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INTRODUCTION

The trangport policy is one of the essentid eements of any regiond planning drategy, as its
impact on both ctizens wdl-being and on the sudtainability of any form of deveopment is
undenidble. For large urban agglomerations and, increasngly even for smdler towns, this
transport policy ismainly represented by a development in urban public transport.

This development does not necessarily imply an increase of the transport capacity however. It
may be represented by better co-ordination between the various means of transport, by
network integretion, by intermodality, etc.

This report endeavours only to ded with problems linked to urban public transport
organisation, management and funding. Therefore, it does not try to offer direct solutions to
the larger problem of urban development policy. An improvemert in urban transport will
nevertheess have an important impact on the sustainability of this development.

This report was written from the study of specidised literature and of case studies provided
by four national delegations. It was not possible to undertake a survey or request information
directly from trangport firms. Statistica sources necessary to make international comparisons
are virtudly non-exigent. What is more, given the broad scope of the task, there was little
posshility of a thorough investigation of the issues, and we have frequently had to be content
with acursory overview.

In most European countries, municipd authorities are directly respongble for deding with
questions related to the organisation, management (or management monitoring) and funding
of urban public trangport. This is why the report mainly refers to them. However, dl remarks
and suggedtions are equaly applicable, mutatis mutandis, to regiond authorities in countries
where they have direct competencies in the domain under study.

Very briefly, the ams of the sudy are:

. to identify the different ways of organisng urban public transport and then to assess
ther efficiency and effectiveness,

. to describe the varied forms of competition (actud, potentid or virtud) which are
faced by trangport firms and to see whether urban public trangport effectiveness can
be improved by market means without sacrificing its socid utility;

. to demondrate that mobility control in towns requires action on various fronts — not
only trangport policy but dso regiond planning, the environment and regiond
development. Far from being purely the concern of public trangport companies, the
search for solutions demands an intermoda approach. The god of this control is to
encourage people who need to travel to use public transport that causes less nuisance
to the inhabitants of towns and cities, or even to reduce their mobility needs. It is
definitely not intended to interfere with individud choice concerning access to vehicle
ownership;



. to daify the role of public trangport companies in a policy of sudanable
development;

. to propose performance indicators againgt which transport firms can be assessed;
. to outline principles for an efficient and fair urban public trangport funding sysem.

The sudy consgsts of three pats. The fird is a description of urban public transport
organisttiond modds. It is planly smpligic to contrast public management with private
management, given the wide variety of modds ranging from direct management by a
municipdity (or group of municipdities) to the free market. Attention is dso given to the
different means of introducing economic simulli.

The second part begins with an examination of urban trangport policies in relaion to their
dated gods. Broadly spesking, these can be divided into two groups. gods reating to
efficiency (such as ease of access and the promotion of economic development) and gods
connected with the concept of sustainable transport services (such as reducing environmenta
damage, safety, qudity of life, farness). This pat ends by proposng a modd for assessing
the performance of public transport operators.

The third pat deds with urban public transport funding. The many requirements to be met
indude ensuring that those who benefit from the service pay a proportion of the cost that is
commensurate  with that benefit (the “beneficiary pays’ principle It adso includes
encouraging operators to meet gods set by the public authorities, giving operators greater
respongbility so that they congantly seek to reduce cogs, and findly heping set up a co-
ordinated transport policy. Whilgt it is easy to identify direct beneficiaries, the same is not
true of those who benefit indirectly (such as property developers and owners, tradespeople
and motorigts). It is in the aea of funding that the gulf is widest between the ided and
practice in the various states.



. FORMSOF MANAGEMENT OF URBAN PUBLIC TRANSPORT SERVICES
1. Context

The service provided by urban public transport companies combines eements of both a
commercid/private service with those of a public service Users benefit from a transport
sarvice for which they are willing to pay. Speed, punctudity, comfort, safety and the dengty
of the network determine the vaue of the commercid transport service and thus the price that
users agree to pay in order to be able to use it. This firgt kind of service supplied by urban
public trangport should normally be subject to market forces.

Transport companies also provide sarvices to the community. These consst of public or non
commercia sarvices, which cannot be funded from the price of the transport. If public
trangport is attractive, people are less inclined to use ther own cars, the man source of
pollution caused by transport. Moreover, if people switch to using public transport, the
volume of traffic is reduced and its fluidity improved. Both commuters who drive to work
and indudrid and commercid companies (haulage) benefit indirectly from public transport.
Reduced damage to both the environment and to public hedth in urban areas as wdl as
reduced congestion costs are externd advantages. This conditutes the public eement of
services provided by transport companies.

Clearly, externd factors are he man reason for public authorities to take a share in managing
urban public transport systems, but there are other reasons for the failure of the free market:

. decreasing costs throughout the whole range of demand (natural monopoly). In such a
Studtion, a company that charged the margind price for its services — the rule of price
sting effidency — would go bankrupt. For while urban public transport services are
not true natural monopolies, they do possess certain of ther characterigtics,

. it cahnot be ruled out that urban public transport entirely subject to market forces
would lead to wadteful competition. If competition focuses on services provided
rather than on prices, market forces might ultimately create a dtuaion in which users
were offered too wide a variety of services at too high a price (Mackie 1997);

. lagtly, the principle of farness can dso lead to maket falure. Transport policy
frequently refers, explicitly or implicitly, to the right to public transport. Lower fares
for underprivileged socid categories are a consequence of this concern.

Before examining the various organisational forms of urban public transport services, it is
worth briefly consdering the market structures which operators are likdy to encounter. There
are four possble kinds of compstition, each requiring a different gpoproach by the public
authorities:

. a drong naturd monopoly cdls for action by the public authorities to edtablish
regulations, since competition is neither desirable nor even possble;
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a wesk naurd monopoly in which the dominant company is incapable of preventing
its competitors from providing (only) the mogt profitable services and dropping the
ones which are not commercidly viable. In this case, the authorities may have to act
to restrict competition;

a pefectly contestable market does not require any action by the authorities to
dimulate or regulate competition;

when the market is characterised by moderate but imperfect competition, the role of
public authorities is less clear and it cannot be asserted a priori whether or not it is
desirable to promote competition or to prevent excessive competition (Mackie 1997).

Organisation

Public or private management

There ae a grest many possble organisationd forms for urban public transport. Merely
diginguishing between public and privale management is obvioudy too smpligic as a
classfication of urban public transport systems. The following are some of the criteria to be
taken into account in assessng the ways in which urban public transport is managed (see
CERTU 1997):

Is the decison to provide the public with an urban transport service derived from a
policy choice by the public authorities or from the initiative of private companies
responding to user demand in the market place?

Who owns the operating resources. infrastructure, rolling stock and other facilities?
Public ownership of such property is pefectly compatible with its operation by a
private company. It is acceptable that a public authority owns the fixed materid and
the operator the rolling stock.

Is the system to be operated by the municipality (direct management), a state-owned
company, a public or private operator with a concesson to provide the service
(delegated management) or by competing companies (the market)?

What freedom does the operator have to define the service and adapt it to the needs of
users and to what extent is the operator liable?

Is the sarvice provided by a single company acting as a monopoly, by severd
companies to which use of a line or sub-network has been delegated or by severd
companiesin competition?

Lagtly, when a private operator is responsible for providing the service, it is important
to know how ligbility is divided between the public authority and the operators. For
the way in which liability is divided has a bearing upon efficiency and effectiveness



Figure 1. Urban public transport: management forms
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Fra dgtuation: public funds have financed the invesment and the operding fadlities
therefore belong to the authorities The sarvice may be provided by the public authorities
themsdves (direct management), by a body or company which is not lidble (state-owned
company) or by apublic or private operator (delegated management).

Second stuation: the operator owns the equipment and facilities. There could therefore be a
concession to operate the network, competitive tendering by the authority to operate lines
(trangport service defined by the authority) or a system of regulated competition (transport
sarvice determined by the market). In the latter case, the authority may require the operator to
fulfil public-service obligationsin exchange for compensation.

Third gdtuation: the investment is financed by both the public authorities and one or more
private operators. Provison of the service is contracted out to a private operator. The other
approach condsts of competitive tendering to operate the network.

2.2. Decision-making levels
Organisttion of a transport system is complex and it is crucid to dearly define the divison of

decison-making powers between the various levels. There are three levels of decison
making: grategic, intermediate and operationdl.
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Table 1. Levels of competence

Leve Areas of competence

Strategic Why? Purpose: to explain the Characteristics of the transport
general aimsand the system (the area served,
purpose of the public intermodality, capacity, etc.)
transport service (the
outcome)

Intermediate What? Planning: defining the The network, timetable, fares
services (the output)

Operational How? Choosing the most Everything associated with providing
efficient means of and selling the service, including
providing the service whether or not to sub-contract some

elements of it

Adapted from CERTU, 1997.
2.3. Service organisersand producers

In assessng provison of a public sarvice to the urban population it is useful to draw a
diginction between two functions. The first concerns the definition of characterigics of the
savice (the arrangement), while the second covers the actua provison of the service (see
Savas 1987). The vadue of such a didtinction lies in the fact that these functions may be
carried out by different bodies. In this case:

. the authorities determine the features of the service (the organisation function) and
. a public or private operator provides the service (the operatiion or production
function).

This judtifies the idea of a service concesson by which a public authority grants an operator a
licence to provide the loca population with a servicer The service concesson makes it
possble to protect the public interet — the operator's obligations are lad down in the
contract — while ensuring that services are provided at the lowest cost by introducing market
mechanisms. On this bass, two methods of public service provison may be compared: the
traditiond method in which the organisation and production functions are combined (direct
management) and a method more in keeping with the principles of a new form of public
management in which these two functions are carried out by separate bodies.
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Figure 2: Allocation of organisation and production functions
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The sarvice concesson ams to encourage the operator to achieve the ams defined by the
public authority as wel as to provide the sarvice efficiently. The authority’s task is not a
ample one, because it must make decisons without possessng dl the necessary information.
This is an example of the classic rdationship between a principa (the authority) and an agent
(the operator). Granting the contract on the bass of competitive tendering enables the
authority to obtain better information on the possible operationd cogs (Schwab and Christe
1990; for a comparison of regulation by means of a contract or by ingdituting competition, see
Rousseau 1993).

In urban public transport, the organisation function (Leistungsbesteller) (Brandli and
Ballinger 1996) and the operaion function (Leistungsersteller) are frequently separate. The
French modd, for ingance, is based upon a separation of the functions of the organisation
and provison of services in accordance with the 1992 Guideline Act on Internad Transport
(Duchene 1993). This modd involves two man agents an organisng authority and one or
more operators. A municipdity, an associaion of municipdities, a metropolitan authority or
region or a mixed associaion (group of locd government bodies of different types) may act
as an organisng authority (Cancalon and Gargalllo 1991). It fdls to this authority to devise a
generd definition of the transport service (strategic level) to be provided. In France, the
operating function is usualy caried out by one of the three large nationd transport groups,
which generally operate amonopoly.

When the organisation of a trangport system is left to private initictive, there is no organising
authority but rather a regulatory body. One of its tasks is to ensure that the operator does not
use its dominant pogtion to meke unwaranted profits The regulatory body may act in
various ways by controlling fares or by regulating the rate of return (Mackie 1997).
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24. Modds

Under the subgdiarity principle, decisons on urban public trangport should be taken at loca
level. As the area served usudly extends beyond municipa boundaries, it is useful to dlow
the authorities concerned to join forces in a new decisonrmaking body. The latter may be
governed by a contract (association of municipdities) or by setting up a new adminidrative
body (region, metropolitan area or didrict). As for co-ordinating urban and regiond traffic,
different levels of authority (such as municipdities and cantons or counties) may be grouped
together in asingle organisationd unit.

A number of possible organisationd forms are listed below:

. the municipal authority organises and operates the urban public transport system. It
defines its tasks, plans and aso provides the sarvice itsdf. This is therefore a model of
direct management, for example asin the town of St Gadlen in Switzerland,

. a private-law corporation is set up (transport company) whose shareholders are the
public authorities concerned (the municipdities served and possbly a higher-levd
authority). The company takes al decisons, from dsrategy to operationa choices.
Municipdities in the area served are represented on the company’s executive bodies
and are thus able to determine the company’s general policy (strategic ams) and to
participate in decison-making on the sarvice provison (planning). An example is the
public trangport system in the town of Neuchéte in Switzerland,

. decison-making powers are shared between the public authority (purpose and generd
features of the transport service), a publicly funded transport company responsible for
planning (detailled service provison — lines, fares, schedule, etc.) and operators
sdected by means of competitive tendering (production) for example the town of
Mamo (CERTU 1997);

. generd ams are determined by an organisng authority comprised of a group of
municipdities, which delegates operation of the service to a private or public operator
(in theory one per conurbation). In this case, operation covers both planning (detailed
specification of the service) and production (operationd choices). The operator may
opt to sub-contract part of the service. This organisationa form corresponds to the
French modd (apart from the Paris region) (CERTU 1997);

. in a deregulated dtuation, the market determines the type of transport services
provided. Barriers to hamper entry by new operators are reduced to a minimum, so &
to encourage the edablishment of a competitive market. A regulatory authority
monitors observance of competition rules and ensures that gains in productivity are
passed on to users through lower fares. Services tha the authority would like to offer
the population but which are not commercidly vigble (public service provison) ae
awarded on the basis of competitive tendering. This organisationd form corresponds
to the British modd (except for London) (CERTU 1997).



Figure 3: Urban public trangport — or ganisational
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An organising authority defines
the strategy and an operator
carries out the planning and
production tasks.

Private operators determine both
general aims (strategy), details of
service provision (planning), and
are responsible for providing the
service. The authority ensures

that thereis effective competition.
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3. Relations between public authoritiesand operating companies
3.1. Methodsof public service provision

When congdering methods of providing a public service, including its generd organisation, it
is too ampligic merdy to digtinguish between public and private management. Public service
provison may be dasdfied in the following mgor categories, bearing in mind the fact tha
multiple combinations may exist, as practicaly al services may be broken down into severd
elements or sub-sarvices, each of them furnishing provison separately.

Direct management: the public authority itsdf provides the service, usng its equipment and
gaff. It determines the type of service offered. Since the service producer is not subject to any
form of competition, there is a danger that the service will not be provided efficiently.

Horizonta co-operation: severd municipdities join forces to provide a joint service. Inter-
municipal co-operation is used to benefit from economies of scae or when the area to be
served by the service extends beyond municipa boundaries.

Sub-contracting:  rather than provide the savice itsdf, a public authority delegates
responsibility for a service or for pat of a service to a private company — or possibly to
another municipdity — according to its specifications and under its authority. The advantage
of sub-contracting is that it makes it possble to create competition and exerts pressure to
keep costs down. It is possble to sub-contract only pat of the activities necessary for
provison of the service.

Concesson (or franchigng): the municipdity grants a privale company the right and
respongbility of providing a public service for which it has the monopoly. The concesson is
drawvn up under a contract, generdly limited in time, which sets out the concesson holder’s
rights and obligations. This type of contract is frequently used for public services operating as
a network (Christe 1992): for example water or energy distribution, urban public transport
and cable networks. Auctioning the concesson dlows an dement of competition to be
introduced when the market is generating very imperfect competition or even amonopoaly.

The market: it is market forces that determine whether the service is actualy produced and in
what quantity. The public authority merdy acts to impose cetan minimum dandards. If
necessary, the authority may ask companies to fulfil certan public service obligations in
exchange for compensation.

3.2.  Serviceprovision of urban public transport

The typology of methods of service provison discussed above gpplies generdly to dl public
sarvices. As regards trangport, a dightly different system of clasdfication is often suggested
comprising three main methods: direct management, delegated management and the market.

3.2.1. Direct management

In this case, the trangport service is provided by the municipdity itsdf or by a public body (a
company owned by the municipdity). The public authorities are ligble for dl operationd and
invesment-related risks. They dso cover the shortfadl. Since there is little competitive
pressure on the operator, it is highly probable that the service will not be provided efficiently.
On the other hand, because the public authority controls al aspects of service provison
induding fare-stting, it will be esser to ensure tha the generd ams — the purpose — are
achieved.
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A vaiant congsts in handing the running of the service to a transport company with a legd
persondity whose shareholders are the municipdities served.

