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INTRODUCTION

1.
The Scottish Council for Development and Industry is an independent membership network that strengthens Scotland’s competitiveness by influencing Government policies to encourage sustainable economic prosperity.  Its membership includes business, trades unions, local authorities, educational institutions and the voluntary sector.

2.
Having responded to all recent Scottish ferry consultations, including “Delivering Lifeline Ferry Services in the Highlands & Islands – Meeting EU Requirements”, SCDI now welcomes the opportunity to submit a response to the consultation on “Proposals for Tendering Clyde & Hebrides Lifeline Ferry Services” incorporating the “Draft Invitation to Tender”.

SUMMARY OF RECOMMENDATIONS

· Reference in the consultation to lifeline services is interpreted as a commitment to their

protection.

· The fundamental principles are reliability, safety, security and affordability.

· What constitutes affordable needs to be examined.

· The lowest tender policy lessens the capacity for reducing prices.

· Policy that successful tenderer will be the one requiring lowest financial compensation

requires adjustment.

· Decision to tender current network as a whole is welcomed.

· Successful track record of CalMac should be considered.

SUMMARY OF RECOMMENDATIONS (cont’d)

· The creation of VesCo and OpsCo is the way forward.

· Establishing VesCo should facilitate modernisation of the fleet.

· Inclusion of mainland to mainland routes is welcome.

· Carriage of vehicles without subsidy should be included in the new contract for the Gourock

to Dunoon services.

· Integrated transport should be developed through Traveline and Transport Direct.

· Efficiencies should be pursued to reduce current price levels at the outset of tendering regime.

· Cost reductions due to efficiencies should be passed on to service users and operators.

· Services must be capable of coping with peak periods.

· Continuation of the CalMac livery and logo is opposed.

· Co-ordinating timetables is vital.

· Performance Regime is welcomed but back-up scheme of 7 days requires improvement to 48

hours.

· Users’ Charter should be implemented immediately to address current poor standards in

 passenger facilities.

· Flagging of VesCo vessels in UK very welcome

THE TENDERING PROCESS

3.
To assist in discussing the issues with member organisations in the social and business communities, SCDI records here relevant factors relating to the tendering essentials and the consultation process:

4.
It is accepted that competitive tendering is a pre-requisite to comply with EC law in protecting the lifeline services being considered, and to ensure that they continue to obtain subsidy from The Scottish Executive.

Timescales

5.
It is recognised that the current draft timetable for tendering includes the following key targets:

End of September 2002


Close of proposals for tendering consultation

End of September 2002


End of service specification consultation period

Winter 2002/03



Decisions made in response to consultations

Early 2003



VesCo.  Vessel owing company established

Mid 2003



Invitation for technical bids

Autumn 2003



Invitation for costed bids

End 2003



Preferred bidder chosen

September 2004



Target handover date

MAINTENANCE OF LIFELINE FERRY SERVICES

Commitment and Fundamentals

6.
Reference in the consultation document to the Clyde and Hebrides Ferries as lifeline services is acknowledged by  SCDI as a firm policy and commitment by The Scottish Executive to the protection of the services for the economic stability and social well-being of the communities they serve.

7.
Also acknowledged are the fundamental principles around which the ferry services are to be operated, i.e. they are to be reliable, safe, secure and affordable.

The Lowest Tender Policy

8.
The over-riding principle must be safety, as before.  In this regard, SCDI remains concerned with the on-going policy that “the successful tenderer will be the one who requires the lowest financial compensation".  Apart from the fact that the lowest priced tender may not be the best value for money, there may be a possibility in following this doctrine that safety could be compromised.

9.
It is also vital that no elements are omitted in the contract tender to reduce costs which would endanger security in long-term sustainability.

10.
As far as prices for the traveller and for freight are concerned, what constitutes “affordable” needs to be examined as the social and business communities involved may not agree with the consultation’s proposals that service prices are initially to be based on current levels.

11.
The competitive tendering process could have presented an opportunity to lower fares for passengers and prices for freight at the Invitation to Tender stage.  However, the recorded policy that the lowest tender will win the contract, effectively lessens the tenderers’ capacity to allow for reduced prices when calculating their external financing limit.

12.
For the foregoing reasons, SCDI recommends the removal of the “lowest tender” policy from the Invitation to Tender document or at least the inclusion of a commitment for flexibility and consideration in any proposals for lowering service prices.

The Current Structure and Expertise

13.
To maintain the long-term stability of these lifeline services, SCDI welcomes the decision to tender the current Caledonian MacBrayne network as a whole.  Utilising this tried and tested network will retain the great benefit of economies of scale, while the existing availability of vessel transfer between routes as required will be preserved.

14.
Considering these essential attributes and the other efficiencies built into the CalMac structure over many years experience in the rigours of west of Scotland waters, SCDI calls for the successful track record of CalMac to be given special consideration when the new contract is being awarded.

15.
The invitation to CalMac to tender as the operating company for the new contract provides the comfort of assurance that the necessary levels of expertise and local knowledge will be included in the tendering process.

PROPOSED OPERATING INFRASTRUCTURE

16.
SCDI considers that the restructuring of CalMac Ltd into a publicly owned vessel owning company (VesCo) and, during the transitional period until the new contract begins a publicly owned operating company (OpsCo), are the ways forward for the successful introduction of the new competitive tendering regime in the west of Scotland.

17.
In the medium tern, the creation of VesCo should facilitate the modernisation of the Clyde fleet.  SCDI, therefore repeats here previous recommendations for the introduction in the longer distance routes in the inner Clyde of fast craft capable of travelling at  over  33 knots.  With  regard  to 

PROPOSED OPERATING INFRASTRUCTURE (cont’d)

the Gourock to Dunoon route, considering the short distance involved and the technical aspects, SCDI recommends modernising the services through the introduction of medium speed catamaran craft capable of 24 knots, which would provide a 15 minute travel time with a turnaround period of 5 minutes.

