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1 Purpose and Scope of this Document

1.1 Origins of the Document

This document is the Administrative Structures 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 second 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 is structured with three main sections, relevant to different audiences : 

a) An Executive Summary (5-10 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. 35 pages) on Administrative Structures which is intended for the transport specialist. It sets out the role and scope of the Transport Authority, presents the functions to be performed, presents organisational models and structures, and discusses issues that may confront the proponents and implementers of reforms.

c) Two annexes (total 15 pages) which provide technical guidance, the first providing an detailed listing of functions relevant to the transport authority, the second providing guidance on dev eloping the network planning capability. 

2 Executive Summary

2.1 Context

Urban Passenger Transport in the ECA Region is faced with a deep transformation from the “Planned Economy” within the former Soviet system to a “market economy” which is being adopted by most countries and regions. 

Most noticeably in the past decade, there has been a very clear international trend towards an open market for the provision of urban public transport. These have been discussed in depth in the Reform Options Report. 

The rate of change has been quite different across the ECA Region, and even within countries. Nonetheless, it is happening everywhere. The biggest impact is the emergence of a private sector for the provision of passenger transport services, especially for bus services. 

The Administrations within the Cities are faced with two major challenges. First, there is a set of transport policy issues which must be addressed at the political level :

a) How to best organise the urban passenger transport

b) How to mobilise the private sector to offer and provide urban passenger transport services

c) How to establish fiscal frameworks which will lead to sustainable urban transport services

d) What to do with the current public sector traditional transport operators

e) How to balance the need for fiscal control with the need for citizen mobility, both for economy-vital functions such as travel to work, and socially-vital functions such as travel to school and societal participation

Second, new institutional frameworks, administrative structures, and relationships must be designed for the changing market and business environment. The institutions must be set up or changed, staff must be engaged and trained, and funding mechanisms must be put in place. 

This report is designed to present options and methods that could be used by officials who have responsibility for passenger transport services in countries of the ECA Region. 

2.2 Scope

This report considers the passenger transport authority. In general, it does not consider the broader context of a comprehensive urban transport authority which would have responsibility for roads, general traffic, environmental matters etc. as well as the passenger transport.  

The reason for this approach is that cities in the ECA Region face a fundamental  institutional and organisational restructuring, and the more complex case of the stand-alone passenger transport authority has been presented. In this case, it requires its own explicit governance, financing, organisational and administrative mechanisms. By contrast, when the passenger transport authority is a unit of the existing municipality it can share much of the existing structure and mechanisms. Examples of both cases are shown in Chapter 6.

Although beyond the scope of this report, it is essential that the passenger transport planning is fully integrated with the urban and general transportation planning of the city. This must extend to the strategic planning, modal policies, core infrastructural planning and investment, and general financing of transportation. At the more detailed level, the planning of the passenger transport needs to be well integrated with the other urban modes of the transportation and with the regional and long-distance passenger transport. These issues are the domain of Functional Area 3 (see section 2.9, Chapter 5 and Annex A of this report).

2.3 Developing the Market Framework

Cities in the ECA Region face the need for reform, and some have already started the process. Cities must choose the basic market access and regulatory framework, and then develop  appropriate institutional arrangements.

There are three generalised models which have the most relevance to the cities of the ECA Region, and which allow the participation of the private sector  : 

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
These have been reviewed and described in the Reform Options Report. In addition, there is  the model of a negotiated contract with the public sector entity which 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 and more limited competitive tendering to provide a benchmark for performance and potentially to help create the conditions for more extensive tendering.

An assessment of these options gives a very clear preference for citywide Competitive Tendering. However, it is clear that the conditions for an effective competitive tendering approach does not yet exist in many Cities. As a result, it may be necessary for Cities to modify the approach, or to implement it in stages. Also, there may be various historic or local factors which need to be taken into account.   

2.4 Developing the Institutional Framework

This document presumes that there is a stable environment within which institutional structure and regulatory framework exists, and where the rule of law is sufficient for it to be respected. This is the case in almost all parts of the ECA Region.

Invariably, the authority is vested in the publicly accountable entities, at national, regional or municipal level. In almost all cases of large urban areas, the fundamental authority for the public transport decision-taking is with the municipalities or the collective of municipalities in a combined area. Frequently, the publicly accountable level will vest many strategic, tactical and operational rights within either a department of the municipality or in a dedicated public entity. In turn, some of the functions may be allocated to other agencies or to operators.

This document focuses on the executive entity, and the functions it needs to assure. The executive entity is the means through which the public purpose is served. It takes many forms, including a department within the Municipality, a dedicated public sector body, a sub-committee of the elected representative, or a public sector official. For practical purposes, the this paper refers to the entity as a “Transport Authority”, regardless of the form, staffing levels, actual functions etc.

Generally, it can be considered that there are three primary goals 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

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 may choose to be directly involved in the service provision, or may delegate some or many functions and decisions to agencies or to operators while keeping control of the policy making.

