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Executive Summary

Context

Implementation of
the Public Transport
Operating Model
(PTOM ) started in.
2015.

mpacts

PTOM has
increased
competition for
contracts and

PTOM aims to
facilitate innovation
and deliver the best
value for money
through competitive
tendering of public
transport services.

There are early
indications that there
have been some

Improvements in @
quality of p%
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8@ cost.
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ator
ahdscape with
dominant

operators wi’rho [
cost structures incumbent

above the
industry

norm have
been largely
unsuccessful in
tendering.

provider, NZ
Bus, losing
significant
market share.

The proportion
of service kms
provided by
NZ Bus fell
from 61%

to 34% in
Auckland and
from 73%

to 29% in
Wellington.

Service kms in
Auckland and
Wellington
combined
increased by
25% with only
a 4% increase
in gross
contract costs.

The impact on bus
driver e yment

wn.

As a result, the
efficiency of
the bus sector
has improved
substantially
with gross
contract costs
per service km

falling by 17%.




Impacts on Bus Driver

Employment Agreements

The impact on drivers is
driven by the change in
the operator landscape
with drivers of incumbent
operators needing to either
move to a new operator or
leave the sector.

Impact on effec’r

(8]

The dominant incumbent Most other operators
operators in Auckland

and Wellington typically

typically have simple

agreements with fldywage
have complex employment ro’res and no %
agreements where effective

pay largely depends on Q q
tenure, seniority and penol \

rates for overtime work.

pay of bus d,g%r

In Wellington, ’rhe
impact on drivers

who move from NZ
Bus (Go Wellingto

to Tranzit depend
on the length o -‘
service.

Drivers who move from NZ
Bus (Valley Flyer), Mana or
Uzabus to Tranzit are better

off.

ranzit.

B rivers W|’rh less than 5 years of service are likely better off at

Those with 5-10 years of service depend on the business
processes and culture of NZ Bus post-PTOM.

Those with more than 10 years of service are likely worse off at
Tranzit.

In Auckland, drivers who
move from NZ Bus to
another operator are almost
always worse off.

In other regions, operators
typically already used flat-
rate employment agreements
and drivers are not likely to
be impacted.




1. INTRODUCTION

The Ministry of Transport (the Ministry) commissioned Allen + Clarke in association with
public transport specialists lan Wallis and Bill McDonald to undertake research into the
impacts of the Public Transport Operating Model (PTOM) on bus driver employment conditions
and wage rates. The research was conducted in two phases: a feasibility assessment phase and
the research and analysis phase.

The research scope included a targeted regional breakdown of the effects of PTOM on bus
driver employment conditions and wage rates that primarily focuses on Auckland and
Wellington, with some reference to other areas where there appear to be significant impacts
on bus drivers. These two regions employ the majority of bus drivers and are known to have
had a recent and direct impact on employment conditions and wage rates.

The research endeavoured to gather complete information on employment conditions and
wage rates across all the key stakeholders within the eight-weekstimeframe of the research.
While not all stakeholders agreed to provide information 6w respond, the reseaseh team
(through the feasibility assessment phase) is confident it securedwsufficient data te conduct a
robust analysis of the effects of PTOM on employment conditions and wage kates; where there
are data gaps, these are acknowledged.

1.1. Purpose

Early evidence of operations contractéd, under PTOM» suggests that it has resulted in some
improvements in the quality of public transport servi¢és without a significant increase in cost.
However, the Ministry does not currently have cleagevidence on whether or not PTOM has had
impacts on employment condition§ andswage ratesyofipublic transport workers.

The Ministry commissioned Allen“¥ Clarke, ifi\association with public transport specialists lan
Wallis and Bill McDonald;% tosundertake research into the effects of PTOM on bus driver
employment conditions,andswage rates. The research was undertaken in two-phases with an
initial feasibility asgessment to confirm, sufficient data would be available to conduct robust
analysis (Phase’1 )2 andySubjectto the feasibility assessment, collecting and analysing the available
data (Phase 2),which is reperted here.

1.2. Scope

This research projéctiaddresses the Ministry's commitment to undertake research to explore the
effects of PTOM{omwages, salaries and employment conditions in the first half of 2018.

The project is part of a broader suite of work the Ministry is engaged in that will include a post-
evaluation“efsPTOM and research, in collaboration with the NZ Transport Agency (NZTA), to
explore how the PTOM procurement provisions could be strengthened to improve employment
protections and other outcomes. The Ministry of Business, Innovation and Employment (MBIE) is

! Jan Wallis was contracted through Ian Wallis Associates. Bill McDonald was contracted through Jarvis
McDonald Group.

2 The feasibility study findings were reported separately and provided confirmation that the research
could be conducted, which was subsequently agreed by the Ministry.
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also investigating a range of areas around employment conditions and procurement, including
Fair Pay Agreements.

While the employment conditions and wage rates of all workers in the public transport industry
may be affected by the changes arising from PTOM, it was agreed that for the purposes of this
research the focus is on bus drivers due to:

o drivers being the largest group affected by the change of bus operations; and

o concerns expressed by unions highlighting bus drivers as the most affected group,
facing the most significant reduction in employment conditions.

The key research questions were:
1. Does PTOM impact on the wages and employment conditions of public bus drivers?
2. If yes, what are those impacts?
3. If yes, do the impacts differ by:
e region? different bus driver workforces? other busidriver ¢haracteristics?