Sll within the direct management model, the concluson of a service concession between the
public authority (the municipdity or a group of municipdities) and the operator makes it
possble to create the conditions for more efficient management through a clear divison of
the tasks. The contract specifies the ams that must be achieved, the volume of services to be
provided and the overal budget’ avalable to the operator. A service concession is only redly
worthwhile if the operaor enjoys a wide margin of manoeuvre in operationad decisons.
There needs to be a coherent divison of risks and liabilities. In this respect, it is important
that the amount of the public authority’s subsidy to cover the deficit be set before the start of
the financid year. Where there is an overdl budget, this condition is met. The service
concesson ams to set the operator clear aims, oblige it to adopt a more responsible approach
to management and, in doing so, encourage an efficient service.

3.2.2. Delegated management

There ae numerous forms of ddegated management which dlow the operator varying
degrees of freedom — more or less precise specifications — and which entail greater or lesser
degrees of risk for the operator. Two criteria can be used to distinguish the various forms of
delegated managemert. Firdly, the divison of risks and liabilities between the public
authority and the operator and secondly, the way in which contracts are concluded (with or
without competitive tendering).

Division of risks

There are three categories of risk: investment (infrastructure and rolling stock), production
cogts (industrid risk) and revenue (commercid risk, see Duchene 1993). In sharing these
three categories of risk, there are two extreme scenarios and numerous intermediate ones.

Let us imagine tha the public authorities provide the investment and that they define the
operator's obligations and fares in an extremdy precise set of pecifications, further let us
suppose that the operator is compensated on the bass of its effective codts. In this case, the
authority is incurring three types of risk (operaing lease according to the French mode). This
foom of inditutiond organistion is unlikdy to result in a cod-efficient sarvice as the
operator has no incentive to improve its productivity nor indeed © be overly concerned with
customer satisfaction because it is not affected by revenue. According to this scenario, the
wisdom of ddegatiing the operation of the service may be questioned. The dtuation is
different if & least some of the production risk is transferred to the operator. Rather than
rembursng effective codts, the authority pays compensation based on sandard costs
cdculated, for indance, on the bass of the volume of service (output). If the operator
succeeds in cutting costs while dso meeting the obligations established in the specifications,
it will be able to keep a least part of the increased productivity. This serves to introduce an
element of economic incentive into the system, thereby encouraging the operator to provide
the sarvice efficently. This firs modd corresponds to sub-contracting, since the operator
does not assume any commercia risk.

1 Theoverall budget consists of apackage, which may be used freely as required. It helpsto extend the
company’ s operational margin of manoeuvre.
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At the other extreme, a contract might dipulate that the operator would bear both the
indugtrid and commercid risk. It will therefore be in the operator’'s interests to provide a
sarvice popular with users since this will increase its revenue. Clearly, this presupposes that
the operator is able to set fares fredy and has totd responsbility for operational management.
The divison of risks must be accompanied by the divison of liabilities This amounts to a
system of pure concession.

Snce it is hadly ever possble to cover dl costs from commercid revenue, the contract
would have to st fixed-rate compensation to make up the baance (market-clearing subsidy).
The operator will only offer services that can be covered by commercia revenue (given the
market-cearing subsdy). If the authorities wish to provide the public with additiond services
or grant certain categories of reduced fares, this will have to be specified in the contract. The
operator will receive compensation for meeting these public service obligations.

Awarding the contract

It is often neither possble nor cog-effective to delegate to severd operaors the running of
one route or line (a so-cdled “naturd monopoly”, common in companies working in a
network, Christe 1992). However, there is a way of cresting some competition in the urban
public transport market, namely that since there can be no market competition, companies
must be made to compete to obtain the contract. This involves auctioning the contract to the
lowest bidder, for ingance to the company which will require the lowest market-clearing
subsidy while dso meeting the specifications (see Demsatz 1968; Berg and Tschirhart 1988).
However, it is not dways possble for an auction procedure to creste competition. That
requires two conditions. the factors of production must be avalable to dl the tenderers at
competitive prices and the cost of colluson between companies interested in the market must
be dissuasve (Christe 1992). Holding an auction in order to select the most efficient operator
rases various ddicate questions such as how many companies need to be invited to tender,
how should their tenders be assessed, what steps need to be taken to ensure that the contract
is honoured and what period of time should the contract cover?

The length of the contract is important. If the licensee bears the risk of investment, should the
contract cover the whole period of loan repayments for equipment and infrastructure? If the
contract ends before the equipment is totaly paid off, the new licensee has no red choice
other than to buy it. The sdling price would then be a ddicate question, especidly if it had
not been specified in the contract. The other difficulty is uncertainty about future prices. The
literature suggests vaious solutions to this problem: renewable short-term  contracts
(Posner 1974) or incomplete long-term contracts (Demsetz 1968).
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Figure 4: Method of granting contracts
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3.2.3. Market

Market forces decide whether provison of the sarvice is commercidly viable. Private
operators therefore take the initiative to provide the service. If the public authorities wish
other (unprofitable) services to be provided to the population, they can request private
operators to carry them out in return for gppropriate compensation. In theory, operators
reponsble for supplying nonrcommercia services should be sdected through competitive
tendering. The scant available data (CERTU 1997) shows that production costs are bwest in
a deregulated system — on average hdf of those in a regulated market. The fact that there is
less need for public authorities to grant subsidies or cover deficits is another advantage. Free
competition aso has drawbacks, such as a certain amount of ingability in the service — the
counterpart to the freedom to enter or leave the market. There is dso a risk that, after an
initial phase of competition, the market will be dominated by a smal number of large
operators (oligopoly). Hence the need to set up a regulatory body to monitor obstacles to
competition.
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Figure5: Degree of coverage of costs by commercial revenue
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3.3.  Improving efficiency through competition

Compstition is a powerful mechanism that encourages those subject to it to produce better
vaue sarvices in order to mantan or even improve ther market postion. When we tak
about competition, we immediady think of the numerous producers sruggling to sdl the
same sarvice to the same consumers (genuine competition). However, there are other forms
of competition, such as.

. virtua competition and
. potential competition.

3.3.1. Virtual competition

This arises from the possbility of comparing the performance of severa operators even when
the latter are not running the same lines or the same network. Public authorities can etimate
the “competitive’ peformance of the company running ther trangport network sSmply by
comparing it with other companies operating in Smilar circumstances. If such comparisons
show that the peformance of the licensee or sub-contracting company is inadequate, the
latter will be under strong pressure to become more efficient.

The indicators used to make this type of comparison are unitary costs (operational costs per
vehiclekm), the degree of coverage of costs by commercid revenue, the respective
productivity of labour (seasts-km/staff numbers) and capitd (seets-km/total number of seats)
and the degree of productive efficiency. In order to achieve the later figure, effective
production (seats-km or passengers-km) is compared with the highest production achievable
with the available resources (the benchmark) using appropriate satistical techniques.

An opeaor whose peformance is compared with other companies will fed under
competitive pressure even if it occupies a monopoly podtion. The pressure will be especidly
grong if the contract is due to expire soon. The same will gpply if the contract dlows the
authority to renegotiate prices and any market-clearing subsidy before the end of the contract.
Smply comparing performances will encourage the operator to make an effort to improve its
productivity and offer a high-quality service.

3.3.2. Potential competition

An operator that runs a line or a network as a monopoly is subject to increasing competitive
pressure as the end of the contract gpproaches. The fact that the contract is granted on the
bass of a periodic auction will be perceived by the operator as a threat of competition. Such a
threat will encourage it to reduce its costs to meet usersS needs as effectively as possble.
Even when the service is managed directly, the fact that the authorities raise the possbility of
competition islikely to improve performance.
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. M ANAGEMENT AIMSAND TOOL S
1. Preiminary remarks

Firg of dl, we shal look at the framework and ams of trangport policy in urban regions. Its
chief ams are to dlow easy access to the town’'s various functions both for people and goods,
to reduce private motor vehicle traffic and to limit the negative effects of traffic on public
hedth and well-being. Urban public trangport has an important role to play in implementing
such palicies.

We shdl then discuss the issue of the performance of urban public transport companies. The
notion of performance is a broad one, because it covers costs and productive efficiency, the
qudity of the transport, user satisfaction and the revenue made by transport companies. It is
vitdly important to identify whether there is a connection between the way in which urban
trangport is organised and the performance achieved.

2. Aimsof urban transport policy
2.1. Efficient transport systems
2.1.1. Accessihility

Accesshility is measured in terms of greater or lesser ease in reaching one or more points in
the urban area from one or more other points, bearing in mind the different forms of transport
avalable (Cancdon and Gargallo 1991; Bloy e d. 1977). The most widdy used indicator
for measuring accesshility is journey time. Accesshility is good if the town's various
functions are linked by conditions that are acceptable in terms of time, comfort and cost
(Essg 1985). If accesshility is not good, the advantages of a large conurbation are nat fully
exploited.

Traffic congestion is the main obgtacle to accesshbility. In industridised countries, the codts
of congestion represent gpproximately 2 per cent of the GDP (European Commisson 1995).
Congedtion occurs when the number of users exceeds the capacity of the network. Each
additionad user imposes delays on dl the other vehides usng the same infragructure a the
sametime, and dso suffers deay himsdif.
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Figure 7. Congestion costsin British towns, in pence per vehicle-km
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Figure 8. Congestion costsin Switzerland in Swiss centimes per person-km
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Source: Ecoplan (1992) and Maibach et al. 1992.

In a congested network, often only a dight reduction in the number of vehicles is enough to
retore the fluidity of traffic. Numerous measures are possible to help reduce congestion, for
ingance introducing tolls in urban aress designed to interndise the cost of congedion or a
policy to persuade people to prefer urban public trangport over private vehicles (lower fares,
improved frequency and comfort, efc.). In large conurbations, the existence of a dense and
effective public trangport system is the sine qua non of maintaining good accesshility to the
town's various fadilities.
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2.1.2. Contribution to economic development

Numerous towns explicitly cite economic development and job cregtion as one of the key
ams of ther trangport policy, together with safety, reducing environmenta damage, reducing
the need for mobility and urban regeneration (for example Edinburgh, Vienna, Eisengtadt and
Helsinki. See Minken 1997).

In competing with other towns for jobs and the establishment of new companies, efficient
trangport is vita. Congestion makes a town less dtractive; it should not impede
communication. Were this to happen, the town would run the risk of losing the advantages of
concentration and proximity. In other words, congestion must not be alowed to undermine
growth.

An efficient urban public trangport system promotes business development in severa ways.

. atractive urban public transport reduces traffic jams and facilitates business journeys
and the trangportation of goods within the conurbation (Jacobs 1996);

. internal and externd accessbility, assessed in terms of the time and cost of journeys,
is a determining factor in the development of towns,

. the mobility of people within the urban area helps to expand the labour market, giving
companies access to a wider employment catchment area and thus to a richer and
more diversfied workforce;

. more generdly, an efficient transport system increases the productivity of capitd;

. accesshility to the town's various key functions conditutes an essentid criterion for
companies in choosing where to locate — and as a result for people in deciding where
to live;

. the advantages of a conurbation lie in the juxtgpogtion of a large number of activities
in a limited area and in the ease of communication between them. An atractive urban
public trangport system isameans of retaining this advantage.

2.2. Sustainable transport
2.2.1. The environment

Motor traffic has a negative impact on the environment at locd, nationd and globa leves. In
towns, transport is a mgor source of damage to the environment and to public hedth and
well-being (European Commission 1995; Ecoplan 1992; Jeanrenaud et d. 1993 a and b;
Mabach e d. 1992). The externd cost of trangport, including the cost of accidents and
congestion but excluding dimatic effects, represents gpproximatey 5 per cent of the GDP of
OECD countries (1995). The root of such codts lies in excessve mobility — a consequence of
unsuitable trangport and urban planning policies and a choice of trangport that favours
individua trangport.
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The environment and public hedth are impaired in a wide vaiety of ways. Firs, loca
pollution from emissons of nitrogen oxides (NO,), hydrocarbons (COV), sulphur dioxide
(SO,), particles (PMy,) and dust, damage hedth, vegetation, materids and the externd fabric
of buildings. Secondary pollutants (O; and NO,) are formed by the combination of primary
pollutants emitted by motor vehicles (nitrogen oxides and hydrocarbon for surface ozone).
Atmospheric pollution is compounded with noise nuisance that, for many, represenis the
main source of unpleasant and harmful damage. Moreover, it is a kind of ham that primarily
affects people living in towns.

At globd levd, vehide emissons play a mgor pat in the danger of climatic change caused
by greenhouse gases (mainly carbon dioxide). Only ecologica tax reform, by means of an
energy or carbon tax set a a higher rate each year over a long period, would succeed in
bresking the current trend by reducing the volume of motor traffic and by channdling urban
journeys into more energy-efficient forms of trangport. Thus, by introducing a tax equivadent
to an increase in the red price of fue of 7 per cent per year over twenty years, it would be
possible to halve fuel consumption compared with anticipated use (OECD 1995).

Today, we have edimates of the environmenta cogs of traffic in towns, which indicate that
unitary costs — per passenger-kilometre — are considerably lower for public trangport than for
individud vehides.

Figure 9: The environmental costs of transport in the town of Zurich according to type
of transport, in Swiss centimes* per passenger-km
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Source: Maibach et al. (1992).
* 1 Swiss franc equals 0.60 ecu.

A dudy of externd transport costs in Neuchétdl confirms these conclusons the costs per
passenger-kilometre are nine times higher for an individud vehicle (private car) than for
trolley buses (Jeanrenaud 1992; Jeanrenaud et a. 1993; Soguel 1994). The assessment takes
account of the cost of accidents but not of hedth damage @used by air pollution and dimatic
rsks.
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The externd costs of private trangport are mainly environmenta and hedth damage. In order
to interndise these cods by raisng fud prices, the latter would have to be tripled (estimate
based on damage caused and the price of fud in Swisstowns, Maibach et d. 1992).

2.2.2. Risk of accident

A key am of the trangport policy of most towns is to ensure a high levd of safety (Minken
1997). Given that in the European Union nearly 50 000 people die each year as the result of
trangport accidents (99 per cent of which are road accidents), it is not surprisng that loca
authorities give such high priority to traffic safety (1993 data, European Commisson 1995).
Today, road accidents congtitute the first cause of deeth for people under the age of forty and
each death represents an average of forty years of life lost (compared with ten years for
cardiovascular illnesses and cancer). Taken together, European Union countries pay nearly
100 hillion ecus (estimate based on the public’ s propensity to pay to avoid accidents).

Transport accidents incur severa types of cost (Schwab and Soguel 1995 a and b; Jeanrenaud
et al. 1993):

. materia damage;
. harm to people;

- medica and pharmaceutical expenses,

- lost productivity;

- human cogts (pain, grief, suffering by victims and their families relaives and
friends);

. judicid and police codts.

Edimates for severd European towns dl demondrate that the cost of accidents is
condderably lower for public transport than for individud travd. Figure 10 shows the unitary
cost of accidents borne by the local authority (externad costs).

Figure 10: The external costs of accidents according to the method of transport, in Swiss
centimes per passenger-km
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way.
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2.2.3. Social function of public transport

In addition to its economic role, urban public trangport aso has a socid function, in that it
must cater for underprivileged categories of the public (captive customer base) who are
obliged to travel a long way to their work and who do not have individud transport. Urban
public trangport must provide this service even if it is not in keeping with the company’s
commercid interests. Implementation of a socid transport policy cals for the introduction of
more favourable fares for users or the standardisation of fares (proportionaly lower fares in
peripheral areas than in centrd aeas without taking account of the red codts).
Standardisation of fares helps to generdlise access to a “service meeting needs regarded as
essentid to everyone's everyday life’ (Essg 1985). Severa countries recognise explicitly (in
thar legidaion) or implicitly (in ther trangport policy choices) the idea of a right to
trangport. This is reflected by public authorities willingness to ensure accessibility to the
whole area under their administration (Rihl 1985).

The redidributive effects are not redtricted to transport services. Different population groups
are subject to traffic nuisance in unequal messures. The areas most affected by motorised
traffic are those inhabited by people on low incomes.

3.  Theroleof urban public transport in urban transport policy
3.1. Modal transfer to public transport

A sudainable trangport policy is not compatible with seeking continued growth of individua
motor trafficc. OECD countries should not expect current policies to succeed in reducing
motor vehicle traffic. On the contrary, in most countries, individud traffic is expected to
double over the next thirty to forty years. Admittedly, growth will be much sronger on the
periphery rather than in the centre of towns. In Switzerland, there has been a reduction in the
demand for individud motor traffict However, as the occupation rate of vehicles drops, the
number of vehicdle-kilometres increases as does the harm caused to the population (Jaccard
and Perret 1995).

