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1 Purpose and Scope of this Document

1.1 Origins of the Document

This document is the Administrative Procedures Report within the Project ‘Advancing Urban Transport Reform in the Europe and Central Asia Region.  

This Project is sponsored by the Irish Government and administered by the World Bank within a cluster of actions designed to assist reform within the urban passenger transport sector in the Europe and Central Asia Region. 

This Report is the third of four reports to be prepared by CIE Consult which will review the ECA urban passenger transport sector, and which could form the basis of guidance to city officials and transport practitioners. The set of four reports is 

a) Reform Options Report : Considers and compares models for the organisation of the urban passenger transport with applicability to the ECA Region. Includes international experience and case studies.

b) Administrative Structures Report : Analyses the functions, authority issues, organisational structure options, reporting and oversight relationships within the models for UPT.

c) Administrative Procedures Report : Provides an in-depth examination of possible procedures required to administer the reformed structures under the different models for UPT. Provides details on how to administer competitively bid contracts. 

d) Transport Services Contract Report : Considers contracts for the provision of transport services, taking into account international and local best practice. 

A supporting document which contains 8 Case Studies complements the set of four reports. These Case Studies have been selected to provide practical working knowledge of organisational form and reform in cities that are relevant to the challenges facing the Cities of the ECA Region. The selected cities are Adelaide, Bishkek, Copenhagen, Gothenburg, Helsinki, Leeds, London, and Oslo.

1.2 Reform of UPT in the ECA Region 

The World Bank has prepared a comprehensive strategy for addressing urban transport  matters in the Europe and Central Asia (ECA) region.
  This strategy articulates a broad set of principles that will help countries in addressing their urban transport policy agendas and investment priorities, and also serves as a basis for guiding the Bank in providing assistance to these countries.  The strategy has five pillars including: (a) preferred policies, (b) institution building, (c) investment options, (d) knowledge-related activities, and (e) partnerships and linkages.  

The current urban passenger transport crisis within many ECA countries is given prominent attention within the urban transport strategy.  For a number of reasons, urban passenger transport services have declined in recent years and governments are financially hard pressed to address this problem. While the urban transport strategy document is useful, it is necessarily a general document and cannot delve into the specific steps needed to implement appropriate urban transport policies and investments.  To address this limitation Bank and ECA region policy makers agree that a top priority should be the development of  more precise “how-to-do-it guidance” in addressing the current urban passenger transport malaise.

The primary objective of this assignment is to review Urban Transport reform options  for World Bank sponsored urban passenger transport reform programs in the Europe and Central Asia (ECA) Region with a focus on advancing practical implementation of that portion of the Bank’s ECA Urban Transport Strategy.  
While the objective is to review best practices in urban passenger transport reform throughout the ECA region, it is recognized that this assignment cannot possibly lead to conclusions based on a “one-size-fits-all” approach, nor can it take into account all of the nuances and varying laws and regulations among all of the ECA countries.  For this reason a case study review approach using the extensive documentation and experience gained to date in Russia will be used as the foundation of this investigation.
   

The ultimate high-level goal of this investigation will be the achievement of safe, socially responsible and sustainable Urban Passenger Transport in the selected European and Central Asian (ECA) cities that elect to participate in future World Bank sponsored programs of urban passenger transport reform.  This assignment is meant to provide guidance to Bank operations and is meant for Bank’s  due diligence purposes and not for beneficiary use.

1.3 Structure of this Report 

This report has been developed with three main sections : 

a) An Executive Summary (5-8 pages) which presents the main messages to all forms of reader, especially the decision-taker who might not be a transport specialist

b) The technical document (c. 45 pages) on the Administrative Procedures which is intended for the City officials both at the most senior level who must propose and gain approval for the process, and for the manager, administration and technical levels who must implement it. It has been structured to provide an end-to-end description of the process. It also contains relevant practical examples.  

c) Annexed materials concerning service quality (6 pages).

2 Executive Summary

2.1 Context

In the Reform Options Report, two  generalised models (a) and (b) and one transitional phase (c) were considered which allow the participation of the private sector using market mechanisms  :

a) Light Touch and minimum regulation – development of the Free Market model

b) Citywide competitive tendering - Regulated Competition
c) Partial network in the public sector, but some services contracted to the private sector – Administered Public Supply
Option (b) - citywide competitive tendering - is the preferred model, although in many Cities of the ECA Region the conditions are not yet right. However, even in such cases some elements of competitive tendering will be appropriate. Note that (c) is actually presented as a transitional phase to Model  (b), citywide competitive tendering.   The transitional phase is not proposed as a natural end-state.

The value of the urban passenger transport services over a 5-year period (the normal contract cycle) is substantial, and often represents a key expenditure on the part of the City. This has four main implications : 

a) The selection process needs to obtain the best value for money possible. 

b) The competitive process needs to get the best possible price, while preserving the desired quality

c) These high-value contracts will become the main cashflow of the operators. The maximum use should be made of objective criteria, and decisions should be taken openly and never by individuals.

d) The expenditure happens over the contract life. There must be good contract management and administration systems in place to ensure that the right payments are made, and that the contracted services and quality levels are achieved. 

The procedures set out in this report takes special account of these factors. They have both a functional aspect (doing the right job) and a quality aspect (doing the job right).  This report provides guidance on  two main areas : 

1) the processes and practical aspects of competitive tendering for urban passenger transport services, which lead to a contract between the Transport Authority and the Operator

2) specification and measuring of quality of services, which are the outputs of the contract

Procurement of passenger transport services requires new administrative procedures. These are not especially complex or difficult, but they must be well designed and they must be properly and consistently implemented. There needs to be a clear allocation of responsibilities, and the relevant people must have the authority, training and resources to carry out their work. A proper documentation and quality control system must be put in place.

Throughout the document, examples of good practice are provided. The Case Studies (in a separate document) provide an ‘end-to-end’ description of the use of competitive tendering in different environments and with different objectives. 

2.2 The Core Tasks of the Competitive Tendering Cycle

Based on international experience, there are five main tasks that have to be assured by the transport authority, regardless of the degree of specification of the services. These are : 

1) Stimulate Competition : Without real competitors, there is no real competition, and the authority has little chance of getting either best price or best quality. It might be necessary to develop the market, or to protect part of the market for smaller players or new entrants.

2) Make Clear what you want : Know and agree among the decision takers what is actually wanted in terms of the service, and make clear which other objectives (e.g. small operator participation, employee protection) are to be included in the selection process. 

3) Know what you can afford : Be clear about “what you can afford”. The financial realities should be clearly understood and explicitly linked to the volume and quality of service to be specified. Only after a robust budget estimation activity should it then proceed to the intended level of service definition.

4) Get what you want : The competition must be carefully structured to make sure that the desired outcome is achieved. Define the service package and quality requirements, put together the tender documentation, well constructed selection criteria, run the competition well and fairly, and have downstream adjustment mechanisms. There should be feedback at this point to the financial availability.
5) Get what you paid for : Having selected the operator(s) for the job, the agreed task parameters need to be supported by a well structured contract. This in turn needs to be supported by monitoring and corrective mechanisms (including the basis for termination), and is often further supported by a regime of incentives. 
6) Manage the next time round : When the contract/franchise period ends, the service could be rolled over for a further period if previously agreed, or will be opened again for tenders. This might involve refining the specification. It will be essential to ensure the incumbent does not have an unfair advantage due to superior knowledge of the route. Allow for any uplift in prices, but at the same time avoid excessive increases due to lack of real competition or significant transition costs. 

For the ECA Region, the Critical Success Factors are likely to be : 

· Matching the tendering framework with the reality of the competition available in the City, and the volume of work they can take on to reasonable standard. (Phase the transition if necessary.)

· Being realistic about available budgets, and ensuring that specifications of routes, volume and quality are based on what the City can afford

· Setting up excellent administration of the services based on well-designed contracts and monitoring systems, and forming partnership-style relationships with the Operators.

2.3 Key decisions for the Transport Authority 

The Transport Authority will normally establish the framework and make the key decisions about the work to be tendered. The four main decisions areas are  : 

1) Allocation of initiative :  The Transport Authority must decide on the “allocation of initiative” between the Authority and the Tenderers (discussion in Chapter 5 of Administrative Structures Report). This defines who is responsible (or has the right) for making the main decisions about the service design, characteristics, pricing, quality, revisions, etc.  This has many implications for the competitive process, the contract, and the payment basis. The two main options open to the Transport Authority are : 

· the Transport Authority defines the details of the service, and the Operator is a unit of production. This usually leads to a gross-cost contract where the Transport Authority pays the Operator for the service production, and all revenue goes to the account of the Transport Authority.  The Transport Authority carries the financial risk.

· alternatively, the Transport Authority allows the Operator to specify the service (usually within some defined limits), giving the Operator an incentive to maximise the value of the business. This usually leads to a net-cost contract where the Operator keeps the revenue, and is paid by the Transport Authority for the additional costs of any unprofitable parts of the work. The Operator carries the revenue risk.

It is possible to mix these types of work where gross-cost contracts are used for routes which need financial support, but operators are given much freedom for profitable routes.

2) The basic tender unit :  The Transport Authority needs to decide what is the minimum unit of work that forms an acceptable bid. This can be any of the following : 

· the entire City passenger transport operations

· all services on a specific mode (e.g. the bus network, tram network, paratransit)

· all services in a specific area (exclusive or allowing other routes to run through)

· all services on a specific corridor
· cluster of routes

· a specific route 

· nominated trips
· supply of vehicle-kilometres (to be assigned/directed as needed)
For ECA Region, the route is likely to be the most appropriate unit, with options to offer route clusters or corridors where the Transport Authority wants the operator to also take responsibility for operations control or customer services. Contracting in the supply of vehicles or vehicle-kilometres could also be very relevant to the ECA Region, especially for cities which needs to redefine a network that has become badly disconnected from the true travel demand. It could also be a way to bring in a fragmented private sector and then organize it more effectively. In either case, it would be as a transition to a properly structured network and better-organised private sector.
3) The specific work on offer :  The Transport Authority will decide which parts of the public transport offer will be made available. The Transport Authority could offer the entire network in various units, or it could offer only the bus services through tenders and retain the tram or rail services for negotiated contract. Alternatively, it could retain a core part of the network for negotiated contract, and offer only the peripheral or new routes for tender.  

The Transport Authority must also decide the timing of what is placed on offer. It could offer all the services in a single competition. This could be done for area tendering, or it there is a major restructuring of the network. It is more usual to have a rolling program where about 20-30% of the network-kilometres are tendered each year. This means that there are opportunities for competition every year, so that operators who lose some tenders are not ruined. It also allows the Transport Authority to take corrective action to prevent an operator from gaining a monopoly position. 

4) The duration of the contract : The Transport Authority needs to decide how long to let the contract for the individual pieces of work. This is a balance between giving the operator sufficient time to recover the investment costs, and ensuring that the price remains competitive. The Transport Authority must think carefully about the expectations of the operator, or it will find that potential bidders are reluctant to innovate or take risks.

The normal contract duration for bus services is 5 years, whereas for rail-based services they are about 10 years.  Contracts which require the operator to also provide infrastructure may be of longer duration – 20 years or more – so that the operator has recovered the investment. 

2.4 Flow chart of the process

Chapter 4 of this report describes in detail the processes involved in competitive tendering. The overall process is shown in the following diagram, and the various elements are described in individual sub-chapters, along with practical examples.
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2.5 Guidance on Competitive Tendering Processes

Chapter 4 of this report provides guidance on the Competitive Tendering processes, and provides relevant examples of best practice from countries which have implemented competitive tendering. 

The structure of the guidance is shown in the following table :

	Section
	Topic

	4.3
	Selecting work to be tendered

	4.4
	Specification and design of the work

	4.5
	Specification of service attributes and quality

	4.6
	Designing the tender competition

	4.7
	Stimulating competition

	4.8
	Notices and communication

	4.9
	Operator requirements and pre-qualification

	4.10
	Tender documentation

	4.11
	Bid submission

	4.12
	Selection process and criteria

	4.13
	Selection Committee and Probity Measures

	4.14
	Award of Contract

	4.15
	Public Information

	4.16
	Contract management and administration


Four general notes of advice :

1) Establish a formal structure, and document the processes. Set clear targets and review the outcomes. This does not require a heavy bureaucratic effort. For example, the whole tendering processes in the City of Helsinki, Finland, involves only 3 people. 

2) Provide good information, in good time, to all potential bidders. Hold information days, encourage them to find out what work is on offer, how to make bids, and what the City expects from the best bidder. This will increase the number and quality of bids.

3) Make sure the process is fair and open. Bidders who are suspicious of the process or of the results will become hostile, and might not take part in later competitions. This would reduce the effective competition with negative impacts. There is also the risk of unnecessary legal challenges. 

4) Establish good contract administration, and form positive relationships with the operators. The whole process should be designed to select an operator that the City will be happy to work throughout the contract life. The contract and how it is managed should get best value for the City. 

2.6 Relevance of Service Quality to the Transport Authority 

Chapter 5 presents an approach to Service Quality which is designed for the medium- to long-term. While the general approach is immediately applicable, the details are beyond what many cities in the ECA Region need right now. 

However, the reform measures are designed to lead to stability, efficiency and improved quality of passenger transport services. Over time, Cities will want to better quality of service to meet the needs and expectation of citizens, but since the services are operated through contracts they will have less direct control. The contract and support mechanisms must allow them to achieve their policy objectives. 

In the short-term, cities can choose which elements to implement, knowing that they are working within a comprehensive framework. The indicators are fairly universal and relevant, it is the target values that set the standard.

Service Quality needs to defined by the Transport Authority either as the Client or as the Regulator for the Passenger Transport in a City. 

There are two main motivations to do this : 

a) The Transport Authority is the Client for services, and defines the quality it expects for the funding it provides

b) The Transport Authority acts in the social interest to ensure that the passenger transport meets the citizen needs of mobility, safety and comfort

Quality and monitoring of the public transport services are functions of the Transport Authority. There are three dimensions :

· Defining the quality standards and including them in the Transport Service contracts

· Monitoring the performance of the operators, both directly and through operator reporting

· Monitoring the compliance with contract conditions, and intervening where necessary

The Quality Standards will be defined in a Schedule to the Transport Service Contract. The reporting obligations of the operator and the rights of the Transport Authority to monitor the services will be established on the contract. Payments will be linked to service performance, and there will be escalating intervention measures to encourage the operator to conform, or ultimately to allow the Transport Authority to terminate the contract.

At present, many of the cities of the ECA Region face serious problems with the urban passenger transport, so that the quality is poor. Priorities are more about getting vehicles on the road than about good levels of comfort. 

However, this reflects the period of transition. Citizens and authorities should still reasonably hope and plan for much better services, even if it will be a gradual process. The basic indicators are just as relevant in Yaroslavl as in Rome – reliability, safety, value-for-money, availability of a place on the vehicle – even if the achieved standard is different.

This report takes into account the longer-term perspective which the Transport Authority should have, even though the implementation should be phased and should be reasonably aligned with what the City and the citizens can afford. 

2.7 Defining, Monitoring and Managing Service Quality 

Chapter 5 of this report provides guidance on Service Quality from the perspective of the Transport Authority. It covers four main areas : 

· Defining the overall vision of Service Quality and Levels of Service

· Indicators of Service Quality

· Measuring Service Quality and Benchmarking

· Practical experience and case studies

It is suggested that performance indicators should be structured in three types of measure : 

a) Level of service targets – these develop the Urban Public Transport (UPT) service vision and objectives, and will provide the broad framework of expectations for the services

b) Technical measures of service attributes – this will provide clear objective measures which show the actual service performance

c) Subjective measures of service attributes – these will reflect the feeling of the end-user of the services.