4, Are there other factors impacting on wages and employmefit conditions of public bus
drivers?

It was agreed with the Ministry that the research wouldiinelude:

o A targeted regional breakdown of the effects 6fPTOM on wages and employment
conditions that primarily focuses on Atickland and Wellington, with some reference to
other areas where there appear; to belsignificant impacts,on bus drivers. These two
regions employ the majority of alhpublic bus drivers and are the two areas where
PTOM is known to have had_ arecent and directimpact on bus driver employment
conditions and wage rates.

o Analysis of the impacts of PTOM may differ across different workforces; and
o Comparison wage-ates/of public transport drivers with a similar cohort (e.g. school or

charter bus drivers);

1.3.  StrutCture 6f this repont

This report is structured asfollows:
o Section 2 provides background and the approach of the research;

o Sections3 sets out overall impacts of PTOM on the public transport sector that are the
key drivers of impact on bus driver employment conditions and wage rates;

o Section 4#presents the impact on bus driver employment conditions and wage rates;
and
o Section 5 identifies areas for further research.

Supporting and additional detail underpinning the analysis and findings are presented in a
companion report.

ALLEN+CLARKE



1.4. Probity

The research team was mindful that all PTOM participants are committed to achieving the highest
standard of probity in relation to the tender process. To maintain the integrity of the process, we,
to the best of our knowledge and ability, ensured that commercially sensitive information is not
disclosed without the full knowledge and authority of the party providing the information.

The research team has drawn on the report commissioned by the Greater Wellington Regional
Council, delivered by research team member Bill McDonald, on the impacts of PTOM in the
Wellington region.3

1.5. Limitations

The research team endeavoured to gather complete information on employment conditions and
wage rates from all the key stakeholders within the eight-week timeframe of the reseatch.-While
it was not possible to negotiate access to data from all the stakeholders/(see Appefdix, 2\for the
list of stakeholders and responses summary), the research team is\confident it secured sufficient
data to conduct a robust analysis. Where there are gaps due to the availability of data, these are
acknowledged along with the perspectives of particular stakeholders.

3 PTOM Impact on Staff - Independent Assurance Review, Final Report, TDM Consulting, 2018; and, PTOM
Impact on Staff - Independent Assurance Review, Supplementary Report, TDM Consulting, 2018
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2. BACKGROUND AND RESEARCH PURPOSE

PTOM was introduced in 2013 with the aim of facilitating innovation and delivering the best
value for money through competitive tendering of public transport services. While changes to
bus service contracts are relatively new, there are early indications that there have been some
improvements in the quality of public transport services without a significant increase in cost.
However, the impacts of PTOM on bus driver employment conditions and wage rates are less
well known. This research specifically focuses on these impacts for bus drivers.

2.1. PTOM Context

2.1.1. Development and implementation of PTOM

PTOM was developed collaboratively by a core working group compri§ing the Ministry;«NZTA,
Auckland Transport, Greater Wellington Regional Council, and, the Bus and Coach Association,
representing most existing New Zealand public transport operatogs, PTOM modified the regime
that had operated under the Transport Service Licensing Act 1989 (TSLA). The establishment of
PTOM was as a result of the government at the time having concerns that invéstment in public
transport had grown rapidly without an equivalent inereasesin patronage.

The new legislation for the planning, procuremefit ‘and”ongoing operation and management of
local public transport services through PTOM was established in the,Land Transport Management
Amendment Act 2013, which came into force on 13 June 203!

PTOM was designed to contribute to the government's ggal'to increase public transport patronage
with less reliance on subsidy. It was developed with fWwe overarching objectives:

o to grow the commerciality#of public transpert’services and create incentives for
services to become fully,commercial,‘and

o to grow confidence that services"are priced efficiently and there is access to public
transport marketsfor competitors.

Under previou§ legislation, public transport services were delivered through a mixture of
commercial and¢Contracted.services. Interested operators were allowed to identify services and
associated fares they would previde on a commercial basis (i.e., with no public subsidy, apart from
reimbursement for carrying Supergold card holders). Regional councils then determined what
other services were neeessary to the public transport network and contracted these through an
open competitive tendering process. This limited the ability of regional councils to provide an
integrated businetwork and led to increased tensions between regional councils and operators.s

Under PTOM, the previous rights for operators to provide services on a commercial basis were
withdrawn, Regional councils, as the contracting authority, are now responsible for determining
the public transport network, segmenting services into ‘units’ and ranking their commerciality.
Councils may then award contracts for units through a mix of tendering and negotiation. While a

4 http://www.transport.govt.nz/land/ptom/
5 Introduction of a new policy framework for bus and ferry public transport services, Cabinet Economic
Growth and Infrastructure Committee Paper, 2011
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proportion of a region’s networké must be subject to tender, councils will be able negotiate the
directappointment of units that have above average commereciality and are performing well under
existing PTOM contracts.

As part of transitional arrangements to PTOM, in recognition of the services previously provided
by operators on a commercial basis, a proportion of units, equivalent to the amount of service
kilometres operated on a commercial basis, were negotiated with incumbent operators - these
are known as 'like-for-like' contracts.