Municipd authorities have various tools at their disposad to help dter travel habits in favour
of public transport. In a study on greater Zurich, Mabach e d. (1992) identified various
measures aimed at reducing motor traffic nuisance and a encouraging use of public transgport:

. levy of an additiond tax on fud;

. introduction of a permit system to enter the town centre;

. management of parking places (by price and quantity);

. speed limits;

. closing the town centre to motor traffic;

. sound- proofing buildings exposed to noise

. improving public trangport services,

. encouraging people to use different kinds of transport for different purposes
(intermoddlity).

1  Since 1985, the growth rate of journeys made by public transport istwice as high asfor those in individual
vehicles (OECD 1997).
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The fird measure — raisng fue prices — fits with a policy of interndising externad cods a a
nationwide level. Neverthdess, it would have an impact on the choice of trangport in towns.
The second measure — a sysem of permits — corresponds to a smplified form of urban toll.
The same applies to measures aimed at increasing the cost of parking. It should be noted that
the authors did not propose introducing an dectronic toll sysem. The most codt-effective
measures ae, in decreasing order, rasing fud prices, speed limits, managing parking places
and a permit system.

3.2.  Truepricing

The gap between private costs — paid by users — and socid cogsts — the true cost of transport —
has widened in favour of the car, notwithstanding fare rates intended to make public transport
more attractive (Jaccard and Perret 1995).

One measure whose vadue is unanimoudy recognised — a least in theory — condsts of
internaising externd cods, that is making users pay the red cost of ther journeys. An urban
toll (in the form of an eectronic toll, a tax disk required for access to the town centre or
charging for parking) are the tools best suited to a policy of internaisng costs. Such a
measure would make it possble to correct current competitive distortions between individua
and public trangport. While there are no technica obstacles to the implementation of such a
policy, there is very drong oppostion to any measure that would result in a redriction
(directly or through price) on the use of individud vehides® As Perret and Jaccard point out
(1995), it will not be possble to introduce such a measure localy, even in an exemplary and
courageous authority; it will have to be introduced by means of concerted action a nationd
or even internationd levdl.

4, Efficient management of urban public transport: toolsand practices

4.1. Management aims of urban public transport

For public transport to conditute an aternative to the car, it is not enough to take measures
amed a making public transport more atractive; urban public transport companies dso need
to be managed efficiently:

. trangport services must be provided with a minimum of funds daff and cepitd
resources (rolling stock and infrastructure);

. the service must be of high quality and meet users expectations.

Efficent management by operators must not smply promote a switch from individud to
public transport, but also ensure that operationd costs are met by (direct or indirect)
beneficiaries rather than by the taxpayer.

The literature suggests various indicators for assessng the extent to which these ams are
achieved in respect of urban public transport (Thiry and Lawarree 1988; Tulkens et d. 1988;
Nollet et a. 1988; Gathon 1988; Christe 1992; |sotope 1998).

1 “Themajor obstacleto internalisation isthe almost total lack of support for increasing the price of traffic.”
(Bleijenberg 1994).
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4.2. Measuring and monitoring performance
4.2.1. Definitions

Before addressing the question of how to measure the performance of urban public transport
sarvices, anumber of definitions are essentid:

. Productivity corresponds to the ratio between services (or output) and resources (or
input). A didinction must be made between the partid productivity of the factors
(namely the productivity of work or of capitd) and overdl productivity (productivity
of dl the factors used in production). It should be noted that productivity can be
measured in relation to a given activity (for example the maintenance of rolling stock)
or in relation to the transport service.

. Effidency — economigts prefer to talk of technica or productive efficiency — describes
performance by comparing the companies assessed with a modd (or benchmark)
company. An urban public trangport company is deemed efficient if it provides a
given quantity of services with the minimum of resources (efficency of input) or if
provides the maximum quantity of services given the resources used (efficiency of
output). The notions of what congitutes borderline and best practice, respectively,
play akey rolein andysng efficiency.

. Effectiveness measures the degree of user satisfaction or the extent to which ams
assigned to the operator have been achieved (such as reducing the share of individua
motor traffic).

. Rdevance means the comparison between resources and results which gives

informeation on the financid resources invested.



Figure 11: Analytical modd of the performance of urban public transport companies
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422 Performance indicators
Unitary costs

This indicator is obtaned by dividing the totd cost by the services or output. The most
frequently used way of measuring output in respect of trangport is the number of seats per
kilometres (measurement based on supply, Gathon 1988 and 1989). It is dso possble to
measure services in another way by the number of travellers per kilometre. However, Gathon
(1989) condders that the latter method is too sendtive to demand to conditute a good
indicator of the production of transport companies.

| unitary cost = total costs
seats-kilometres

Rather than the total cog, it is possible to use the cost of the work factor (staff costs), or the
cost of capitd (loan repayments for infragtructure, rolling stock and interest charges) or again
the cost of energy as the numerator. There are great differences in unitary costs between
towns, due to the unequa performance of operators but also to loca conditions, which render
service provison more or less codlly.

Partial productivity of factors

The productivity of the work factor corresponds to the ratio of the number of seats per
kilometre to staff numbers.

| productivity-work = seats-kilometres
staff numbers

The partid productivity of capita is obtained by caculaing the ratio of seats per kilometre to
capita. Usudly, rolling stock serves to measure the use of capitd (Gathon 1987; Christe
1992).

| productivity-capital = seats-kilometres
total number of seats

Productivity varies greetly between networks. In a sudy on several European countries,
Gathon (1987) noted differentials ranging from 1 to 8 for work productivity and from 1 to 3.5
for cepitd productivity. Chrise (1992) highlights productivity differences ranging from 1 to
10 for both work and capital.

Degree of coverage of costs by commercial revenue

It is desirable for the operationd costs of urban public transport to be funded by users rather
than by taxpayers. The degree of coverage corresponds to the ratio between revenue and
operationa costs. For the fifteen towns studied as part of the Isotope Programme (1998), the
degree of coverage varies between 041 (Antwerp), and 1.08 (Dublin). In an earlier study,
Gathon (1988) aso highlighted consderable variations between towns ranging from 0.85 in
Sdzburgto 1.17 in Parma.
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Figure 12: Degree of coverage of costs by user payments (fares)
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The overall productivity of factors

Assessing the performance of urban public trangport companies by the partid productivity of
work or capitd is not redly saidfactory as sarvice provison aways requires the
implementation of severd factors daff, rolling stock and infradructure, and energy. It is
therefore preferable to make an overdl assessment of productivity. The variaion in overdl
productivity is measured by the difference between variation in the volume of production and
vaiation of the volume of dl factors from one year to the next (Geds 1988). The varidion in
ovedl productivity is caculated on the bads of data from the accounts of urban public
transport companies.

Technical or productive efficiency

Technica efficiency measured in terms of output corresponds to the ratio of the company’s
effective production to the maximum production that it could achieve given the resources
used. Measured in terms of input, efficiency corresponds to the minimum quantity of
resources necessary for a specified production. The vaue of this definition of efficiency is
that it can be used to give an accurate quantitative measurement (Tulkens et a. 1988). In
measuring efficiency, it is possble to consder severd types of input (for example gaff,
rolling sock and energy), severd types of output (seats-kilometres, frequency, etc.) and to
take account of the environment in which the service is provided (population dendity, average
commercia speed, etc.).
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There are numerous gpplications for this method of measuring the peformance of urban
public transport. Christe (1992) observed efficiency differences ranging from 1 to 35
between urban public transport companies in Switzerland. The same author dso highlighted
the relationship between the method of service provison and efficiency: sub-contracting and
granting concessons to a private operator were the most propitious forms of organisation for
the efficient running of a trangport sarvice. In an anadlyss of a sample of European urban
trangport companies, Gathon (1988) noted a 40 per cent efficiency gap between the
benchmark company and the least efficient company in the sample.

The quality of services

Vaious indicators can be used to measure the qudity of services This is an important
dimension because trangport choices rely as much, if not more, on the qudity of the transport
than on how much it cods Here are a few qudity indicators suggested in the literature
(Cancdon and Gargaillo 1991):

. Commercid speed: this variable determines user behaviour; it is dso important for
operators because of its impact on operationd costs. Similaly, other possble
indicators are the proportion of the network conssting of reserved lanes or sdf-
contained tracks.

. Capacity use: if this exceeds 100 per cent during rush hours, passenger comfort is
reduced. An excessvely high or excessvely low rate cdls for a response from the
operator, since it indicates that the service provided (supply) is not wel adapted to
demand.

. The date, maintenance and cleanliness of vehicles and of equipment a stops (shdlters,
etc.) affects passenger comfort.

. Regularity and punctudity reduce uncertainty and waiting timesfor users.
. The length of average waiting time when changing to another line.
Odo's urban public transport company carries out an annual survey to assess passenger

satisfaction. The survey covers seven key areas and uses Sxty dtributes of the qudity of the
service (see aso Driessens 1988).
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4.3. Theinfluence of organisational methods on performance

Setting operators in competition with each other through competitive tendering is likely to
improve the performance of urban public trangport companies and alow better coverage of
operationa costs by users.

In order to highlight the relationship between the structure and performance of urban public
trangport sysems, it is useful to group organisationd methods into four man categories
(Isotope 1998; CERTU 1997):

. the classc modd of a regulated monopoly, the dominant sysem in most European
countries (Audria, Begium, Gemany, Span, Luxembourg, Greece, Itdy, the
Netherlands and Portugd);

. a modd of limited competition, conasing of deegating management of the network
by means of a contract and an auction procedure (France);

. another modd of limited competition, in which the network is run competitively line
by line (Scandinavian modd);

. the free competition modd (Great Britain, gpat from the London area). Commercidly
viadble sarvices are | eft entirely to the market.

The performance of the classc modd is deemed unequdled in respect of both efficiency and
effectiveness. This judgement was made in a survey caried out in conjunction with the
organising authorities and operators (Isotope 1998).

The Scandinavian modd has the advantage of encouraging efficiency. However, there is a
rsk that cusomer needs will not be taken into account sufficiently, because there is no
competition at the level a which the main features of the services are defined (tactica leve).

The man advantage of the French mode is that it facilitates the integration of services.
However, it is less conducive to efficiency because competitive pressure on the operator is
limited and it is not possible, in generd, to compare performance within the network.

The free competition model is most conducive to productive efficiency. Integration of the
network is more complicated and market regulation is therefore necessary. This modd
provides better coverage of costs by operating revenue and less reliance on subsidies.
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FUNDING URBAN PUBLIC TRANSPORT SERVICES

Funding mechanisms. principlesand aims

What should be the guiding principles for funding urban public transport sysems? What are
the ams?

A number of basic principles are described below which should be taken into condideration in
choosing afinancia arrangement for urban public transport (Essig 1985):

ensuring that the operator has reliable and sustainable resources to enable it to make
commitments and fulfil its task in the long term. If possble, revenue should increase
in line with the operating costs of urban public transport (Vivier 1985);

requiring a contribution from dl those who benefit directly or indirectly from public
trangport. People who use an individud means of trangport benefit from the existence
of a good sysem of public transport because the roads are less congested and their
journey times are fagter. The inhabitants of towns egpecidly those living on man
roads, dso benefit from a better quality of life thanks to public transport. A financid
baance needs to be found for each category of beneficiary rather than amply for
direct users,

hdping to establish a co-ordinated transport policy in urban areas. The principle of
setting true prices must be observed for dl means of transport in order to avoid
digorting choices. The wel-known fact that car drivers cover only pat of the socid
cost of her journeys must be taken into account in deciding how to fund urban public
transport;

taking account of possble economic distortions arisng from contributions required
from the indirect beneficiaries of transport services (other than users);

making the operating company aware of its respongbilities. It must have a very broad
margin of manoeuvre in operaiond management. The transport company should
assume the commercid risk for traffic. This will give it an incentive to meet the needs
of usersand to cut its operationa costs,

enauring that financid schemes contain sufficient incentives for the operator to meet
the ams set by the public authorities,

decisonrmaking powers must be shared in accordance with the divison of financid
ligbility, and the decison-making authority must adso be responshble for funding
expenditure.
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Public authority subsidies for urban public transport must am to:

. soread the cods between direct beneficiaries (users) and the other beneficiaries of
urban public transport;

. promote mohility for deprived groups of the population;

. encourage the use of means of trangport which are less environmentaly damaging.
Smilarly, the use of energy-efficient means of transport should be promoted,

. influence the urban fabric, make the town more attractive for the establishment of
companies and for residentia purposes.

2. Thegreat variety of financial arrangements

The extent to which financid ligbility and decisonmaking powers are shared between
centrd government, dates (regions), locad authorities and trangport companies varies
congderably according to the country and even within countries.

Nevertheess, it is dill possble to try to devise a number of guiddines for sharing ligbility for
the management of urban public transport systems.

. intervention by centra government or federa Staes (regions) should be confined to
issuing generd guiddines and creating incentives (through financid help) amed a
ensuring that collective profitability is taken into account;

. local authorities should play akey role in planning the transport system;
. there should be a willingness to dlow operating companies genuine management
autonomy.

Depending on the models, companies ether have very limited or very extensve financd
ligbility. While some cover only operdtiona cods, others are adso responsble for the
infragtructure, rolling stock and for funding invesment. As a result, definitions of financid
balance and of the coverage of costs assume very different meaningsin different cases.

3. The beneficiaries of urban public transport
3.1. Direct andindirect beneficiaries
Direct beneficiaries, that is users, are the easest to identify. The service is commercid and

the benefit it offers is interndised by the sde of tickets. There are many indirect beneficiaries
and the benefits they derive from the transport system are therefore very diverse.
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Figure 13: Direct and indirect ben€ficiaries

Beneficiaries of urban public
transport services

Direct beneficiaries Indirect beneficiaries
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advantages

Real Financial
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Car drivers. public transport accounts for a large proportion of journeys in town and uses
only a smal proportion of the areas open to traffic. Without public transport, the flow of
individud vehicles during rush hours in the centre of towns would be quite smply
impossible. Car drivers benefit from reduced congestion and, thus, from lower travel codts.

Town inhabitants, people living aong traffic routes public transport is less environmentally
damaging per personvkm and thus contributes to a better qudity of life.

Property owners. better public transport services raise the vaue of buildings and rents. The
transport advantage is capitalised on the value of property.

Property developers. property developers who carry out property deals before a new transport
infrastructure is introduced in anticipation of a rise in property vaues benefit from higher
returns.

Traders. better accessbility by public transport enables them to improve ther turnover.
Given tha the totd expenditure of consumers is fixed, an increase in the turnover of some
businesses will be matched by a fdl in the turnover of others. It should be noted that this is a
pecuniary advantage rather than areal benfit.

Employers. an efficient transport system dlows better access to the employment catchment
area and avoids the costs of a pick-up service. It will be seen that such transport advantages
are normdly correctly interndised by the market.
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The funding modd should ensure that dl beneficiaries make a financid contribution and not
merely users. According to Essig (1985, p. 36) the funding system introduced must therefore
be based on edtablishing new resources levied on dl economic agents who benefit, in one
way or another, from the public trangport sysem or who generate the need to trave within
the town.

While the direct benefits are well known and identified, this is not the case for the indirect
benefits, which are rarely assessed. In recent years, an effort has been made to estimate the
cods of congedtion caused by individud vehicdes and the cost of environmentad damage
caused by both private and public transport.

The indirect advantages of public trangport naturdly cover a wide range of factors. red
advantages which correspond to increased socid well-being (reduced environmenta damage
or a better flow of individua vehicles, for example), the capitdisation of transport advantages
on property (capitd gains where the sarvice is improved) and financia advantages (increased
trade in the town centre). While it seems far that those who indirectly derive genuine
advantages because of a good system of public transport should be caled upon to help fund it
(interndisation of an externd advantage), the Stuation is much less dear-cut as regards other
types of indirect advantage (externd financid factors).

4, Sour ces of funding
4.1. Structure of revenue

In France, the funding dructure is strongly influenced by transport subgdies. Direct
beneficiaries cover only asmal proportion of expenditure,

Table 2: Divison of funding of urban public transport in France (1992)

Asa percentage of operational and investment costs
State 3
Local authorities 23
Employers* 41
Commercial revenue 3
Total 100

* Transport duty.

Source: GART/CERTU, cited by CNT (1994b).