2.5 Institutional Impact of Reforms on Cities

The implications for Cities of the ECA Region can be summarised as : 

· In many new scenarios, the City will need to develop Client – Supplier relationship for the provision of financially supported or regulated public transport services
· The City will need to be able to specify requirements and assure service quality, independently of the operator(s)

· This means that the City administration will need to increase its capabilities in certain areas

· To support this, it will need to develop a robust functional model covering

· Immediate and possible future functional areas

· Immediate and possible future Functions and Tasks

· This will act as a reference framework, allowing for expansion of roles and functions 
· The specific allocation of roles will reflect the Organisational Model of public transport organisation for the specific City

· Explicit funding mechanisms will need to be developed, these need to be stable

· Regulations may need to be developed to underpin the organisation of the transport, the regulation of the services, and the funding mechanisms
2.6 Designing the Institutional Framework

In designing the Institutional Framework for public transport for a City, the officials and experts should taken into account national and international experience and the specific requirements of the City. The following factors should be considered : 

· The nature of the Regulatory Framework which will be implemented

· Access to the Market, including avoidance of both overt and unintended discrimination on the basis of form of ownership, country of incorporation, scale or structure

· The Institutional Framework including the relevant actors, responsibilities, and relationship among them

· Convergence with Federal and other relevant Regulations 

· Where lies the right of initiative on the Network, specific Routes, and Service characteristics, and degree of exclusivity conferred on operators

· The degree of planned Service Integration

· Ability to implement Transport policy

· Ability to implement Societal policies

· Support financing of the passenger transport and Pricing/Tariff setting

· Responsibilities and Functions of the Transport authority 

· Institutional and Capability Building

· Ownership form and structure of the Operator(s)

· Ownership of Assets and Infrastructure, including track, depots and vehicles

· Service quality and monitoring

· Service procurement and tendering

· Implementation and transition issues

· Human and Societal impacts

· Managing and Sustaining Competition over a long time scale to ensure both that there is real competitive bidding, and avoidance of consolidation

Of course, not all factors will have equal importance in each City. Historical factors will almost certainly have to be taken into account, since the goal is to design a framework which can be implemented, which has the needed political support, and which will achieve the strategic and policy objectives. 

2.7 Allocation of initiative

One of the most fundamental issues in the institutional framework is the allocation of initiative among the stakeholders, especially between the Transport Authority and the operator. In simple terms, it is about who really gets to make the decisions for different levels, who plans things, and who controls things. Who decides whether to build, renew or abandon  infrastructure ? Who plans the route network ? Who sets the fares ?

Decisions can be classified in three levels (van de Velde, 1999) : 

Strategic Level : strategic planning is involved in the formulation of general aims and in the determination in broad terms of the means that can be used to attain these 

i.e.  “what do we want to achieve ?”

Tactical level : tactical planning is about making decisions on acquiring means that can help reaching the general aims, and on how to use these means most efficiently 


i.e. what product can help us to achieve these aims ?
Operational Level : make sure the orders are carried out, and that this happens in an efficient way. 


i.e. how do we produce that product ?

The following table summarises the decision types at the different levels : 

	Decision level
	General Description
	Decisions

	
	
	“Software”
	“Hardware”

	Strategic

Long term 

(5 years)
	What do we want to achieve ?
	General Aims
Transport Policy

Market Share

Profitability/Subsidy level

General Service Characteristics
Areas

Target Groups

Intermodality

	Tactical

Medium term

(1-2 years)
	Which services can help to improve these aims ?
	Detailed Service Characteristics
Fares                                   Vehicles

Image                                      Routes

Additional Service                            Timetable 

	Operational

Short term

(1-6 months)
	How to produce these services ?
	Sales

Selling activities

Information to the public
	Production
Infrastructure management

Vehicle rostering and maintenance

Personnel rostering and management


Figure 4.1 : Decision-taking issues at three levels

Source : D. v.d. Velde, Organisational forms and entrepreneurship in public transport (1999)

In the traditional hierarchical model, the Strategic decisions are taken at the political layer, the Tactical decisions at authority layer, and Operational decisions at the operator layer. Also in the traditional hierarchical model, all three layers are directly linked, being different organisational layers of the Municipality. 

In the reformed model, operators of different ownership forms are allowed to participate in the market. These are businesses with their own strategies and capabilities, which make investments, and have the potential to offer alternative solutions. Where they take commercial risks, they expect to have some influence and control on the relevant decisions. The more risk, the more they expect to have the right to take the decisions.

In Chapter 5 the various functions are presented without presuming who designs them and who carries them out. As the decision-taking and the implementation rights and duties are authorised to the different entities, the allocation of initiative takes place. 

This has three main impacts at the institutional and business level : 

· the “balance of power” in the framework is established

· the “balance of risk” in the framework is also established

· the tasks to be carried out by each entity are established, which in turn will determine its organisational shape, required capabilities, and staffing and skill requirements

The selected Institutional Framework needs to be established. While the required actions will vary according to the selected framework , the following elements will be required : 

· The legal basis for the Framework and for the Transport Authority needs to be established. In many cases, this will require changes to the relevant laws. 

· Normally, the needed institutions already exist, but may need to be restructured and aligned. 

· Restructuring usually requires the clear separation of roles between the Transport Authority and the Operators. 

· Appropriate Governance processes need to be established for the Transport Authority to ensure that it is accountable to and directed by the political entity. The two key elements of governance are the downward transmission of policy (while allowing for feedback) and the upward reporting of performance. 

· Cities need to establish explicit financing policy, allocations and mechanisms for the financing of the urban public transport. 

· There will be an explicit contractual arrangement between the City and the Transport Companies. This will require a clear commercial arrangement for the services rendered.  

2.8 Developing a Functional Model for a Passenger Transport Authority

It is important to make a formal examination of the functions of the Passenger Transport Authority. There has been a deep transformation in the urban passenger transport sector, primarily for the bus market, but also for the trams and even rail in some cities. The rules of the game have changed dramatically, the participants are different in form and in nature, and the tasks and competences must evolve. The transport authority plays a key role, whether as director, regulator or ‘gatekeeper’.  

