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Section B.
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CHANGES IN THE UK BUS MARKET

The UK bus industry has undergone radical change

in the past 30 years. For much of the 20th century,

the industry was heavily regulated with most local

bus services provided in the public sector by local
councils. This all changed in the mid 1980s when 5
local bus services were deregulated. This policy,

which saw the removal of many barriers to entry,

resulted in significant growth of the private sector

with many new, privately owned bus companies

setting up across the country. 10

Whilst this marked a significant departure from what

had previously been the case in the industry, with

newly emerging private firms aiming to maximise

profits, the government still continues to play a

role in the industry. Government support can take 15
different forms which include grants and support for
innovative transport schemes and also fuel subsidies
which are paid to operators of local services (the ‘Bus
Service Operators’ Grant’), see Fig. 1 (on page 4).



FIG. 1 — ESTIMATED BUS SERVICE OPERATORS’ GRANT
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CAMBRIDGESHIRE GUIDED BUSWAY
OPENS TO PASSENGERS

A long-awaited guided busway began carrying
passengers on routes through Cambridgeshire in
Autumn 2011. The route, which includes 13.3 miles of
guided concrete track along a disused railway line,
is believed to be the longest in the world. It is hoped
that the busway will ease congestion on local main
roads and provide an alternative mode of transport
for people living in the area.

However, the £116.2m busway has not been the
quickest, or easiest, of projects to deliver. Funding for
the development of the busway was granted by the
Department of Transport in 2001. It was expected to
open in Spring 2009, but had been troubled by delays
and financial disputes between the County Council
and the original contractor.

Opinion as to the impact of the scheme is divided.
One local resident claimed that it would be good

for his business as they would no longer be in ‘a
remote village location’. In contrast, one group which
had campaigned against the busway said that they
remained ‘utterly convinced’ that it would make no
difference to traffic levels on the local main roads
and that it would definitely increase traffic levels in
Cambridge city centre.
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SECTION A

Answer ALL parts of the question in this section.

1 (a) What is meant by the term ‘barriers to entry’?

[1]




(b) Apart from profit maximisation, state and explain
THREE other objectives which a firm in a transport
market may have.

1

[6]



(c) (i) Using Fig. 1, compare the changes in the Bus
Service Operators’ Grant received by bus firms
in London to those in the rest of England.

[2]




(i) Using a diagram, explain the impact of
subsidies paid to producers, such as bus
operators.

[3]




(d) (i) Comment on the extent to which local bus
markets in the UK are oligopolies.

[5]
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(ii) Discuss the effects of a rise in competition on
the level of efficiency in a transport market. [8]
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SECTION B
Answer ONE question from this section.
2 (a) Analyse the reasons why traffic congestion is an
example of market failure. [15]
(b) Discuss the effectiveness of indirect taxation

on fuel as a method of solving market failure in
transport. [20]

3 (a) Analyse the reasons for the growth in rail
passenger numbers in recent years. [15]

(b) Discuss whether or not rail privatisation in the UK
has been a success. [20]

4 (a) Analyse, using examples, what is meant by a
‘sustainable’ air transport policy. [15]

(b) Discuss whether or not the government should
expand the road network in the UK. [20]
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SECTION B
Question No.

Start your answer to part (a) here
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Start your answer to part (b) here
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END OF QUESTION PAPER
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ADDITIONAL ANSWER SPACE

If additional answer space is required, you should use the
following lined page(s). The question number(s) must be
clearly shown in the margins.
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