4.2. Direct or commercial revenue

Revenue is the product of fare-setting. In theory, fares are set on the bass of the total cogt,
the am being to ensure that commercid revenue covers as many of the costs as possible. For
various reasons, except in exceptional cases, it is not possble to cover al cogts smply from
the fares paid by users. Urban public transport systems are systematicaly loss making. One
of the reasons for this is competition between different modes of transport, the fact that the
captive customers of urban public transport have little spending power and the desire of
public authorities to promote the use of public trangport via attractive fares. Insufficient
knowledge of costs — an unrelidble or even nonrexisent accounting andyss — conditutes an
additiond difficulty (Cancalon and Gargaillo 1991).
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Fares fulfil three main functions (Bonnafous 1985):

. they cover expenditure;
. they guide the choices of users;
. they ensure redigtribution.

The firg function of fares is to generate the maximum amount of direct revenue for the
operating company in order to achieve a satisfactory level of cost coverage.

Fares are aso designed to inform users of the true cost — the margind socid cost — of ther
journey. How then can it be explaned that commercid revenue covers only a (smal)
proportion of the totad cost? The reason is that individud vehices cover very few of the
socid cods that they generate and it is not politicdly feasble to make car drivers pay the red
cog of ther journeys. In the interests of the community (lower externa environmenta costs
and lower congestion costs), it is dedrable for as many journeys as possble to be made on
public transport. In order to achieve this, the price of public trangport is set atificidly below
the real codt. This policy cals for two comments. Fird, it would be preferable to increase the
cog of individud journeys if the am is to discourage the use of individud vehide transport.
Secondly, if the am is to attract additiond users to public transport, reducing the price of
public transport is probably not the best srategy. We know that the demand for public
trangport is relaively unresponsive to price, wheress it responds better to improved levels of
savice (Bonnafous 1985). In addition, adopting extremey low fares causes problems
(Cancdon and Gargaillo 1991).

Faes dso fulfil a socd or redigributive function. Low-income sections of the populaion
have no dternative but to use public transport for their journeys, which explains why public
authorities wish to keep fares low for such people (financid equdisation function of fares).
Nevertheless, if public transport is to be made a generd dternative to the use of private cars,
efforts need to be made to ensure that it is not seen as a means of transport for dependent
people (captive low-income population).

4.3. Degree of coverage of costs by commercial revenue

The extent to which direct (or commercid) revenue covers costs is a good indicator of the
finencid sysem gpplied. However, comparisons are only meaningful if costs are defined
consgently (operational costs and loan repayments on invesment, for ingtance). Since the
method of funding invesment — in infragtructure and rolling stock — is very vaiable, this
condition is raedy fulfilled. Great care must therefore be taken in comparing rates of
coverage.

In France, there is an enormous disparity between the extent to which costs are covered
depending on the town (from 20 to 80 per cent, Bonnafous 1985).
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4.4. |Indirect revenue

This represents a large proportion of funding of urban public transport (in France more than
50 per cent). There are three types of indirect funding:

. specific taxes or levies which are dlocated to fund the investment or operationa costs
of urban public transport;

. compensgtion for carrying out public sarvice obligations. Public  authorities pay
trangport companies to carry out an (unprofitable) service for the community;

. subsdies to urban public transport systems (deficit coverage) funded from public
authorities genera  budgets (centrd  government, federd daes or teritorid
authorities and municipdities).

For the fird two types, the indirect beneficiaries of public services provide funding. As
regards subsdies and deficit coverage, drictly spesking the indirect beneficiaries make no
financid contribution. Nevertheless, the indirect benefits are the man judification for public
funding of urban public trangport.

Figure 14: Funding sourcesfor urban public transport

Funding of urban public
transport

[ Direct revenue ] [ Indirect revenue }

General budgetary
resources
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4.4.1. Specific levies and taxes
Funding urban public transport through taxing car use in towns

Efficient use of trangport in towns presupposes a co-ordinated approach to setting fares for
each method of transport. At the moment, this condition is not met and the price pad for car
use represents only a fraction of the socid cost. The financid deficit of public transport is
matched by the socid deficit of individud means of transport (Cancdon and Gargallo 1991).
Raisng the taiffs for usng a car in towns would make it possble, a least in pat, to
eiminate the competitive distortion between private and public trangport. There are various
ways of informing car drivers of the socid cost of their journeys (principle of true costs):

. Supplementary tax on fuel in towns

All or part of the revenue raised could be dlocated to funding public transport. Such a
measure raises various problems, for example it would be unpopular, especidly if the
tax revenue were to be used for purposes other than improving traffic conditions for
private vehicles, and it might encourage people to drive outsde towns to buy fud, etc.

. Urban tolls
Severd towns are dudying the possbility or have even introduced a system of tolls
amed a controlling travel in congested aress. Tolls can be viewed as a means of
funding or regulating traffic (Duchéne 1994). Some of the funding could be used to

cover the costs of public transport, with the same proviso as above, that the measure
was deemed acceptable.

Figure 15: Functions of tolls

Urban toll

To provide
funding

Toregulate
journeys

To reduce congestion To reduce environmental damage

Adapted from Duchéne 1994.
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. Pay parking

Pay parking is a convenient subditute for taxing vehicles on the roads. It has the
advantage of being smple to introduce compared with eectronic tolls.

Even if revenue from tax on the use of private cars in towns is not dlocated to funding public
trangport, it should have a postive impact on public trangport revenue. Increasing the price of
journeys in private vehicles is likdy to induce additiond customers to use public transport
and thus improve the its profitability.

Indirect funding by companies

This would involve voluntary or compulsory financid contributions from employers towards
transport expenditure for those of their employees who use public transport. Such
contributions would boost funding for trangport companies. If employers make a subgtantid
contribution to transport expenditure on their gtaff, it would be less difficult for operators to
increase fares if necessary.

Ancther form of funding by companies conssts of a compulsory levy on company payralls,
the resulting revenue being dlocated to funding urban public transport systems. In France,
this is the main source of funding (transport levy). The argument used to judify such a levy
on wages is the posshility of ensuring that companies contribute financidly to the transport
cods of travel for work and occupationa purposes. Companies based in large conurbations
are the cause of a dgnificant proportion of operationd and investment costs not covered by
commercid revenue.

In France, a transport levy (versement-transport) — deducted from the payroll and with a
fixed cdling — is pad by companies with at least ten employees. The rate varies from 0.5 per
cent to 2 per cent (in the Paris area). Introduced in the Paris area in 1971, it was extended first
to towns with more than 300 000 inhabitants (1973), then to those with more than 100 000
inhabitants (1974) and then, in 1982, to groups of municipdities with more than 30 000
inhabitants. The idea is to use this tool to introduce charges for indirect beneficiaries, namey
companies. In this way, the organisng authorities receve a large and relidble source of
revenue enabling them to fund investment and operational cods.

It will be noted that a trangport levy is above dl a convenient means of funding transport
costs in urban areas. However, it does rase a number of problems, for ingance it is not
obvious whether it is legitimate to impose such a large tax. The benefit enjoyed by companies
and thar gaff is a trangport benefit (that is a direct benefit) which has adready been
internalised through the price of the ticket. Consequently, the trangport levy is likely to distort
companies choices dnce it increases wage cods and thus encourages them to redtrict
employment.

Funding by means of a surtax on fuel in urban areas or a sysem of urban tolls would clearly
be more appropriate but admittedly less politicaly acceptable.



4.4.2. Compensation for carrying out public service obligations

Urban public transport systems offer two types of service market services that may be
funded by commercid revenue on the one hand and unprofitable public service provison on
the other. “Public services’ are defined as those which are unprofitable and which operators
would not provide unless compensated. Compensation for reduced fares is part of the same
approach (Cancalon and Gargaillo 1991, p. 289).

The principle of compensation for public service provison is interesting because it makes it
possble to encourage trangport companies to provide certain unprofitable services while
mantaning the maket logc for commercidly viable sarvices. The levd of compensation is
determined in advance in a contract between the public authority and the trangport company.
Moreover, compensation for public service provison does not conditute a subsidy but is
rather a payment in exchange for a service.

4.4.3. Other public funding

Subgdies to trangport companies to cover investment and operational costs congtitute another
important source of funding. In conddering this type of funding, atention should be paid not
only to explicit subddies (those resulting in a payment) but dso to implicit subsdies
(adminigtrative and technicd premises made avalable to the operating company, non
invoiced service provison, VAT exemption or gpplication of a lower rate, exemption from
rates, etc.). In order to ensure transparency, al benefits granted by public authorities —
financid tranders and in-kind benefits — should clearly appear in accounts of the public
authorities concerned, as well asin those of the trangport companies.

5. Funding methods and effectiveness
5.1. Subsidies

Subsdies probably have a negative impact on the effectiveness with which public transport
companies perform their function and are one reason why costs can spird upwards. A causd
link between subsdies and risng costs cannot be ruled out (higtorically, increased subsdies
have been deemed to precede risng costs, see Bonnafous 1985). Generoudy alocated aid
percaved as a convenient and practicdly unlimited source of funding might undermine the
sense of responghility of the companiesthat receiveit.

The effect of subsdies depends upon the sysem of granting them. Aid dlocated in the form
of a percentage of expenditure is risky, especialy when the subgdy rae is high (Frey et 4.
1994). It is essentid to avoid giving operators a blank cheque. In this respect, it would be
better to award aid on the basis of standard or fixed-rate expenditure rather than of actua
expenditure.
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5.2.  Service concession with global budget

Linking the granting of ad to a contract pecifying the way in which financid ad will be
cdculated, and the ams that the company must achieve in order to secure it, is worth further
sudy. Might it not be a good idea to go one sep further and dlocate the company a
comprehensive financid package to fund al operationa costs not covered by commercid
revenue on the basis of a service concesson? The contract, drawn up in advance, possibly for
a period of severd years, would specify both parties commitments, genera ams, services
and the comprehensive financid package.

5.3. Financial resources which create economic distortions

It is important to avoid a gStuation in which financid levies on indirect bendficiaries creste
digortions, thereby incurring economic cods greater than the amount of the levy (the
problem of imposng an excess burden). All the research on the subject of ecologicd tax
reform shows that wage tax, and in particular employers contributions to socid charges, give
rise to a sociad cost wel beyond the amount of the tax. Indeed, the large “tax wedge’ on
wages is one of the causes of the high unemployment levelsin European countries.

From this perspective, more neutral funding, for example a supplement to sales tax (a source
of funding for urben public transport in many American towns) would be preferable.
However, if the tax is too high, it risks generating “shopping tourism”, that is people
travelling to buy chegper elsewhere.

However, there is a better solution, namely to introduce a type of levy which will not cregte
economic digortions and which will actudly enhance qudity of life by reducing the use of
individua vehicles. A sysem of urban tolls or possbly an additiona tax on fud would make
it possible to achieve this resuilt.

Replacing a levy on wages with an urban toll would have two benefits (the double dividend
theory): firdly, an economic one due to lower charges on wages and secondly an
environmenta one.

6. New forms of funding
6.1. Recovering (direct and indirect) capital gainson property

Vivier (1985) argues that for property developers, public transport acts as a vitd determining
factor, comparable to that exercised by a neighbourhood's socid image, in the factors
accounting for the price per square metre of new housing, the chief criteria being the
neighbourhood’'s social composition and accessibility to the centre. The advantage of better
accesshility is capitdised in the vadue of buildings However, it is difficult to cdculate the
amount of cgpitd gan deived from invesment in transport infrastructure. As a result, the
interndisation of capitd gans encounters serious difficulties. This is why, in practice, it is
difficult to recover capitd gain through tax.

In an andyss on funding public transport in the Paris region, the RATP envisaged other
means of recovering some of the benefits that it brings to property developers and owners: a
charge on both the cregtion of office space in the town centre and on new housing throughout
the whole urban transport area (RATP 1981).



6.2. Additional tax on fuel

Increesing the tax on fud in large conurbations is sometimes advocated as a way of
internalisng the externad cods of trangport. In theory, it would be an dmost ided tool for
interndising the cost of environmenta damage. However, to our knowledge, such a tool has
never been applied because of obgacles to its implementation and of the risk of causng
people to drive outside towns to buy fudl.

6.3. Trafficlicences and electronic tolls

Many automatic structures may be used to impose an urban toll. Electronic sysems make it
possible to set the price for use of the urban road network according to the time of day, speed
and thus congestion. Increasingly, eectronic sysems condsting of a card in the vehicle —
prepaid cards or cards that identify the car passng through — and dectronic units to identify
cars, ae being conddered. In the most sophigticated systems, users are informed immediaey
of the amount debited from their card or the sum to be billed. The main purpose of eectronic
tolls is firdly to interndise the costs of congestion, athough it indirectly helps to reduce
traffic nuisance. Two towns in Norway have introduced urban tolls. Since 1991, Trondheim
has used a sysem of dectronic tolls that identify an eectronic card in the car. Bergen, in
contrast, uses a manua sysdem with automatic video monitoring. Bern has consdered
introducing a system of dectronic tolls. The tariff should make it possble to internadise both
congestion costs and externd environmentd costs. However, this is an experimenta study
rather than a public authority project (Duchéne 1994).
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V. CONCLUSIONSAND GUIDELINES

This report has highlighted a number of problems and mafunctions in urban transport
networks. The main ones are;

. the high cos of motor traffic in teems of loss of wdl-being (whether harm to the
environment and hedth, physca danger or wasted time). The cost is edimated at
5 per cent of the GNP, but is higher il in urban aress,

. urban public trangport revenue covers only asmal proportion of operating cogts,

. the difficulty of making urban public trangport a genuine dterndtive to trave by car
and increasing passenger journeys on public transport;

. the difficulties municipdities have in basng ther decisons on coherent information
concerning the demand for public transport;

. the difficulties municipdities have in knowing wha urban trangoort companies
potential for improvement is in the absence of agreed performance indicators as a
basis for comparison;

. the difficulties municipdities have in obtaning the necessxy information for entering
into contracts which delegate services to public or private operators (asymmetry of
information), plus the difficulty of assessng operators performance.

1. Obsarvations

A key am of urban transport policy is to control transport systems in such a way that they are
compatible with sustainable development. Despite efforts by public authorities to develop
road networks, a continuation of present trends could, in the long term, result in unacceptable
congestion of these networks. Developments linked to new information technologies, and
egpecidly tde-commuting and the increasng opportunity for companies to set up outsde
indudtrial  centres are very podtive but do not dlow, a least in the short run, a reversa of
these trends to be envisaged. It is therefore necessary to include, within the more generd
regiona planning policy, an integrated and coherent policy on urban transport.

One essentid dement of this policy is the devdopment of a network of integrated,
multimodd, accessble and efficient urban public trangport. This definitdly does not question
individua car ownership, as cars will undoubtedly remain an important factor of persond
well-being and comfort. However, and precisely in order to ensure the sugtainability of the
benefits of cars, their use might be deterred or restricted under certain circumstances.

There are many urban public trangport organisational modds ranging from direct loca
council management via contracting-out in its various forms to free competition. On the basis
of what information is currently avalable, it is not possble to dae that one modd will
adways be superior to the others in terms of performance. Whereas the transport model
generdly used in the United Kingdom has undoubted advantages from the point of view of
productivity, it does not aways make for a properly integrated network. Furthermore it
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requires a regulatory body. Direct management and contracting-out without risk to the
operator dlow more atention to be pad to public utility, but such management sysems ae
less stisfactory as regards efficiency and profitability. All models dlow use of economic
incentives as a gimulus to urban public transport performance.

The funding of urban public transport systems gives rise to a number of issues The fird is the
lack of trangparency, especidly where costs are shared between the various partners
(municipdities, planners and operators). There is universd gpprovad of the generd principle
of “the beneficiary pays’, but opinion varies as to its practicad applicatiion. In the find
andysis, the taxpayer meets a large proportion if not most of the hill. Indirect beneficiaries
are rarely subjected to rigorous scrutiny. Sometimes indirect benfit is a convenient way of
judifying a new tax or taking from the municipd purse. It should be noted that some
“indirect” benefits are in fact trangport benefits dready covered by the fare.

However a policy based on prices will not dways bring about the desred change in patterns
of use. For example, towns which have introduced “green” network passes at reduced rates
have not seen the results hoped for, as increases in passenger numbers have remained
rdaively modest. This is why dterndive drategies need to be devised. These might include
improving comfort and qudity indead of reducing prices, encouraging intermoddity,
matching trangport networks better to towns economic and socia needs, and passing more of
the indirect cogts of motor traffic on to motorigts. However, information avalable in this fied
rdaes to a farly limited number of manly western European countries. Hence the
representativeness of these experiences is rather low. It is possble tha price dadicity of
urban public transport demand is more important in other countries. This might mainly be the
case for some centrd and easstern European countries, for which information concerning
gmilar experiences or econometric sudiesin this respect is not available.