Chapter 5 presents the development of a detailed functional model for transport authorities. Transport authorities are evolving, and they require practical comprehensive models of the tasks they will need to undertake. Transport officials and experts need to learn new approaches to the design and capabilities of their organisations. 

The functional model presented in Chapter 5 has three main applications for practitioners : 

a) As a reference template where transport authorities are being established or restructured, both for the ‘build’ process, and for the allocation of roles within and among entities

b) For mapping information and financial flows, and other relationships

c) To facilitate comparability between transport authorities, and between organisational models

A Functional Model (theme of Chapter 5) identifies the functions and the elements of those functions (i.e. the work to be done). It seeks to create a logical structure, and to identify linkages and commonalties. It can consider the action and information flows. Organisational Models (theme of Chapter 6) consider the actors, their roles and responsibilities, the relationships among them, where lies the right of initiative, and perhaps also financial flows. This can be represented using the Strategic, Tactical and Operational levels. The Functional Model can be considered as a common underlying logical model, onto which different Organisational Models can be mapped. 

A multi-level functional description has been developed, currently structured in three layers : 

1) Primary Functional Area – these are aligned to the core objectives and public accountability. 

2) Second Level : Functions– these contain the main functions needed to achieve the Functional Area, and are at the practical, self-contained level

3) Elements – these open up the detail and options for the functions. 

It is most important to note that this is a generalised model, which provides a functional set. It is unlikely that any Transport Authority will carry out every Function, and some will not even get involved in every Primary Functional Area. Some elements are clearly “either/or”. 

2.9 Primary Functional Areas and Functions

There are 10 Primary Functional Areas as shown in the following table :

	Area
	Primary Functional Area


	Definition
	Ref no
	Functions

	1
	Organisational
	Organise the entity such that it has the structural, personnel and financial capabilities to carry out the assigned tasks, and does so within prevailing laws and accounting principles
	1.1
	Administration

	
	
	
	1.2
	Reporting

	
	
	
	1.3
	Capability

	
	
	
	1.4
	Legal

	2
	Financial
	Secure, allocate and disburse the finances required for all authorised activities of the entity
	2.1
	Budgeting

	
	
	
	2.2
	Sourcing/securing finance

	
	
	
	2.3
	Allocation of funds

	
	
	
	2.4
	Disbursement

	
	
	
	2.5
	Capital expenditure

	3
	Policy
	Develop, adapt and express the transport policy for the area of coverage
	3.1
	Urban Policy and Land Use

	
	
	
	3.2
	Transportation Policy

	
	
	
	3.3
	Urban Public Transport Policy

	
	
	
	3.4
	Coverage / service parameters

	
	
	
	3.5
	Quality Parameters

	4
	Regulatory
	Establish and manage the processes for regulation of the supply of passenger transport in the area of coverage
	4.1
	Develop regulations

	
	
	
	4.2
	Assess applications

	
	
	
	4.3
	Issue licences

	
	
	
	4.4
	Control licenced operations 

	
	
	
	4.5
	Control unlicenced operations

	
	
	
	4.6
	Manage licences

	5
	Planning
	Develop the mobility requirements for the area of coverage, and express this as a transport offer in terms of a network, routes, detailed timetables and/or service parameters for all modes covered by the entity
	5.1
	Information gathering

	
	
	
	5.2
	Quantify mobility needs

	
	
	
	5.3
	High-level network design

	
	
	
	5.4
	Detailed network design

	
	
	
	5.5
	Forecasting

	
	
	
	5.6
	Integration

	6
	Fares
	Establish the framework for the fare system and tariffing levels for the public transport offer
	6.1
	Set/regulate tariff levels

	
	
	
	6.2
	Determine fare structure

	
	
	
	6.3
	Establish fare products

	
	
	
	6.4
	Fares integration

	
	
	
	6.5
	Sales and distribution

	
	
	
	6.6
	Revenue collection

	
	
	
	6.7
	Clearing systems

	
	
	
	6.8
	Revenue protection

	7
	Procurement
	Develop and manage procedures to procure the planned or alternative transport services in accordance with pre-determined objectives
	7.1
	Develop procurement strategy

	
	
	
	7.2
	Develop procurement procedures

	
	
	
	7.3
	Tender documentation

	
	
	
	7.4
	Run tender competitions

	
	
	
	7.5
	Negotiate tender contracts

	
	
	
	7.6
	Negotiate non-tendered contracts

	
	
	
	7.7
	Manage contracts 

	
	
	
	7.8
	Re-bid process

	8
	Intervention
	Plan and implement intervention measures to align the transport offer with the entity's objectives
	8.1
	Stimulate competition

	
	
	
	8.2
	Alter barriers to entry

	
	
	
	8.3
	Adapt contracted services

	
	
	
	8.4
	Monitoring and correction

	
	
	
	8.5
	Support measures

	
	
	
	8.6
	Investment

	
	
	
	8.7
	Restructuring 

	
	
	
	8.8
	Emergency

	9
	Promotional
	Promote the public transport modes in political, image, operational and informational terms
	9.1
	Traveller information

	
	
	
	9.2
	Marketing

	
	
	
	9.3
	Customer-facing services

	
	
	
	9.4
	Operating Environment

	
	
	
	9.5
	Travel demand management

	
	
	
	9.6
	Political positioning

	
	
	
	9.7
	Dissemination

	10
	Political
	Establish and manage interfaces and outreach activities with societal stakeholders
	10.1
	Political lobbying

	
	
	
	10.2
	Political representatives

	
	
	
	10.3
	Outreach to communities

	
	
	
	10.4
	Customer outreach

	
	
	
	10.5
	Employers and businesses


Table 5.1 : Primary Functional Areas and Key Functions for a Transport Authority

Source : Finn and Nelson (2003)

For each function, a set of elements can be defined. These can be considered as tasks to be performed. Some elements are ongoing, others are event specific. Some elements are administrative or regulatory, some are pro-active or promotional, and others are operational. 