Collectively, these indicators will cover the different dimensions of the customer experience in the City’s bus and tram services.  The approach can be presented in the following diagram :

Collectively, these indicators will cover the different dimensions of the customer experience in the City’s bus and tram services.  The approach can be presented in the following diagram :
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The Subjective Indicators provide an important Feedback both on how well the service is performing, and the degree of satisfaction and willingness to choose and use public transport

The concept of “Level of Service” is presented in Chapter 5.2. This allows a common understanding of the committed and actual service levels across decision-takers, planners, operators, and customers. The levels of service are graded from A (Excellent) through F (unacceptable), and there is an explainable difference between one level and the next. 

The broad grading concept for ECA Cities can be explained as : 

A : Ideal or premium service 

B : Very good service

C : Design level of service

D : Acceptable, but unlikely to attract any new customers

E : Undesirable – implement mitigating actions immediately

F : Unacceptable under any circumstances 

Sample indicators and values for Levels of Service for an ECA City are included in Annex A. Note that Level of Service A and B are premium services, for which higher tariffs may apply. Level of service C is the design level of service as defined in the Contract. 

The impacts of the “real world” must also be taken into account. Traffic delays, roadworks, accidents, unexpected customer patterns are among the factors that can impact on the service delivered to the customer. Customers may tolerate an extra 10 minutes of waiting or journey time if it happens occasionally (and especially if the circumstance is explained to them or is obvious) whereas the same delay happening every day would be unacceptable. 

The following intervention approach is suggested regarding the Level of Service levels : 

	LOS
	Occurs daily
	Occasional

(about 1/week)
	Rarely (not more than 1/month)

	A
	None
	None
	None

	B
	None
	None
	None

	C
	None
	None
	None

	D
	Operator must develop service improvement plan
	None
	None

	E
	Operator must implement immediate corrective action
	Operator must identify causes and seek mitigation
	Operator must ensure that customers are informed

	F
	Serious warning to operator leading to loss of route
	Operator must implement immediate corrective action
	Operator must identify causes and seek mitigation


Chapter 4.16 provides guidance on dealing with the Operator.

2.8 Measuring Service Quality

Guidance is given on measuring Service Quality. A wide range of Performance Indicators is suggested, with practical examples of how they can be used and measured. 

Performance Indicators are in two categories : 

· Technical Indicators

· Subjective Indicators

Technical indicators means that they can be measured objectively, and are not influenced by the opinion of the user. Technical Indicators will be used to measure both the planned services, and the actual delivery in terms of output and quality. Clear targets will be set for each of these indicators. 

· For mandatory indicators, failure to meet them will result in intervention measures, including penalties and even loss of route operating rights

· Other indicators will provide clear signals to operators for how they should develop services and customer care programs, and are likely to become mandatory at a later point

Subjective indicators means that they are measured based on the opinion of the user or of an observer. They cannot be measured objectively, and the value for the same event may differ from one person to another. 

There are two main ways of measuring a subjective indicator : 

a) Obtaining the opinion of the user through surveys, interviews, feedback channels. To use as indicators, we prefer that these are structured replies through a suitable sampling frame.

b) Using a trained observer who has been briefed on what items to consider, but will ultimately form a personal value judgement. 

Chapter 5 described these in detail. The high-level approach is shown in the following diagram : 
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3 Requirements for Administrative Procedures

3.1 Context

In the Reform Options Report, two  generalised models (a) and (b) and one transitional phase (c) were considered which have the most relevance to the cities of the ECA Region, and which allow the participation of the private sector using market mechanisms  : 

a) Light Touch and minimum regulation – development of the Free Market model

b) Citywide competitive tendering - Regulated Competition
c) Partial network in the public sector, but some services contracted to the private sector – Administered Public Supply
The characteristics and variants of each were considered, case studies were presented, and the applicability to Cities of the ECA Region was discussed. 

Citywide competitive tendering is the preferred model, although it is recognised that in many Cities of the ECA Region the conditions are not yet right. This is usually due to the structure of the available transport supply, shortage or instability in financing for passenger transport, and the absence of a clear legal and regulatory framework for passenger transport. However, even in such cases it is recommended that some elements of competitive tendering will be appropriate. Thus, guidance on procedures for competitive tendering is likely to be relevant to all reform options. Note that (c) is actually presented as a transitional phase to Model  (b), citywide competitive tendering.   The transitional phase is not proposed as a natural end-state.

As more cities decide to use market processes to procure passenger transport services, the institutional arrangements, organisational structures, and administrative procedures need to be adapted or sometimes completely replaced. This requires new concepts, processes, knowledge and skills. The Administrative Structures, Administrative Procedures, and Transport Contracts Reports have been developed to support the people involved in the process.  

3.2 Organisational and Institutional Issues 

The Administrative Structures Report has identified the functions to be carried out within a Transport Authority. It has discussed the institutional and organisational issues, and has shown a number of sample organisation structures from Transport Authorities who plan and procure passenger transport services  using market mechanisms. 

The Functional Model described in detail the functions and tasks, including those relating to regulation, planning, procurement and intervention. These are the key Functional Areas relevant to competitive tendering, and also cover those required for light-touch regulation, limited procurement and negotiated contracts. Chapter 4 of the Administrative Structures Report examines the Functional Areas of  Regulatory, Procurement and Intervention in detail. 

This report presumes that the Transport Authority has :

· established the legal basis for regulation, organisation and procurement of services

· put in place appropriate organisational structures

· established the relevant departments

· appointed, trained and empowered suitable personnel

· organised financing for both the transport services and the procurement processes

Within this framework, Chapters 4 and 5 of this report describe the relevant procedures.

3.3 Competitive Tendering

Procurement of passenger transport services requires new administrative procedures. 

These are not especially complex or difficult, but they must be well designed and they must be properly and consistently implemented. There needs to be a clear allocation of responsibilities, and the relevant people must have the authority, training and resources to carry out their work. A proper documentation and quality control system must be put in place.

The value of the urban passenger transport services over a 5-year period (the normal contract cycle) is substantial, and often represents a key expenditure on the part of the City. In a typical EU city of 1 million inhabitants, the turnover of the transport services is likely to be worth more almost €1 billion over 5 years, with the city financing 20-50% of that amount. The amounts will be less in typical Cities of the ECA Region, but are still very substantial. 

There are four main implications : 

a) The selection process needs to obtain the best value for money possible. This may mean seeking operators from other regions, or encouraging new entrants to the market. Making a poor selection can result in wasted resources and bad value for citizens. 

b) The competitive process needs to get the best possible price, while preserving the desired quality. Even 1% extra cost saving can have a high value. Therefore, competitions need to be real, with bidders offering best prices. This will only happen if the Transport Authority are seen to be serious, and if the best bidders know they are under pressure.

c) These high-value contracts will become the main cashflow of the operators.  Winning contracts should lead to profits, losing them can destroy an operator. Favourable prices can lead to better profits. Closure of part or all of a public utility lead to local unemployment. This will inevitably lead to possibilities for corruption, pressure or intimidation of people involved in the process. Processes need to be transparent and audited. The maximum use should be made of objective criteria, and decisions should be taken openly and never by individuals.

d) The expenditure happens over the contract life. There must be good contract management and administration systems in place to ensure that the right payments are made, and that the contracted services and quality levels are achieved. Careless procedures (e.g. where invoices are paid without checking, lack of monitoring) can lead to a significant overpayment during the contract life, while undermining the credibility of the Transport Authority.

The procedures set out in Chapter 4 takes special account of these factors. They have both a functional aspect (doing the right job) and a quality aspect (doing the job right).  

The main axis of this report is based on the competitive tendering model (and variants e.g. gross/net cost, route/area) for the total network. Where appropriate, additional materials will be introduced within the chapter or section to deal with the procedures for light-touch regulation, and for limited procurement around a core public sector network. 

The model of a Negotiated Contract has not been considered in the Reforms Options Report. Such a contract is usually concluded with the public sector entity and is designed to drive efficiency improvements and quality through a series of targets and incentives, normally coupled with a program for the restructuring and realignment of the entity and its business processes. This is a valid model under certain circumstances, but since it does not require a complex set of administrative procedures, it is not considered in this report. The elements of  Service Specification (4.4), Service Quality (4.5 and Chapter 5), Operator Requirements and Pre-qualification (4.9), Contract Administration and Contract Management (16) of this report can all be applied to Negotiated Contracts. It will generally be good practice to have a benchmark against which to judge negotiated contracts, which may be best achieved through selective competitive tendering of parts of the network.

3.4 Quality of service

Definition and management of quality is fundamental to the procurement of passenger transport services. When transport services are procured, the operator becomes an agent of the Transport Authority. There is a commercial agreement to carry out specified services. However, it is not enough to simply specify the work to be done in terms of routes, frequencies and volume. 

The operator is no longer under the direct management of the Transport Authority, but instead is providing outputs (or “products”), while managing its own internal affairs. Especially in gross-cost contracts, the profitability is achieved primarily through minimising and managing costs. 

The operator has a clear incentive to avoid costs, potentially regardless of negative effect on service volume and quality. There must be a counterbalance incentive for the operator to perform according to the wishes of the Transport Authority. This is achieved by making a clear specification of services and of quality (parameters, target values, allowable exceptions) and linking this to a system of bonus/penalty  payments. The scheme should be described in the bidding documents and included in the contract. 

Because of its high importance, Chapter 5 and Annex A of this report are allocated to Quality of Service.

4 Administrative Procedures for Competitive Tendering

4.1 Discussion and assumptions

Generally, it can be considered that there are three functions which need to be assured by a Transport Authority, regardless of the structure of such an authority or of the market environment in which it functions : 

a) The emergence of a network of transport services which meets the needs of the citizens, and its ongoing development to reflect changing needs

b) The procurement of transport services from competent operators in a way that achieves sustainable value-for-money for services which are supported by the public purse

c) Maintaining the quality of the transport services throughout the contract, licence or concession period. 

Note that these need to be “assured” by the Transport Authority – the Authority could also remain directly involved in the service provision, or could delegate some or many functions and decisions to agencies or to operators while keeping control of the policy making.

Based on international experience, there are five main tasks that have to be assured by the transport authority, regardless of the degree of specification of the services. These are : 

1) Stimulating Competition : Without real competitors, there is no real competition, and the authority has little chance of getting either best price or best quality. It might be necessary to help develop the market, or to protect part of the market for smaller players or new entrants.

2) Making Clear what you want : This includes knowing and agreeing among the decision takers what is actually wanted in terms of the service, as well as making clear which other objectives (e.g. small operator participation, employee protection) if any are to be included in the selection process. 

3) Knowing what you can afford : A fundamental part of this phase is being clear about “what you can afford”. The financial realities should be clearly understood and explicitly linked to the volume and quality of service to be specified. Only after a robust budget estimation activity should it then proceed to the intended level of service definition.

4) Getting what you want : The competition must be carefully structured to make sure that the desired outcome is achieved. This will involve defining the service package and quality requirements, putting together the tender documentation, well constructed selection criteria, running the competition well and fairly, and having downstream adjustment mechanisms. There should be feedback at this point to the financial availability.
5) Getting what you paid for : Having selected the operator(s) for the job, the agreed task parameters need to be supported by a well structured contract. This in turn needs to be supported by monitoring and corrective mechanisms (including the basis for termination), and is often further supported by a regime of incentives. 
6) Managing the next time round : When the contract/franchise period ends, the service could be rolled over for a further period if previously agreed, or will be opened again for tenders. This might involve refining the specification. It will be essential to ensure the incumbent does not have an unfair advantage due to superior knowledge of the route.  It will be necessary to allow for any uplift in prices, but at the same time to avoid excessive increases due to lack of real competition or significant transition costs. 

4.2 Flow chart of the process

The overall process is shown in the following diagram, and the various elements are described in the remainder of this chapter, along with practical examples.




















4.3 Selecting work to be tendered

Normally, the Transport Authority decides the work to be tendered. There are four main decisions to be made here : 

1) Allocation of initiative :  The Transport Authority must decide on the allocation of initiative between the Authority and the Tenderers (see discussion in Chapter 4 of Administrative Structures report). 

At one extreme, the Transport Authority specifies every aspect of the service, and the operator is merely a unit of production. This requires a high degree of competence on the part of the Transport Authority and the ability to design the services. It also takes more effort and resource. This is more typical of gross-cost contracting where the Transport Authority carries the revenue risk.

On the other extreme (e.g. citywide concession) the Transport Authority allows the operator to decide all the main parameters of the service. The positive scenario is that the operator has good expertise and an understanding of user needs and operating conditions, and is therefore better placed to design the service. The Transport Authority specifies some basic characteristics of mobility or service quality, and the operator has freedom as long as these targets are achieved. This is more typical of a net-cost contract or a concession where the operator carries the revenue risk.

2) The unit of work :  The Transport Authority needs to decide what is the minimum unit of work that forms an acceptable bid. This can be any of the following : 

· the entire City passenger transport operations

· all services on a specific mode (e.g. the bus network, tram network, paratransit)

· all services in a specific area (exclusive or allowing other routes to run through)

· all services on a specific corridor
· cluster of routes

· a specific route 

· nominated trips
· supply of vehicles or vehicle-kilometres (to be assigned/directed as needed)
Most cities offer the route as the basic unit, and then allow bidders to cluster these if there are economies of operation such as inter-working or shared overheads. 

Most cities in France and some in the USA offer the total network out on a long-term concession basis. Adelaide, Australia successfully tendered their bus network as 6 areas in 1999-2000. UK cities (except London) often tender out specific trips or evening/weekend work on a route, where the daytime service is operated without subsidy.

For ECA Region, the route is likely to be the most appropriate unit, with options to offer route clusters or corridors where the Transport Authority wants the operator to also take responsibility for operations control or customer services. Contracting in the supply of vehicles or vehicle-kilometres could also be very relevant to the ECA Region, especially for cities which needs to redefine a network that has become badly disconnected from the true travel demand. It could also be a way to bring in a fragmented private sector and then organize it more effectively. In either case, it would be as a transition to a properly structured network and better-organised private sector.
3) The specific work on offer :  The Transport Authority needs to decide which parts of the public transport offer will be made available.

The Transport Authority must decide whether it is making all services available for tender. It could offer the entire network in various units, or it could offer only the bus services through tenders and retain the tram or rail services for negotiated contract. Alternatively, it could retain a core part of the network for negotiated contract, and offer for tender  only some routes, the peripheral or new routes, or a selection or routes to act as benchmarks.   

The Transport Authority must also decide the timing of what is placed on offer. It could offer all the services in a single competition. This could be done for area tendering, or it there is a major restructuring of the network. It is more usual to have a rolling program where about 20-30% of the network-kilometres are tendered each year. This means that there are opportunities for competition every year., so that operators who lose some tenders are not ruined. It will also enable new operators to build a progressive share of the market and avoids risk of dominance from an existing major operator. It also allows the Transport Authority to take corrective action to prevent an operator from gaining a monopoly position. 

Cities would normally carry out just one or two rounds of tendering per year. This reduces the overhead and administration involved, and also allows for smoother transition when all routes change at the same time. However, for very large cities (e.g. London) it may be more practical to have a rolling program through the year, supported by a full-time staff.

