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Culpeper County, Virginia


Procurement Department
101 S. West Street, Suite 300
Culpeper, Virginia 22701
Privatization Analysis of School Bus Management Services
INTRODUCTION

Culpeper County schools projected a total enrollment of nearly 8,000 for fiscal year 2010.  With the Counties increase school population growth, the County must insure adequate, and safe busing commutes to and from school property.  Similar to other county school systems one of the major concerns is the expenditure of new buses, drivers, maintenance, facilities, and waste management to comply with state regulations.  Currently the 2009 fiscal year budget for school transportation is $2,825,464.
Understanding the importance of budgetary constraints and the fluctuating school population, the Culpeper County Administrator requested an inquiry concerning the options, advantages, disadvantages and the possible cost savings that could be obtained by privatizing student transportation services.  This report summarizes the findings.

METHODOLOGY

One of Culpeper County Schools strategic operating objectives is not to be caught between limited resources and increasing demands for services. One way to do more with less is outsourcing or privatizing student transportation services.  Outsourcing transportation can or may not have a cost effectiveness to help the County School Board hold down costs while maintaining a high level of safety and control over the bus fleet.

Culpeper County School Board should evaluate the possibility of privatizing its student transportation services.  An assessment of the current overall transportation expenditures will provide a general starting benchmark.  Without such an assessment there is no assurance that student transportation services are being provided in the most cost-effective manner.  The feasibility of outsourcing a school bus management program cannot be evaluated at this time because information is lacking for an informed decision.  Obtaining this information would require time-consuming review of files to extract the information required.  Examples include identifying the life cycle cost of a school bus, counting the number and cost of breakdowns, and creating reliable data on bus driver turnover.  These are all factors affecting the overall cost of operation.  Such information should be available to make possible a comparison of the schools actual total costs with the projected total costs of any private vendor making a bid to provide students transportation services.  

The annual budget is of limited value in analyzing and controlling cost since it cannot be used to assess expenditures.  In cannot answer some important questions about student transportation cost or the factors that influence those cost.  In order to obtain this type of information, cost and management information must be linked.  For example, while the budget can be used to identify total staff cost, additional information is needed to analyze the staff costs in connection with a given activity, such as repairing a school bus, responding to a breakdown, or driving a bus on a school activity trip.  The budget alone is insufficient because it does not include information on the time required to perform these tasks, nor does it identify which staff persons are involved.

If Culpeper County School Board wishes to successfully privatize some or all of their student transportation services the following steps below must be identified.    Privatization literature and student transportation experts have identified several steps needed to successfully privatize student transportation services:

· Determine the full cost of student transportation.  To make an accurate assessment of whether privatization would save costs, Culpeper County School Board must determine the full cost of in-house services, including the cost of buses and facilities, depreciation on these assets, and administrative overhead costs.  This information is needed when comparing the costs of in-house student transportation services to the costs of contracted services.

· Determine transportation needs.  The School Board needs to identify the services they currently provide and whether it would be advantageous to privatize these services, and determine which student transportation activities currently provided in-house (e.g., transporting regular education students, maintenance, etc.) should instead be privatized.

· Determine if local market is competitive.  If there are an insufficient number of prospective bidders, privatization may not generate enough competition to produce price advantages.  In addition, a successful bidder may face few incentives from the non-competitive market to perform a competitive bid.

· Draw tight contract specifications.  The School Board must execute a contract that is comprehensive, covering all the services to be provided by the contactor.  In addition, a contract should contain incentive clauses that encourage contractors to find ways to reduce cost while maintaining high quality services.  Conversely, if a contractor’s performance is not adequate, the contract should allow the School Board to levy penalties against the contractor.  The School Board should also incorporated provisions into their contacts for buying back buses at market value if they wish to resume in-house services.
If the Culpeper County School Board should implement a privatize bus management program, the School Board should also educate their transportation staff about privatization proposals and how these developments will affect their jobs, wages, and benefits.  Employment transition is a sensitive matter when converting over to a bus management program. There are many options the School Board can utilize for a “win, win” situation.  Option can include the following:

· School employees retain their current position until retirement and then replaced with personnel employed under the management service program.