The objective is to define the list of all possible elements relevant to the function. Since there exist different regulatory, operational and organisational environments, then there are many instances where only some of the element set would be performed at any individual authority. 

For this Report, three relevant Primary Functional Areas are presented in detail : 

· Regulatory (4) 

· Procurement (7) 

· Intervention (8) 

A full listing for the ten Primary Functional Areas is presented in Annex A.

2.10 Organisational Structure for the Transport Authority

The organisational structure of the Transport Authority will be determined primarily by four main factors : 

· the Institutional Framework (as discussed in Chapter 4)

· the Functions to be carried out ( as discussed in Chapter 5)

· whether the Transport Authority is a unit within the administration or a dedicated entity

· the scale of the City and the volume of work to be undertaken

In addition, the historic context and the existing institutions must be taken into account. 

As a result, it is not possible to recommend a “best” organisational structure. For example, in a small city it is possible that a small team of 2-4 people could handle all of the administration of the urban passenger transport. By contrast, large cities with multiple modes and a complex passenger transport network will typically take responsibility for integration and customer-facing services, as well as for infrastructure development. In these cases, an extensive organisation is required. 

It is also worth noting that the number of functions is not directly related to the number of people or units required. The functions associated with procurement and competitive tendering are complex, but can often be carried out by a small, expert team. For example, the city of Helsinki in Finland uses a core team of just 3 people for all of the procurement functions. By contrast, planning or operational functions can often require much larger teams for tasks such as data collection, operations monitoring and control, or revenue protection.

Realistically, each City will have to develop its own organisational structure based on its specific needs, but it should look for case studies of counterpart cities and adopt the best practice for their situation.

Four examples are provided in Chapter 6 (further relevant examples are provided in the Case Studies of Adelaide, Helsinki, Leeds and Oslo in the Case Studies document) :

a) An organisational structure for the Transport Authority which plans and procures services through competitive tendering and which specifies the customer facing services. This is currently being applied in a Polish city.

b) An example from a Central Asian CIS city of the departments, responsibilities and staffing levels for a Transport Authority

c) The organisational chart for Transport for London (TfL), being a complex entity with responsibility for all transport modes. The organisation chart for the Authority and for the surface Passenger Transport are shown separately 

d) The organisation chart for Nexus, the Transport Authority for Newcastle UK in a deregulated environment, illustrating the Bus operations, contracting and marketing functions

The role of the Transport Authority

This section considers :

· the changing context for the organisation of passenger transport in Cities of the ECA Region

· linkage to the policy and objectives of the City

· regulatory and market options for Cities

· the Role of the Transport Authority 

· the responsibilities of the Transport Authority 

2.11 Context

Urban Passenger Transport in the ECA Region is faced with a deep transformation from the “Planned Economy” within the former Soviet system to a “market economy” which is being adopted by most countries and regions. 

Most noticeably in the past decade, there has been a very clear international trend towards an open market for the provision of urban public transport. Changes have included :

a) Restructuring of the Institutional Frameworks

b) Clear separation of the planning and operational functions

c) Opening of the markets to allow new entrants to offer services

d) Procurement of supported services through market processes

e) Corporatisation of formerly public-sector operating entities – i.e. transformation into entities that are structured as companies with associated corporate, governance and accounting principles

f) Privatisation, joint-ventures and other means of modifying the ownership base of parastatal operators

g) Making public assets available to both public and private sector bidders 

h) Mobilising private investment for public infrastructure and services

The rate of change has been quite different across the ECA Region, and even within countries. Nonetheless, it is happening everywhere. The biggest impact is the emergence of a private sector for the provision of passenger transport services, especially for bus services. 

The Administrations within the Cities are faced with two major challenges. First, there is a set of transport policy issues which must be addressed at the political level :

a) How to best organise the urban passenger transport

b) How to mobilise the private sector to offer and provide urban passenger transport services

c) How to establish fiscal frameworks which will lead to sustainable urban transport services

d) What to do with the current public sector traditional transport operators

e) How to balance the need for fiscal control with the need for citizen mobility, both for economy-vital functions such as travel to work, and socially-vital functions such as travel to school and societal participation

Second, new institutional frameworks, administrative structures, and relationships must be designed for the changing market and business environment. The institutions must be set up or changed, staff must be engaged and trained, and funding mechanisms must be put in place. 

This report is designed to present options and methods that could be used by officials who have responsibility for passenger transport services in countries of the ECA Region. 

2.12 Relationship to Municipal policies

The organisation, specification and regulation of the public transport must reflect the Strategic Objective that relates to the urban passenger transport. These are typically along four main dimensions : 

· Ideological

· Financial/Fiscal

· Urban/Mobility  

· Societal

In practice, all four will be present to varying degrees, and there will be opinion, prioritisation and balance among them – trade-offs and compromises.