4) The duration of the contract : The Transport Authority needs to decide how long to let the contract for the individual pieces of work. This is a balance between giving the operator sufficient time to recover the investment costs, and ensuring that the price remains competitive. The Transport Authority must think carefully about the expectations of the operator, or it will find that potential bidders are reluctant to innovate or take risks.

The normal contract duration for bus services is 5 years, whereas for rail-based services they are about 10 years. Contracts which require the operator to also provide major fixed infrastructure may be of longer duration – 20 years or more – so that the operator has recovered the investment. 

As a broad guideline, assets which are not mobile and which have no other possible use (e.g. tunnels, rail infrastructure) could have contracts of the planned asset life, or at least 20 years. Mobile assets which have a reusable market value would typically have contracts of not more than half of the asset life (c. 10-15 years for trams, rail cars). For buses, where there are opportunities both to re-deploy them for other contracts or to other locations, and to sell them, then a contract of 30-50% of the asset life 3-7 years) could be reasonable.   

Cities which are implementing tendering for the first time could choose to have shorter duration contracts for the first round. This gives everyone a chance to understand how they work and to achieve realistic prices. It reduces the risk for all parties. 

Contracts can also be offered which have a conditional right of extension based on good performance. These are increasingly being offered since they give the operator a very strong incentive to achieve good quality in the later years of the contract. 

For bus services, contracts for regular routes should be not less than 3 years duration, unless they are very small or marginal operations (for example evening or weekend services).  This is the minimum needed to give the operator the incentive to train staff and implement quality and operations control methods. 

If new vehicles are required (or desired) for the contract, it is important to note that operators are unlikely to invest in new vehicles for contracts of less than 5 years duration. Otherwise they carry a very high risk of having expensive vehicles idle at the end of the 3-year period. Especially in ECA Region, the lease or loan charges on an idle vehicle awaiting sale could quickly erode all the profit made during the contract. It is worth noting that perceived security of the contract and of the payments are just as important for investor confidence.


4.3.1 Example of citywide competitive tendering with all design by the Transport Authority : Gothenburg, Sweden

In Gothenburg and the Greater Gothenburg Area, about one third of the bus production is put out to tender at a time. Usually, the contract is for operation in a geographical area or around a transfer point. The average duration of the contract is for 5 to 7 years. In order to let smaller bus operators participate, the tender is usually split up into smaller packages. However, approximately 45 operators in West Sweden have joined in a limited company called Buss i Vast (Bus in the West). If they win, the contract is given to Buss i Vast and not to the operators that will do the actual operation.

The tender in 2000 consisted of six packages with a total of 5.8 million vehicle-kms. The largest for 2 million vehicle kms had 20 routes. The smallest was for 72,000 vehicle-km with just one route. 

The authority decides the route network, headway, quality, fare and ticketing system, information and marketing/promotion. The authority also gets the revenue for the advertising on the outside as well as the inside of the vehicles. The operators are responsible for generating detailed timetables.

The tender documents have to be ready so that the call for tender can be made about 1 ½ years before the operation.  The reason is that the contract has to be signed about a year in advance so that the operator can purchase new buses. Operations in Sweden all start in either the first week of January when the schools start, the middle of June when the schools end, or the middle of August when the schools start. This means that operators in all counties have to purchase buses for those three dates. SLTF have now published a bus specification called Bus 2000 in order that an operator that loses a contract should be able to use the bus in another part of Sweden i.e. they must have the same specification for all buses. 

The operators are paid monthly by vehicle-kilometres operated / timetable km. Usually there is a marginal price for changes of operation up to ± 20%. Therefore, they don’t have to negotiate changes in the price due to smaller changes.  

In the latest tender, they evaluated the material from the operators with a distribution of the weight : 45% for price and 55% for quality. For that purpose the Authority have an evaluation table, and the operators have to answer a number of questions. 

4.3.2 Example of competitive tendering for services in a Deregulated Environment  : Leeds, UK

Since 1986/7 the primary right of initiative lies with the operator who is free to register, operate and withdraw from commercial services as it sees fit, subject to any restrictions on its operating licence.

The Transport Authority, Metro, can then procure additional services which it considers are required to meet the mobility needs of the people, providing that such actions do not undermine commercial services or abstract revenue from them. Metro procures services on a competitive tendering basis. 

In all, about 80% of all mileage is operated commercially, with about 20% of mileage tendered. The distribution of tendered services closely mirrors the market share of commercial services. 

Equally, about 80% of service have some tendered elements – early mornings, inter-peak, evenings, Sundays, and even certain days in the rural areas. For routes which are part commercial and part supported, the incumbent on the commercial part usually wins the tendered part. 

Typically, where a route is tendered on an all-day basis, it goes to a smaller operator. This reflects that there is probably no commercially viable element to the route that would have interested the larger operators, and the route is probably small and without potential for efficiencies.

Tenders are typically :

· for the individual route

· for part days on routes

· of 3 to 5 years duration

· net cost, the operator carries the revenue risk

Tenders are advertised in batches. There are 12 big batches, and as the contracts are 3-5 years in duration, typically 2 or 3 of these batches come up for renewal each year. In addition, some smaller batches are advertised from time to time in response to changes in the commercial registrations or new travel patterns which require changes to the supported services. Schools transport is also advertised on an annual basis.

The batch is developed and specified by Metro staff. They review the existing services and current tendered services against Value for Money criteria to see how they have been performing, analysing operator ETM data using the Transform package. They will typically support the overview with some more detailed surveys, and then review the ideas in open session with the relevant people in the area. They now review area tenders as part of a block, and can look again at whether they would do network changes at the time of the renewal. The end of this process identifies the trips wanted for the tender, thus creating the batch.

The batch consists of a set of items to be tendered. This would typically consist of time periods for a route (weekday early mornings, weekday evenings, weekend) and occasionally an entire route. 

Bidders are free to bid for individual items, or they may offer a reduced price for operation of combinations of items.

4.4 Specification and design of the work

Specification and design of the work is fundamental to the tendering process. 

The Transport Authority will carry out studies of transport requirements and will develop the network and route planning according to its preferred methods. In some cases, the Transport Authority will simply identify the levels of need or demand and allow the bidders to make proposals (with quality and volume of proposal a key factor in contract award). Where competitive tendering is used, it is more typical to specify the services.

In all cases, the network and route planning have a major impact on the achievement of business and social objectives since the planned network predetermines : 

a) the extent that the service offer meets the mobility and social needs

b) the basic cost of providing the service

c) the revenue potential

It is worth remembering that competitive tendering is a procurement tool which aims to get the “best” operator according to the criteria of the competition – price, quality, reliability, etc. The chosen operator may offer a better price or the quality may attract some new customers. 

However, the reality is that the inherent profitability and demand level characteristics for the routes are pre-determined at the planning stage. It is important that the design phase includes revenue forecasting and costing models, and that these also take into account the quality levels which will be demanded of operators. If there is no realistic possibility to procure the services within the available budget, then the competition will not work properly and will lose credibility.

As discussed in the section 4.3 above (3rd point), the Transport Authority will decide on the level of sharing of initiative with the Bidder. 

However, even if most of the initiative is available to the Bidder, it is important for the Transport Authority to specify what it wants (even if this is only for internal use and never published). The selection criteria can be just as effective at shaping the bids, and it is important to foresee whether the bids are likely to offer desirable services.

For urban transport services, the Transport Authority’s specification is likely to include some or all of the following attributes :

· The basic network structure

· Detailed route design

· Terminal points, stopping points, interchange points

· First and last journey times, service frequencies, guidance on timetable design

· Vehicle types and capacity

· In some cases, detailed timetable design

Obviously, the more attributes specified by the authority, the less freedom remains for the operator, and this influences the nature of the bidding process and the allocation of risk. It also requires an increasing level of input and expertise on the part of the authority (although some of this can be bought in through consultant firms or secondments). Conversely if too much freedom is given it may be very difficult to make effective comparisons between bids.

The specifications need to be clear, and produced in a format suitable for inclusion in the tender documentation. There should be sufficient information to allow the potential Bidders to calculate the vehicle and crew numbers and assignment, and to generate a reliable costing. 


4.4.1 Example of specification of service, and permitted scope for variations : TfL, London, UK

TfL defines almost all aspects of the service offer, quality and image. The Invitation to Tender includes a clearly specified :

· detailed route description

· terminal points

· stopping places

· first and last journeys times

· for low frequency routes, the departure times

· for other routes, the service interval

· number of buses

· size and type of vehicle

Bidders are required to submit a “Compliant Tender” – in other words, they must submit a bid which matches the original specification.

Bidders are then free to provide alternatives which either improve the service or save cost. TfL will then consider the overall value of these alternatives against the Compliant tenders.  It is up to TfL whether or not to accept such alternatives. Alternatives are considered as being of two types : 

a) “Minor” variations, such as adding or deleting individual trips, varying the times of first and last trips, or minor rerouting or extension of the services. Bidders are required to simply submit outline details and indicative costs of these variations.

b) “Major” variations, such as strengthening the timetable, use of different types of vehicles, restructuring of a route, or restructuring a group of routes. For example, an operator may have a very good understanding of the user needs and traffic characteristics of the route, and may see a better solution. In other cases, a Bidder may have a depot or facility near the route, and may be able to offer extra trips at marginal cost. In these cases, the Bidder is required to submit a fully worked up proposal. 

In summary, TfL requires all Bidders to submit a bid which matches the original specification. Bidders can then offer alternatives which might offer better value. 

4.4.2 Example of permission to offer  “non-conforming tender” option : Newcastle-upon-Tyne, UK

The Tyne and Wear Passenger Transport Executive (PTE) has responsibility for passenger transport service in the Cities of Newcastle-upon-Tyne and Sunderland and the surrounding areas. This is a deregulated market, and the PTE offers contracts for necessary services which operators are not willing to operate commercially. The basic offer is for a gross-cost contract.

Bidders must submit a conforming main tender, but Tyne and Wear PTE is willing to also accept and evaluate “non-conforming tenders”. The two main variations permitted are : 

a) alternative proposals for the services offered

b) Minimum Subsidy – i.e. net-cost offer where all revenue is kept by the operator

This second variation type allows the operator to propose a total transfer of the revenue risk from the Transport Authority to the operator. Among other things, this would mean that the operator would be working on a different payment basis to other contractors. The important point is that the Transport Authority keeps open the possibility that the operator is willing to accept the risk, on terms more favourable than through gross-cost contracting.   

4.5 Specification of service attributes and  quality

The typical Transport Authority will want to also specify some aspects of the service attributes, and the service quality. Again, they may choose to allow the Bidder to propose their own ideas. 

However, experience shows that if the Transport Authority does not specify what it wants, it does not get what it wants. Lack of guidance is likely to lead to very different bids which can be difficult to compare. In many Cities, it would be seen as a signal that the City is only interested in price, so bids then tend to be low-cost and low-quality. 

For urban transport services, the Transport Authority’s specification is likely to include some or all of the following attributes :

· Fare structure and ticket types

· Price levels for basic fares and for specific fare products

· Vehicle types (dimensions, capacity)

· Vehicle age

· Vehicle characteristics (emissions, safety, accessibility)

· Operational characteristics

· Operations management and control strategies

· Service quality (reliability, punctuality, customer care, cleanliness, etc)

· Degree of integration

· Customer support services (ticketing, information)

· Freedom for innovation or adaptation by the operator

· Inclusion of societal or other goals

As for the service specification, it is very important to consider the cost and practicality of what is demanded. For example, if new buses are mandatory, this greatly increases the cost and many potential bidders are faced with the difficulty of proving they can get new vehicles while they still don’t have a definite contract. Similarly, if reliability of 100% is demanded in a City with an old fleet or with serious traffic problems, then it is not really achievable and will cause unnecessary disputes over the contract life.  The consequences for cost and competition of all elements of the specification must be considered. For example specification of high environmental or accessibility performance may force operators to buy new vehicles without this being a specific objective of the authority.

In reality, many Cities in the ECA Region are currently at a quality level which is lower than they would like. It is not practical to change all things in the first round of tendering. The most practical approach is as follows : 

· set long-term goals for service quality

· understand clearly the financial limitations, and plan within them

· set intermediate targets so that operators know the minimum standards which will be required in 1, 3, 5 years – this will allow operators to phase in quality improvements

· use selection criteria that permit the use of older vehicles and offering lower quality, but which give much higher marks to better quality

· use a rolling tender program so that the poorer quality contracts can be phased out

· communicate the intentions very clearly to the operators, and work with them to find practical ways forward

Chapter 5 deals with Service Quality issues in some detail.

4.6 Designing the tender competition

A formal competition process needs to be established. This should be fully documented and agreed by all key stakeholders. International experience has shown that it is important to openly discuss the structure, format and selection criteria with the range of existing and potential new operators. 

The principle factors that need to be determined are : 

a) The objectives of the competition

b) The selection criteria

c) Operator requirements and pre-qualification procedures (if any)

d) Tender documentation and pre-bid processes, including any pre-qualification requirements

e) Format of the tender, necessary information and optional information

f) The selection process

g) The selection committee

h) Probity and transparency measures, published information

i) Contract award, negotiation and signing procedures

4.7 Stimulating Competition

The bus route franchising and tendering system must be designed with reference to the structure and composition of the bus industry. The extent to which the system will achieve its objective of improving the cost-effectiveness and demand-responsiveness of bus operations will depend initially on how much competition can be generated for the award of franchises. This is turn depends on how many operators and potential operators are likely to participate in bidding. 

Competitive Tendering is of very limited value if there are not genuine competitors. This means that there must be a sufficient number of capable bidders who know that they need to put in a serious bid in order to win sufficient work to achieve their objectives. 

Bidders usually have a good idea of who is interested, and will alter their strategy accordingly.  If there are few bidders, or if there are many of poor capability/quality, then the more capable bidders know that they can seek higher prices and can negotiate a more favourable deal. This has many negative implications for the Transport Authority. They will have to pay more, and they will have less leverage over the winning operator(s). Also, the operator will know that the Transport Authority does not really have any alternatives, so there is less motivation to perform well over the contract lifetime. A round of competitive tenders that does not produce any real competition is a waste of effort, and should be avoided.

As part of the action to stimulate competition, it is good practice to raise awareness of upcoming tenders. This can be done through the trade press, by opening a mailing list, and on the Transport Authority’s website and publications. For large diffuse markets such as the Russian Federation, a central point could be established to give information about all current and emerging initiatives (e.g. at the Ministry of  Transport).

If a Transport Authority is running competitive tendering for the first time, it is necessary to make a bigger effort and to raise awareness beyond the normal operators in the area. 

A list of international and regional operators can be set up, and these can be contacted with preliminary information about the intention to put services out to tender. This would identify the objectives, desired outcomes, the scale and value of the services, timescale and rollout, the format of the competition, whether it is gross-cost or net-cost, available facilities and services, and information about the City and current travel demand. Interested entities are invited to express interest for future communications. 

The Transport Authority should nominate a person responsible for providing information. Interested bidders can be invited to visit the City, view facilities, understand the network and available data, and discuss the City’s objectives and acceptable opportunities for innovation. Bidders should be able to discuss options and variations, especially if they are willing to make investments or provide enhanced customer services. 

While a proactive approach can be taken, this should not be set up to give unfair advantage to individual bidders. Information available to one should be available to all. 

