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• The philosophy that underpinned government intervention 

in the bus industry was fi rst formally outlined in 1919 by Sir 

Eric Geddes. This philosophy was progressively implemented 

during the 1920s and 1930s. 

• From 1930 bus operators required a service licence. This 

remained in place for 55 years, and the adverse consequences 

of this constraint on market entry and competition are still 

with us.

• As the government intervened more, cartels were reinforced 

and economic rationality in pricing and management was 

jettisoned. The railways were favoured by policy-makers and 

the growing potential for transport by road was not properly 

understood. Coordination of services by central direction 

replaced coordination using the price mechanism.

• From 1947 to the late 1960s the bus industry was gradually 

taken into state ownership. A steep decline ensued, 

encouraged by the use of ‘average cost pricing’. Routes that 

did not cover average costs but which nevertheless covered 

marginal costs and made a contribution to overheads tended 

to be over-priced and would often be shut down. 

• From the late 1960s onwards, local authorities used their 

powers to subsidise the bus industry. Having lost the 
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principle of marginal cost pricing, the bus industry then lost 

any incentive to control costs at all.

• The 1979 Conservative government liberalised some aspects 

of long-distance coach travel and freight haulage. This was 

accompanied by some privatisation.

• The 1985 Transport Act led to the privatisation of the 

National Bus Company, the gradual privatisation of 

municipal bus operations and the replacement of licensing 

with the registration of bus services. 

• Theoretically, the replacement of licensing with registration 

removed the impediments to competition and innovation. 

Many benefi ts fl owed from this, but the market was slow 

to react. Over time, the bus industry responded to the new 

environment, in many places showing considerable growth.

• The latest government intervention, the Transport Act 2000, 

is a monumental intrusion into the freedom of transport 

management in Britain. Quality contracts reopen the 

possibilities for substantial regulation and control by local 

authorities. Franchise, or ‘competition for a monopoly’, is a 

likely outcome. The new situation makes it likely that many 

local authorities will put the needs of buses second to the needs 

of grandiose, expensive and impractical tramway schemes.

• UK government regulation is reinforced by regulation from 

the European Union. The clock has been turned back and 

we need to return to the principles of the 1985 Transport 

Act. A welcome development, though, is the fact that road 

pricing is fi rmly on the political agenda. If road space is not 

properly priced, buses face a competitive disadvantage and, 

furthermore, local politicians feel a need to intervene in the 

allocation of scarce road space. 