Taking these in turn, the aspects would be : 

Ideological :
· Free market, liberalisation or controlled market/monopoly

· Privatisation of public assets

· Concept of public transport as a public service or as a commercial activity

· Source of funding for public services, taxation, user-pays principles

Financial/Fiscal
· Subsidy targets, trends in level of financial support

· Fiscal rectitude, fiscal prudence

· Responsibility for investment in public services

· Criteria for use of public capital 

Urban/Mobility
· Influencing Modal Share, Promotion of Public Transport

· Environmental quality, protection

· Freedom of movement/circulation of traffic, journey times

· Integration of transport services

Societal
· Assurance of personal mobility, mobility for persons with special needs

· Quality of service

· Equality, positive actions

· Worker protection

· Affordability of tariffs 

Some or all of these elements will have a preferred approach, and will have relative prioritisation according to the political, economic and social beliefs of the Political Authority. 

2.13 Developing the Market and Institutional Framework

Cities in the ECA Region face the need for reform, and some have already started the process. Cities must choose the basic market access and regulatory framework, and then develop  appropriate institutional arrangements.

There are three generalised models which have the most relevance to the cities of the ECA Region, and which allow the participation of the private sector  : 

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
These have been reviewed and described in the Reform Options Report. In addition, there is  the model of a negotiated contract with the public sector entity which 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 and more limited competitive tendering to provide a benchmark for performance and potentially to help create the conditions for more extensive tendering.

An assessment of these options gives a very clear preference for citywide Competitive Tendering. However, it is clear that the conditions for an effective competitive tendering approach does not yet exist in many Cities. As a result, it may be necessary for Cities to modify the approach, or to implement it in stages. Also, there may be various historic or local factors which need to be taken into account.   

As has been highlighted in the Reform Options Report, it is likely to be necessary to carry out some level of competitive tendering in all approaches.  For regulated competition, this would be for the entire network, for the free market/light touch model it would be to procure non-commercial services that are necessary but would otherwise not be provided, while with the administrative supply model, it would provide a comparator and help build capability in private sector operators.  As a consequence this Report places particular emphasis on the needs for competitive tendering.

The factors to be considered in designing the overall framework and the supporting institutional layers are discussed in Chapter 4.1.  

2.14 Responsibilities of the Transport Authority

This document presumes that there is a stable environment within which institutional structure and regulatory framework exists, and where the rule of law is sufficient for it to be respected. This is the case in almost all parts of the ECA Region.

Invariably, the authority is vested in the publicly accountable entities, at national, regional or municipal level. In almost all cases of large urban areas, the fundamental authority for the public transport decision-taking is with the municipalities or the collective of municipalities in a combined area. Frequently, the publicly accountable level will vest many strategic, tactical and operational rights within either a department of the municipality or in a dedicated public entity. In turn, some of the functions may be allocated to other agencies or to operators.

Inevitably these processes will be constrained by funding and budget availability, and decisions over funding may be substantially determined at a (generally) higher level of government.

From a review of the wide range of cities, their transportation objectives, their public transport frameworks, and the organisation of the public transport offer, it is clear that there is a common key issue.

This is Accountability to the Public through formal channels on some or all of :

· Quality, range and extentof the planned and delivered transport offer

· Cost to the public purse and value-for-money

· Allocation, access to, or exclusive control of lucrative markets

· The “Travelling Experience” (i.e. comfort, image, public acceptance)

· An assured process to deliver safety and environmental goals

· Contribution to Societal Goals

Thus, the entity in which the authority is vested must assure that there is proper planning, execution and accountability for these factors.

In turn, this requires five interlinked elements : 

a) An institutional and organisational framework

b) Financing mechanisms

c) Regulations to underpin the framework and financing

d) An executive entity (or entities) to carry out the public functions

e) Operational capability (public entity or a market of potential suppliers)

The remainder of this document will focus on the executive entity, and the functions it needs to assure. The executive entity is the means through which the public purpose is served. It takes many forms, including a department within the Municipality, a dedicated public sector body, a sub-committee of the elected representative, or a public sector official. For practical purposes, the remainder of this paper will refer to the entity as a “Transport Authority”, regardless of the form, staffing levels, actual functions etc.

It would be normal that a separate agency or agencies would be responsible for basic safety and vehicle condition regulation and enforcement, employment law issues and competition/monopoly regulation.  These functions are only considered in this Report where this affects the responsibilities of the Transport Authority.

2.15 Requirements for Passenger Transport Services

Generally, it can be considered that there are three primary goals 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

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 may choose to be directly involved in the service provision, or may delegate some or many functions and decisions to agencies or to operators while keeping control of the policy making.

2.16 Institutional Impact of Reforms on Cities

The implications for Cities of the ECA Region can be summarised as : 

· In many new scenarios, the City will need to develop Client – Supplier relationship for the provision of financially supported or regulated public transport services
· The City will need to be able to specify requirements and assure service quality, independently of the operator(s)

· This means that the City administration will need to increase its capabilities in certain areas

· To support this, it will need to develop a robust functional model covering

· Immediate and possible future functional areas

· Immediate and possible future Functions and Tasks

· This will act as a reference framework, allowing for expansion of roles and functions 
· The specific allocation of roles will reflect the Organisational Model of public transport organisation for the specific City

· Explicit funding mechanisms will need to be developed, these need to be stable

· Regulations may need to be developed to underpin the organisation of the transport, the regulation of the services, and the funding mechanisms