For first time or revised competitive tenders, it is recommended to hold an information day to explain the objectives, the tender documentation, the selection criteria, how to prepare bids, the submission procedures, selection procedures, contracts, obligations, payment structures, quality requirements and monitoring. This is especially important for smaller operators, investors and entities not currently running urban passenger services. These will be less sure of the procedures, and may either be afraid to bid or make basic errors that could eliminate an otherwise good bid.  

For the ECA Region, and especially in the Cities of the CIS, the way that individual vehicle owners are organised into associations will affect the bidding process. Situation where a few large associations each control a large number of routes, will reduce competition. The development of more, small-scale, route-based associations or brigades of owner-drivers will enhance competition.  At the other extreme, poorly organised individual owner-drivers may lack the organisational capability to submit a good bid, and their resource may remain outside the formal supply.

The degree of competition also depends on how closely the numbers and types of vehicles available in each city match those specified in the tenders.  For example, if the tenders specify large buses for a high proportion of the routes, while most of the buses available are minibuses, the there may be little competition.  The types of vehicles available, and likely access to investment funds, should therefore influence the design of the 'route requirements' specified in the tender.

4.7.1 Example of generating international interest in the bidding process : Adelaide, Australia

The second stage of tendering for bus services in Adelaide involved the total metropolitan area. It was parcelled as six areas of differing bus requirements, plus the city free service. 

In advance of the second stage of tendering, the Passenger Transport Board (PTB) generated a database of potentially interested parties. As well as Australian firms, they obtained information from UITP and other international sources of companies that provided bus services under tender, especially those that operated on an international or multi-regional basis. In addition, the first stage had attracted substantial international interest, so PTB generated additional inputs to the database.

PTB wrote to all of the companies in the database to advise them of their intention to proceed. When the second stage commenced formally, PTB advertised in the Australian press, and wrote again to all companies on the database. 

4.8 Notices and communication

It is very important to ensure that the competition is fair. It is even more important that it is seen to be fair, and that the processes and outcomes are accepted by all participants. Above all, there should not be inherent advantage to any ‘insiders’ – either the incumbent operator, or a favoured set of competitors. 

If there are formal procedures for publishing tenders for public services, then these should be respected. 

All interested potential bidders should have equal access to information and should have a sufficient time available to prepare their bids. This is also in the interest of the Transport Authority, since it gives more possibility for good value and innovative bids to emerge.

In practical terms, it is not always possible to place all potential bidders on an equal basis in terms of notice and communications, since some bidders will make extra effort to watch for opportunities in their preferred target area. The important point is to make sure that all interested entities have equal access to notice and information, and that no-one is able to gain unfair advantage.

If there is a pre-qualification or short-listing procedure, it is advisable to seek expressions of interest for potential bidders in advance, and go through this procedure. The notification process should be very clear about the scope of the work, and that only the pre-qualified or short-listed entities may proceed to the bidding stage.

Notification should include at least the following information : 

a) The nature of the services

b) The location of the services

c) The contracting entity

d) The volume or value of the services

e) The deadline for submission

f) Any pre-qualification procedures or restrictions

g) Where to obtain tender documents

h) Where to obtain further information

For first-time tendering, it is advisable to give a longer period of time which would include information days and opportunities to discuss with officials of the Transport Authority. 

For established tendering, the timescale should be sufficient to allow bids to be prepared and checked carefully. Bids submitted in haste can lose a good opportunity for a capable bidder. Worse, badly-calculated bids might actually win with heavy consequences for the operator.

As the process becomes more mature, a list of interested bidders can be established and updated on an ongoing basis. Advance notification of tenders can be communicated, along with relevant documentation such as bid templates, sample contracts, bidding procedures etc. The formal notice of tenders can then have a relatively short submission time, since all interested parties have had the opportunity to  be familiar with the expected format. 

4.9 Operator requirements and pre-qualification

Transport Authorities must balance the desire to open the competitive process as much as possible, with the practicalities of procuring a good quality operator at best reasonable price. Ideally, only good quality bids should be reviewed, but fairness requires that all offers are examined. 

There are five main reasons to operate a pre-qualification system :

a) To screen out unsuitable, incompetent and spurious bidders

b) If there are many bidders, to seriously evaluate only the better tenders

c) To allow the selection criteria to focus on the desired service and price attributes

d) To reduce the administrative burden on bidders

e) To provide a simple low-cost initial way for new operators to assess the market and be assessed

In all cases, the Transport Authority should make clear the requirements for operators. The requirements should be designed to set the minimum acceptable standard, and should never be used to distort the market or as a protectionist measure.  These are likely to include as a minimum : 

· Corporate form, being sufficient to engage in contracts

· Competence as a provider of passenger transport services

· Conformity with all regulatory and licencing requirements for vehicles and drivers

· Conformity with labour, taxation and other statutory requirements

· Financial stability and freedom from bankruptcy or other proceedings

· Quality of vehicles and equipment

· Insurance certificates

· Access to necessary vehicles, depots, maintenance facilities, etc

In addition, the Transport Authority may seek proofs of : 

· Corporate and management structure

· Safety record

· Service and quality performance 

· Operations management and control systems

· Maintenance capability and inspection regime

The Transport Authority should take into account the nature of the available operators, and should be willing to accept solutions that meet the basic requirements. Conditions should not be set which effectively eliminate bidders based on their form of ownership or size. For example, large performance bonds should not be demanded if these are realistically only available to Municipal-backed entities. Equally, it should not be demanded that operators own depots or maintenance equipment – it is sufficient that they have assured access to the needed services and facilities. 

There are four opportunities for ensuring that bidders meet the operator requirements : 

1) Prior to the competition : This is basically a pre-qualification exercise. Interested operators propose themselves as suitable suppliers of services, submit their documentation to the Transport Authority and arrange for inspection of vehicles and premises. The Transport Authority then includes them on an Approved Supplier List, either for all services or for specific services (e.g. schools or works services, paratransit, suburban services). The operator is then invited to submit tenders for all relevant competitions. The advantage for the operator is that he only needs to submit the specific bid information. The Transport Authority has the advantage of knowing in advance whether there is a sufficient number of suitable bidders to run the competition. If not, then either conditions must be relaxed or the competition should be delayed until there are more suitable operators. Such procedures will need to be suited to judging suitability of new operators who do not have established (local) operating bases.

2) First stage of the competition :  This basically uses a two-phase competition. Tenders are submitted in two parts – the qualification information, and the bid. The qualification information is examined and bidders are either accepted for the next phase or eliminated. It is not usual to carry out inspections at this stage, although extra information may be requested for clarification. Operators who are eliminated at this stage are advised of the grounds for their elimination and have their bid envelopes returned unopened. 

3) In the selection criteria : The selection criteria could include factors relating to the operator. This is not recommended, since it tends to be used as a way of favorising public sector or larger companies. Also, it places too much emphasis on the operator’s characteristics (which could be verified separately) and too little on the offered price, service and quality.

4) After selection :  The bidder with the best offer is subjected to inspection for compliance with the operator requirements. This approach carries the risk that the winner, and perhaps the next best offer(s) will fail to meet the requirements. The most sensible approach is to use a simple pre-qualification or first phase to check the basic criteria – corporate entity, valid insurance, certificate of competence, statement of finances, safety record, and other easily provided documentation. The best bidder is then subjected to the detailed verification of the documents and inspection of vehicles and premises. This has the advantage that only the winner needs to be inspected.


4.9.1 Example of pre-qualification requirements : YTV, Helsinki, Finland

YTV is the Transport Authority for the Greater Helsinki region. As part of the bidding process for passenger transport services, YTV sets out certain requirements of the operator. They must submit the following information to YTV : 

· The applicant must be entitled under the Passenger Transport Act to operate bus services

· The person responsible for the bus services must fulfil the conditions stipulated by law

· Financial statements are required for the previous three financial years

· A certificate from the taxation authorities stating that the applicant has no tax debts

· Notification confirming that employees pension contributions have been paid

· A staffing plan and any personnel accounts

· Accident statistics

4.10 Tender documentation

The preparation of good and appropriate tender documentation is very important for the success of tender competitions. 

It is worth remembering that the operators usually do not have much experience in either studying such documents or in preparing and submitting formal bids for work. A few basic principles will make a big difference to the usability of the tender documents : 

a) Document sets should be well structured and easy to follow. 

b) There should be a good guide at the beginning explaining what they contain, and how to use them. It should be very clear what the bidder is required to do to participate, especially if there is a pre-qualification phase or if supporting documents/references must be provided along with the bid.

c) The scope of the work should be clear, and it should be supported by all of the quantities and other parameters that the bidder needs for calculating the offer price and quality. This should include any historic information on route operation, timetables, quality, etc.

d) The obligations, mandatory means of working, and quality should be well defined. 

e) The degrees of freedom for the bidder should be clear. If desired, bidders can be instructed to submit a standard bid and then offer variations.

f) The means of preparing and submitting a tender should be clear, preferably with templates for the calculation of the price/offer. It should be very clear whether the bid should be on a gross-cost or net-cost basis, and what this means in terms of cashflow and money transfers. 

g) If the bidder must share the revenue risk, or if it is relevant in any other way, there should be a comprehensive set of data on usage levels and revenues.

h) The criteria for evaluation should be clear, so that the bidder has a reasonable idea of which factors will influence the  outcome

i) To the greatest extent possible, documentation should be consistent in format and content from one round of tenders to another. Bidders should not have to learn a new process each time. 

j) If there are a number of competitions over a period of time, the document sets should have clearly defined common sections (e.g. means of submitting tenders, sample contract, quality and operating requirements) and other sections which are specific to the offered work.

4.10.1 Example of tender documentation structure where there are frequent competitions : Transport for London, United Kingdom

London is an example of a City where tenders are issued frequently - Invitations to Tender are issued about every 2-3 weeks. A number a number of routes are issued as a “Tranche”, and bidders can put in tenders for any or all of the routes. 

In order to reduce the amount of documentation, to ensure consistency in the process, and to help potential bidders, TfL has structured the tender documentation in two parts :  

a) The “Master Invitation to Tender”  (Master ITT) document contains all of the information which is repeated from one round of tenders to another. 

b) The “Specific Route Requirements” document is issued with specific information for the Tranche currently on offer, and any variations to the Master ITT.


The structure of the documentation is shown in the following table : 

	Section
	Master ITT Document

(deemed to apply to all ITT’s)
	Specific Route Requirements

(in each Tranche ITT)

	1
	The instructions to Tenderers
	Amendments to Master ITT

Historic performance statistics

Special conditions and variations

	2
	Explanation of general operating requirements
	Service specification for each route

	3
	General Tender format and content
	Amendments etc. to tender format


Source : London Bus Services : Master ITT Document (November 2000)


4.10.2 Example of tender documentation for route level competitions : HKLHelsinki, Finland

HKL announces each round of tenders in the Official Journal of the European Union. They used to announce them in the Finnish papers as well, but haven’t done so for the last few rounds. They also inform the bus operators associations. Usually about two weeks after the announcement and availability of documents, they hold an information seminar and give contact persons within HKL to assist with information or queries.

HKL produces a set of tender documents which covers all of the service lots. These are contained in a ring-bound folder with the following main sections :

· Full details of the competition and how it is organised

· How to prepare a tender, including a pro-forma bid form

· How to submit a tender 

· The selection process

· The selection criteria and marking process

· General conditions of contract for the service provision

· The production specification for each lot – route, timetables, bus kms., bus type, hours of service (first bus, last bus, variation by day type), running boards

· Operational specification – ticketing, information, etc.

· Quality specification – reliability, comfort, cleanliness, customer care

· Bus specification (characteristics for the bus type e.g. city bus, articulated bus)

· Means of calculating kms., hours, buses, price etc.

Bidders have typically two months to submit a conforming bid. Bidders can make suggestions for variations, but only in the pre-bid phase. They must submit a conforming bid.

4.10.3 Example of structure of tender documentation in a two-phase process : Adelaide, Australia

The 2nd tendering competition in Adelaide was for all city services in 6 area contracts. Following the international awareness raising (see example 4.7.1), 27 expressions of interest were received (including the three incumbent operators) with a few international bidders. These expressions of interest were reviewed by the Project Evaluation Committee (PEC) and it was decided that they should all be allowed to move to the next phase. 

The Request for Proposals (RFP) was issued to all 27 who had expressed interest. The RFP was issued on a CD Rom and included the following : 

Part A

Proposal Instructions


Part B

Contract Requirements


Part C

Draft Schedules for Payment Arrangements


Part D

General Specifications of the PTB Contract


Part E
A1 
 East West Area Specifications



A2  
North South Area Specifications



A3  
Outer North East Area Specifications



A4  
Outer North Area Specifications



A5  
Outer South Area Specifications



A6  
Hills Contract Area Specifications



A7 
City Free Route Specifications


Part F

Government Supplied Bus & Depot Information


CD Rom Disk 1 
Includes all above information:




including Proposal Forms & Tables (Excel format)


- bus stops & shelters locality

CD Rom Disk 2
 Includes:




- timetables (Excel format)



- Passenger Transport Act 1994



- Passenger Transport Regulations

Attachments:
PTB Annual Report




The Creative State (Booklet & CD)




Business Franchise Act information


Additional data on assets (buses, depots) were made available in late-June and inspection visits to the premises were organised in the first week of July. While operators were free to propose their own assets, in fact all winning bidders opted to use the public assets on a lease basis from Transport SA. A style guide was also issued subsequent to the initial CD ROM.

Subsequent to the issue of the RFP, briefing sessions were held in open session for the operators. These focussed on the structure of the competition, the expectations of PTB and what they wanted from both the bid and the company, the pricing approach, the payment formula. There was an open Q&A session. 

4.11 Bid submission

Interested bidders must submit a bid according to pre-defined procedures. These should be clearly stated in the instructions in the tender documentation set. They should be designed so that they are fair and equal for all bidders, and contribute to the transparency of the process. 

The bid submission procedures should include : 

· Any deadline for pre-qualification or acknowledgement of intention to bid. Some authorities prefer to form a list of approved suppliers, and then only accept tenders from them. Any pre-qualification system should allow new applicants in time for tendering rounds.

· The stated deadline (date and time) for the submission of Tenders. Normally, tenders received after the deadline will be excluded. If there is any basis for exception or extension, it should be clearly stated and applicable to all potential bidders.

· The location to which bids should be submitted. It is recommended that a person and/or department is clearly identified so that bids do not get lost within the administration. 

· It is also recommended that there are proper procedures to register all received bids immediately on receipt and to allocate them a number/label

· The format of the bid, and the number of document sets. It is recommended that a standard template is used, requiring the bidder to fill in common tables on price, number and age of vehicles, operating characteristics, quality/standards control and other information. This should be designed in parallel with the evaluation criteria to make the marking easier and more consistent. Competitive bidding information and qualification/assurance information should be kept separate. 

· The length of time for which the tender price should be valid. Also, it should be made clear in advance whether this is a final price bid, or whether it is used to select a preferred supplier with whom some further negotiations may then take place.

· The means of enclosures should be described. It is recommended that a dual envelope system is used. The outer envelope identifies that it is a Tender, and clearly states which pieces of work are covered by that Tender. It is a good idea to prepare pre-printed tender labels. All the required documents, plus any additional information should be contained inside the envelope. The bid price and financial data should be enclosed inside the second envelope, which is only opened if the Tender is deemed to have qualified. Otherwise it is returned to the Bidder unopened.


