become weeker over tlme.

L

If 'the argument for reducing the elemen'b of central con"krcl

over the disposition of expend:r.ture on 1oca1 transpor’l'. is a strong

_ene, what should be done'? There wculd seem to be, 'l:wo poss:L'bllities.

PSRN K L

- .The first 1s to absorb TSG into the rate support gz-ant. ~ The

g P \..‘_e....,.. 2

second .'LS tc retain TSG, bu'l; to move tcwarda 'I;he s;p:.rit of the

e

original proposa.l. L
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(a) Absorption of T5G ‘into BSG

" Tpe essent:.al feature of this proposal ie that one ‘would
mone from a system whe:r:e “the gran-l: g:.Ven 'to counties depends
(in theoxy at 1east) on 'l:ne mer:z.'l:s of their proposels to
one where the grant would be J.ndependent of thelr plans or
expenditure on trans;oort. ’ Instead, a series o:E‘ J.ndependen't
factors, most obv1ously population and road mileage, would be |
used, and g:r:ant would be dlstrlbuted accordlng 'to a formula
as part of 'l:he needs element o:t‘ R.JG. : It mlght be argued that
wrbhout some eophletioeted factors, the object:.ve of dlstmbutz.ng

grant according to need could not be met. However, as we have

e 'seen, the d:.strlbut:.on of grant in practz.ce may not be all

'l:he:l: dlss:.m:a.la.n from a dlstrl'butlon based on some en,mple inde-

[

Absorptlon :.nto RbG would not create :E‘:Lscal bias between 7
. dlfferent Forms of current expendlture' however, 1-1: oould

o

reintroduce an element of distor'bion be'!:ween ourrent a.nd capital

expend:.ture. In Scotland, where broedly 'l:hlB sytem opera'bes

"capltal expendrbure on 'bransport is wholly flnenced by loane,

the intevest on wh:.ch 1e el:-.ga.'ble for RSG. | In ca.rcums‘sances where
alternatlve solut.zons to a pro“olem J.nvolve differen’c m:.xee of
capital and current expendlture, t‘fus could le"'é.d to ’che favoura,ng

| of cap:.tal—a.ntens:n.ve aolut:.ons whloh Wlll effectnrely be f:l.nanced
.Partly by grant. S S T3

ThJ.s solu'blon would also conetltute a w:ermarked-‘relaxatn.on
of oentral oontrol over local tren3por1:. ; Local "a;J.'l:tht;I’.‘d.tleB would

‘ "E A\«\.r1

not only ga:l.n comple‘he discre'bion, w:l.th:l.n sta‘butoxy limz.tatione,
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ovexr the disposition of expenditure on 'b_ransport,'but also much

more discretion over the allocation of resources between transport

‘and other services. . Moreover, the pressure for adequate evalug-

tion of policies and projects which is inherent within the

TPP/TSG system (though it may not yet-r»hmre borne mich fruit) would
inevitably be relaxed. In ocur judgement, the remaining legitimate
central govermment interest in local tramsport is sufficiently
strong for this to be too radiecal a solution.

(b) Greater logal disoretion within the TSG system

The ‘alternative is to retain the present framework, but to

revert to the ideals of those who designed the system. This '

- would mean creating an atmosphere of greater local discretion,

- and relaxing the pressure on counties to conform. Counties

would continme.to indicate. their expenditure programmes, and

-~ particularly the expenditures (capital and current) which lay

at the margin.  Central government would continue to face the
problem of which expenditures to .accept. and which not to accept.

There is a further respect in which the financial discipline

-underlying the present system.could be strengthened. At presént,

" the vrate of TSG on accepted expenditure at the' margin is T0%. :

In addition, counties receive grant on the. remeining 30% at vazying

‘rates through the resources. elem(a_nt of RSG., It is not ‘easy to see

why such a high expenditure-related rate of grant is justified.
Just as the specific grants were held {o provide too great an |
inducement to capital-.expenditure on transport, so it may be
that the high rate of grant encgu:qages proposals for expenditure

of. all kinds. ... This then engenders the need for scrutiny. of the
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proposals, to ensure that the resocurces a'i*e} well spent.

- If the rate of TSG were reduced, eay to 50%, as originally
suggested f4_/, and the suI'plué absorbed into RSG, this could
simultanecusly strengthen the forces for adequate Local

" appraisal of expenditure and reduce the need for cemtral
supervision.

+ * As with a move towards increased local disecretion, a.
reduction in the rate of graht would mesn a loss of' cé’zﬂﬁral
govermment control. The levels .of: expenditure’ on_transport
which counties would be prépared to undertake might become
- less predictable. It would be even more difficult than it

""is now to persuade reluctant anthorities to uridertake expenditure
which the government judged desirable. ~ This is the &ecid "l:esi;.

of the repeated government statement that local desisions shoyld
be taken locally., ' If this instinoct is coxrett, as it surely ‘is,

the corollary thait somé ¢ounties may adopt policies which are’

i unpalatable to central ‘government should also be scknowledged.

' The issue to wiich this most obviously -applids is that of
* ‘support for loss making bus sexrvices. VSd'ine of the problems
‘'which have arisen may be attributed to the fact that cuts in
local bug services are a pblitic:al Mgoft option”, since the

‘éffects on employment fall on an outside agency '~ the National

- -~ Bug Company ~ rather than on the local: anthority -itself. - The

- new Public Transport Pléns may be seen as a medium for improving
the links between ‘the counties and the bus operators;  and for
' achieving, through a process of education, a reesondble and stable

“level of support for bus- services. Ify when -the Plans- are

.F



A

55

publ.ished, some of the proposals are for levels O:E support
which the Government regards as unacceptably low; the idea
of a coniract be‘cweenvlocal anthorities and operators for
local bus services will be in the balance. The glternative
optione open to central government will be to assume direct
financial responsibility for local bus services, as argued
by the Natiomal Bus Cémpany /227, to move towards mumicipalisation
of the services, or to grin and bear it. The CGovelnment
response will be a good test of its belief in iocal discretion.
Although in some respects, the way in which the TSG system
has worked has fallen short of expectations", it is right to
conclude on a positive note. The new grant system is an

improvement on what went beforey local transport planning

- has been strengthened as a result. Having emerged from the

traumatic -cuts of 1975/6 into a more stable period, it would
now improve matters further if the intentioneg of the scheme's

founderswere fully carried through.
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