3 Institutional Aspects

3.1 Designing the Institutional Framework

In designing the Institutional Framework for public transport for a City, the experts should taken into account national and international experience and the specific requirements of the City. The following factors should be considered : 

· The nature of the Regulatory Framework which will be implemented

· Access to the Market, including avoidance of both overt and unintended discrimination on the basis of form of ownership, country of incorporation, scale or structure

· The Institutional Framework including the relevant actors, responsibilities, and relationship among them

· Convergence with Federal and other relevant Regulations 

· Where lies the right of initiative on the Network, specific Routes, and Service characteristics, and degree of exclusivity conferred on operators

· The degree of planned Service Integration

· Ability to implement Transport policy

· Ability to implement Societal policies

· Support financing of the passenger transport and Pricing/Tariff setting

· Responsibilities and Functions of the Transport authority 

· Institutional and Capability Building

· Ownership form and structure of the Operator(s)

· Ownership of Assets and Infrastructure, including track, depots and vehicles

· Service quality and monitoring

· Service procurement and tendering

· Implementation and transition issues

· Human and Societal impacts

· Managing and Sustaining Competition over a long time scale to ensure both that there is real competitive bidding, and avoidance of consolidation

Of course, not all factors will have equal importance in each City. Historical factors will almost certainly have to be taken into account, since the goal is to design a framework which can be implemented, which has the needed political support, and which will achieve the strategic and policy objectives. 

Where there are a number of viable options, the following criteria are suggested to be used are to select among them : 

· Network effect and mobility of the citizen

· Ability to assure quality of services

· Ability to direct service providers to the transportation objectives

· Expected fiscal impacts

· Ability to bring investment to the sector

· Compliance with Federal and other regulations

· Sustainability of the process, especially continued competition

· Transition issues and ability to implement

· Human and societal impacts

3.2 Allocation of initiative

One of the most fundamental issues in the institutional framework is the allocation of initiative among the stakeholders, especially between the Transport Authority and the operator. 

In simple terms, it is about who really gets to make the decisions for different levels, who plans things, and who controls things. Who decides whether to build, renew or abandon  infrastructure ? Who plans the route network ? Who sets the fares ?

Decisions can be classified in three levels (van de Velde, 1999) : 

Strategic Level : strategic planning is involved in the formulation of general aims and in the determination in broad terms of the means that can be used to attain these 

i.e.  “what do we want to achieve ?”

Tactical level : tactical planning is about making decisions on acquiring means that can help reaching the general aims, and on how to use these means most efficiently 


i.e. what product can help us to achieve these aims ?
Operational Level : make sure the orders are carried out, and that this happens in an efficient way. 


i.e. how do we produce that product ?

The following table summarises the decision types at the different levels : 

	Decision level
	General Description
	Decisions

	
	
	“Software”
	“Hardware”

	Strategic

Long term 

(5 years)
	What do we want to achieve ?
	General Aims
Transport Policy

Market Share

Profitability/Subsidy level

General Service Characteristics
Areas

Target Groups

Intermodality

	Tactical

Medium term

(1-2 years)
	Which services can help to improve these aims ?
	Detailed Service Characteristics
Fares                                   Vehicles

Image                                      Routes

Additional Service                            Timetable 

	Operational

Short term

(1-6 months)
	How to produce these services ?
	Sales

Selling activities

Information to the public
	Production
Infrastructure management

Vehicle rostering and maintenance

Personnel rostering and management


Figure 4.1 : Decision-taking issues at three levels

Source : D. v.d. Velde, Organisational forms and entrepreneurship in public transport (1999)

In the traditional hierarchical model, the Strategic decisions are taken at the political layer, the Tactical decisions at authority layer, and Operational decisions at the operator layer. Also in the traditional hierarchical model, all three layers are directly linked, being different organisational layers of the Municipality. 

In the reformed model, operators of different ownership forms are allowed to participate in the market. These are businesses with their own strategies and capabilities, which make investments, and have the potential to offer alternative solutions. Where they take commercial risks, they expect to have some influence and control on the relevant decisions. The more risk, the more they expect to have the right to take the decisions.

In Chapter 5 the various functions are presented without presuming who designs them and who carries them out. As the decision-taking and the implementation rights and duties are authorised to the different entities, the allocation of initiative takes place. 

This has three main impacts at the institutional and business level : 

· the “balance of power” in the framework is established

· the “balance of risk” in the framework is also established

· the tasks to be carried out by each entity are established, which in turn will determine its organisational shape, required capabilities, and staffing and skill requirements

A global classification  of organisational form in passenger transport can be made based on the allocation between “authority initiative” and “market initiative”, relating to which entity has the legal basis for the initiative (van de Velde, 1999).  Note that this refers to the right of initiative, and that in fact competitive tendering (or other procurement tools) can be used in any of these regimes to contract out some or all of the services.

The organisational forms can be presented in the following tree diagram : 

[image: image1.jpg]












Figure 4.2 : Classification of Organisational Form

Source : D. v.d. Velde, Organisational forms and entrepreneurship in public transport (1999)

3.3 Market Options

There is a wide range of Market Options which can be implemented for the urban passenger transport. 