The PTOM provisions led to a new round of bus service procurement in (almost) all regions in the
period 2015 - 2017, with new contracts with the selected operators coming into effect around 12
months after the tendering process. PTOM is now operating in five of the six largest regions
(Auckland, Wellington, Bay of Plenty, Waikato and Otago), providing over 80 percent of bus
services in New Zealand. The earthquake recovery in Canterbury, which accounts for 14 pércent
of local bus services, has delayed the implementation of PTOM. Smaller regions makejyup thé
remaining six percent.

Figure 1: Evolution of public transport contracting environmen1992-201%7

1992 1994 2005 2008 2012 2007

Stagecoach Stagecoach acquires Infratil acquires NZ Bus acquires The il Zealand NZ Bls secures 20 long-
purchases Runcimans Motors the New Zealand Whangarei bus Government term PTOM confracts in
Wellington City public transport opearator Adams announces the Public Auckland and 5 PTOM
Transport along interests of Travelines (pefirafded Transport Operating contracts in Wellington

as NarthBus) Model (PTOM)

with Wellington and
Auckland Raitway's
bus operations

Stagecoach

2008 2009

2012 2013

1992 1993

1983 1998 2006 2009 2013

Stagecoach Stagecoach acquires Infiatil rebr@nds Ms bus  Infratil sells its ‘Slake HorthBus sold to Ritchies
acquires Auckland Yellow opefations BWZ Bus in FullegsiFies © Transport

Eastbourne Buses (Municipal Souter Holdings

Buses operation) and Fullers

Ferries

2.1.2. Outcomes of PTOM to date

PTOM is being gradually introducedsby regional councils and most of the new contracts have only
commenced operations sinee 2016. The contractsiin the two largest areas of Auckland were rolled
out from late 2016 through'to 2017; andfin Wellington most contracts only began in July 2018.

Early indications_of{operations under PTOM, based on regional council reporting to the NZTA
under PTOMnonitoring requikements, suggest there have been some improvements in the
quality of publi€itransport services'without a significant increase in cost.8

PTOM is designed to,fosteryinnovation and encourage greater partnering between regional
councils and operators, While the new Wellington contracts include the introduction of electric
buses in the first’thtee years, which could be a signal of increased innovation, it is arguable
whether thesethave been introduced as a direct impact of PTOM. It is also too early to tell whether
there is more parthering between local government and operators or what the impact on
patronage of bus services is as a result of PTOM.

6 This depends on the region’s size, the overall commerciality ratio of the region’s bus network, and the
region having enough units to support a mix of negotiation and tendering.

7 http://www.nzbus.co.nz/who-are-we

8 Additional information collected through this research project on the impacts of PTOM indicates that
there have been impacts of the PTOM bus contracts (Auckland and Wellington) on service levels, contract
costs and public funding requirements (see section 3).
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The removal of commercial route provisions and the change from net to gross contracts do,
however, appear to have removed a major barrier to entry for new operators, changing the bus
operator landscape. Section 3 provides greater detail on the impacts of PTOM on the market.

2.2. Research approach

2.2.1. Analytical framework to assess impact on employment conditions and wage rates

To understand the context for changes in bus driver employment conditions and wage rates, it is
essential to understand what has happened within the overall PTOM contracting environment
across regional councils. Information collected from regional councils was analysed to
understand:

o How PTOM was implemented by regional councils and in particular the balance.of
“like-for-like” negotiation and tendering of units;

o The level of competition for tendered units and how thatyay,have impacted.the
market;

o Changes to market shares of operators following the transition to PBTOM contracts; and

o The impact on in-service kilometres, contractcosts, and public fundihg contributions.

The overarching analytical framework for producing analyses of ‘the impact on bus driver
employment conditions and wage rates first requirediestablishing a basis for comparison of bus
driver employment conditions and wage rates intorder to make,comparisons across regions and
bus operators.

These steps allowed analysis of overall ‘employment conditions and wage trends pre- and post-
PTOM and specific analysis of changésfin employment,conditions and wage rates across bus
operators (primarily focused on Aucekland and Wellington).

For the purposes of this researchy it is also,important to understand the labour market for bus
drivers more generally. The research team, undertook a high-level scan of the labour market,
which included:

o compating wages withya similar cohort - a brief look at industry pay rates;

o operator approach a sample survey of operators to determine if employment
conditions and wage rates were different for different driver groups; and

o medium/long termstrends in driver pay rates - to establish driver wage levels and
trends.

2.2.2. Establishing the basis for comparison

A basis fog, comparison was built up from information in documents providing evidence of the
employment conditions and wage rates pre- and post-PTOM. These before and after comparisons
enabled similarities and differences between regions, operators and bus driver groups to be
identified. Key components of establishing a basis for comparison included:

° creating of a research database;
o establishing consistent definitions to be used for this research;
o developing a model to evaluate the impact on driver pay of different scenarios; and

ALLEN+CLARKE



o reviewing the roster and shift analysis conducted in Greater Wellington Regional
Council commissioned report.

The research also looked to leverage prior relevant research including union (employee)
perspectives of PTOM impacts.

2.2.3. 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:

° employment terms and conditions for full-time, part-time and casual workers;

° business processes; and

o custom and practice.
This bottom up approach to determine the impact of employment cﬂons on al
worker is based on their employment agreement and status, the S proc uide

implementation of their employment agreement and how they plied in prxfen shown
in Figure 2 below the interaction of these factors determines griv orkinQdit s and pay.