From these observations, severa guiddines may be suggested to both locd authorities in
charge of urban public trangport organisation, management and funding (or to regiond
authorities in countries where they have direct competencies in this fidd) and to dates, within
the framework of their genera competencies concerning the co-ordinaion of policies and the
gpatid planning on andiond levd.

2. Guidelinesfor local and regional authorities
2.1.  Urban public transport: aims and policies

. clear drategic ams should be set for urban public trangport and should be pursued in
al subsequent policy decisons the ams should take into account the fundamental
objectives of al urban public transport services:

- to provide easy access to the town's various facilities, for al categories of
people, including the disadvantaged, and aso for goods;

- to ensure that the mode of transport is safe;

- to limit the adverse effects of trangport on hedlth and public well-being;
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policies should be formulated to ensure sudtainable trangport management in urban
aress, taking into account the following condderations:

- interndisng the externd cods of private vehicles (for example, through urban
toll systems, management of parking spaces, etc.);

- controlling traffic (Speed limits, permits for access to town centres, etc.);

- improving public transport supply and promoating intermoda transport.

implement a communication policy for the benefit of users and associste them with
the definition of transport gods and policies, and aso to decisons concerning urban
public trangport organisation and management.

Organisation of the transport service

more respongbility should be given to the operator, whether private or public;
operators should be encouraged to reduce costs as well as meet users needs. To do
this, they should help bear the various kinds of risk:

— commercid risk: they should be interested in incressng revenue from private
sources (tickets, season tickets, hire and advertisng);

- production risk: they should be interested in reducing costs,

- investment risk: they should be interested in promoting efficient invesment;

this am of rendering transport operators more accountable should be pursued at al
dages of the decisonr-making process. organiang the sarvice, regulating the market
and setting management objectives and laying down afunding strategy;

if the operator is private and the trangport supply is determined by the public
authorities, the operator should be chosen by means of a competitive tendering
procedure;

if the operator is private and the transport supply is determined by market forces, the
compstition sysem should be regulated in order to limit any adverse effects of the
market;

simulate an improvement in performance by the operators of a particular network by
means of comparisons based on appropriate and reliable indicators with performances
of other operators working under smilar conditions (benchmarking);

operation agreements should be made for a fixed period of time, taking into account
not only operators needs to develop their policies and make a return on ther
invesments, but dso the need to simulae the operator to improve performance in
order to ensure a renewa of he agreement; generdly spesking, a period of between
five and ten years should satisfy these two requirements.
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2.3.

24.

Management tools and performance indicators for urban public transport
companies

management objectives, in quditative and quantitative terms, should be clealy lad
down in the contract specifications (for private operators) or the ingructions (for
public operators);

if the service is managed directly by the public authorities an efficient management
accounting system should be set up;

the performance indicators to be calculated and published by the operators should be
Specified;

public operators employees need, for example through pay adjustments, to improve
performance, measured by indicators smilar to those used in the private sector;

authorities should equip themsdves with the necessary expertise to assess the
peformance of urban public trangport services, dther themsdves (through specidist
saff) or through independent auditors.

Funding of urban public transport services

make the choice concerning the degree of coverage of costs by public sources with
full knowledge of the facts, on the bass of precise and complete information mainly
regarding transport demand. This choice should be the subject of a political decison
taken in advance and should definitely not be the result of the operation. If possible, in
large cities, information should be provided not only by traditiond means (traffic
measurements, surveys, polls) but dso by economic studies outlining in paticular the
eadticity of demand;

operators, whether public or private, should be provided with sufficiently stable and
sudtainable resources to enable them to make commitments and carry out thelr duties
in the long term;

dl those who benefit, directly or indirectly, from the podtive externdities generated
by urban public transport services (accesshility, increase in  propety vaue
contribution to economic development, etc.) should be made to contribute financidly,
rather than individua users done;

care should nevethdess be taken to ensure that levies on indirect beneficiaries cause
fewer digtortions in the economy than they diminate;

to ensure redigtribution of resources for the benefit of the disadvantaged, vary fare
charges on the basis of aprecise, reliable assessment of desired results and costs,

dl date subsdies to private operators should be granted on the bass of a contract
dipulating in advance the conditions of subsdy, the objectives to be achieved and the
methods of cdculation;
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operators should receive compensation for fulfilling public service requirements, the
amount of compensation should not be determined on the bass of actua codts, but
rather on the basis of output (for example the volume of services), a a flat rate fixed
in advance;

once the proportion of tota costs to be covered by public funds has been established,
this amount should be primarily funded by specid taxes or compensation for meeting
public service requirements (serving outlying areas or offering reduced fares, etc.);

subsidies should not be awarded to compensate for the results of bad management, but
insteed:

- to divide cogts between direct and indirect beneficiaries;

- to increase the mobility of disadvantaged persons;

- to encourage modes of trangport that are less harmful to the environment;

— to influence the urban infrastructure and make the town a more attractive place
inwhich to live or to set up abusiness,

the subsdy awarded to cover the deficit should be fixed before the start of the
financid year and should be based on standard costs rather than actua expenses;

implicit subsdies should be clearly identified (premises made avalable for use, lower
tax rates, etc.), consolidated in dl financid andyses and awarded as a result of a clear
policy decision taken with full knowledge of the facts.

Guidelinesfor national gover nments

Thee guiddines are essntidly addressed to nationd governments. They may dso be
suggested, mutatis mutandis, to the governments of federate states and to regiond authorities
that exert law-making competencies.

3.1.

Data collection

the busness data which locd authorities would be invited to collect and tranamit
should be lad down a nationd leve; data should be sufficiently detalled to permit
thorough andysis of management, but should aso be fairly easy to assemble;

a benchmarking sysem should be set up a naiond levd on the bass of the data
obtained, to dlow loca and regiond authorities to carry out acomparative assessment
of the peformance of their trangport operators, if they so wish. Information
concerning advantages of this sysem should be disseminated in order to encourage
locd authorities to participate;

loca authorities and ther associations should be involved in every dage of
implementing a nationd benchmarking sysem: deciding the types of daa to be
collected, the indicators to be cdculated and compared, and how results will be
disseminated.
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3.2.

3.3.

Assistance for local authorities

manuas for urban public transport management should be produced and issued to
loca and regiond authorities, giving eected representatives a concise picture of the
legd framework, the chief management tools and the methods of using them;

a the request of locad authorities, a management supervison service for urban public
transport companies should be provided;

locad and regiona authorities and their associations should be given assstance and
encouraged to st up specid training schemes for their employees and eected
representatives,

co-operation between loca authorities should be fostered with the am of improving
urban public trangport services, for example by:

- drawing up mode partnership agreements, to encourage flexible arrangements
for co-operation;

- granting tax or financid benefits to dl inditutionalised forms of co-operation
in thisfidd,

- digtributing informeation on the results of existing co-operation initiatives.

I nternational co-operation

internationa, politicd, scientific and technicd co-operation should be fostered in the
field of urban public transport;

efforts should be made to harmonise, a European levd, existing nationa systems for
data collection and benchmarking.
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GLOSSARY

Effectiveness

The extent to which objectives (of an organisation, policy or programme) are achieved, or the
relationship between the extent and actud effect of outputs in the achievement of objectives.

Efficiency

The relaionship between resources (inputs) used and services ddivered (outputs). An
efident activity maximises output for a given input or minimises input for a given output.
Efficency measures take the form of output/input ratios (productivity) or expenditure/output
ratios.

Elasticity

Connection between relative variations of two measures linked by a reationship. It indicates
the percentage of variation of one measure induced by a variation of 1 per cent of the other
messure.

Externality

Involuntary and often diffuse incidence of the activity consdered in other sysems which do
not take pat in this activity. Externdities are often difficult to evauate and are not the
subject of any negotiated compensation.

I nput

Goods, services or other means entering into the process considered. Production entry flow of
means.

Negative externality

Diffuse nuisance engendered by acts which do not have this god, such as pollution produced
by road treffic.

Output
Results of the process considered. Products and services exit flows.
Positive externality

Useful or enjoyable effect produced in a diffuse and often unintentiond manner in the course
of activitiesaming at something dse.

Price elasticity

Measures the percentage of variation of the demand for a certain good induced by a 1 per
cent augmentation of this good's price.
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Productivity
Quantitative relationship between the production and one or severd of itsfactors.
Quality of service

The extent to which the nature of the output and the delivery of the output meet user needs.
Qudity of service may be directly messurable (for example waiting time for a means of
transport) or may need to be inferred from the results of customer surveys.

Service delivery

The provison of a public sarvice for a dient (individud citizen, busness or other). The
digtinction should be made between direct provison to a client by a public sector organisation
and indirect provison to a dient on bendf of a public sector organisation by a third party (for
example a contractor).
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FINLAND

l. THE MANAGEMENT AND FUNDING OF PUBLIC TRANSPORT IN THE CITY OF OULU

1 General organisation

Public transport is based on bustraffic in Oulu.

Traffic permits are granted by the authorities.

The bus companies plan the routes and schedules and apply for the maintenance of traffic
gther via a new traffic permit or via a change to an old permit from the permit authority. In
the city, the permit authority is the technical board; but when it concerns cross-border traffic,
it isthe provincid government.

The city publishes the traffic permit gpplication in case the vehides under the provincid
government’ sjurisdiction are driven in the city area.

The police supervise the treffic.

The city is respongble for the planning, congruction and maintenance of the routes used in
public trangport, including stops and traffic organisation equipment. The road department, in
its turn, is responsble for the condruction and mantenance of the roads used for public
transport.

. THE PUBLIC SERVICE ROLE OF URBAN TRANSPORT

The following steps have been taken in order to secure the service role of public transport:

. the technica board, which is an eected body, decides the routes and schedulesin the
city areq;

. the technica board confirms annualy the price of bus faresin the city, aswdl asthe
price of regiond tickets;

. the bus companies which operate the system take into account passengers  feedback
when planning routes and schedules.

The following public transport steps have been taken in regard to environmenta protection:

. the diesdl fuel used by buses has contained no sulphur since 1993 and both the amount
of sulphur dioxide and particle emissons have diminished;

. the emissons of the busesin use snce 1991 fdl beow the Euro 1 emisson leve;
. training given to drivers has resulted in less use of fud and with it harmful emissons;

. the new buses, used since January 1998, contain catalysers,



the urban bus services are seen asawhole, aswdl asin terms of their profitability, so
that they comprise not only economicaly profitable routes but aso routes which,
athough economicdly less profitable, are essentid in serving the passengers.

SETTING PUBLIC TRANSPORT GOALSAND THEIR FOLLOW-UP

when planning traffic organisation, gods are set for the routes and the type of public
trangport used. A traffic organisation plan, “Traffic in the Oulu Region in 2010°, was
completed in 1992.

with separate traffic organisation plans, gods are st for the service levd of public
trangport. Such gods ae, for instance, waiting time a stops as wdl as the qudity of
equipment at stops. The latest public trangport plan in the Oulu region was made in
1995;

traffic research concentrates on the use of different types of public transport. The
latest traffic research was madein 1994;

the number of passengers and the sysem’s developmert is monitored annudly, as
well as the amount of traffic finance and itsimpact;

decisons on traffic organisation and public transport are made by public officids,
who represent the users, and the bus company representatives,

the city’ streffic planners are public transport users.

PUBLIC TRANSPORT FINANCE

Sour ces of public funds:

the amount of public transport appropriation is annually decided by the city council;

the state's subsdy to public transport is granted annualy to the city by the provincid
government;

Operation:

city finances and date subsdies are used to compensate for tariff reductions in inner
city and regiond traffic areas and to develop public transport information and public

trangport planning;

the compensation for tariff reductions finances price reductions for the following
ticket types monthly passes, city and regiond tickets, changing buses for on-going
journeys, travelling with prams;

finance is based on agreements between the city and public transport operators
accepted by the technica board. Tariffs are confirmed in agreements;

the use of appropriation according to the agreements is controlled monthly and an
annud summary is made of the use of the gppropriation and its effects;
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subsdies to cover tariff reductions have been used in the city of Oulu since 1990.
With this arangement the reduction in the number of passengers, which continued
throughout the 1980s, has been brought to a halt;

the city has the right to make sure that the traffic is organised according to the
agreements, and aso has the right to control traffic budgets.

independent  decisons about  investment

the municipa technica board makes annua decisons about invedting in city routes as

3. I nvestments:

. the public trangport operators make
financing; neither the city nor the state finances any investment in egquipment;
well as about the building and equipping of bus stops

V. CHANGESIN THE ADMINISTRATION AND FINANCE OF PUBL IC TRANSPORT

There have been no recent changes made in the adminigration of public transport and there
are no planned adminigtrative changes under consideration.

VI.

FINANCIAL DATA

Table 1: Information on the municipality of Oulu

Item 1994 1995 1996

Population (number of inhabitants per 1 000) 104 346 10904

Area (kn? per 1000) 313

Total municipal budget expenditure (million FIM) 2852 2934 3049
Table 2: Trangport performance (regional traffic is approximatey 20 per cent)

Item 1994 1995 1996

Number of vehicles 86.00 89.00 96.00

Transport capacity (number of places) 6201.00 6 370.00 6407.00

Capacity userate

Transport supply (number places per km) 10.9/77.00 12.9/79.00 9.2/78.00

Number of passengers 6 618 095.00 6 764 599.00 7004 375.00

Use (number of journeys per number of inhabitants

served)

Transport demand (number passengers per km) 107 113 114

Total output (number of km covered) 6199 000.00 5979 051.00 6141 292.00

Personnel 221.00 212.00 216.00

Productivity (number of km per number of 28 050.00 28203.00 28432.00

employees)

Commercial speed (average speed, stops included) About 17-20 km/hr
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Table 3: Smplified profit and loss account

Item 1994 1995 1996
Total expenditure FIM 58 373 580 60 250 154 61572018
Staff salaries and wages 3173414 31164831 32674985
Depreciation 6390 190 6400301 5674 409
M'erchandi se purchases, supplies and 10120233 12179770 13318544
misc.
Maintenance and operation expenses 4989248 4513666 3936 805
Financial (interest and other) 3460644 2862450 2047 842
Overheads 2550384 2589983 3001850
Taxes 442 824 522 850 1007 146
Other -1292 357 16 303 -89 563
Total revenue 58 533 812 60657 124 63923 926
own revenue | Tickets, season tickets
(goodssold) | A gertising, hire, other | 50518422 51834521 56 389 482
Subsidies Operating subsidy
Capital outlay subsidy 8015390 8822603 7534444
Profit/lossfor year 160 232 406 970 2351908
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ITALY

l. PUBLIC TRANSPORT COMPANIESIN I TALY

As far as management by objectives, performance and auditing indicators are concerned, it must
be observed that the Itdian transport companies have led the way in auditing actions concerning
public sector management. Even when they were ill municipad departments with no lega
persondity, they had dready adopted private accounting systems instead of the public
accounting methods used throughout al public sectorsin Itay.

During the period in question, budget index daboration has adlowed comparison among the
various companies, in order to improve management efficiency. Budget indicators can express
the effectiveness of management techniques in various companies.

At the moment, one must note that trangport companies are facing a period of fundamenta
innovation that had been predicted within the last few years. In the past, a remarkable number of
grants were avalable to the companies that alowed their public trangport service to primarily
satisfy socia and political objectives. These former managements, though, demondtrated a high
expandon of costs (personnd, bus trangport, journeys made with a smal number of

passengers, etc.).

The mogt sgnificant funds for financing have been donated by centrd government through the
Nationd Transportation Fund a regiona level, and dso by locd government, by means of
recovery plans for operating losses of the transport companies which are either completely or
mainly owned by locd authorities.

The operating loss was thus approved and financed, on the basis of actua results, by the
municipa councils, by whom the management of the company was entirely controlled.

The vdue of this policy can be emphassed by observing the amount of the ticket price: the
company proposed the price, but the municipality had the power to st it on the basis of politicd,
and never economic, criteria. It must be remarked that trangport companies losses have been
covered by centrd government by means of state transfers but latterly they have been charged to
local authority budgets.

At present, there are no legidative measures that dlow operating losses from 1997 and 1998 to
be a charge on locd authorities. This lack of legidation is to be congdered within the above
context of change, as wel as agang a background of general retrenchment of transport
companies in the absence of externd financid contributions. In order to better focus the
management results, new budget modds have been formulated, closer to the principles of free
market economics.