The access regime of operators to the public transport market can be broadly classified as :

· Authority and operating entity exist within a common administration, with exclusive operation 

· Monopoly public owned company has exclusive right for provision of UPT services

· Common administration or monopoly public company operates primary network, other operators used only for fringe services

· Private companies allowed to compete with public company for franchise/contract to operate specific routes/network segments designed by the authority

· Total network is contracted/franchised out to companies on equal access basis

· Operators propose services, subject to approval by authority

· Operators have freedom on service matters, tariffs set or require approval from authority

· Operators have full commercial freedom, authority supplements for non-commercial routes

· All matters left to the market, without any intervention of the authority

This set of reports clearly recommends options which open the market for the provision of services, while retaining strategic control and some level of tactical control in the Authority.  It is recommended that future possible developments are also considered.  Although at a later date the Institutional arrangements and relationships could be altered, it is a better idea to avoid designing the organisations so that they are capable of functioning in only one scenario.    

3.4 Institutional  and initiative frameworks

The Institutional arrangement will need to reflect the allocation of initiative and the structure of the market. This will identify the actors, their relationship with each other, and the allocation of initiatives and rights at the strategic, tactical and operational level.  Generic examples have been well documented (ISOTOPE, van de Velde) which show the relationships for different market models.  

We can apply this approach to the three options considered for the ECA Region in the Reform Options Report : 

a) Light Touch with minimal regulation

b) Competitive tendering for services across the entire city

c) Retaining part of the network services with the public sector, but with contracting some services to the private sector

The following three tables present the relationships and allocation of initiative for each at the three levels. 

3.4.1 Light Touch with minimum Regulation

In this option the bus (and possibly trolleybus) operators propose routes at their own initiative. The authority will permit these except where it is contrary to the public interest. Service proposals are presumed to be approved, and the case to deny must be well justified. 

In this option, the Transport Authority plays a diminished role compared to the other two options. In extreme cases it may be a sub-unit within the broader transportation department of the Administration, possibly being one or two officers who consider applications. The strategic level is more likely to reside in the urban or transport planning division, and the ‘authority’ could simply be a facilitator and issuer of permits.

It is not practical to allow rail-based services on the same basis, so they remain under a regulated regime, regardless of form of ownership. In practice, they will normally be a publicly owned electric transport company which determines all matters at the Tactical and Operational level, but requiring investment approval from the Administration. 

Table 4.3 presents the variant where there is reimbursement for exempt travel according to agreed rules, but no subsidised routes for the private sector. Any such subsidised routes would be treated as in table 4.4. 

	Actor
	City Council


	City Administration
	Transport Authority
	Transport Companies

	Type
	Political body
	Municipal administration
	Publicly owned agency or unit of Administration
	Privately owned companies

	Relation
	Under democratic control
	Hierarchically controlled by the political body
	Mandate or franchise from Administration 
	Permits to operate from Authority, compensation agreement for exempt travel 

	Mode of Transport
	All
	All
	All
	Bus

Trolleybus 

	Strategic
	Transport Policy

Social Policy
	
	(expert input)
	

	
	(discussion)

(discussion)
	Standards of accessibility

(Social) standards of mobility
	(expert input)

(expert input)
	

	Tactical
	
	
	(discussion)

(discussion)


	Fares

Routes

Timetables

Vehicle type

	Operational
	
	
	
	Vehicle rostering

	
	
	
	
	Personnel rostering

Personnel management

Vehicle maintenance


Table 4.3 :Institutional Framework for Light Touch Regulation

Adaptation of presentation in ISOTOPE Final Report (2000)

3.4.2 Competitive Tendering for services across the entire city

In this option, all services in the city are procured through competitive tendering processes. In fact, it is also applicable where services are procured through negotiated contracts with preferred bidders. The Transport Authority plays the key role in determining the Strategic and Tactical elements, except for the basic Policy which is set at the political level. The Authority is the hub of all relationships. 

Transport companies are treated the same regardless of form of ownership. They have no right to influence the tactical layer, but they can offer variant bids in the tendering process. 

Two main variants on this are feasible : 

a) Where the entire City network is let as a single tender, or where Area Contracts are let.  These will typically begin as shown in Table 4.4 based on the initial service offer, but over the contract life the responsibility for the Tactical level will be assigned to the Transport Companies, subject to the approval of the Authority and compliance of the Strategic Goals.

b) Where incentives for redesign are built in to the contract. In this case the right of initiative  for the Tactical level remains with the Authority, but the Transport Company is encouraged to propose alternatives (e.g. by extra payments for extra passengers, quality improvements) which require the approval of the Authority for implementation.

	Actor
	City Council


	City Administration
	Transport Authority
	Transport Companies
	City transport companies

	Type
	Political body
	Municipal Administration 
	Publicly owned agency
	Privately owned companies
	Publicly or privately owned companies

	Relation
	Under democratic control
	Hierarchically controlled by the political body
	Mandate or franchise from  Administration 
	Contracts with Authority after tendering
	Contracts with Authority after tendering

	Mode of Transport
	All
	All
	All
	Bus

Trolleybus 

Tram 
	Bus

Trolleybus

Tram

	Strategic
	Transport Policy

Social Policy
	
	
	
	

	
	(approval)

(approval)
	(discussion)

(discussion)
	Standards of accessibility

(Social) standards of mobility
	
	

	Tactical
	
	
	Fares

Routes

Timetables

Vehicle type
	(suggestions as bid variants)
	(suggestions as bid variants)

	Operational
	
	
	(discussion)
	Vehicle rostering
	Vehicle rostering

	
	
	
	
	Personnel rostering

Personnel management

Vehicle maintenance
	Personnel rostering

Personnel management

Vehicle maintenance


Table 4.3 :Institutional Framework for Citywide competitive tendering

Adaptation of presentation in ISOTOPE Final Report (2000)

3.4.3 Core Network retained in Public sector, some services contracted

Note that this variant is a transitional one, being a first step towards citywide competitive tendering. This phase allows the operators (public and private) and the transport authority to prepare for the full competitive environment.  Chapters 2.7.1 and 7.11 of the Reform Options Report discuss the proper conditions and use of this variant.