Figure 2: Determinants of bus driver term conditionb

— Agf@(_,nl ,
s

L Aant®
(,ﬂd

The analysis in this research is limited to a comparison of the terms and conditions determinant
through reviewing the collective and individual employment agreements between operators and
drivers across the Auckland and Wellington regions.
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3. INITIAL SYSTEM LEVEL IMPACTS OF PTOM

A key feature of PTOM is that it has resulted in a more competitive market for contracts than
has existed in New Zealand since the ‘deregulation’ of local bus services in 1991. Competitively
tendered contracts under PTOM have typically been contested by around five bidders,
compared to an average of fewer than two bidders (generally including the incumbent
operator) in previous tendering rounds. As a result, operators with cost structures above the
industry norm have been largely unsuccessful in competitive tendering under PTOM.

In both Auckland and Wellington, the previous dominant operator was NZ Bus, which had
provided a major proportion of the total (commercial and contracted) bus services in both
centres. With the advent of PTOM’s new procurement procedures, NZ Bus’s market shar
reduced by nearly half in Auckland and more than half in Wellington.

PTOM contracts and operators and to elicit comments 0 thelr mp
tendering/contracting processes took into account driver en‘k ent condi

rates. It found that, in general, tender evaluation and contract precesses laced considerable
importance on health and safety aspects but did not atte to mandate imum driver pay
rates or other employment conditions.

As part of understanding the wider PTOM contex sis was un%n for Auckland and
Wellington of levels of bus service and of cont@sts before and‘after the PTOM contract
changes. These results indicate that there have quite su@ml increases in the amount
of services operated (particularly in Aueklan th only creases in gross costs. While

sufficient patronage data for the new % acts is no&t lable, it seems likely that there
will be very little change in net pub ding req R

3.1. PTOM approacl'@perator( curement

As noted prev1ously, TOM are now generally procured through competitive
tendering for umts pubhc network Operators of services previously provided

' ere g1 ht to operate an equivalent amount of service through a
negotiated “Li trac unc1ls are also able to negotiate the provision of some other
services with inc

A survey of regional councils was undertaken, to provide compre ive data on
b wage

: PTOM bus contract procurement approaches

Market Share (service km)
Procurement Type Duration
Auckland 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%

In the two largest centres, a substantial proportion of all bus services were contracted with
incumbent operators through the negotiation process. These “Like-for-Like” contracts represent
about 53% of total bus service kilometres in Auckland and about 34% in Wellington. The

10 & .
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remaining services in these centres, and all (or the great majority of) services in the other centres,
have been procured through open competitive tendering.

3.2. Increased competition for tendered contracts

For the first time since the original ‘deregulation’ of local public transport services in New Zealand
(largely implemented in 1991), the PTOM process has resulted in strong levels of competition for
competitively-tendered contracts. This has particularly been the case in the two largest centres,
where open tenders received five to six bids on average. In smaller centres, tenders typically
received three to four bids.

Table 2: Competition for tendered contracts

Tendered Market Bidders/contrac:
Service km
(million)

Auckland
Wellington 9 .8 ~ 5-7
Medium centres (4) 17 &B 2-6
Small centres (6) 12 2.4 2-5
New Zealand Total K 58.;\ -

Where tenders are received from at leas thrt@?ur bid &s\would usually be taken as an

ici d@ resulting contract prices would
t costs y in the local bus service market. It
has meant that, under PTOM, contr@ thave be

generally to operators with rela efficient
other contract requirements% &
3.3. PTOM im@\%ﬂ\ bus 89\ or market shares

ellin the previous dominant operator was NZ Bus, which had
0

In both Auc a
provided a majér proportien of t tal (commercial and contracted) bus services. Following
procurement under PTO“&US has retained a significant, although much diminished, share of

st structures, subject to their meeting all

the operator market ift tres, very largely through its contracts negotiated as part of the
transitional arrange or incumbent operators. It had little success in the competitive
tendering pro er contracts. As a result, the overall market share of NZ Bus in both the
centres has co ably diminished, falling from 61 to 34 percent of total bus service kilometres
in Auckla m 73 to 28 percent share in Wellington.

9 Excludes Canterbury where PTOM has not yet been implemented and Otago, which did not respond to
the survey
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Figure 3: NZ Bus loss of market share in Auckland and Wellington

bachline
2017 2018 2018
61% . ’ 16% ’ 60%
2018 2017 ‘ 2018
36% 0% 28%

NZ Bus’s reduction in overall market share has been to the benefit of othér perato
a large proportion of all contracts in the main centres saw a c peratom,a also the
case for a significant proportion in most of the smaller centres: of the largenoperators in
New Zealand overall have secured contracts in areas where ﬁ};previousl id not operate (e.g.,
Go Bus, Ritchies, Tranzit), thus very much increasing al ‘foot-

Pegional Market Share

Z)Nz2 s G)Nz3 s tranz|t

Table 3: Change in market share (A

1 — Wellington
PTOM | PTOM l PTOM | PTOM

Go Bus “ - -
NZ Bus 33. 4’0 62.8% | 73% | 28.5% - 82.8%
Ritchies / RMTS 38.7% | 11.7% - - - -
Tranzit % | 5.9% - 1% 59.6% | 90.8% -
All others 20.8% 6% 22.4% | 19.1% | 25.5% | 26% | 11.9% | 9.2% | 17.2%

1&\04 100% | 100% | 100% 100% | 100%

.