4.11.1 Example of information required in submitted tender : Gothenburg, Sweden

Tenders in Gothenburg, Sweden are normally carried out just once a year, covering all the routes due for new tenders or renewal. The tender must be in Swedish (note : there are international operators active in Sweden) and must include the following : 

· Production in vehicle-km + number of vehicle hours operated + number of vehicles

· Use of vehicles in basic operation, extra traffic and spare vehicles

· Prices : total price

· Marginal prices for changes in traffic volumes and unplanned work

· Reductions for certain combinations of packages

· Price for prolonging the contract by 1 or 2 years

· Price level as stated plus price index

· Cost for spare vehicles

· Number of vehicles as reserve

· Quality control programme

· Environmental values for the vehicles (exhaust, noise)

· Environmental policy

· Information about the operator (owner, leading persons, annual report for past 3 years)

· Deviations from stated requirements

4.12 Selection process and criteria

The competitive tendering procedure must ensure that a bus route is awarded to the operator who is most likely to provide a service that is safe, reliable, affordable, flexible to meet demand, and which meets the requirements specified in the tender and in legislation. The authority will determine the balance of priority between these factors, taking into account what it can afford. This objective will only be achieved if the evaluation criteria are carefully defined, and bids are evaluated objectively and equitably. 

It is worth noting at this stage that where there is already a close specification of the service, the selection may simply be a matter of who can meet the specification at the lowest price. In these cases, the main issue is to assure accuracy and probity in the process (e.g. example of Helsinki in section 4.12.3 below). 
There are many variations available for the selection process, but they will generally follow the following steps : 

· Register all tenders and assign them with unique identifiers

· Officials of the Transport Authority carry out any pre-selection screening and report results

· The selection committee/team are briefed on the procedures, criteria and marking system

· Tenders are examined by turn and assigned marks

· The bid with the highest marks is identified 

· The selection team discusses the highest marked bid and considers any basis for not accepting it. This could either be a value-for-money comparison, or assessment of the bidder’s capability to perform. 

· If the highest marked bid is not accepted, then the next highest marked bid is examined

· The process continues until a winner is found (except where it is considered that there is no satisfactory bid)

· The winner is notified and invited for inspections and proofs (where applicable), negotiations (where applicable), and contract signing 

In practice, competitions can range from many hundreds of buses of work, to a single route or a piece of school transport work. Obviously, it does not make sense to have a single procedure to cover all these cases, or to require the same level of administration and effort. 

The Case Studies provide a number of practical case studies from different environments, including tenders for routes in regulated and deregulated scenarios, and tenders for area contracts. 

In the same way, there are very many options for the selection criteria. These can range from the single dimension of price through to complex quality, social and financial criteria sets. Again, the examples later in this section and the Case Studies illustrate approaches which have been successfully used in competitive tendering. 

While the selection criteria themselves are specific to the City’s objectives, the following general guidance is given :

· Criteria should reflect the objectives of the Transport Authority 

· Criteria should be weighted so that the winning bid gives a satisfactory result

· For the selection phase, use only criteria which allow comparison of the bids. 

· In general, characteristics and capabilities of the operator should be dealt with as a pre-qualification or first phase assessment. This avoids distortion of the marking scheme 

· All criteria should be explicit and clear

· Criteria should be capable of comparison

· Maximise the number of objective measures 

· Subjective measures are acceptable, but it should be clear how to use them

· Provide clear instructions of how to mark against all criteria

· Avoid situations where subjective opinions of a few evaluators can determine the result, either to accept or eliminate a bid 

· Test the set of criteria, marking and weighting in advance, both to gain familiarity and to see whether unexpected or undesirable bids can win – if necessary, revise either the criteria or the pre-qualification


4.12.1 Example of selection criteria with strong influence of subjective criteria : TfL, United Kingdom

In London, TfL aims for good value-for-money, but a lowest price bid is not guaranteed to win. They are also very interested in quality of the service, sustainability, compliance by their Contractors with social and legal requirements, and the longer-term impact on the competitive market (see discussion in the Reform Options Paper on sustainability of competition). 

They state “Any Route Agreement, if awarded, will be awarded to the Tenderer submitting the most economically advantageous Tender. The following criteria, which are not listed in order of importance, shall be used in the evaluation of Tenders : 

· Submission of a Compliant Tender in accordance with TfL’s requirements

· Ability to meet TfL’s Service Specification

· Ability to achieve TfL’s quality standards

· The sustainability of the tender proposals for the duration of the Route Agreement

· Evidence of the intention to maintain good employment practice for the duration of the Route Agreement

· Proposed management structure to support the provision of the services

· Ability to achieve TfL’s safety and environmental requirements

· Ability of the Tenderer to contribute towards the provision of safe, efficient, and economic bus services across the bus network

· Impact on competition within the entire bus network

· Ability to meet the planned service commencement date

· Value for money

· Ability to manage a transfer of staff under the Transfer of Undertakings (Protection of Employment) Regulations 1981 as amended, where applicable”

There are three important points here : 

1) TfL sees the contracted operator as an extension of itself, and therefore takes seriously the service, social, legal and image aspects

2) TfL decides what it wants, according to its own subjective criteria. While price is important, the bidder does not have good visibility in advance of the factors that will determine a winner. However, if the lowest price bid is not accepted, TfL are required to publish the reasons. 

3) Past performance is taken into account, or for new entrants their expected ability to perform. TfL will generally not accept a lower priced bid from an operator that has performed badly elsewhere. 

4.12.2 Example of selection process based on objective criteria : HKL, Helsinki, Finland

The evaluation and selection phase normally takes 2-3 months. 

All bids are submitted on a two-envelope basis. The first envelope contains the technical, quality and non-price information. The second envelope contains the pricing information, should be sealed, and remains unopened until the information in the first envelope has been examined.

The technical and non-price is examined to assure that a conforming bid has been submitted. If the bid is non-conformant or ambiguous, HKL (at their own discretion) may go back to the operator for clarification (e.g. if an error has been made). The credibility of the bid and of the bidder is established, and the non-price marks are awarded at this stage. These are formulaic, and have already been published in the tender documentation. Thus, a bidder can calculate his own marks in advance. 

A bidder can be excluded in this phase, in which case price envelope is returned unopened.

For the remaining bidders, the pricing envelopes are opened, and the associated marks are calculated. The total marks are calculated and the winner is the bidder with the best marks. The winner and all other bidders are notified immediately.

The marking process is based on three factors which total 100 marks :

a) A total of 86 marks is awarded to the conforming bidder with the best price. All other bidders are assigned marks on the basis of (the best price divided by their price) times 84 – i.e. pro rata to the best price.

b) A total of 10 marks are allocated to a basket of 11 quality criteria. For some criteria, there are negative values for acceptable but not preferred options. The average score for these criteria is 4.60, up from 2.17 in the early stages. 

c) A total of 4 marks are available, 2 marks each for certification to ISO 9002 and ISO 14001 relating to quality and environment standards respectively. All 5 operators are certified for one of these, and 4 of the 5 are certified for the other. Thus, 4 operators always get the 4 marks, and 1 operator always gets 2 marks. 


4.12.3 Example of complex selection process for area contracts : Adelaide, Australia

A total of 16 companies submitted bids, covering 87 proposals for the various areas. The evaluation and selection process was quite complex, and a number of mechanisms were put in place to both get the best result and to ensure fairness in the process. The three main mechanisms were : 

a) Appointment of a Project Evaluation Committee (PEC), including external members, to advise PTB and oversee the process

b) Appointment of a Probity Officer

c) Establishing five different strands for the evaluation, none of which had sight of the information in the other strands

The five strands were : 

· Service design

· Customer service

· Infrastructure and security

· Implementation and management

· Finance and corporate capability

The evaluation and selection phase took about three months. It was carried out in four phases 

1) Preliminary evaluation and compliance review

2) Detailed evaluation of the qualitative characteristics and the financial aspects of the proposals conducted by the five evaluation teams. These processes were undertaken independently of each other to avoid any possibility of ‘non-price’ and ‘price’ characteristics potentially influencing the respective assessments of members of the Evaluation team.

3) The PEC used the advice of the five evaluation teams to undertake a ‘value for money’ assessment for all contract areas which integrated quality and price attributes.

4) The Board received the recommendations of the PEC. In addition, the PTB took into account any significant economic or industry development, whole of Government factors, or other relevant factors in its determination of the companies with which PTB would enter into negotiations. As it happened, whole of Government costs did not alter the recommendations.

In addition, an independent consultant was retained to undertake a benchmarking study to compare bid prices with efficient benchmark costs for private bus services. 

4.12.4 Example of simple selection process : Leeds, UK

The evaluation and selection phase normally takes 2-3 weeks. 

There is no pre-qualification process. Anyone is entitled to obtain documentation and submit a bid, although anyone without an Operator’s Licence will be immediately disqualified. 

All bids are submitted on a  single envelope basis. This must contain : 


a) The pro-forma bid including price 

b) Four standard schedules covering the route, service levels, vehicles and tariffs

c) Annexes containing details of any variant offered 

d) Annexes containing details of any offer for reduced price for combinations of services

e) Copies of their PSV Operators Licence / Community Bus Permit and their Certificate of Insurance

Omission of some of this documentation can lead to the bid being disqualified. 

Envelopes are opened and there is a formal recording of the contents and the bid. Bids which do not satisfy the conditions or which fail to provide needed documentation are disqualified. The lowest price bid that conforms to the specification is identified. The Transport Authority (Metro) has the freedom to reject a lowest price bid for poor past performance by the operator, or where they have good reason to believe that the operator does not have the capability to deliver the services. The operator’s bid is binding. 

The factors taken into account are : 

· The tender price

· The operator’s previous record, if any, in terms of compliance with legislation or reliability of service

· The combined size of tenders submitted compared with an operator’s resources

· The type and quality of vehicles offered

Variants are compared to the best conforming offer, and Metro has some freedom to accept a higher priced bid where they are satisfied that there is a Value for Money case. 

Metro can also do a ‘sanity check’ on what has been offered. They can ring the bidder and follow up in writing where they feel that there may be errors. The operator may respond in writing within 48 hours. Metro cannot identify the specific concern, but simply ask the operator to look again at the bid. If there is a tied bid, then Metro can offer the tied bidders to make a re-bid. 

Metro identifies the preferred bid. They take a judgement on whether the result is acceptable in cost terms and operational aspects, and whether to recommend to PTA that this or any bid should be accepted. They may have some post-bid negotiations with the operator. In particular, they may negotiate the price where there have been few bidders. Before accepting a tender, Metro may wish to inspect the operator’s vehicles and premises. If so, this is done by a qualified independent body.


4.12.5 Example of selection criteria designed to strongly direct the bidders  : Bishkek, Kyrgyzstan

In 1999, the City of Bishkek revised their initial pilot tendering of routes, based on lessons learned and a review of the process by international consultants.

The objectives of offering bus routes by open tender were that :

· new operators would be attracted to the bus sector, increasing supply and developing the market,

· competition would create incentives to improve cost-effectiveness and responsiveness to demand, 

· operational efficiency would be enhanced.

The Consultant endorsed the principles of open tendering set out in the draft Bishkek Resolution prepared by the Ministry of Transport and Communications. This stated that urban bus services would be:

-   operated by qualified operators,

-   awarded under conditions of fair competition,

-   awarded by tenders organised by the City Transport Department,

-   open to any legal or physical body holding a licence to operate passenger transport, 

irrespective of form of ownership,

-   offered singly, or in packages of routes which may comprise profitable and unprofitable 

routes, 

-   subject to regulation by the City Administration.

The Consultant developed a set of evaluation criteria and a marking scheme that reflect both policy objectives and current market conditions.  The scheme offered three variants depending on which parameters are to be fixed, and which are to be subject to bidding. 

The 'biddable' parameters in the three schemes are summarised in the table below.  

	Scheme
	Parameters Subject to Bidding

	1
	Tariffs, Service and Quality

	2
	Royalty payment, Service and Quality

	3
	Quality


In all three schemes the route, stops and running times (differential speeds for big buses, medium buses and minibuses) are fixed. 

· In Scheme 1, tariffs and level of service are the primary criteria, accounting for nearly 60% of the marks. 

· Scheme 2 has the same weightings as Scheme 1, but tariffs are fixed, and the amount of royalty payment offered is the subject of bidding.  

· In Scheme 3 all the service parameters, including tariffs, (or royalty payment) and level of service are fixed, and bids vary only in terms of the quality of vehicles, supporting facilities and staff.  

It was recommended that initially Scheme 1 be adopted. Scheme 2, where fares are fixed and the proportion of turnover offered as a royalty payment is biddable, was deemed to be inconsistent with an environment where user affordability is an important issue. However, it was included as a viable option. Scheme 3, where all service parameters are fixed and the award of franchise is based on the quality of resources offered, was not considered practical in the first few years of tendering because insufficient data is available on potential demand or viability.

The criteria for the three schemes, together with their weighting in the marking scheme are shown in the table below.


	Parameter
	Scheme 1
	Scheme 2
	Scheme 3

	
	Marks
	Weighting

%
	Marks
	Weighting %
	Marks
	Weighting

%

	Route
	-
	fixed
	-
	fixed
	-
	fixed

	Stops
	-
	fixed
	-
	fixed
	-
	fixed

	Running time
	-
	fixed
	-
	fixed
	-
	fixed

	Royalty payment
	-
	fixed
	40
	28.6
	-
	fixed

	Tariffs
	40
	28.6
	-
	fixed
	-
	fixed

	   Peak frequency (bph) 

   Daily trips                    

   Daily operating hours          

   Peak hour capacity     

Sub-total: level of service 
	14

6

6

14

40
	10.0

4.3

4.3

10.0

28.6
	14

6

6

6

40
	10.0

4.3

4.3

10.0

28.6
	-
	fixed

	Type and age of buses
	25
	17.8
	25
	17.8
	25
	41.7

	   Depot, office 

   Maintenance arrangements

   Professional manager 

Sub-total: supporting facilities
	5

10

5

20
	3.6

7.1

3.6

14.3
	5

10

5

20
	3.6

7.1

3.6

14.3
	5

10

5

20
	8.3

16.7

8.3

33.3

	% drivers having:

   current medical cert 

   bus experience 2yrs +

   training course  

Sub-total: drivers' experience
	5

5

5

15
	3.5

3.6

3.6

10.7
	5

5

5

15
	3.5

3.6

3.6

10.7
	5

5

5

15
	8.3

8.3

8.4

25.0

	Total
	140
	100.0
	140
	100.0
	60
	100.0


'fixed' = parameter fixed in 'Route Requirements'
% = maximum weighting of parameter in the marking scheme

4.13 Selection Committee and Probity Measures

4.13.1 Selection Committees

There are two main reasons to establish a Selection Committee : 

a) For transparency, so that the selection is seen to have been carried out in an open and fair way, especially if there are subjective criteria being used

b) To involve the main stakeholders in the subjective parts of the decision-taking, and to use their experience and vision to assess innovative or alternative approaches

Selection Committees which are representative of the key stakeholders are recommended for any of the following circumstances : 

· For the first few rounds of competitive tendering, until the process is stabilised and well understood

· Where there is a high subjective content, or trade-offs to be made between price, service quality and operator capability

· Where there is significant change to the tendering process or selection criteria

· For any tranche involving a large portion of the network, and hence of high value

· Where decisions are made based on bidder commitment to significant investment

· Where there is not full stakeholder confidence in the selection process, or there has been unease concerning results

Setting up a Selection Committee does involve some inconvenience for the participants, but does not usually cost much. The benefits far outweigh any risk of distrust in the system or legal actions afterwards. 