18.
In the long term, through the VesCo ownership of vessels and piers and harbours, a similar modernisation should be expected in all Clyde and Hebrides ferry services as the appropriate technology develops.

THE SERVICE STRUCTURE

Approved Routes

19.
SCDI welcomes the agreement that the existing services provided by CalMac are to be approved routes under the new competitive tendering scheme, which will include the current two “out of undertaking services”, and is pleased to see the opportunity taken to introduce additional services to be incorporated into the minimum route network, along with two new vessels coming into the VesCo fleet.

Mainland to Mainland Routes

20.
The ruling that CalMac’s current mainland-to-mainland routes, Tarbet to Portavadie and Gourock to Dunoon, should be included with the full structure as qualifying for Public Service Obligation and therefore subsidy is very welcome.

Gourock to Dunoon Services

21.
However, disappointment is expressed with the decision to provide a passenger only facility replacing the present CalMac passenger and vehicle service from Gourock to Dunoon.  Although it is recognised that this reflects the current EC ruling that disallows the provision of a PSO while a competitive service is operating the route, SCDI urges that consideration be given to how vehicles may be included, without subsidy, in the forthcoming new service.  As the route is the busiest of the west of Scotland ferry services, perhaps costs can be contained if the costing of vehicle carriage is built into the calculations in the Invitation to Tender process along with the creation of VesCo as the procurer of new vessels.

22.
The dual facilities for passengers and vehicles are important features in the level of service needed by the communities and are currently working well with the present two operators.

Integrated Transport

23.
Included in the many advantages of the Clyde and Western Isles ferries being tendered as a single bundle is that this facilitates the development of Integrated Transport.  SCDI recommends that this concept, including all modes of transport, is now pursued actively towards realisation.

Draft Service Specification

24.
SCDI disagrees with the proposals in the Draft Service Specification that passenger fares and vehicle and freight prices are to be based, as the starting point, on the existing price structure, to be adjusted to reflect changes in the Retail Prices Index.  Although it is acknowledged that the proposed structure identifies maximum fares to be allowed, the opportunity should be given to tenderers to pursue efficiencies to reduce current price levels at the outset of the new competitive tendering regime.

25.
It is important that cost reductions due to efficiencies developed in the new system are passed on to the operator as incentives and to the users of the services in lower fares and prices.  The current clawback proposals should be modified to allow incentive and initiative.

THE SERVICE STRUCTURE

Draft Service Specification (cont’d)

26.
SCDI is comfortable with the proposed prescriptive approach whereby the operator, as a minimum, must preserve the current service arrangements in both winter and summer.  In this regard, it is vital that services are capable of coping with peak periods and special occasions, and not geared to what statistics show as average demands.

27.
SCDI is uncomfortable with the proposal that the contract winner should operate the vessels under the existing Caledonian MacBrayne livery as this would not be attractive to potential operators, would reduce a new operator’s sense of ownership and pride in the fleet while diminishing a commitment to the contract and service provision.  Although the CalMac name is synonymous with west of Scotland ferries and is rightly highly regarded world-wide, an imaginative name is required to herald the introduction of the new west of Scotland ferry structure, even in the event of CalMac winning the contract.  If this materialises, SCDI would not recommend the continued use of the name CalMac OpsCo which should only be used in the transitional phase.

28.
It is noted that VesCo will have an obligation to provide a relief vessel for the Northern Isles services.  It is important that this commitment is written into the contract in such a way that the quality of the Western Isles services is not diminished.

29.
No detail is attempted in this response relating to timetables but SCDI acknowledges the comprehensive recommendations in the consultation document, and is aware that local authorities and communities are making full submissions on these vital aspects of the services.

30.
In this regard, SCDI calls for the co-ordinating of timetables and the most effective measures possible in developing an integrated transport system.  The inclusion of Traveline, the creation of which will provide a multi-modal public transport information system, into ferry service proposals is an important step.  The longer-term plans for Transport Direct – all modes UK and worldwide – are also significant.  SCDI urges that these two initiatives are developed rapidly in a renewed drive for progressing integrated transport.

31.
The introduction of a prescribed Performance Regime is welcomed.  SCDI would add that, to safeguard standards of reliability and punctuality, targets should be tough but achievable and should operate on an individual route basis.  Discussion with member organisations and communities alert SCDI to the fact that, in the event of any disruption to a service exceeding 24 hours, other than causes such as adverse weather conditions, should result in the provision of a back-up service within 48 hours rather than the seven days stipulated in the consultation document.

32.
The proposal to initiate a Users’ Charter in due course to supervise shore and on board standards, including the conduct of staff, is desirable but this function should be implemented immediately as part of quality assessment procedures in the Draft Service Specification.

33.
For example, examination of passenger facilities throughout the network will identify some poor standards and, therefore, a need by VesCo to introduce an early upgrade investment programme.

34.
Confirmation in the service specification that VesCo’s vessels will be flagged in the UK when leased to the operator is welcomed by SCDI.

CONCLUSION

35.
In submitting this consultation response, SCDI urges the Scottish Executive Development Department to continue to listen to the local communities involved in identifying their special needs during the consultation process on what SEDD has rightly termed lifeline services.

36.
The fundamental principles are the reliability of the services, the safety of passengers and crew, the security of long-term sustainability and affordability for passengers and freight.  In progressing this new competitive tendering scheme, the over-riding principle accepted by all is SAFETY.

The Scottish Council for Development and Industry

September 2002
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