The man innovation results from the legidation adopted in 1997, that has transferred to regions
and loca governments dl the functions and duties in the loca public trangport fidd, in
observance of principles fixed by public adminigration reform. Article 19 has regulated the
sarvice contracts. These conditute the centrd point of the innovation dnce “they ensure the
complete correspondence between service charges and available resources net of tariff revenues,
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and ae dipulated before the beginning of ther vdidity period’. The dements of service
contracts are defined precisdy and must contain financia certainty and budget coverage. They
try to produce a progressve improvement of the relation between traffic revenues and operating
costs (in order to reach 35 per cent by the year 2000).

The system is intended, therefore, to remove loss recovery planning as part of the consolidated
account, to be subdituted by a financing system, defined in advance, which will dlow a
baanced budget and the integration of the regiond public trangport policy, as wel as
management rationalisation and cost reductions.

This means that such economic planning should not dlow any room for poor management but,
on the contrary, should permit transport companies to achieve a stable and balanced budget
which will not sacrifice socid requirements recognised as part of the public transport service.

. TRANSPORT AND MOBILITY COMPANY (GENOA)
1. General presentation

The management of public urban trangport is of a public nature, Snce the municipdity of Genoa
is the proprietor of 100 per cent of the company shares (the company has an autonomous legd
persondlity).

The municipa authority gpproves the company’s main ddiberations, concerning both budgets
and growth drategies. The loca authority sets the ticket price on the bass of mainly paliticd,
Not economic reasons.

The metro network is very limited and there is a body that co-ordinates the various types of
trangport services (tramways, eevators and trolley buses) with an operating centre that refers to
acentra divison.

Environmental protection policies have been promoted only in the last few years and to this
purpose a reduction of motorised transport is presently in progress, with a corollary growth in
raillway transport.

The trade unions are involved in the main decisons to be taken. Recently consumer associations
have dso been involved; representatives of these associations are designated by the municipa
authority to participate in the directors board-mestings.

The financing of capitd expenses is ensured by earmarked regiona and, partialy, municipa
contributions. Before 1996 the company, organised as a municipa company, had no legd
personality and therefore had no direct access to loans. However, the company now envisages
taking out loans. In the past, a slf-financing policy was aso adopted.
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2. Financial analysis

The andyss garts with the amplest datar in the three-year period under review: the ticket price
has increased by 15 per cent (a higher percentage rise than the inflation of the corresponding
period), while the monthly subscription has registered a 9 per cent increase and the annud
subscription has remained unchanged. As with al large companies in this sector, heavy
operating losses have been registered, dthough figures show a decrease in the trend during the
three-year period. The company assumes that a further decrease in the operating losses will take
place in the near future.

The andyss of the cods show primaily a great inflexibility in the budget exdusvey
atributable to personnd cogts, while the burden of the interest charged on previous debts has
been reduced. In the three-year period a dight decrease of personne cogts is shown, obtained by
reducing the number of employees. This reduction was approximately equivaent to 10 per cent
of the whole gaff, dthough the decrease in fact affected only the personnd employed in the
traffic divison rather than the adminigrative personne. The personne employed in the traffic
divison has been reduced by 13 per cent, while adminidtrative personne has been reduced by
5 per cent. Even if these measures have changed the reative burden of these categories of
personnel one cannot say that this represents a postive agpect of management rationaisation.
Reduction of personnel costs, as an absolute vaue and as a charge on the total cogts, does not
equalise, neither does the expectations regarding the decrease in personnd numbers. This is
explained by the increase in overtime hours, which is certainly heavy. However, the codts in
repairs and maintenance show a pogtive stability, while a decrease in the appropriated surplus,
which may have negative effects in the future, must be carefully watched.

As regards the revenues, it is to be noted that there is a substantia stability in the absolute leve
of traffic income, in respect of the average revenue per passenger (+8 per cent). This factor can
be explained by the decrease in the number of passengers.

The mgor item of revenue is made up by the Nationd Transportation Fund that in the three-year
period under review remained absolutely unchanged. Since a revenue decrease (-8 per cent) in
the three-year period is shown as a consequence, the grant from the Nationd Trangportation
Fund will become increasingly important n relaion to the tota revenue; it increased from 39.5
per cent in 1994 to 43.1 per cent in 1996.

The cost coverage redised by traffic revenues remained stable during the three-year period, and
is dmog digned with the one fixed by law. In the three-year period a dight increase of traffic
revenues versus the totad revenues must be noted. The ratio andyds stresses a certan
contraction of the company (the number of vehicles decreased by 4 per cent, means of transport
provison by 10 per cent, and the number of journeys per served inhabitant by 21 per cent)
which can be explained by a reduction in user demand.

This reduction in demand has to be connected in turn with the genera economic criss that has
reduced the daily commuter traffic, and to the #lling birth rate. The capacity usage percentage
has been congtant during the three-year period. The personnd decrease compared with the user
decrease shows a different trend when related to the total personne or traffic divison personndl.
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In the former casg, in fact, the figures decrease over the three-year period, that is the percentage
passenger diminution is higher than the decrease in the totd personnd of the company, but it
remains lower than the diminution of traffic divison personnd (which has decreased in a higher
measure than adminidrative personnd, as dready mentioned &bove, thus the data are
contradictory).

There has been a passenger diminution in respect of the worked hours (13 per cent in the three-
year period) and to seat revenue per kilometre versus the worked hours (3 per cent in the three-
year period). The total cogts in relation to passengers and the seet revenue per kilometre appear
substantially steedy, dthough one notes the decrease of passengers and seat revenue per
kilometre in respect of the served inhabitants (in the latter case about 9 per cent). During the
period sudied, the decrease in the number of vehicles (mentioned above) matched a
modernisation of the fleet. In the last few years the reative weight of the registered vehicles
increased in reldion to the totd number of the company’s vehicles. Some comments have
aready been made about personnd costs, but it must be noted that the tota personnd codts, at
an absolute leve, have remained substantidly unchanged (-2 per cent) while on the contrary the
average cost per unit has increased (+8.4 per cent). A dight increase in labour cods to tota costs
isto be seen, while traffic revenues have remained steedy in relation to personnd codts.

Neverthdess, traffic revenues increase in rdation to the cost of traffic divison personnd. The
increased amount of overtime hours is shown by the rdaive indices ether in rdation to the
personnd numbers or in reation to the totd overtime hours worked. The commercid speed of
the transport remained steady in the three-year period.

The mgor elements are congtituted therefore by the decrease of passengers and personnel and by
the trend towards a diminution in losses. But this last point is connected mainly to company
contraction rather than to the increase of management efficiency (dill to be fully assessed),
congdering the increesed cost of the adminidrative employees in rdation to traffic divison
personnel.

[11. MUNICIPAL BUSAND TROLLEY BUS TRANSPORT COMPANY (ANCONA) — ATMA
(AZIENDA TRASPORTI MUNICIPALIZZATI AUTOFILOVIARI ANCONA)

1 General presentation

The company has been transformed recently from a municipd into a specid datus company (a
trandformation that implies the assumption of a legd persondity). The company is 100 per cent
owned by the municipdity of Ancona. The proprietor body, as in the case of municipdity of
Genoa, has generd auditing control over the main decisons of the company and establishes, for
example, the ticket price on the basis of manly politicd and not economic evauations. The
cregtion of an intramunicipa transport pool has been redised darting from the beginning of
1998.

The Ancona company is provided with buses, trolley buses and trams and has a unique
directiond operating centre to co-ordinate the system.

In the last few years greater attention has been pad to the policies concerning the mgor
problems of the municipdity (hospitals, neighbourhoods, prisons etc.) with an expandon of
services offered. Greater attention has also been paid to ecologica problems.
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The trade unions are involved in the man decisons to be taken. Recently, consumer
asociaions have dso been involved; some representatives of these associations are designated
to the company’ s board of directors by the municipa authority.

Investment activity by the company has been reduced and most of the loans negotiated have
been usad for the purchase of railway equipment.

2. Financial analysis

Like Genoa, the municipality of Ancona andyss aso sarts with the ticket price, which shows
an increase in the order of 20 per cent during the three-year period 1994-96. The annud
subscription increese is more limited, equal to about 6 per cent. The monthly subscription
increase is about 9 per cent. The total increase for the period isin the order of 5 per cent.

As far as the costs are concerned, it is to be noted that the trienniad personnel codts attract a
decrease of about 7 per cent, but the relative burden on the total costs (61 per cent in 1996)
remains subgantidly unchanged. The burden of interes charges on investments is practicaly
zero. An increase of the gppropriated surplus must be consdered postive. As regards the
revenue, one sees an increase (in absolute terms) in traffic income, in excess of 3.1 per cent over
the three-year period, and more if consgdered in relation to the total revenue (from 36 to 42 per
cent).

Financing by the Nationd Transportation Fund is substantialy steady. The increase of the
interest on bank and treasury deposts is a Sgn of a better generd Stuation of liquidity. As
regards the budget indices one must make the following observations:

Covering the cods with the traffic revenues has met the minimum percentage fixed by law in the
total three-year period. The increase in average revenue per passenger is dightly higher and
amounts to 4.4 per cent over the three-year period. Both vehicle numbers and the transport
capacity appear substantialy stable. The capacity usage percentage remains unchanged over the
whole period, as well as the means of transport provison (-2 per cent). The index of seats per
kilometre relative to personnd employed in the traffic section has improved by about 3 per cent
in the three-year period, while the relation between the total csts and the number of passengers
has improved by 4 per cent.

The ratio of trangported passengers to served inhabitants remains substantialy unchanged, as
well as the ratio of seat revenue per kilometre to the served inhabitants. The vehicles available
have been modernised in the last few years. As far as the personnd indices are concerned, it is
to be stressed that a decrease of about 6.5 per cent has occurred over the three-year period; this
decrease pertains in a different measure to the personnel anployed in the traffic divison (4 per
cent) as againg the adminigrative personnel (-16 per cent). It is to be emphasised that the cost of
personnd employed in the traffic divison has in fact increased, as a whole, over the three-year
period. The labour costs during this period have decreased ¢4.25 per cent) while the average
cost increased dightly (+2.4 per cent) but this increase is less than the inflation rate.

The burden of labour costs upon the total costs increased dightly (by approximately 1 per cent),
as well as the traffic revenues compared with the personnd costs (+7.7 per cent). The traffic
revenue has dso increased compared with the personne employed in the traffic divison (+5.4
per cent). The number of worked hours is substantiadly stable in relation to the tota personnel
employed. A substantid rigidity in the company policy is to be noticed, which is characterised
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on the whole by a subgtantia stability of the passenger numbers and of the sarvices offered. A
cost decrease corresponds to this sability, realised by means of personnd reduction, as in the
amilar case of Genoa. In Ancona however, the operation appears more rational and concerns, in
fact, mainly the adminigrative employees rather than personne employed in the traffic divison.
There is a strong decreasing trend in the operating loss and the company intends to present a
balanced budget in this financia year. It is to be stressed that the unarguable improvements of
the latest management efforts are a least partidly attributable to accounting operations, by
which some contingent assets of the previous financia years have been attributed to the most
recent financid years.

V. DATA COMPARISON OF THE TWO COMPANIES

The Genoa and Ancona companies reflect two deeply different Stuations. The Genoa company
operates againg a background characterised in the past by a high degree of indudtridisation (that
is large private and public enterprises). The Ancona company operates against a more modest
background, ether in respect to drictly demographic figures or with regard to the indudtrid
profile of the area (that is businesses and industries of medium aspect).

The Genoa company has encountered a recesson period in the last few years, in connection
with, as previoudy mentioned, the mobility decrease, which was in turn linked to the economic
crigs and the commuter traffic decrease. On the other hand the operating situation of the Ancona
company has remained more stable during recent years.

Both companies have different types of locd transport, but neither has a metro service and
motorised vehicles represent the prevailing method of transport.

The first data presented in the comparative andyses of the two consolidated accounts concern
traffic divison personnd. While such personnel represent 68 per cent of the tota personnd in
the Genoa company, in the Ancona company this figure reaches 80 per cent. This difference
gopears dl the more surprisng when one takes into account that the number of adminidrative
personnd is supposed to denote a measure of a company’s growth.

In fact, we can condder that there are objective limits to reduction of the traffic divison
personnd while the adminidrative personnd, that cannot be reduced, is of rdativey minor
importance. Also a good computerised information system can dlow rationdisation in personnd
cods. In concluson one would expect a higher percentage of administrative personnd in the
Ancona company than in the Genoa company, but it isin fact the opposite,

This is an aspect that is consdered of great importance when evauating the different degrees of
management efficiency in both companies.

Both companies have registered a decrease in codts over the last few years, but in the case of the
Genoa company it was rot sufficient to balance the cod-revenue figures, while for the Ancona
company such equilibrium seemsto be closer.

For both companies the external contributions, either the National Transportation Fund grant or
the municipa authority’s contributions, till represent an item that is didinctly higher than the
traffic revenues.
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The percentage use of the means of transport available presents a smilar Stuaion and
demondrates an important rise in productivity of the order of 20 per cent. It should be
emphasised that the Genoa company must take into account a commercia speed which is quite
low, certainly lower than Ancona's, because of the traffic congestion which is typica of the big
cities (in the Genoa case the Stuation is aggravated because of the lack of ametro service).

V. Evaluation of financial data by way of conclusion

In Ity the entire locad transport sector is characterised by service management that shows
remarkable budget deficits. The budget deficits increase in relation to the number of served
inhabitants and in the large cities the chaotic traffic determines a high cost ether per kilometre
or per employee. The cities that are the object of this study do not have a metro service, which
usudly presents as the only viable form of transport service. Furthermore, a metro system alows
a decongestion of road traffic and reduces the use of loca motorised traffic thus decreasing the
average cosis.

These condderations may explain why the Genoa company’s operating losses are higher than
those of the Ancona company, not only in absolute terms but dso in reation to the user poadl,
that is the served inhabitants. In 1994, in Genoa, the per capita loss was equal to about 142 000
Italian lire, while for the Ancona company the same loss was only about 23 000 Itdian lire.

But it is probable that above and beyond these difficulties under which the Genoa company is
certainly operding, it is ds0 less efficient, therefore it seems necessary to recall the seemingly
excessive adminidrative personnel costs.

One mugt gppreciate dl the efforts used by both companies in attempting a reduction of costs.
However, further reduction remains possible with regard to receipts, in which palitics plays an
amost exclusve pat, in that setting the ticket price is atributed to the company but is in fact st
on the basis of the deliberations of the municipa authority, its proprietor.

By approximate cdculation it has been shown that if the companies had to fix the ticket and
subscription price according to the cost-revenue baance, without taking into account externd
contributions by municipd owners and without consdering the support of the Nationd
Trangportation Fund, that is if they could count only on traffic revenues and other smilar
resources, the ticket price should be fixed a about 4 700 Itdian lire for the Genoa company,
while for the Ancona company the price should be set at about 2 900 Itaian lire.

The annua subscription should be fixed a 1 600 000 Itdian lire by the Genoa company and at
about 900 000 Itdian lire by the Ancona company. Beyond these gpproximate calculétions, the
difficulty being that certain data cannot be excluded, it seems obvious that in dl probability if
these very high prices were implemented they would be difficult to defend a a political level
and would inevitably cause socid conflict.

In conclusion, it is to be noted that the financia analyses of the trangport companies of Ancona
and Genoa confirm a podtive trend a nationd levd, that is a trend towards a quick reduction of
previous budget deficits which were charged to locd authority budgets.
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At the macro-economic leve, the process is further simulated by the recent delegated legidation
concerning loca transport, and is aso explaned by the companies generd policy of cost
reduction, brought about by means of reduction in personnd and the abandonment of less
productive routes.

In future a contribution by locd authorities that own the transport companies will be
unavoidable. The same aso gpplies to those companies that have a legd persondity, since the
determination of the ticket price and some socid palicies regarding underprivileged categories
of the public forbid “pure economic’ management inspired only by comparison of costs and
traffic revenues.

Nevertheless, the transport sector is making big efforts, and good results have dready been
obtained especidly in the last few years, as is evident in the case of the trangport company of
Ancona. And it has become more evident in the management of the transport company of Genoa
inthefinancid years snce 1996.

Financial data on the transport company of the municipality of Genoa

Company name: AMT: Trangportation and mohility company (Genoa). AMT: Azienda mobilita
e trasporti (Ge).

Management: Specid status company since 1 January 1996 (formerly amunicipa company).
Proprietor: Municipality of Genoa (100 per cent).

Territorial limit of service: Persons and goods. transport service within the municipa and
provincid territory and part of the provinces of Piacenzaand Alessandria

Particular features of the company: The urban network of AMT is extended throughout the
urban territory of the municipaity of Genoa, serving a population of about 662 000 inhabitants,
and routes covering approximately 350 kilometres.