3.4. views on PTOM procurement and contracting process
Regional cou x surveyed to ask questions relating to the following two areas of the PTOM
tendering cting processes and practices, with an emphasis on aspects relevant to driver

° Contract requirements and tender evaluation criteria, and
° Relevant impacts of the PTOM tendering/contracting process.

Responses to at least some of the questions were received from 11 of the 13 regional councils that
responded to the survey. Table 4 below summarises these responses.

12 [=) .
e ALLEN+CLARKE



Table 4: Summary of RC survey responses to qualitative questions

Specific aspect

Summary of responses

Contract requirements and tender evaluation criteria

Safeguarding previous employment
terms and conditions for driver's
previously staffing same or similar
service

(number or respondents n=1)

The possibility of safeguards was explored in some detail
by Greater Wellington Regional Council, with an explicit
decision being made not to impose such a requirement.

Track record re passenger complaints
and resolution, workplace health and
safety, on-road accidents

Most regional councils include
aspects as part of their quali

Ieasttwo of t ’b
Iatlon %

. Greater Wellington Re Co ncil con
(number of respondents n=9) decided against ass smg vious complain
performance, on asis that the little consistency
between o @ record keeping.
Commitment to paying at minimum  |e Bay of egional Council'included a 'living wage'
'living wage' rate to drivers pr Vi he form ding additional quality points

(number of respondents n=1)

her wage rates to drivers.

E for |tmegt t

Relevant impacts of the PTOM tenderl@

ntracting p

-
Tender bid prices and contract @
(number of respondent\@

ol

@

ional councils consider that the PTOM process had
cernlble effects on this aspect.

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

Driver employment con&

wage rates

(number of res®

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

Hawkes Bay Regional Council thought that their relatively
low contract price probably reflected low driver pay rates.

Greater Wellington Regional Council had good knowledge
of differences in pay rates and structures between its main
incumbent operator (NZ Bus) and other bidders with flat
rate payment structures.

PTOM Impacts on Bus Driver Employment Conditions and Wage Rates
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3.5. Impacts on service levels, contract costs and public funding
requirements

An initial ‘before and after’ assessment of the changes in bus service levels was undertaken. This
assessment included, bus operator contract costs and overall public funding requirements for bus
services in the Auckland and Wellington regions resulting from the implementation of the new
PTOM contracts over the period 2016 - 2018. In interpreting this assessment, it should be noted
that:

o These comparisons are between the bus service levels and costs under the 'old' (pre-
PTOM) situation with those following the completion of the PTOM
tendering/contracting process.

o These comparisons have been made on a consistent basis, to the extent possible. (L

o They cover all bus services contracted by the regional councilssn,the two regi
(excluding 'exempt' services - principally the separate a%@ices in n).

Table 5: Impact on service levels and costs (Auckland Wellington)

Percantage change

Auckland \'/ellington Aggregate
Service kms +32.1% +25%
Service hours +40.6% ° n/a
Peak buses +15.w_o tv Q n/a
Gross contract costs {\66.6% +4%
Gross contract costs / service km % i -8.4% -17%

The impact on service levels a
each region. In Auckland, t
hours, and peak buses,fo
the gross contract ¢

sector, has falle
in patronage

additional expected revenu

Wellington saw only a sm
As a result, the gro

aggregate, onl a

requirements

O

Y%, The incr

=

estimated to more-or-less offset the increase in gross costs.

10 This figure is an approximate estimate only, as sufficient patronage and fare revenue data is not yet

in Table 5 highlights that the changes are quite different in
substantial increase of service kilometres, service

as been
compa small increase in gross contract cost. As a result,
0 e, a common measure of cost efficiency in the bus

inservice levels would be expected to resultin an increase

available to provide good estimates of the demand impacts.

), in the order of 8 - 10 percent in the medium term.1° The

ein service kilometres, but the gross contract costs fell overall.
t cost per service kilometre has reduced by more than 8%. In
mall change (upwards or downwards) in the total public funding
ervices in the two regions combined is expected.
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4. IMPACTS ON BUS DRIVERS

The impacts on bus driver employment conditions and wage rates is directly linked to changes
in the contracting and operating environment. Operators have largely preserved their
employment conditions, with small increases in wage rates. However, these vary considerable
between incumbent and new operators. NZ Bus acquired its bus operations from local councils
and largely preserved employment conditions and wage rates that were in place pre-
acquisition. Effective pay for NZ Bus drivers largely depends on tenure, seniority, and penal
rates. Most of the other operators, in particular the new entrants, tend to have flat wage rates
with no penal rates.