A Selection Committee is likely to include : 

· Political or management representatives of the Transport Authority 

· Experts of the Transport Authority 

· Representatives of other funding agencies

· Police and/or regulatory agencies

· Transport experts, usually from local research institutes or universities

· Citizen representatives 

Operators and others with direct interests should not be allowed to participate in the Selection Committee. Even if they are not bidding for that particular competition, it would give them access to confidential and commercial information.

It could be useful to have a representative of an operator association provided (s)he is neutral regarding the tenders, and confidentiality can be assured. It is important for smaller bidders to understand the process, to get feedback, and to be assured that they have been treated fairly.

It will be important to have clear Terms of Reference to guide the Committee and which directly relate to the overall transport objectives of the Authority. 

It is also important that the participants understand clearly that the focus is on the transportation objectives. It must be avoided that the Selection Committee abuses the situation to achieve other interests (e.g. increasing taxation yield). 

If the tendering system is well established and trusted, and there are few subjective aspects to the selection, it is usually not necessary to set up a formal Selection Committee. Instead, the officials of the Transport Authority can set up a working group to assess the bids according to the pre-determined criteria. This should always be done as a group with open procedures. It should never be left to an individual, since this creates possibilities for corruption and leaves the individual open to pressures. 

If the selection is carried out by officials, then they should report their findings to the Governance Body of the Transport Authority. This gives visibility of their work, and also provides direct feedback to the decision-takers who set objectives and funding policies. 

4.13.2 Probity Measures

Most local authorities have well-established probity measures for tendered goods and services, and internal audit procedures. It makes sense to use these as the baseline for competitive tendering for passenger transport services, since they are already well understood and supported. 

The following general guidelines are offered : 

a) Probity measures should be documented and implemented

b) It should be clear to all potential bidders that these measures are in place, and that they will be taken seriously with serious consequences for officials and bidders in case of violations

c) All tenders, processes, marking, decision-taking and selection should be fully documented, so that there is a clear audit trail in case subsequent investigation is needed

It is worth remembering that the value of urban passenger transport services can be quite high, with the opportunity for significant profit on protected routes. This gives incentives to bidders to seek to pressurise and corrupt the officials involved, and offers opportunity to officials and decision-takers. If the system is suspected to be unfair or corrupt, it will seriously weaken the willingness of bidders to participate.

Good probity measures allow the officials to do their work, and keeps stakeholder confidence in the system.

4.13.3 Example of a new selection committee in CIS  : Bishkek, Kyrgyzstan

The Bishkek Resolution specified that the tender and evaluation process shall be supervised by a tender commission which will comprise an uneven number of at least five members. Representatives of the following organisations shall be members:

· Bishkek City Kenesh,

· Prices and Anti-monopoly Department 

· Bishkek office of the Kyrgyzstan Transport Inspectorate,

· State Tax Inspection of Bishkek,

· State Traffic Police, Bishkek Interior Dept.

The Resolution also recommends that 'passenger transport experts' be included in the Commission. 

The Consultant endorsed the membership of the tender committee as proposed in the Resolution, subject to the following: 

· any representative of an organisation having a commercial interest in the operation of road public transport should be excluded from the commission. (In the June 1998 tender in Jalal-abad, a representative of the dominant bus operator had been included in the tender commission. This created a conflict of interest situation, although it did not necessarily influence the result.)

· at last three elected members of the Kenesh should be included,

· a senior PTA official should be in attendance to guide members on evaluation procedures.

The Bishkek Resolution suggested that members of the tender commission should have discretion to vary the evaluation criteria, and award the marks based partly on guide-lines and partly on their own judgement. Experience elsewhere has shown that the unfamiliarity of commission members with the criteria and the basis for awarding marks had led to inconsistent and sometimes unfair tender results. 

The international consultant recommended a marking scheme that, to a large extent, removed the scope for the discretionary award of marks by members of the tender commission. The revised evaluation criteria were mostly quantifiable, and the new marking scheme is based largely on formulae.  It was recommended that the calculation of marks should be undertaken by the administrative staff of the PTA.  However, the commission still has a significant role to play. The members have particular interests to safeguard and there is still some scope for judgement, for example to decide if a maintenance facility is above or below the threshold of adequacy for the proposed fleet size.  The commission would also review the markings calculated by the PTA staff, ensure they are fair and consistent, resolve any marking issues and verify the results.   The Passenger Transport Board could not perform this function since its members includes representatives of operators who may have a commercial interest in the result of the bidding. 

4.14 Award of Contract

The Contract Award phase depends on whether there are inspections and further negotiations to take place.

For Competitive Tendering, there should not be a substantial change as a result of this negotiation phase, and it should instead focus on the details so that the specifications in the contract are to the satisfaction of both parties. If significant change is made, this could invalidate the whole tendering competition, since the final award would have been made on a different basis to specification offered to bidders. To avoid problems, the scope of the post-award negotiations should be made clear prior to bid submission.

Some authorities will use this opportunity to finalise the timetable or service volume, or to seek some extra service within the agreed budget volume. It is also an opportunity to clarify with the winning bidder which vehicles will be provided, staffing levels, livery, control procedures etc.  The schedules to the Contract will be completed and included in the Contract documentation set. 

Contract signing would normally take place quite soon after the award so that the operator can place orders for new vehicles, hire and train extra staff, redeploy resources and prepare for operations start at the agreed date. 

4.15 Public Information

Transport Authorities usually have to publish some information after the tender competition. This provides transparency to the process and allows bidders, officials, politicians and tax-payers to follow the outcome. 

For example, in London, TfL publishes the following information : 

· The number of tenders received

· The highest cost Compliant Tender

· The lowest cost Compliant Tender

· The cost of the successful tender

· The rate per mile

· The name of the successful tenderer

· The reason(s) for selecting a higher tender if the lowest is not accepted

It provides important feedback to all of the bidders which allows them to compare their bid to the winning bid. This could significantly influence their strategy and prices in future bids, or indeed whether they would bother to try again.

In Leeds, UK, Metro goes to the PTE Board and PTA for approval to accept the various winning bids, and to proceed to contract. The non-winners are not informed at this stage. The winners are informed verbally, subject to approval. Following approval, they write to formally confirm the acceptance of the bid. The availability of information on the bids is announced (highest/lowest price, number of tenders, name of successful tenderer) but the information itself is not published – it is available on request. 

In Tyne and Wear, UK, the identity of the successful tenderer plus the annual amount payable, the number of tenders received, and the highest and lowest tenders are published.

In Adelaide, Australia, the recommendations were first approved by the PTB Board and then to the State Minister and to the State Cabinet. Section 39(3b) of the Passenger Transport Act 1994 requires that the PTB provides a report to the Minister within 14 days of awarding a contract for the provision of passenger transport services in Adelaide. A debrief was available to any operators who requested it. 

The formality of the Adelaide  process relates to the value and duration of the contracts, and is only practical on an occasional basis. It gives the political layer an opportunity to assess the outcome, and be assured that all things have been correctly implemented. However, it would not be appropriate where there are frequent contract awards of small value.   

4.16 Contract Management and Administration

Passenger transport service contracts need to be managed and administered throughout their lifetime. 

4.16.1 Contract Administration

Contract administration should be assigned to a nominated Contracts Manager. Depending on the scale of the organisation and the contracts, this activity could form part of the job specification of a suitable official of the Transport Authority. 

Administrative procedures need to be established for the Contracts. A Contracts Data Base should be established to assist in the administration, and also to identify due dates for review or renewal. The administration function needs to cover the following : 

· Reporting from the operator and the Contract Management function

· Calculation of payments due to each operator in each period, including bonuses or penalties

· Establish payments channels and organise payments on time

· Reconciliation of payments on an annual basis and over contract lifetime

· Communications to the operator including notices, changes to the contracted work, reporting, warnings, and formal correspondence 

Documentation procedures should be established, and all records relating to the contract should be kept through the contract life and for a specified period afterwards. 

4.16.2 Contract Management

Contract Management should also be assigned, either to the Contracts Manager or to another person such as the Quality Manager. 

The principle task is to monitor the performance of the contract, and to intervene at the appropriate level if the contract is not being performed according to specification.

Contract values can be quite large, and the profitability for the operator can be improved by avoiding service or quality costs. There is a natural tendency for suppliers to reduce their cost inputs unless the Client monitors the performance and is willing to take corrective action. 

The assigned Manager must put in place a performance monitoring regime. This is likely to consist of three elements : 

· Self-reporting by the operator of actual service outputs, deviations from the specified service,  timekeeping, incidents, and other information as specified in the Contract.

· Observations and measurements of the actual service technical performance. This should mostly be to verify the operator’s reporting by sampling 

· Subjective assessments of quality, through both expert assessment and user opinions

Chapter 5 gives guidance on Service Quality definition and measurement, along with practical examples.

The Transport Authority will assess the performance of the services, comparing to the specifications in the Contract. If the performance is below specification, the Transport Authority will need to decide whether to intervene, and in what way. For one-off or occasional below-standard performance, it may not be necessary to intervene. If there is repeated or continuous poor performance, the Transport Authority must act in order to both get the services it is paying for,  and to retain its own credibility as a Client, and this must be provided for in the contract.

It is worth remembering at this point that the purpose of Competitive Tendering is to obtain a supplier who can offer good quality services at an acceptable price over an agreed period of time. The pre-qualification and selection processes should have established that the chosen operator is willing and able to meet the requirements. A lot of effort has been invested by the Transport Authority and all bidders in choosing the supplier, and the supplier has in turn invested in vehicles, staff, training and set-up costs. It does not make sense to try to get rid of the operator at the first sign of trouble.

Poor performance is a sign that some corrective action is needed – often quite minor – so that the operator delivers the service and quality of which it is capable. The best approach is to have an escalating set of procedures that try to solve the issues in a mutually agreeable and respectful manner, and to only move to warnings and threat of termination when the operator is clearly unwilling or unable to correct quite serious deficiencies. 

The simplest tool is the self-reporting done by the operator. This can be structured so that the information clearly shows the deviations from specified outputs and quality, and required to be signed by CEO of the operator. This can be further supported by the bonus/penalty regime and a monthly payment report to the operator which clearly identifies the deducted payments and their causes. This brings deficiencies to the attention of senior management, and a good operator will know that he needs to take corrective action before it is demanded by the Client. 

Another useful non-confrontational tool is regular service and performance review meetings between the Transport Authority and the operator. These can be short meetings to review the current performance on all routes contracted to an operator, and will examine all relevant reports and monitoring. Again, it brings deficiencies to the attention of the managers in the operating company, sometimes identifying things of which they were not fully aware. This also gives the operator an opportunity to explain any relevant circumstances (e.g. road closures, unexpected demand or conditions) and to identify problems in operating services (e.g. delays at junctions and street sections, problems at terminals or stops). Issues can be minuted and followed-up at the next meeting(s).

If the operator is not taking effective action, then the Transport Authority can either write to the operator expressing concern and requesting corrective action; or they can request a specific meeting to review the problem area. At this level, there is still a positive relationship between Client and supplier, but it is made clear to the supplier that the Client expects action. Most suppliers will take this level seriously, and will try to both correct the situation and to regain the trust of the Client. This level also allows the supplier to explain problems to the Client (e.g. skilled labour shortages, cashflow problems, unusual levels of equipment failure or accidents) and seek the understanding of the Client in taking a little longer to improve the performance. Good operators are worth keeping, and the Transport Authority should be willing to work through a problem phase if they have confidence that good performance can be achieved for the remainder of the contract life.

The phase of formal warnings and threat of termination should be a measure of last resort. It is actually a breakdown in the collaborative relationship between Client and supplier. The Transport Authority needs to make sure that the contract permits these actions, and should follow the right procedures. There is no point in making threats if they cannot or will not be implemented if the supplier does not comply. This means that the Transport Authority has to be ready to find an alternative supplier for the services, and to handle the transition phase. The cost and disruption of a change of supplier should not be underestimated.   

  

4.16.3 Example of performance review and intervention mechanisms : London, UK

Source : “The Bus Tendering Process”, London Transport Buses, 1999

The performance levels achieved by out-contracted bus operators are regularly reviewed by London Transport Buses (now by TfL) senior management. Any aspect of unsatisfactory  performance which is identified, will be discussed in the first instance with the operator’s local management. Such aspects may also be raised at the regular Business Review Meetings which are held at Director level with each operator. The operator’s management may be required to produce and implement an action plan in respect of any unresolved performance issues.

If the problem persists, there is a facility within the contracts for the issue of Formal Warnings to the operators of those contracts which are continually providing an unacceptable level of performance. These are used as a method of incentivising the operator to improve performance to a level acceptable to LTB, i.e. to at least the minimum standards stipulated in the contract. 

LTB seeks to work with the individual operators, in order to resolve performance and service quality issues, wherever possible assisting them in ensuring that the required service and performance levels are provided. However, LTB has the right to terminate any contract which consistently performs at a level which LTB considers to be unsatisfactory, and this has on occasion been done.

4.16.4 Example of performance monitoring and follow-up : Helsinki, Finland

The contract is drawn up, and the winner is invited to sign it. Since the general conditions of contract, production schedule, quality parameters, basis for calculation of payment, and vehicle requirements were already committed in the tender documentation, and the price has been bid, then there is not any scope for negotiation. Contract signing should therefore be a formality.

At the moment, operators must self-report. On a monthly basis the operator must for one weekday, one Saturday and one Sunday, report every departure and the maximum passengers on the bus. (When smart cards are fully introduced, the needed data will be generated by the revenue collection system) In addition, there is a “highway patrol” which has a manual system for checking and makes reports. 

The Transport Authority (HKL) can reduce payments to the operator for non-performance, for using the wrong bus type etc. This is covered by a defined formula which is included in the contract. 

For small things, HKL will write to the operator identifying the issue and asking for both an explanation and for the proposed mitigating actions.

For more serious matters, or for ongoing quality/performance problems, HKL invite the operator to come in and talk to them, and to explain how they are going to correct things. In these cases, HKL don’t usually “make papers” – the meetings are a means of communicating to the operator a significant level of concern, and it is expected that the operator will listen carefully and make a serious effort to rectify the situation. 

HKL has the right to terminate the contract. To date, they have not had to do this, nor even to issue a serious threat to an operator that they would do so.

Overall, HKL feel that it is working well. The Quality Index has gone up, there are newer buses, and there are more low floor buses. 


4.16.5 Example of operator self-reporting : Gothenburg, Sweden

Operators must submit the following reports to Vasttrafik (the Transport Authority) : 

Every calendar month before the 15th : 

· Deviations compared to the planned traffic (cancelled trips and unplanned extra traffic) and causes for deviation

· Exchange assignments

· Accidents (special form)

· Monthly production

· Other information in order to specify the invoice

Every year : 

· Total annual production, from monthly reports

· Environmental account

· Age of vehicle fleet

5 Service Quality

This chapter presents an approach to Service Quality which is designed for the medium- to long-term. While the general approach is immediately applicable, the details are beyond what many cities in the ECA Region need right now. 

However, the reform measures are designed to lead to stability, efficiency and improved quality of passenger transport services. Over time, Cities will want to better quality of service to meet the needs and expectation of citizens, but since the services are operated through contracts they will have less direct control. The contract and support mechanisms must allow them to achieve their policy objectives. 