Types of service: Bus, metro (2 km only), tram, trolley bus.

Tariff rates

Table 1. Averageticket price(inltdian lire)

Year 1994 1995 1996

Freetravel for 90 minutes 1300 1500 1500
Monthly subscription 46 000 50 000 50 000
Annual subscription 510 000 510000 510 000

Tariff reductions

In 1966 a monthly subscription for students cost an average of 30 000 Itdian lire. Senior citizens
are offered abook of twenty tickets at the price of 13 000 Itaian lire (650 Itdian lire per ticket).

Providgonsfor limitation of expenditure

In the three-year period 1994-96 the reduction of expenditure was essentidly performed by a
freeze on recruitment, that is no recruitment to replace retiring employees.
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Operating losses

(inltdianlire)

Operating 10SSES 1994 ..ot 92 811 267 721
Operating 10SSES 1995 .......ooiiie e 72 107 759 044
Operating 10SSES 1996 .......c.veiiiiiieiiesieeeeee et 56 528 961 413

The company does not borrow in order to cover losses, but receives financid resources from the
municipal proprietor. The proprietor ultimady pays the amounts due to the company by
ingaments. the loss relative to the year 1994 had been only partially reimbursed by 1997.

Explanation of losses

The ticket price is decided by the loca authority on a political basis and is not compatible with
the operating codts. In the latter years a net reduction in passenger numbers has been registered,
either as a consequence of the demographic decrease or of the economic criss that has reduced
the number of commuters working in Genoa. A reduction of the Transport National Fund
contribution has dso been registered in the context of public expenditure limitations. The 1995
and 1996 figures are due to the extraordinary deficit of 32 hillion lire semming from previous
management and relaing to socid security contributions.

Management data
(inmillion Itdian lire)

Table 2: Costs

Item 1994 1995 1996
Initial balance in hand 7379 6999 7371
Plant and purchase expenditure 25552 32412 35537
Works expenditure 3818 4101 3944
Repairs and maintenance 11997 12335 13033
Service provision expenditure 9331 9370 9900
Personnel: gross wages expenditure 162 386 161321 159 962
Personnel: social security expenditure 72510 71006 69 530
Taxes and fees 8 606 3401 7401
Interest on debts regarding controlled companies and

other connected bodies 4800 4800 4800
Interest on loans 9841 6 686 1245
I nterest on short-term financing 4446 5229 4715
Interest on other debts 31 35 266
General expenses 1025 1566 2015
L osses on credits, bonds and other items 0 0 0
Mortgages 6420 6178 739
Appropriated surplus 46 246 16 576 12975
Expenses quotas and losses to be depreciated 0 0 0
Contingent liabilities 4472 555 7043
Other expenses 0 0 0
Net income 0 0 0
TOTAL 378 860 342570 347136
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Table 3: Revenue

Item 1994 1995 1996
Traffic receipts 102 196 103226 102 800
Traffic: additional performances 11446 7310 4838
National Transportation Fund 149 500 145000 149736
Other contributionsin fiscal year account 1042 1712 149
Interest on fixed rate bonds 0 0 0
Interest on bank and treasury deposits 28 33 40
Interest on credit extended to controlled companies

and other connected bodies 0 0 0
Other credit interests 6 4 5
Other benefits from cessation of activities 18 27 20
Appropriated surplus utilised in the financial year 0 0 0
Capitalised costs 1022 1300 9040
Final balance 6989 7371 7912
Expenditure quotas and | osses to be depreciated 0 0 0
Contingent assets 10471 2178 12 068
Other revenues 3331 2301 2652
Net loss 92811 72108 56 529
TOTAL 378 860 342570 347 136

Table 4: Statistical financial data

Item 1994 1995 1996

Revenues from traffic receipts (million ITL) 102 196.0 103225.0 102 800.0
Costs (million ITL) 2929720 297 544.0 299277.0
Minimum coverage fixed by law (percentage) 35.0 35.0 35.0
Coverage effectively realised (percentage) 348 A7 343
Trafficincome 270 30.1 294

Total revenue (percentage)

One-way urban ticket (ITL) 13000 15000 15000

Average income per passenger 644.0 6720 697.0

The legislation in force during the three-year period dlowsthe 35 per cent rate to be considered as atarget to be referred to and progressively
reached during that time.
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Table 5: Ratios

[tem 1994 1995 1996
Number of vehicles 872 834 836
Transportation capacity (number of 83500 80500 79 000
seats)

Seat capacity usage (as percentage) 22 26 22
Transportation provision (number of 3368 834 000 3201 945000 3010531000
seats per km)

Number of journeys per served 14 13 11
inhabitant

Seat revenue per km(ITL) 1042015 1046 046 1040985
Number of employed personnel

Seat revenue per km (ITL) 1292000 1084000 1083000
Number of personnel in traffic section

Passengers per km 280.2 276.7 2434
Number of employed personnel

Passengers per km 401 426 461
Number of personnel in traffic section

Seat revenue per km (ITL) 3864000 3838000 3600000
Number of vehicles available

Seat revenue per km (ITL) 666 670 647
Worked hours (ord.+overtime)

Passengers per km. 254 254 220
Worked hours (ord.+overtime)

Total costs (ITL) 2491 2321 2465
Transported passengers

Total revenues 755 79 83
Total costs (percentage)

Total costs 112 106 115
Seat revenue per km (ITL)

Passengers transported 230 224 215
Served inhabitants

Sest revenue per km (ITL) 5090 4858 4601
Served inhabitants

Number of available vehicles registered

inthelast 5 years 17.7 124 27.8
Average number of vehicles available

Table6: Local authority information

Item 1994 1995 1996
Population 661 827 650 116 654 445
Areain knt 239 239 239
Municipal budget total expenditure (ITL) 1707 464 427 711 1998 606 037 569 2240766 343 277
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Table 7: Personnd data

Item 1994 1995 1996
Number of personnel employed 3233 3061 2892
Number employed in the traffic division 2256 2122 1966
Number employed in the traffic division 70 69.3 68
Number of personnel employed (percentage)
Salary costs (ITL) 234895000000 232326000000| 229491 000000
Average cost per unit (ITL) 72 650 000 75890 000 79 350 000
Salary costs 62 67 66
Total costs (percentage)
Traffic revenue 435 444 4.7
Personnel costs (percentage)
Traffic revenues 62.3 64.1 65.9
Cost of personnel in the traffic division (percentage)
Worked hours 1621 1618 1673
Number of employees
Overtime hours 179 188 210
Number of employees
Overtime hours 102 108 116
Worked hours

Table 8: Transportation performance
Item 1994 1995 1996
Number of vehicles 872 834 836
Average transport capacity (number of seats) 83500 80500 79 000
Seat capacity usage (percentage) 22 26 22
Average transport provision (number of seats per km) 3369 3202 3011
Transportation usage (number of journeys per number 14 13 11
of served inhabitants)
Transportation service demand (number of passengers 906 044 847002 704 030
per km)
Total service provision (number of km covered) 350 350 350
Productivity (number of km per number of employees) 1131550 1071350 1012 200
Commercial speed (average speed, stops included) 15 15 15

(kmvhr)
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Item 1994 1995 1996
Total assets 357 277 390 440 407 286 498 433 540 319 766 257
Fixed net assets 101 555 343 857 91 280 285 278 121 601 035 598
Goodsinventory 6830701 050 7216 846 156 7911864821
Short-term credits 39314 375362 7593147 636 36 592 946 152
Long-term credits 205 803 821 463 297 109 086 740 369 219 514 309
Cashin hand 498711387 1903 547 474 1901 361 155
Others 3274437321 2183585149 3093044 222
Total liabilitiesand shar e capital 357 277 390 440 407 286 498 433 540 319 766 257
Public share capital 47 452 043 480 62 750 631 227 98616 786 060
Private share capital 0 0 0
Short-term debts 131060559 718 167 675091 958 279 936 966 056
Long-term debts 136 700 098 901 140 166 364 974 125 080 682 746
Other 42 064 688 341 36694410274 36685331 39%5

N.B. The operating loss has been included among long-term credits, since it is to be covered by the local authority.

Table 10: Smplified profit and operating loss account
Item 1994 1995 1996
Total expenditure 378 860 250 526 342570031 138 347 135543 767
Salaries and wages 234895 977 034 232 326 668 084 229 491 444 944
Depreciation 6419941343 6178 078 950 7398838428
Goods purchase, provisions and other 25551 998 428 32411885772 35537410615
items
Operating and maintenance expenses 11998 744 933 12 334 488 387 13032964 779
Financial expenses (interest and others) 19119178117 16 749 963 701 11024 856 435
General expenses 1024 605 556 1566 040 606 2014718218
Taxes and fees 8 606 451 461 3401 225 357 7401285578
Other 71245 353 604 37601 680 281 41234024770
Total income 378 860 250 526 342570031 138 347 135543 767
Tickets 102 196 314 967 103 225 781 369 102 800 176 516
Advertising 11448 768 877 7309 350 000 4839152618
Hiring and other 19573172743 12 624 344 855 30580198 783
Sold goods 3330726218 2302795870 2652127 437
Loans (National Transportation Fund) 149 500 000 000 145 000 000 000 149 735 727 000
Operating loss (covered by the 92811267 721 72107 759 044 56 528 161 413

proprietor local authority)
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Financial data of thetrangport company of the municipality of Ancona

Company name: ATMA: Municipa bus, tram and trolley bus trangport company (Ancona).
ATMA: Azienda trasporti municipalizzati autofiloviari (Ancona).

Management: Specid status company not yet conforming to the conditions of Law No. 142 of
1990.

Proprietor: Municipaity of Ancona

Territorial limit of service: Goods and people: public trangport service within the territory of the
municipdity of Ancona.

Particular features of the company: The urban network of the ATMA company covers the
whole municipality of Ancona, serving a population of gpproximately 100 000 inhabitants.

Types of service: Bus, tram and trolley bus.
Tariff rates

Table 1: Averageticket price(in Italian lire)

Year 1994 1995 1996

Freetravel for 90 minutes 1000 1200 1200
Monthly subscription 35000 33000 38000
Annual subscription 360 000 380000 380000

Operating losses

(inltdianlire)

Operating 10SSES 1994 ...t 2370358 473
Operating 10SSES 1995 .......ccciceciece ettt et reens Not avallable
Operaling 10SSES 1996 ........ociuieiieciiee ettt et e e nree e Not avalable

Explanation of losses

As an operating loss was reported only for 1994, one must assume that the budget was balanced
for the years 1995 and 1996 thanks to a trend towards cost contraction, the grants relative to
previous financid years and exceptiond contingent assets. Codts-revenue baance ill remans
one of the main objectives and the company management has been congtantly working towards
this objectivein the last few years.



Management data
(inmillion Itdian lire)
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Table 2: Costs

Item 1994 1995 1996
Initial balance in hand 1009 1008 A6
Plant and purchase expenditure 3930 3290 2598
Works expenditure 85 50 54
Repairs and maintenance 247 150 52
Service provision expenditure 1835 3015 1493
Personnel :gross wages expenditure 11510 10547 10692
Personnel: social security expenditure 6778 5628 6517
Taxes and fees 203 365 236
Interest on debts regarding controlled companies and other 247 204 169
connected bodies

Interest on loans 0 0 0
Interest on short-term financing 35 3 0
Interest on other debts 2 2 0
General expenses 1135 980 1050
L osses on credits, bonds and other items 0 0 0
Mortgages 1095 1002 1485
Appropriated surplus 1225 1956 870
Expenses quotas and losses to be depreciated 24 3 0
Contingent liabilities 116 A 0
Other expenses 0 0 0
Net income 0 0 0
TOTAL 29526 28 272 26 162

Table 3: Revenue

Item 1994 1995 1996
Traffic receipts 9713 10 265 10018
Traffic: additional performances 277 405 363
National Transportation Fund 11882 13585 12480
Other contributionsin fiscal year account 174 1600 942
Interest on fixed rate bonds 0 0 0
Interest on bank and treasury deposits A 478 89
Interest on credit extended to controlled companies and 0 0 0
other connected bodies

Other credit interests 0 0 0
Other benefits from cessation of activities 0 15 0
Appropriated surplus utilised in the financial year 1461 527 0
Capitalised costs 1230 300 0
Final balance 1008 1092 1800
Expenditures quotas and losses to be depreciated 0 0 0
Contingent assets 1377 0 368
Other revenues 0 5 102
Net loss 2370 0 0
TOTAL 29526 28 272 26 162
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Table4: Statigtical financial data

Item 1994 1995 1996
Revenue from traffic receipts (million ITL) 9713 10 265 10018
Costs (million ITL) 25830 25489 26162
Minimum coverage fixed by law (percentage) 35 35 35
Coverage effectively realised (percentage) 376 402 383
Trafficincome 358 36.3 41.09
Total revenue (percentage)

One-way urban ticket (ITL) 1000 1200 1200
Average income per passenger (million ITL) 526 571 549

The legislation in force during the three-year period alows the 35 per cent rate to be considered as a target to be referred toand progressivdy

reached during that time.

Table5: Personnd data

Worked hours (as percentage)

Item 1994 1995 1996
Number of personnel employed 261 242 244
Number of personnel employed in the traffic 210 203 201
division

Number of personnel in the traffic division 80 84 82
Number of personnel employed (percentage)

Salary costs (ITL) 17967 101 564 16848764 174 17209 427 357
Average cost per unit (ITL) 68 839 000 69 622 000 70530000
Salary costs 60.8 59.6 614
Total costs (percentage)

Traffic revenue 54 60.9 58.2
Personnel costs (as percentage)

Traffic revenue

Costs of personnel in thetraffic division (percentage) 67.1 72.6 70.7
Worked hours 1753 1793 1774
Number of employees

Overtime hours 67 85 82
Number of employees

Overtime hours 38 4.7 41
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Table 6: Ratios
Item 1994 1995 1996
Number of vehicles 107 109 112
Average transport capacity (number of seats) 10600 10900 10800
Seat capacity usage (percentage) 24 23 23
Transport provision (number of seats per km) 390 092 165 384 897 662 38423204
Number of journeys per served inhabitant Not available Not available Not available
Seat revenue per km (ITL) 1497 153 1524 666 1574722
Number of employed personnel
Sest revenue per km (ITL)
Number of personnel in traffic division 1857582 1896 048 1911 602
Passengers per km Not available Not available Not available
Number of employed personnel
Passengers per km
Number of personnel intraffic division Not available Not available Not available
Seat revenue per km (ITL) 3430243 3434222 3341148
Number of vehiclesavailable
Seat revenue per km (ITL) 852 887 887
Worked hours (ord.+overtime)
Passengers per km. Not available Not available Not available
Worked hours (ord.+overtime)
Total costs (ITL) 1598 1573 1535
Transported passengers
Total revenues 438 44 458
Total costs (percentage)
Total costs 65.5 66 68.6
Seat revenue per km (1 TL)
Passengers transported 184.6 180.2 1836
Served inhabitants
Seat revenue per km (ITL) 3883 3856 3863
Served inhabitant
Number of available vehicles
registered in thelast 5 years 0.03 0.05 0.08
Average number of vehicles available

Table 7: Local authority information
Item 1994 1995 1996
Population 100058 99736 99453
Areain kn? 12388 12388 12388
Municipal budget total expenditures 216675559 671 261 679313108 256 367 102 135
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Table 8: Trangport performance

Item 1994 1995 1996
Number of vehicles 107 109 112
Average transport capacity 10600 10900 10800
Capacity usage (number of seats) (percentage) 24 23 24
Average transport provision (number of seats per 390092 165 384 897 662 38423204
km)
Transport usage (number of journeys per number Not available Not available Not available
of served inhabitants)
Transport service demand (number of passengers Not available Not available Not available
per km)
Total service provision (number of km covered) 315 308 316
Productivity (number of km per number of 15202 16 077 15652
employees)
Commercial speed (average speed, stops 14.9 km/hr 15.4 km/hr 14 km/hr
included) (km/hr)

Table9: Smplified balance sheet
Item 1994 1995 1996
Total assets 30401525 201 28704775318 34 754 998 452
Fixed net assets 4717 050 207 4084 173525 11158444776
Goods inventory 1008 106 304 1091 241 464 1155678 321
Short-term credit 20443 008 306 15417 123432 16 218985593
Long-term credit 1580112 303 1645122 993 1224332330
Cashin hand 275003404 6459 448 110 4983443 989
Other 8130526 7665789 9113443
Operating loss 2370358473 - -
Total liabilitiesand share capital 30401 525 201 28704 775 318 34 754 998 452
Public share capital 14204111234 16514915 328 20 425 406 842
Private share capital - - -
Short-term debts 8814233345 3689101178 7016 525 988
Long-term debts 7297081844 8246 413 689 7045532 943
Other 86 098 768 254345123 267532 679

N.B. Long-term credits include operating loss, since they are covered by the local authority.