With significant changes in operator market share, some bus drivers working for incumbent
operators either need to move to new operators or leave the industry. Consequently, the impact
of PTOM on bus driver employment conditions and wage rates varies,by region and largely
depends on whether bus drivers remain with the same operator, moveé to a new @perator, or
leave or enter the industry.

o In Auckland, drivers who move from NZ Bus to another eperator, (except Birkenhead
Transport) will typically be worse off under PTOMwhen seniority and cancelled days
off are factored in. Drivers who remain with\the same operatorfare not impacted with
the introduction of PTOM.

o In Wellington the outcome for driversiis mixed. Wages and)employment conditions
for drivers who remain with the incumbent operatoriare unchanged, though operator
practices are likely to be adjusted in apost PTQM énvironment, impacting on the take-
home pay that drivers receivé. The impact 6m deivers who move to Tranzit from NZ
Bus (Go Wellintgon) depends onrtheir tenure:

- Drivers with less_thaf five years*senvice are likely to be better off under a
Tranzit agreement;

- Drivers with' bétween five-and,ten years-service are dependent on the practices
of the incumbent NZ'Busiin a post PTOM environment; and

- Drivérs/with ten of more years of service are worse off.

o In othier regional €ouncils, the operating environment prior to PTOM was flat-rate and
low-cost, with almost all hours paid at the same rate. It is therefore unlikely that
drivers will be affected by the move to PTOM.

4.1. Natiohal Context

4.1.1. Bus Driver Wages

Entry level bus drivers usually start on $17 per hour, while experienced drivers can earn up to
$23 for ordinary (non-overtime) hours worked. The main findings from our analyses of
movements in bus driver pay rates for our sample of operators over the period since 2005
(excluding any significant effects of the recent PTOM tendering) indicate:

o increases of around 1 percent per annum or more, relative to the Consumer Price Index
(which reflects the costs of goods and services in the NZ economy as a whole);
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o increases of less than 1 percent per annum relative to Labour Cost Index (an index
representing labour cost movements in the wider motor driver sector); and

o some small reductions, but well under 0.5 percent per annum and particularly in the
later part of the period, relative to Average Hourly Earnings (an index of average hourly
earnings in the economy as a whole). This is represented in Figure 4 below.

Figure 4: Bus driver wages 2005-2017 adjusted by average hourly earnings (December 2017 prices)11
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520

518

$16

514

$12

Section 9(2)(b)(ii)
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In general, driver wage rates are aboye the statutory minimum hourly wage.12 Of the operator
pay rates that were reviewed, thyéé are-Significantly abeve the 'living wage', two are very close to
this figure, and the remainingseven.are significantly below this figure. The average wage rates by
region are presented in Table 6 below.

Table 6: Averiage bus driver wages by region

Q™

Hamilton [ ] [ I [
Napier NU B [ ] ] [
Dunedin \ N B B [ ] [
Christchurch X\ [ ] [ I [ ]
WeIIington_ Y [ ] e ] [
Auckland o B ] ] [ ]
National Average ] e I [
Section(9)(2)(b)(ii)

11 Selected operators
12 Employment conditions and wage rates for post-PTOM agreements that were reviewed for this research
are all above the minimum wage following its increase in April 2018. This is presented later in this report.
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A more detailed description of the work undertaken to establish the basis for comparison in
Appendix 7.

4.1.2. Bus driver employment conditions

Employment contracts for bus drivers fall into two broad categories:

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 and additional rights and
benefits and non-standard employment conditions. Take home pay in these agreements
is dependent on business process and rules as well as custom and practice (e.g. the
practice of allocating overtime shifts).

o Relatively straightforward contracts with a flat hourly rate, minimal penal rates and
other statutory based entitlements. Only business process andsules affect take home
pay under these agreements.

Each agreement is founded on the history of the business, reflecting the undenlying<business
philosophy of the operator and shaped by unions. Operators that had acquired existing bus
operations from local councils had largely preserved the employment terms‘and conditions that
were in place pre-acquisition and tend to be complex, rewardifig tenure and providing penal rates.
New entrants to the public transport sector bring the agreements they=have in place for their
charter services that typically relatively straightfofward*with flat rates.and minimal penal rates.

For the majority of operators with a progressive, the’scale only‘applies to the first 6-12 months of
employment, recognising this is typicallyaa training peried, @ftet which bus drivers are paid a flat
rate that does not increase with tenure.(Only, Birkenhead TranSport in Auckland and NZ Bus (Go
Wellington) in Wellington operate a gruly progressivescalesthat recognises tenure.

A number of Auckland's incumbent, operators_dppear’ to have attempted to renegotiate their
collective agreements before pidding for a PTOM centract. From the information received for this
research, it would appear that(this resulted in a strongly negative response from the unions and
did not result in widespread'change(to(terms and conditions. Therefore, the agreements have
transitioned to the néewPTOM environmentintact (i.e. there is little noticeable difference between
a pre-PTOM and post=PTOM agreéments 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@nd conditions. Table 7 below presents employment conditions for the
major operators in Afickland and Wellington.
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Table 7: Comparison of employment conditions between major Auckland and Wellington operatoys

NZ Bus Go Bus NZ Bus NZ Bus ‘ Tranzit
(Auckland) (Auckland) (Go Wellington) (Valley Flyer)

Agreements

Benefits

Costs

Disciplinary

Hours

Incentives

Leave

Section 9(2)(b)(ii
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Retirement

Service

Superannuation

Uniform

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

o

N

Tranzit

|

\—

Section 9(2)(b)(ii)
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4.2. Modelling bus driver wages

Given the differences in employment agreement structures between operators, it is necessary to
model the Effective Hourly Rate of bus drivers for each operator. This is a calculated rate derived
from total pay for the period, including hourly base rate adjusted for tenure and penal rates,
divided by the number of hours worked in that period.13 A model was built in order to determine
how various operator conditions and wage rates compare. The scenarios modelled were:

o Scenario A - Weekday ordinary hours: 40 hours working Monday to Friday.

o Scenario B - Weekend ordinary hours: Scenario A modified to include working on
either Saturday or Sunday.

o Scenario C - Overtime: Scenario B plus working 8 hours overtime to make up a 48-hour
working week.
o Scenario D - Cancelled Day Off: Scenario C plus working on a day a driver is rostexed off

to make a 56-hour working week.