In the short-term, cities can choose which elements to implement, knowing that they are working within a comprehensive framework. The indicators are fairly universal and relevant, it is the target values that set the standard.

This section considers Service Quality for passenger transport in the context of services under contract or franchise to the Transport Authority. It presumes that there is the basis for the City to specify and enforce quality of the passenger transport services.

5.1 Purpose of setting Quality Standards

Service Quality needs to defined by the Transport Authority as the Client or as the Regulator for the Passenger Transport in a City. 

There are two main motivations to do this : 

c) The Transport Authority acts in the social interest to ensure that the passenger transport meets the citizen needs of mobility, safety and comfort

d) The Transport Authority is the Client for services, and defines the quality it expects for the funding it provides or the rights to operate that it confers

At present, the majority of trips in Cities of the ECA Region are made by public transport. This means there is a very high dependency on the transport for work, social and other purposes. The quality of the transport services impacts directly on the quality of life of most citizens. At the same time, for citizens with better incomes, the demand for travel by car will become an increasing factor. It will be necessary to :

· Retain existing customers

· Attract the majority of new trip patterns (e.g. people entering the work force)

· Meet customer expectations to justify any increased tariff levels needed for investments

This will only be achievable if the public transport services meet the needs of the users, and if they are satisfied with the quality of the service. As passenger expectations increase, the user will be more demanding of bus services that are of higher quality rather than just meeting the basic transportation function.  

Quality and monitoring of the public transport services are functions of the Transport Authority. There are three dimensions :

· Defining the quality standards and including them in the Transport Service contracts

· Monitoring the performance of the operators, both directly and through operator reporting

· Monitoring the compliance with contract conditions, and intervening where necessary

The Quality Standards will be defined in a Schedule to the Transport Service Contract. The reporting obligations of the operator and the rights of the Transport Authority to monitor the services will be established on the contract. Payments will be linked to service performance, and there will be escalating intervention measures to encourage the operator to conform, or ultimately to allow the Transport Authority to terminate the contract.

5.2 Suggested performance Indicators 

It is suggested that performance indicators should be structured in three types of measure : 

a) Level of service targets (e.g. service frequency) – these develop the Urban Public Transport (UPT) service vision and objectives, and will provide the broad framework of expectations for the services

b) Technical measures of service attributes (e.g. % of planned vehicle-kms operated) – this will provide clear objective measures which show the actual service performance

c) Subjective measures of service attributes (e.g. comfort of vehicle)  – these will reflect the feeling of the end-user of the services.

Collectively, these indicators will cover the different dimensions of the customer experience in the City’s bus and tram services.  The approach can be presented in the following diagram :






UPT


Levels


Technical 

 Subjective


Service


   of


Indicators

 Indicators


Vision


Service


Levels of service describe the UPT Service Vision

in practical terms, understood by all 





The Technical Indicators break down the Levels




of Service commitments into measurable items




which can be used to assess and report performance


The Subjective Indicators capture 








how the user experiences the service








and are matched to the LoS and TIs.


The Subjective Indicators provide an important Feedback both on how well the service is performing, and the degree of satisfaction and willingness to choose and use public transport

5.2.1 Levels of Service

At the high level, the concept of “Level of Service” developed by the TCRP in the USA is very useful. This allows a common understanding of the committed and actual service levels across decision-takers, planners, operators, and customers. The levels of service are graded from A (Excellent) through F (unacceptable), and there is an explainable difference between one level and the next. 

The broad grading concept for ECA Cities can be explained as : 

A : Ideal or premium service 

B : Very good service

C : Design level of service

D : Acceptable, but unlikely to attract any new customers

E : Undesirable – implement mitigating actions immediately

F : Unacceptable under any circumstances 

Sample indicators and values for Levels of Service for an ECA City are included in Annex A.

The impacts of the “real world” must also be taken into account. Traffic delays, roadworks, accidents, unexpected customer patterns are among the factors that can impact on the service delivered to the customer. Customers may tolerate an extra 10 minutes of waiting or journey time if it happens occasionally (and especially if the circumstance is explained to them or is obvious) whereas the same delay happening every day would be unacceptable. 

The following intervention approach is suggested regarding the Level of Service levels : 

	LOS
	Occurs daily
	Occasional

(about 1/week)
	Rarely (not more than 1/month)

	A
	None
	None
	None

	B
	None
	None
	None

	C
	None
	None
	None

	D
	Operator must develop service improvement plan
	None
	None

	E
	Operator must implement immediate corrective action
	Operator must identify causes and seek mitigation
	Operator must ensure that customers are informed

	F
	Serious warning to operator leading to loss of route
	Operator must implement immediate corrective action
	Operator must identify causes and seek mitigation


5.2.2 Technical Performance Indicators

“Technical” indicators means that they can be measured objectively, and are not influenced by the opinion of the user. Technical Indicators will be used to measure both the planned services, and the actual delivery in terms of output and quality. Clear targets will be set for each of these indicators. 

· For mandatory indicators, failure to meet them will result in intervention measures, including penalties and even loss of route operating rights

· Other indicators will provide clear signals to operators for how they should develop services and customer care programs, and are likely to become mandatory at a later point

These will be linked to the Levels of Service and are often the principal measures of performance against which most bonus and penalties are measured.  Indeed in the early stages of tendering, they may be the only measures used.  This was the case with initial competitive tendering of bus services in London. 

They will need to be explicit measures which can properly capture the expectation of the Transport Authority, but must also be achievable by the operator. They are likely to include : 

· Coverage of the planned schedule

· Cancellations, particularly of first or last buses

· Reliability

· Punctuality

· Vehicles assigned

· Availability of customer–support services

5.2.3 Subjective Indicators 

“Subjective” indicators means that they are measured based on the opinion of the user or of an observer. They cannot be measured objectively, and the value for the same event may differ from one person to another. 

There are two main ways of measuring a subjective indicator : 

a) Obtaining the opinion of the user through surveys, interviews, feedback channels. To use as indicators, we prefer that these are structured replies through a suitable sampling frame.

b) Using a trained observer who has been briefed on what items to consider, but will ultimately form a personal value judgement. 

For most of the service indicators, both methods are used. This permits an understanding of the customer perception (whether or not it is correct/reasonable) balanced with the trained observer’s report of the actual situation. 

These measures feature increasingly in the more mature tendering systems, and it may be appropriate to phase their introduction.  However it is important to measure and monitor the aspects of the service that are important to users.

5.3 User Opinions

An interesting approach is used for London’s bus services and could be easily used in ECA Region Cities. This involves measuring user opinion on a range of attributes, and setting a target per attribute for the percentage of users who give at least a good satisfaction rating. In the London case, the benchmark is a satisfaction rating of at least 7.5 on a 10-point scale. 

The attributes listed below are recommended. While all of these attributes should be measured comprehensively from time to time, it is recommended that a set of 10-12 most important attributes should be identified through customer panels or testing. In as much as is possible, this should be aligned with the BEST (Benchmarking in European Service of Public Transport discussed in section 5.3.3 below) indicators.

This reduced attribute set should be tested regularly around the network through direct survey and through self-completion questionnaires. It is important to be able to disaggregate the responses by user market segment. The measures set out below measure overall performance of the transport network, much of which will be outside the control of an individual operator.  Nonetheless they illustrate the range of issues likely to be important to users and those most relevant to contract monitoring are underlined.

Service Offer

· Ability to reach most of intended destinations by public transport

· Good choice of routes available to the individual user

· Access to the tram and commuter rail services 

· Frequency of bus, tram services 

· Hours of operation

Using the offered service

· Walking distance to nearest bus/tram stop

· Accessibility of the bus/tram stop

· Waiting conditions at the bus/tram stop 

· Ease of boarding the bus/tram 

· Ease of transfer at bus/tram terminals

· Ease of transfer at commuter stations

· Availability of information prior to travel

· Availability of information during the trip

· Ease of use of the ticketing system

Performance of the Service

· Ability to board the first bus/tram

· Length of waiting time

· Reliability of the service

· Punctuality

· Duration of bus/tram journey

· Duration of total journey

Comfort and Ambience in the Vehicle

· Degree of overcrowding

· Ability to get a seat

· Smoothness of the ride

· Freedom for jerkiness/jolting

· Cleanliness of the vehicle

· Climate conditions in the vehicle

· Noise level in the vehicle

· Ticketing and information systems functioning

· Sense of safety on the bus/tram 

· Sense of security on the bus/tram

· Driver courtesy

· Driver courtesy

· Driver knowledgeable and willing to help

Overall

· Overall quality rating

· Value for money

· Sense that user’s needs are catered for, within reason

· Preference to use another mode or operator, if available

5.3.1 Trained observer measurements

It is recommended that trained observers are used to monitor the service performance from time to time, according to a structured plan. The observers should be clearly briefed on the attributes to be measured, and use a consistent measurement and reporting method. Observations fall into two categories : 

a) Observation and reporting of the attributes being measured from the user opinion. This is required to interpret the users’ opinions, and to help identify the type of improvements that may be required.

b) Observation of the driving style, helpfulness and attitude towards customers of the driver. This will focus on the following attributes : 

· general driving skill

· speed of the journey – whether it is aggressive, positive, relaxed, slow

· ability of the driver to anticipate situations, thus reducing both hazard and jerkiness

· courtesy towards other road users

· proper driving methods – use of indicator, respecting traffic lights, use of handbrake etc.

· friendliness and care towards customers

· ability and willingness to assist customers requiring assistance

5.3.2 Implementation

The implementation of the Service Performance program should be in the domain of the Transport Authority which has responsibility for regulating bus and tram service standards. This is designed to be suitable for the situation where there may be multiple operators.

The Transport Authority should be responsible to :

· Develop the Public Transport Service Vision, in consultation with the relevant stakeholders

· Define the Levels of Service based on the Public Transport Service Vision

· Define the Technical and Subjective Indicators 

· Set the target values for the Technical and Subjective Indicators

· Establish the information collection, analysis and reporting mechanisms

· Act on the results, including intervention measures and publication

· Determine whether to participate in benchmarking exercises

It is not the intention to create a new layer of bureaucracy, or to impose a burden of administration and data gathering for either the operator or for the Transport Authority. 

The substantial effort which appears to be involved is, in fact, mitigated in five ways : 

a) The Levels of Service represent the commitment to the customer, and position the current, promised and potential service quality. The core messages are simple and concise, and can be communicated to both customers and non-users through the current communication media.

b) Many of the Technical Indicators deal with the network and/or route coverage, and thus deal with the planned service. They should be reviewed at network level on a periodic basis (say every 2-3 years) and for route and network impacts when route changes are proposed.  While some new indicators might be used, they do not usually present any increase in the workload, although there may be a reassignment of who actually does the work.

c) The remaining Technical Indicators, as well as the Trained Observer Subjective Indicators reflect the actual service in terms of output and quality. All of these are items which any competent transport operator will already be monitoring, assessing and including in management reports. Care should be taken to design the indicators so that as many as possible could be drawn directly from automated systems (vehicle location system, ticketing system) or from operator records (e.g. training records). Nonetheless, the Transport Authority should consult with the operators to maximise the alignment of the indicators with the operators’ reporting systems.

d) The User Opinion Subjective Indicators provide a very important source of market research and customer feedback. In as much as possible, they should be incorporated into available customer dialogue programs, and surveys will be designed to allow easy implementation and analysis. 

e) The monitoring and audit procedures and the intervention measures associated with the service performance program will be established within the Transport Service Contracts. 

The high-level approach is shown in the following diagram : 
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5.3.3 Benchmarking

BEST (Benchmarking in European Service of Public Transport) is an initiative involving the public transport operations in 9 leading European cities. The cities were selected on the basis of having well developed public transport services, and an explicit strategy to increase quality of services. The cities are Barcelona, Copenhagen, Geneva, Helsinki, London, Manchester, Oslo, Stockholm and Vienna. 

The main focus of BEST is to identify customer opinion of 10 key parameters : 

· Citizen satisfaction

· Traffic Supply

· Reliability

· Information

· Comfort

· Staff behaviour

· Personal security

· Social image

· Value for money

· Loyalty

This is determined through a structured telephone interview (by telephone) of 1000 citizens for each region. The interviews are all made by local companies. 

The cities compare their performance to each other, and to previous years. The purpose is to identify potential for improvement, to set new goals and prepare the actions plan, and to implement them and follow up on the results. Cities compare each others activities to understand the variance in performance and to see what actions could be transferred. 

It is recommended that the Transport Authority could follow the BEST initiative and use the same interview to determine the baseline values for ECA Cities. Comparison should be made to a cluster of Cities in the region. Relationships should be established among these cities to understand the techniques that allows higher scores to be achieved.

5.4 Practical Examples – Performance Criteria

5.4.1 London, UK

Transport for London (TfL) is part of the Greater London Authority, and replaces London Transport. TfL is the transport authority for London, and all bus services in London are managed under a regime of competitively tendered contracts. The contracts are mostly on a gross cost basis with strict specification of the services, and with penalties for below requirements provision. In addition, TfL sets service quality standards, and these are reported in the Transport for London Best Value Performance Plan, as well as regular reports on all routes to local authorities and users’ representatives.

As well as the performance regime already in place, they added 7 new indicators for bus, which are measures of the percentage of customers who express a satisfaction level of at least 7.5 out of a maximum value of 10. The indicators are : 

- service reliability

- personal safety and security

- smoothness of ride and freedom from jolting

- attitude and behaviour of the staff

- cleanliness and condition of bus

- information on bus

- information on stops

These are good examples of the type of quality measure observed through user surveys and professional surveys and used in more mature tendering systems to reward and penalise operators. These complement the long-standing measures used to judge performance of bus services in London:  

- on-time departures (i.e. punctuality)

- scheduled waiting time

- excess waiting times

- service volume (i.e. reliability), with and without congestion effects

- cost/passenger journey

TfL also has measures of its own performance, including the level of bus lanes, camera enforcement, bus priority at traffic signals, traffic signals operating effectively.

5.4.2 Customer Satisfaction criteria, Adelaide, Australia

In Adelaide, Customer Satisfaction is one of the Key Performance Indicators used in the contract. This is aggregated from the rating of a set of service features, and determined by periodic customer surveys. The survey is carried out in-vehicle, and the satisfaction ratings are about the specific trip and vehicle they are currently taking. The indicator set consists of : 

· Feeling safe while on the bus

· Feeling safe while getting to/from the bus

· Cleanliness inside the bus

· Bus being on time

· Driver greeting the user as (s)he boards the bus

· Temperature control inside the bus

· Bus driver waiting for passenger to be seated before driving off

· Bus driver helpfulness

· Seat availability

· Overall satisfaction with the bus trip

The customer is asked whether they have experienced any problem with the service features on the specific trip, and invited to identify two improvements that could make him/her more satisfied with the trip.

The customer is asked to compare overall satisfaction compared to 12 months previously, whether they are likely to continue to use the bus services in the next 12 months, and whether they would recommend the use of bus services to others. 

It is worth noting here that these factors are relevant in the ECA Region, even if there is little possibility in the short- or medium-term of reaching the standard of wealthier countries. The passenger is still a customer with needs, many of which are being poorly met. It is still a valuable action to understand the perspective of the customer, and to improve the things that are important to them. The quality of performance on some factors is independent of funding. 

5.4.3 Service Quality Index, Australia

A new approach is currently being developed by the Institute for Transport Studies (ITS) at the University of Sydney. This develops a “Service Quality Index” for each bus operator as the weighted sum of relevant quality attributes. 