· School employees are directly hired into the management service.  Salary shall remain unchanged.  Performance pay will continue to be determined in accordance with the salary administration plan.

ADVANTAGES AND DISADVANTAGES

Privatization of student transportation poses both advantages and disadvantages.  If it is properly structured, privatization could reduce costs and/or improve services quality.  Professional literature and student transportation experts have identified the following advantages and disadvantages associated with privatizing student transportation services.


Advantages

· Culpeper County School Board may be able to reduce student transportation cost and improve service quality through competition among services providers.
· Through economies of scale, contractors are often able to provide better fleet management, drivers training, and specialized routing programs than schools.  For example, one large national student transportation firm has gained maintenance expertise by servicing not only a large number of school buses but also other types of vehicles that use similar chassis and engines.  The company uses this expertise to purchase reliable and cost-effective buses and parts.
· By privatizing ancillary services such as student transportation, school administrators can re-focus their attention on core educational functions such as instruction.
· If the contractor provides the school buses, the School Board no longer is faced with large capital outlays to replace its school buses.
Disadvantages

· Contactors might deliberately understate cost on a bid to receive a contract, and then attempt to raise prices after the contact is awarded.
· The school may have less control of day-to-day operation if services are privatized.  For example, school staff would need to go though the contactor to determine why a school bus was late instead of communicating directly with the driver.
· The school may not receive needed student transportation services if their contractor defaults, or if there are contract disputes.
· If contracts are poorly written the cost of the additional services could result in higher than expected student transportation expenditures.
SCHOOL BUS MANAGEMENT SERVICES

There are many details in privatizing student transportation service.  These details take the County School Board, and the school staff away from their number one goal of delivering a quality educational program.

Utilizing the services of a school bus management program can deliver a quality service to the County School system under budgetary constraints and provide enhanced flexibility.  A strategic way for the School Board to ensure cost savings when privatizing the student transportation system is to require that bidders submit costs amounting to no more than a certain percentage of the Schools current in-house costs, while maintaining at least the same level and quality of service.  An estimated range of privatizing student transportation is $180 - $215 per bus, per day for 180 school days.  The following is some of the services a bus management program can provide:

Buses

All buses shall meet or exceed Federal Motor Vehicle Safety Standards, State Specification Standards, and the Culpeper County School requirements.  A school bus management service will inspect all existing buses.  Once evaluations are made the County will have the option to sell suitable buses to the management service, and allow the management service dispose of the inadequate buses credited to the School Board. 

Facilities Management and Operations

The bus management service can operate from the current school bus facility located behind Culpeper County High School.  The School Board can negotiate a rental price, or have the facility credited toward the management program.

Maintenance and administrative personnel will continue normal operations at the facility.  These operations also include the following options:

· Regular and preventive maintenance

· Washing

· Reporting (transport data, trip reports, fuel consumption mileage etc.)

· Route Schedule Planning

· Waste Management

· Drivers

· Recruiting (drivers, technicians)

Fuel and Fuel Storage

Responsibility for fuel and storage is also an option available to the School Board.  The School Board can continue supplying fuel, or the responsibility can be place with the winning bus management vendor.

SUMMARY

A study was preformed to research the option for the Culpeper County School Board to enlist the privatization of student transportation.  It is unknown at this time if privatizing student transportation will have a cost effectiveness.  In order to make this strategic decision an assessment of the current overall transportation system needs to be explored.  This assessment should provide a general starting point.  The current budget is of limited value in analyzing and controlling cost since it cannot be used to assess expenditures.  Without such an assessment there is no assurance that privatization is the most cost effective, and efficient means.  The estimated “Turnkey” (excluding fuel) price range to privatize student transportation for 94 County buses, per day, per bus is $210 to $245 per 180 school days.

Privatization of student transportation poses both advantages and disadvantages.  If it is properly structured, privatization could reduce expenditures.  
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