While a driver may work one of the above scenarios in any given week, it is expected that over a
period a time, drivers would work an assortment of these,seéenarios impacting on annual take-
home pay. For this reason, comparison is best done on‘effective hourly rates. Figure 1Figure 5 and
Figure 6 below provide an overview of the Average Effective Hourly Ratefor each of the scenarios
above for operators in Wellington and Auckland.

Figure 5: Average Effective Hourly Rates in Greater@Wellington Region

Uzabus

Tranzit (Hutt)

Mana

NZ Bus (Valley Flyef}

Tranzit (Wellington)

NZ Bus (Go Wellington)

0100 5.00 10.00 15.00 20.00 25.00

Values . e
Section 9(2)(b)(ii)
Average of Base Rate Average of Effectively Hourly Rate (Weekends)

Average of Effective Hourly Rate (Overtime) M Average of Effective Hourly Rate (CDO)

13 In ideal circumstances, the effective rate would include shift allowances but without additional
information from all operators it was not practical to include these in this analysis
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Company +¥

Figure 6: Average Effective Hourly Rate in Auckland

RMTS

Pavlovich

Ritchies

Go Bus

Howick & Eastern

Birkenhead

NZ Bus

0.00 5.00 10.00 15100 2000 25.00
Values

Section 9(2)(b)(ii)

Average of Base Rate Averagelef Effectively Hourly Rate (Weekends)

Average of Effective Hourly Rate (Overtime) B Average of Effective Hourly Rate{CDO)

As can be seen from the figures above, in both"Auekland and Wellington, the impact on drivers
moving from NZ Bus to another operator depends on the btiSinesses process and rules and the
custom and practice for allocating overtime,and cancelledvdays/off.

4.3. Key Findings

4.3.1. Operator market.shares impacts«@n bus driver employment

PTOM has had a significant impact,en,the market share of incumbent operators. This has
fundamentally changed the public bussetnvices contracting and operating environment. As a result
of the significant reduetion in market share (and therefore a need for fewer drivers), some bus
drivers working, for incumbent operators either need to move to new operators or leave the
industry altogether.

It is not possible to accurately estimate the impact on total bus driver vacancies by operator pre-
and post-PTOM s, semé operators did not participate in the research. Given the increase in
network servi€ekilometres and hours in Auckland, an increase in bus driver opportunities may
be expectedmAstwage rates for bus drivers are higher on average than other service industry
sectors (e.g. hospitality), this likely opens up opportunities for individuals to embark on a new
career.14 Thesimpact on total opportunities in other regions is expected to be less than in Auckland.
In the absence of the incentive structure of penals, drivers may choose to not work additional
shifts resulting in the need for additional drivers to cover rosters. Table 8 below provides an

14 It is worth noting here that ride-sharing service drivers present a ready supply of partly-qualified
drivers, considering their P-endorsement
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overview in the change of staff numbers by operator, noting that only partial data for NZ Bus was
available.15

Table 8: Change in operator staff numbers

2017 staff 2018 staff
Auckland
Howick & Eastern 209 180 -29
RMTS 56 185 +129
Pavlovich 150 150 -
Ritchies 175 255 +80 }
Go Bus 215 290 @

NZ Bus n/a @ an
Hamilton ‘ \ -
Go Bus 120 h& 167 +47
Greater Wellington Region'® é{)

NZ Bus (Go Wellington) 340 200% -140
NZ Bus (Valley Flyer) 1%0 & -140

«
Uzabus 0 4@‘:&0 +30

Mana 40 30 -110

Tranzit 7~ 0 ‘ 360 +360

4.3.2. Impact on drivers @nging op( r

Ritchies/RMTS and Go ed ma @ et shares in Auckland, while Tranzit gained a major
market share in W n. G1ve e impact on drivers is analysed below from the
perspective o ovmg a ncumbent operator to one of these operators.

In Auckland, theyAverage We ourly Rate for NZ Bus drivers when cancelled days off are
factored in was 51gn1f1ca er. On the assumption that an average driver completes one of
each type of shift over t}}—x’%d of 4 weeks,!7 a NZ Bus driver moving to any new operator (except
Birkenhead Transpo t) ways worse off.

Similarly, in n a driver moving from NZ Bus (Go Wellington) is worse off, though the
dlfferenc vv zit is minimal. Meanwhile, drivers moving from Uzabus, Mana, and NZ Bus
(Valley F 1l always be better off with Tranzit.

15 Data for NZ Bus in Wellington was obtained from third-party sources

16 Staff numbers for the Greater Wellington Region were agreed by the operators pre-PTOM as a good
indication of the expected change in numbers. Actual numbers post PTOM have not been sourced, though
the Tramways Union has confirmed that the number of redundancies at NZ Bus (Go Wellington) and NZ
Bus (Valley Flyer) were closer to 120 each.