The attribute set is designed to reflect how Australians perceive quality, and include : 

· Reliability

· Fare

· Walking distance to the bus stop

· Waiting safety

· Travel time

· Bus stop facilities

· Air conditioning

· Information at the bus stop

· Frequency

· Safety on board

· Cleanliness of seats

· Access to bus

· Driver attitude

5.5 Practical Examples - Performance Measures


5.5.1 Melbourne, Australia

In Melbourne, the following values of the service indicators are used to trigger Customer Compensation. This does not mean that these values are considered to be “acceptable” or define a target – it means that they are considered sufficiently unacceptable that the customers should be compensated.

	Operator
	Bayside Trains
	Connex Trains
	V/Line
	Swanston Trams
	Yarra Trams

	Punctuality
	92%
	92%
	92%
	80%
	80%

	Reliability
	95%
	95%
	96%
	95%
	95%


The ‘passenger weighted minutes’ indicator is used to determine bonus/penalty payments. To avoid penalties, operators must achieve a 20% improvement (30% for Swanston) on 1998 levels. Each year of the franchise, the performance target is adjusted so that operators must constantly improve performance to receive incentive payments.

5.5.2 Rail services, UK

In the UK, the railway service formerly provided by British Rail have been separated into rail services provided by Train Operating Companies (TOCs) and the rail infrastructure operated by Railtrack (now Network Rail). The Strategic Rail Authority (SRA) grants the right to operate rail services to the TOCs on a franchise basis for periods of 7 to 12 years. Subsidy is still paid to most of these franchises (although two franchises actually pay money to SRA). A regime of financial incentives is in place to motivate the TOCs to respect the terms of their agreement. Penalties  or bonuses are payable in respect of punctuality, while penalties are payable for under provision of service or  capacity. 


In the London/South East region, a double regime applies for poor performance. As well as the standard penalty regime, if service is below a threshold, then season ticket holders become entitled to a discount on their next purchases. This compensates them for the poor performance, and provides a further financial incentive to the TOC. The TOC is also required to prominently publish their targets, actual performance, and information on any compensation to customers. 

Examples are given of two parts of the Connex South Central franchise in the London region – South London and Sussex (who have subsequently been replaced with another operator). The “target” level relates to the payment regime. The “threshold” level relates to the point at which customers are entitled to discounts on season tickets.

	Indicator
	Target
	Average performance for the month
	Average performance YTD
	Threshold for season ticket discount

	South London
	
	
	
	

	Punctuality (arrives within 5 minutes of advertised time)
	90%
	85.3%
	78.3%
	87%

	Reliability (% of advertised services operated)
	99%
	98.9%
	98.4%
	98%

	Sussex
	
	
	
	

	Punctuality (arrives within 5 minutes of advertised time)
	87%
	79.1%
	65.1%
	84%

	Reliability (% of advertised services operated)
	99%
	99.1%
	98.2%
	98%


Data for September 2001, publicly displayed at rail stations in the region served.

Based on this performance level, discounts on the price of renewed season tickets were granted for the 4 weeks following the period of 5% and 7% for South London and Sussex respectively. 

Note that allowance is made for serious accidents or track/signalling incidents which would have prevented the TOC meeting the targets. For the reported period, there were no such incidents.

5.5.3 London, UK

As described above, Transport for London (TFL) have set targets for customer satisfaction ratings for seven service attributes. The requirement is that a target percentage of customers will give a satisfaction rating of 7.5 or better (out of 10). The following table shows the actual performance for 1999-2000, the forecast outturn for 2000-1, and the target for 2000-1.

	Service Attribute
	1999/2000

Actual
	2000/2001 Forecast
	2000/2001 Target

	Service reliability
	52
	48
	55

	Personal safety and security
	80
	81
	80

	Smoothness and freedom from jolting
	60
	62
	59

	Attitude and behaviour of staff
	79
	80
	79

	Cleanliness and condition of buses
	70
	68
	70

	Information on buses
	69
	67
	69

	Information at bus stops
	62
	60
	65


In addition, many other service performance attributes are monitored, although they are not yet part of the performance target regime. 

	Service Attribute
	1999/2000

Actual
	2000/2001 Forecast
	2001/2002 Forecast

	Low frequency services : 

% Departing on time (-2 to +5 mins)
	67.8
	67.0
	70.0

	Frequent services : waiting time (mins)

Actual

Schedule

Excess
	6.7

4.6

2.1
	6.8

4.6

2.2
	6.5

4.6

1.9

	% of schedule operated

- before traffic congestion

- after traffic congestion
	97.5

95.9
	97.5

95.5
	98.0

96.4


These latter measures have been the key way in which performance has been managed since bus tendering  started in London.  The user based measures are now being used to complement these.

6 Annex A  : Additional materials on Service Quality

6.1 International Practice

The review of international practice considers research projects of the European Union, USA, and Australia, as well as some city-level cases from Europe and Australia. 

In the EU and in USA, efforts have been made harmonise the indicators which are used to measure the performance of urban bus services. This has the advantage of allowing cities to compare with each other for basic comparative or for benchmarking purposes. At the same time, it facilities the development of a broad body of transferable knowledge, so that cities and operators can use standard procedures rather than have to develop their own.

The review of international practice shows that measured performance is used for the following main purposes :

· Linkage to contract payments – bonus / penalty : In cities where services are subsidised and operated under contract to the transport authority, there is usually a linkage between service quality the payment. This can either be in the incentive form of a variable component linked to certain indicators (e.g. Norwegian cities), or can be penalties for below-target performance (e.g. Gothenburg, Adelaide, London)

· To trigger intervention and actions : Target or threshold values of key performance indicators are set, and where the operator fails to meet these targets, intervention is required to bring the values back within acceptable ranges (e.g. Helsinki, Singapore, Adelaide). 

· Use it to determine whether sanctions are applied to the operator (e.g. loss of route) : In some cities, the ‘unacceptable’ level of performance is used to trigger sanctions against the operator. This could be in the form of fines, non-renewal of contract, termination of contract or disqualification from further participation in the market (e.g. Adelaide, Gothenburg, London).

· Publication : Performance measures, especially relating to customer satisfaction, are published to inform both the users and the sponsors of the transport services. In some cases this visibility is intended to put pressure on the operators, in others it is based on a culture of placing information in the public domain (e.g. Melbourne, Singapore).
· Customer charter and compensation: Some cities have put a customer charter or guarantee in place, and operators must make compensation to customers for failure to meet minimum service standards (e.g. Oslo, Melbourne, London)
· Benchmarking for internal assessment and continuous improvement : Performance measures can be used by the operators to benchmark their own effectiveness and efficiency, and act as a basis for continuous improvements (e.g. the COMET and NOVA networks for MRT operators).
In practice, performance indicators are usually used for more than one purpose, and part of the harmonisation effort at city level is to develop indicators that can be used for all purposes. This reduces the workload involved in data collection and analysis, and ensures consistency across the different agencies involved in the transport regulation and supply.

6.2 Quality Indicators

6.2.1 QUATTRO and CEN standard indicators

Building on the QUATTRO project of the EU Transport Research Program, the European standards body CEN (Technical Committee 320, Working Group 5 – TC320 WG5) has identified a “hierarchy” of quality determinants which is intended primarily for urban passenger transport. The objective is to move towards a standard set of indicators, thus allowing a common way of defining quality for passenger transport services. The detailed set is contained in the following table.

	1. Availability
	1.1 Modes 
	

	
	1.2 Network
	1.2.1 Distance to b/a points

1.2.2 need for transfers

1.2.3 area covered

	
	1.3 Timetable
	1.3.1 operating hours

1.3.1 frequency

	
	1.4 Suitability
	

	
	1.5 Dependability
	

	2. Accessibility
	2.1 External Interface
	2.1.1 to pedestrians

2.1.2 to cyclists

2.1.3 to taxi users

2.1.4 to private car users

	
	2.2 Internal interface
	2.2.1 entrances/exits 

2.2.2 internal movements 

2.2.3 access to vehicles

2.2.4 internal movement in vehicles

	
	2.3 Ticketing
	2.3.1 acquisition on network

2.3.2 acquisition off network

2.3.3 validation

	3. Information 
	3.1 General Information
	3.1.1 about availability

3.1.2 about accessibility

3.1.3 about sources of information

3.1.4 about travelling time

3.1.4 about customer care

3.1.5 about comfort

3.1.6 about security

3.1.7 about environmental impact

	
	3.2 Travel information in normal conditions
	3.2.1 street directions

3.2.2 b/a point identification

3.2.3 vehicle direction

3.2.4 about route

3.2.5 about time

3.2.6 about fare

3.2.7 about type of ticket

	
	3.3 Travel information in abnormal conditions
	3.3.1 about current/forecast network status

3.3.2 about alternatives available

3.3.3 refund/redress

3.3.4 about suggestions and complaints

3.3.5 about lost property

	4. Time 
	4.1 Length of trip time
	4.1.1 trip planning

4.1.2 access/egress

4.1.3 at b/a points

4.1.4 in vehicle

	
	4.2 Adherence to schedule
	4.2.1 punctuality

4.2.1 reliability

	5. Customer Care
	5.1. Commitment
	5.1.1 customer orientation

5.1.2 innovation and initiative

	
	5.2 Customer interface
	5.2.1 enquiries

5.2.2 complaints

5.2.3 redress

	
	5.3 Staff
	5.3.1 availability

5.3.2 attitude

5.3.3 skills

5.3.4 appearance

	
	5.4 Assistance
	5.4.1 at service disruptions

5.4.2 for customers needing help

	
	5.5 Ticketing options
	5.5.1 flexibility

5.5.2 concessionary tariffs

5.5.3 through ticketing

5.5.4 payment options

	6. Comfort
	6.1 usability of customer facilities
	6.1.1 at b/a/ points

6.1.2 on vehicles

	
	6.2 Seating and personal space
	6.2.1 in vehicle

6.2.2 at b/a points

	
	6.3 Ride comfort
	6.3.1 starting/stopping

6.3.2 during travel

6.3.3 external factors

	
	6.4 Ambient conditions
	6.4.1 atmosphere

6.4.2 weather protection

6.4.3 cleanliness

6.4.4 brightness

6.4.5 congestion

6.4.6 noise

6.4.7 other undesired activity

	
	6.5 Optional facilities
	6.5.1 toilets/washing

6.5.2 luggage and other objects

6.5.3 communication

6.5.4 refreshments

6.5.5 commercial services

6.5.6 entertainment

	
	6.6 Ergonomics
	6.6.1 ease of movement

6.6.2 furniture design

	7. Security
	7.1 Freedom from crime
	7.1.1 preventive design

7.1.2 lighting

7.1.3 visible monitoring

7.1.4 staff/police presence

7.1.5 identified help points

	
	7.2 Freedom from accident
	7.2.1 presence/visibility of supports

7.2.2 avoidance/visibility of hazards

7.2.3 active safeguarding by staff

	8. Environment
	8.1 Pollution
	8.1.1 emissions

8.1.2 noise

8.1.3 visual pollution

8.1.4 vibration

8.1.5 dust & dirt

8.1.6 odour

8.1.7 waste

8.1.8 electromagnetic interference

	
	8.2 Natural resources
	8.2.1 energy

8.2.2 space

	
	8.3 Infrastructure
	8.3.1 effect of vibration

8.3.2 wear on road/rail etc.

8.3.3 demands on available resources

8.3.4 disruption


6.2.2 Suggested Level of Service Criteria

This section is primarily designed to present the criteria. The values are appropriate to a medium or large city in the ECA Region where there is a well developed network and strong usage levels. Nonetheless, each City needs to develop its own specific values which reflect the local needs and the affordable levels of service.

Mobility  LOS

	LOS
	Comments

	A
B
C
D
E
F
	Direct access to rail, bus/tram access to all parts of the city

Direct access to rail, access to multiple trunks bus/tram services

Access to rail and served by at least two trunk bus/tram trunk services

Access to rail or at least two trunk routes

Access to one trunk bus or tram service only

Very limited (e.g. works service) or no service


Service Frequency LOS
	LOS
	Headway (min)
	Veh/hr
	Comments 

	A
B
C
D
E
F
	< 4

4 - 6

7 - 9

10 - 14

15 - 29

> 30
	>15

10-15

7-8

5-6

2-4

<2
	Very high frequency for busiest peak-time corridors

Attractive peak hour frequency

Maximum desirable time to wait if bus/tram missed

Passenger must be able to board first bus/tram

Passenger needs to consult schedules

Service unattractive to all riders


Hours of Service LOS

	LOS
	Hours per Day
	Comments

	A
B
C
D
E
F
	19-24

17-18

14-16

12-13

4-11

0-3
	Night service provided

Late evening service provided

Early evening service provided

Daytime service provided

Peak hour service / limited midday service

Very limited (e.g. works service) or no service


Transit / Auto Travel Time LOS

	LOS
	Travel Time Difference (mins)
	Comments 

	A
B
C
D
E
F
	< 0

1 – 15

16 – 30

31 – 45

46 – 60

> 60
	Faster by transit than by automobile

About as fast by transit as by automobile

Tolerable for choice riders

Substantial difference – especially for short trips

Tedious for all riders, unacceptable to choice riders

Unacceptable to most riders


Figures relate to the one-way trip, and should reflect door-to-door times. For public transport, need to allow for walk time to/from stop, wait time for bus/tram, transfer times. For auto, need to allow for walk time to/from vehicle and park search time.

Reliability LOS : On-time Performance
	LOS
	On-time percentage
	Comments (from users perspective, 5 round trips per week)

	A
B
C
D
E
F
	97.5 – 100.0

95.0 – 97.4

90.0 – 94.9

85.0 – 89.9

80.0 – 84.9

< 80.0
	1 late transit vehicle per  month

2 late transit vehicles per month

1 late transit vehicle per week

1 late transit vehicle per direction per week





This is intended to apply to routes with headways greater than 10 minutes.

Passenger Load LOS
	LOS
	Bus/Tram
	Comments

	
	M2/px
	Px/ M2
	

	A
B
C
D
E
F
	>1.20

1.00 – 0.76

0.75 – 0.51

0.50 - 0.25

0.25 – 0.15

<0.15
	<1

1

1 - 2

2 - 4

4 - 6

> 7
	No passenger need sit next to another

All passengers have a seat

Some standing passengers

Comfortable standee load for design

Maximum tolerable load – unavoidable body contact

Crush (i.e. extremely uncomfortable) loads

	
	
	
	Passenger Comfort LOS


	LOS
	Comments

	A
B
C
D
E
F
	Premium quality vehicles; seat for all passengers; continuous improvement program

As C with in-vehicle information/announcements; upgraded amenities at stops

As D with modern vehicles, comfortable seating, upgraded amenities at terminals

Clean air-conditioned vehicles; smooth drive; good amenities at terminals

Non-air conditioned vehicles; jerky ride; lack of amenities;

Vehicles fail to meet Transport Authority standards; rough or unsafe driving; 


Customer Care LOS

	LOS
	Comments

	A
B
C
D
E
F
	As B plus loyalty/reward program and compensation when charter terms not met

As C plus customer charter and extensive consultation with users

Professional, helpful staff; extensive information; formal customer care programme

Staff are trained and courteous; static and real-time information is available

Staff not consistently courteous and helpful; information not consistently available

Staff unhelpful; lack of information; lack of training or monitoring
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