Table 10: Smplified profit and operating loss account
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Item 1994 1995 1996
Total expenditure 29526 092 419 28 272 053 787 26161 902 628
Salaries and wages 18288010010 16 175989 900 17209 427 357
Depreciation 2344090789 2996 774676 1485140650
Goods purchase, provisions and 3980 456 650 3293 090 800 3938079769
other items

Operating and maintenance expenses 247 980 980 150890980 108592 979
Financial expenses (interests and 284 000 000 209 000 000 168 609 331
others)

General expenses 1135000 000 980 000 000 1050043555
Taxes and fees 203 000 000 365 090 980 236 980 890
Other 3043553990 4101216451 1965 028 097
Total income 29526 092 419 28272053 787 26 161 902 628
Tickets 9713045 356 10 265 000 000 10018092 804
Advertising 100 000 456 135980 777 363356274
Hiring and other 5 286 046 607 269 870 444 1398302906
Sold goods 1000000 15000 000 102 150 644
Loans (National Transportation 12 056 000 000 13585 000 000 14280 000 000
Fund)

Operating loss (covered by the 2370000000 0 0

proprietor local authority)
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LITHUANIA

l. NATIONAL LEGAL FRAMEWORK FOR THE MANAGEMENT OF URBAN PUBLIC
TRANSPORT

The management of urban public transport is regulated basicdly by Lithuanias Code on Road
Transport that regulates the organisation and implementation of the carriage of passengers,
luggage, goods and posta dispatches. This document aso encompasses the public management
and control of carriage, insurance, and respongbility for materia damage.

According to Article 4 of the code, the Ministry of Trangport together with the municipdlities,
implements the management of road transport. Municipdities are responsble for the
management and organisation of the loca trangport of passengers. They aso determine the
tariffsfor this service.

Article 8 of the code regulates the organisation of transport. Transport companies have to
obtain licenses that are issued by the locd authorities according to the regulations established
by the state.

The code aso provides for the control of road transport. This involves state supervison of
drivers activities to ensure that the law is respected. The control of road trangport is entrusted
to:

. the Ingpection Department of the Ministry of Transport;
. other date inditutions having the right of control;
. regulatory municipal bodies.

The regulations on transport of passengers and luggage and the regulations on trangport of
passengers by car/taxis control the carriage of passengers. The Ministry of Transport approves
these regulations. The regulations on transport by trolley buses are established by locd
authorities.

It is important to note that the Minigry for the Reform of Public Adminidration and Locd
Authorities has prepared a draft amendment to the Code on Road Transport and presented it
to the appropriate parliamentary committee. According to this draft amendment, the
management of road transport is the responshility of the Ministry of Trangport, the county
manager and the municipdities of Vilnius, Kaunas, Klapéda, biaulia and Panevépys cities.
The county manager manages and organises loca passenger transport within the county.
Municipdities of Vilnius, Kaunas, Klaipéda, Diaulia and Panevépys cities manage and
organise the loca (urban) transport of passengers within the cities. If this draft amendment is
adopted by the Seimas, the municipdities would manage the public urban transport only in
big cities.

The regulation of funding, or financing, of urban public trangport is provided for in the Code
on Road Trangport and in the regulations previoudy mentioned. Public urban transport is
bascdly financed by the income of companies that provide the public trangport services.
Public urban trangport is aso financed by grants and subsidies from the municipad budget to
cover concessonary fares. This later method of financing of urban public trangport is
proposed in the law reding to “the sysem of subsdies Y4 of the advantages accorded
regarding the transport of passengers’, and the newly prepared “methodology for determining
the rate of defrayment”.
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. M ANAGEMENT AND FUNDING OF URBAN PUBLIC TRANSPORT IN KLAP?IDA CITY

At present the public trangport of Klapéda city is being managed directly by the Urban
Infrastructure and Energy Depatment of the Klapéda city municipdity. This department
presents the draft resolutions to the city board or the mayor. The resolutions passed are
caried out or supervised by the personne in the trangport divison of the above-mentioned
depatment. A commisson for the granting and cancelation of route licenses has been
edablished as a municipdity sarvice, it examines the cariers infringements, brought by
ingpectors, and defines the necessary sanctions.

Klaipéda city has only a bus and express-taxi network, and the appropriate locd authority
department manages these services. No information on the co-ordination between urban public
transport management and environmental  protection and urban development policies is
avalable. There is no didrict in Klapéda which suffers unusud socid conditions, therefore
there are no subsidies for carriersin this respect.

The main objective today is the effective functioning of routes and an assurance of the quality of
sarvices. Andyticd cost accounting for urban public trangport is not being caried out. JSC
Klaipédos autobusg parkas (Klaipéda bus flegt) presents only a consolidated report of its main
economic activities. Associations of private carriers take an active part in the preparation of
trangport policies.

The city budget is the man funding source of urban public trangport. There are no
investments and no red investors avalable. The average price of trangport is controlled by
the market. Our carriers are not able to purchase new vehicles or any lessthan ten years old.

A department of urban transport management is to be established this year, and the dispatch
savice is to be taken over from JSC Klaipédos autobusg parkas. No sgnificant changes in
financing are being planned.

Exact cost accounting andysis of separate types of public transport is not being carried out.

Table 1: Local authority information

Item 1994 1995 1996
Population (number of inhabitants) 203 800.00 201 490.00 203 300.00
Area (kn¥) 7105 71.05 98.35
Total municipal budget expenditure

(inthousand LTL) 101 286.90 120 816.00 153 389.20

[1. M ANAGEMENT AND FUNDING OF URBAN PUBLIC TRANSPORT IN KAUNASCITY

Kaunas municipdity manages its own locd public trangport. The management of public
trangport is executed by the decisons of a specid commission, which has been created by the
mayor of Kaunas city.

There are two networks of urban public transport: one of buses and the other of trolley buses.
The management of the networks is carried out on the bass of the interests of passengers
(research of passenger flow, working hours of businesses, geographic didribution of
frequently vidted places, etc.).
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Changes in the network of urban public transport are undertaken according to urban
development plans. Each resdentid area has a bus and trolley bus service direct to the centre
of the city (it is not based on the number of inhabitants living in that areg). Non-profitable
routes are funded from the city budget. The socia needs of inhabitants are secured.

The main objective of the management of urban public trangport is to ensure its effectiveness
while fulfilling the transport needs of inhabitants. At the moment, because of various socid
isues, profit is not the main am of trangport management. Andyticd accounting of each
transport network is being carried out.

Kaunas trade unions strongly influence the setting of trangport prices. However, trade unions
do not influence other decisons.

The financing of urban transport cons s of

. revenue from tickets sold;

. municipd subgdies (the municipdity organises trangport for the benefit of the
inhabitants) that cover the losses of the transport operating companies. The losses are
caused by various socia problems (the setting of tariffs, the concesson system, etc.).

Kaunas municipdity is a the moment deliberating the reviva of bus and trolley bus companies.

Currently, buses and trolley buses charge the same ticket prices. The prices are determined by

Kaunas city council according to the salary and purchasing power of the average inhabitant as

well as being based on actua expenditure of the transport companies.

There have been no changes in transport funding and management during recent years.

Table 2: Kaunaslocal authority information

[tem 1994 1995 1996
Population (number of 416 202.0 4178280 418707.0
inhabitants)

Area (knt) 155.2 155.2 155.2
Total municipal budget 2232263 3014074 303928.1
expenditure (thousand

LTL)
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Table 3: Transport performance— Kaunas bus company

[tem 1994 1995 1996
Number of vehicles 251 245 244
Transport capacity (number of places) 7618 7340 7072
Capacity uselevel 0.60 0.62 059
Transport supply (number of places per km) 76 050 494 75 374 460 65 797 888
Use (number of journeys by number of 0.0080 0.0109 0.0113
inhabitants served)
Transport demand (number passengers per km) 1018 016 425 786 287 061 607 858 232
Total output (number of km covered) 9983 10269 9304
Productivity (number of km per number of 12.67 12.74 1234
employees)
Commercial speed (average speed, stops 176 174 179
included) (km/hr)
Table 4: Smplified balance sheet — Kaunas bus company
Item 1994 1995 1996
Total assets 11 446.3 13368.8 11948.8
Fixed net assets 9827.7 11 968.6 10302.7
M erchandise inventory 11482 837.7 928.9
Short-term credits 2626 4240 505.1
Long-term credits
Cash 205.6 1236 196.0
Other 22 149 161
Total liabilitiesand owners equity 11 446.3 13 368.8 11948.0
Owners’ equity public 114425 15036.8 15036.8
private - - -
Short-term debts 10325 10635 14654
L ong-term debts
Other 19 2379 275.5




Table5: Simplified profit and loss account — Kaunas bus company
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Item 1994 1995 1996

Total expenditure 13709.8 17 858.8 20051.0
Staff salaries and wages 5364.7 6 869.3 8089.0
Depreciation 909.7 1306.9 18535
M.erchandi se purchases. supplies and 50238 6189.0 6380.1
misc.
Maintenance and operating expenses 955.5 10476 939.1
Financial (interest expenses and other) 189 795 93.7
Overheads 5289 7348 8474
Taxes 705.7 1264.6 14294
Other 202.6 367.1 369.0

Total revenue 13187.3 16 006.1 18285.1

Tickets and season 68894 9240.1 109485
Ownrevenue | tickets
(goodssold) 1 4 extising, hire, other 279 5166 4586
Subsidies Operating subsidy 6070.0 6250.0 6878.0
Capital outlay subsidy
Profit/lossfor year -522.5 -1852.7 -1766.1
Table 6: Trangport performance— Kaunastrolley bus company

Item 1994 1995 1996

Number of vehicles 210 208 211

Transport capacity (number of places) 599% 5938 6024

Capacity userate 0.73 0.70 0.69

Transport supply (number of places per km) 67 209 945 64 035 392 39559288

Use (number of journeys per number of inhabitants 0.103 0.103 0.131

served)

Transport demand (number of passengers per km) 1529180400 146 662 400 1037909 000

Total output (number of km covered) 11211 10784 9887

Productivity (number of km per number of 10.30 9.01 8.76

employees)

Commercial speed (average speed, stops included) 152 152 152

(kmvhr)
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Table 7: Smplified balance sheet — Kaunastrolley bus company

1994 1995 1996
Total assets 23907.0 33000.1 40901.0
Fixed net assets 217711 27460.3 331627
M erchandise inventory - - -
Short-term credits 20801 53857 74126
Long-term credits - - -
Cash 558 1167 2492
Other - 344 76.5
Total liabilitiesand owners equity 23907.0 33000.1 40901.0
Owners eqity public 16 966.3 27856.9 33096.0
private - - -
Short-term debts 28793 44332 27880
Long-term debts - - 45394
Other 40614 12100 457.6
Table 8: Smplified profit and loss account — Kaunastrolley bus company
1994 1995 1996
Total expenditure 16 485.4 21637.9 25257.6
Staff salaries and wages 5462.3 61851 75916
Depreciation 946.8 13932 28024
M erchandise purchases, suppliesand 19149 24328 26105
miscellaneous.
Maintenance and operating expenses 11422 11523 20687
Financial (interest expenses and 62.1 878.7 -
other)
Overheads 859.8 11264 17390
Taxes 159.8 236.2 81247
Other 59375 82332 81247
Total revenue 15889.8 20026.4 23290.1
Tickets and season 97501 13175.7 15985.3
Own revenue | tickets
(goodssold) | A yertising, hire. 9750.1 131757 15985.3
other
Operating subsidy 1459.7 14522 17436
Subsidies
Capital outlay - - -
subsidy
Profit/lossfor year -595.6 -1611.5 -1967.5
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RUSSIAN FEDERATION

l. M ANAGEMENT AND FUNDING OF URBAN PUBLIC TRANSPORT IN M AIKOP

Management of urban public trangport in Maikop is public. Direct management of the eectric
buses is the responghility of the municipdity, and the date manages the bus transport
companies. The functioning of the municipd company is supervised and co-ordinated by the
municipd department of economy and infrastructure. Both companies are supervised and
controlled by the regiond depatment of the Gendarmerie (GIA) which is the Russan
Trangport Ingpection Service, and includes representatives from the city administration.

Private transport services are provided on the bass of a contract granted by the city
adminigration. The main means of regulation are monthly mestings on transport a the City
Economy and Infrastructure Committee and through resolutions made by the Road Safety
Committee.

Management of the different trangport networks is centrdised. The routes and timetables are
fixed by the city adminigration; new routes are co-ordinated with existing ones. However,
other trangport networks are managed by independent services.

The public service role of urban public transport is clearly seen in the nature of the ownership
that determines the status of municipa enterprises.

Trangport routes are introduced taking into account the town's environment. Some digtricts
have limits on the number of vehicles permitted.

The assessment of urban passenger transport performance is made by the aforementioned
committee and the Transport Group of the Ministry of Economy of the Adigueya Republic.
God-setting systems are a bass for such assessments. Timetables and routes are controlled
by traffic control services of the trangport companies. Traffic control is the responshility of
the Gendarmerie and public controllers. New routes are introduced by the committee; it aso
co-ordinates the work of transport companies.

Trade unions uphold the rights of their members whenever they are violated. They can raise
questions of management when they affect |abour conditions as stated in a contract.

The dectric bus public trangport sysem is funded from the city budget; the ordinary bus
public transport system is funded from the state budget. Capitd costs were covered by the
impogtion of a trangport tax. In 1998 the trangport tax was abolished which severely
undermined the ability of trangport companies to buy new rolling stock and spare parts.
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Management data
(inmillion RUR)

Table1: Local authority information

1994 1995 1996
Population (number of inhabitants per 1 000) 1754 1765 1777
Area (kn? per 1000) 309
Total municipal budget expenditure 383089 730733 140 655.0
Table 2: Transport performance
(State buses'municipa dectric buses)
1994 1995 1996
Number. of vehicles
Transport capacity (number of places) 1218/3476 1092/3558 743/3 533
Capacity userate
Transport supply (number of places per km) 10.9/77 12.9/79 9.2/78
Use (number of journeys per number of inhabitants
served)
Transport demand (number of passengers per km) 6.5/17.8 12.2/18.7 23.9/20.8
Total output (number of km covered)
Productivity (number of km per number of employees)
Commercial speed (average speed, stops included)
(kmvhr)
Table 3: Smplified balance sheet
(State buses'municipa dectric buses)
1994 1995 1996
Total assets 2176.6/5127| 6513.1/10962( 14 245.4/27 278
Fixed net assets 1823.7/4 241 5830.7/8864| 13411.3/24209
M erchandise inventory 92.3/219 198.2/683 264.9/1 099
Short-term credits 86.7/20 311.2/204 285.9/325
Long-term credit
Cash /1 0.2/2 0.11
Other/subsidies 196.4/399 163.8/695 283.2/2859
Total liabilitiesand owners equity
Owners' equity pulblic
private
Short-term debts 582.3/1 2126.3/83 3251.2/245
Long-term debts
Other /529 301 348.4/182




Table4: Smplified profit and loss account
(State buses/municipd electric buses)
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1994 1995 1996
Total expenditure 1917.9/2280 4 216.4/5 355 5219.2/9 320
Staff salaries and wages 708.9/865 15751634 1 956.6/2 465
Depreciation 73.7/203 110.6/625 290.9/1 884
Merchandise purchases, supplies 440.7/608 1218.3/1482 1001/ 2608
and miscellaneous.
Maintenance and operation 99.3/142 251.4/539 533.8/913
expenses
Financial (interest and other)
Overheads 284.9/117 387.2/252 359.5/476)
Taxes 310.4/345 673.9/823 1077.4/978
Other
Total revenue 1657.9/1773 3612.4/5 356 3386.7/8 560
Tickets, season 542.5/1 357 1938.6/4 654 1660.8/5 671
Own revenue |tickets
(goodssold) |5y extising, hire, n7 na /30
other
. Operating subsidy 1115.4/399 1673.8/696 1725.9/2 859
Subsidies
Capital outlay /432.5 /169.9
subsidy
Profit/lossfor year -260/-507 -604/- -1 832.5/-760