17 In the absence of roster data this assumption allows for some level of comparison.
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A more detailed model was built for the earlier Greater Wellington Regional Council-
commissioned report that included analysis of wages and employment conditions that could be
monetised to allow Unions and Operators to establish a baseline of the NZ Bus rosters and shifts
for comparison to the offer made by Tranzit. While this level of analysis has not been undertaken
for this research, the Greater Wellington Regional Council report has been reviewed. Based on the
conclusion of this analysis, the expected impact on NZ Bus (Go Wellington) drivers moving to a
Tranzit agreement is as follows:

o Drivers with less than five years-service are likely to be better off under a Tranzit
agreement;
o The impact on drivers with between five and ten years-service will depend the business

practices and culture at NZ Bus in a post PTOM environment; and
o Drivers with ten or more years of service are likely to be worse off.

The impact on individual drivers depends on the business processes andrules and the.customyand
practice at NZ Bus (Go Wellington). Drivers with longer tenure have/beth:higher basic wage rates
but are also more likely to be allocated more lucrative shifts in¢cluding overtime,and=¢ancelled
days off.

Without additional information on the impact on individual'drivers at NZ Bas (GeWellington) 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.

In other regions, the operating environment prior to/PT'OM was predominantly flat-rate and low-
cost, with almost all hours paid _atythe same ratey It#is unlikely that drivers will be affected
significantly by the move to BPTOM:!

4.3.3. Comparing Wages with a similar cohort (e.g., school or charter bus drivers)

The research included brief review of bus industry pay rates and whether there are significant
differences by the.role or type of bus driver in order to understand whether it was possible to
compare urban‘bus driver Wages and conditions with school or charter bus drivers as a cohort.
There wasn’t a clear basist6)compare based on type of bus driving (i.e. school bus, charter, urban
bus), rather a mix of approaches by operators. Some bus operators pay by qualifications and
experience, and som¢ pay differently by driver role/type. Pay is also influenced by region. It was
therefore not possible t6 conduct this type of comparative analysis.

In terms of ffidustry pay rates the research found that:

o Entryslevel bus drivers usually start on $17 per hour. Experienced bus drivers can earn
$23 per hour in Wellington. With the minimum wage increase to $16.50 per hour from
1 April 2018 it is expected that the starting rate for new bus drivers will rise and this
will have a knock-on effect on starting rates and relativities through the entire driver
pay scale.

o By way of comparison, the ‘Living Wage’ was set at $20.20 per hour on 1 July 2017. This
represents 40 cents increase on the 2016/17 rate in line with the average movement in
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wages. The Living Wage rate is set by the Family Centre Social Policy Research Unit in
the Hutt Valley.

° These figures compare to New Zealand Household Labour Force Survey average hourly
earnings of $29.62 and median hourly earnings from wages and salaries of $23.49.
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5. OPPORTUNITIES FOR FURTHER RESEARCH

5.1. Impact on Business Processes and Rules and Custom and Practice

The analysis in this research is based on the data available at the time and is confined to the
employment terms and conditions. The analysis did not identify any in-depth impact of PTOM on
operator processes, due to time constraints and that some operators declined to participate in this
research. Some conclusions have been drawn relating to the Wellington region as a result of the
earlier Greater Wellington Regional Council-commissioned report. However, these are largely
speculative as the timing of that analysis occurred in advance of PTOM and actual processes had
not yet adjusted to the new environment. This would merit further research.

5.2. Working conditions and Health and Safety

There were some concerns raised during the research from unionS that general werking
conditions of bus drivers are being eroded (e.g., with requirements to'work loriger hours; more
split shifts, reductions in breaks) and that both public and driver safety (with an increase in crash
incidents) is starting to be compromised as a result of PTOM#These concernsjwhile outside of the
direct scope of this research may require further independent exploration.

5.3. Post-evaluation of PTOM

The impact of PTOM on service levels and costs can already be,assessed to a certain degree as has
been done in this report. This is limited, only to service ‘kilometres and gross contract costs
however and does not reflect the additional changes #o the network from the introduction of
larger and double-decker buses. Thére’is an opportiinity to deepen the assessment of impact in
these dimensions with more time’and agreater patrtnership approach with operators. This would
also enable an analysis on chafiges«n the employment market for bus drivers.

In addition, there is curréntly wo evidence:-base to assess the impact on ridership and farebox
revenue from the significant‘changes,in‘the operator environment as a result of PTOM. As new
contracts are still being introduced throughout the country, including the Wellington contracts in
July 2018 anddfurther*Auckland‘eontracts beginning operations in December 2018, it is too early
to collect reliable informatién to conduct robust analysis. There is a balance to be struck between
the phased introduction ofycontracts and the time elapsed from the beginning of operations.
Attribution to PTOM will diminish over time and it is therefore appropriate to set a deadline by
when the evaluationfmustistart. Following twelve months of operations, sufficient reliable data
should be available'toassess the impact on ridership and farebox revenue. For this reason, it may
be appropriate‘to eonsider commissioning a post-evaluation in July 2019 as this would enable
data to be'included from:

o At'edst twelve months of data for many Auckland contracts
o Twelve months of data for Wellington
o A variety of timeframes from other regions.

In order to contextualise that evaluation, developing a robust baseline is necessary. NZTA is
already collecting a number of data points that will be relevant and it is timely to review this to
ensure that it addresses all the dimensions that may be relevant to a post-evaluation.
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