In this variant, the public sector company (or possibly a privatised version of it) is responsible for the core network, while some of the services are offered to private operators through competitive tendering or other mechanism. These services are usually the suburban or peripheral routes, schools and works services, and occasionally supplementary services on busy routes with high peak requirements. 

The Authority has the right of initiative for the Tactical Level. In practice, because of its historic role, the City Transport Company will probably determine much of the Tactical Level for the Core network, and possibly even the Strategic Level. Further, because of its historic role it will consider that this is part of its mission and try to retain this role.  Table 4.5 shows this practical version of this option, where the City Transport Company retains a strong influence.

In these case, the Transport Authority will need to assert its right of initiative. If this option is intended to continue for many years, it is possible for the Authority to enter a contract with the City Transport Company for the Tactical Functions. However, it risks being captured, and facing an asymmetry of information to its disadvantage. If the Authority intends to offer some or all of the Core Network on a competitive basis, then it is essential to remove the City Transport Company from the Strategic and Tactical level so that all can compete equally. 

	Actor
	City Council


	City Administration
	Transport Authority
	Transport Companies
	City transport companies

	Type
	Political body
	Municipal Administration 
	Publicly owned agency
	Privately owned companies
	Publicly or privately owned companies

	Relation
	Under democratic control
	Hierarchically controlled by the political body
	Mandate or franchise from  Administration 
	Contracts with Authority after tendering
	Contracts with Authority after negotiation

	Mode of Transport
	All
	All
	All
	Bus

 
	Bus

Trolleybus

Tram

	Strategic
	Transport Policy

Social Policy
	
	
	
	

	
	(approval)

(approval)
	(discussion)

(discussion)
	Standards of accessibility

(Social) standards of mobility
	
	(suggestions)

	Tactical
	
	
	Fares

Routes

Timetables

Vehicle type
	(suggestions as bid variants)
	Fares

Routs

Timetables

Vehicle type

	Operational
	
	
	
	Vehicle rostering
	Vehicle rostering

	
	
	
	
	Personnel rostering

Personnel management

Vehicle maintenance
	Personnel rostering

Personnel management

Vehicle maintenance


Table 4.3 :Institutional Framework for Public Sector Core Network, some contract work

Adaptation of presentation in ISOTOPE Final Report (2000)

3.5 Establishing the Institutional Framework

The selected Institutional Framework needs to be established. While this will vary according to the selected framework , the following elements will be required : 

Legal :  The legal basis for the Framework needs to be established. In many cases, this will require changes to the relevant laws. This can become quite complicated if there is the additional layer of Federal Law, as in the Russian Federation. A legal due diligence should be carried out, taking care not only of direct transportation matters, but also applicable law in the areas of competition, monopolies, social matters and raising and allocation of funds. 

The legal basis needs to be established for the Transport Authority, setting the basis for at least the issues in the remainder of this section. If new laws are required, it is better that the laws are ‘enabling’ laws. This means that they should set out only the scope of matter, and allow the competent authority (e.g. the Minister, Mayor, City Council) to define the details in regulations. This allows the regulations to change to suit the circumstance, without having to change the basic law. It avoids putting in details that can become quickly dated or irrelevant, and then act against the effective functioning of the framework. However it is important to set out the framework within which such changes can be made, to ensure the basic principles cannot be subverted.

The law and the regulations need to establish the Transport Authority, assign to it the right to carry out the various transportation and planning functions, to award permits, franchises, concessions, etc. to operators,  and to manage the financial matters. It should also set the framework for the Governance of the Authority.

Institutions and organisations : Normally, the needed institutions already exist, but may need to be restructured and aligned. The Tables 4.3 through 4.5 above show the actors and their relationships for the reform options considered in these reports. Basically, there is the political layer which established the policy and to whom the administrations are accountable; the Administration of the Municipality which includes the urban and transportation planning and infrastructure departments; and the Transport Authority which deals with the organisation of the urban passenger transport.  The authority, allocation of roles and relationships among these entities are defined in the legal framework. 

Within the ECA Region, the empowered political entities already exist, as do the administration for the Cities. The restructuring is usually only required for the issues relating to the Transport Authority and the clear separation of roles. This typically requires the separating out of the functions and the competent persons from the existing Municipal Administration into an entity which is empowered to organise the urban passenger transport. In many Russian cities, for example, Transport Committees already exist which can provide the basis for the Transport Authority in a reform scenario.

However, it is not sufficient to simply give the Transport Committee some new instructions. A total reform is needed which will involve the transformation of the previous arrangements into a policy-driven and accountable body, which has clear reporting arrangements to the policy makers, and the organisational capability to carry out the transportation functions. Chapters 5 and 6 of this report focus on these issues. 

Governance : Governance is the formal process through which the Transport Authority is accountable to and directed by the political entity. The Governance process will vary depending on a number of factors, especially on the degree of separation between the Transport Authority and the Municipality, and whether the Transport Authority reports directly to the political entity, is a unit within the Municipality, or is an agency subordinate to the administration. 

The governance arrangements need to be clear and transparent. There needs to be a direct accountability to the political layer, although this can be through a representative board rather than directly to the Council. The most important thing is that the layers of the administration do not disconnect the Transport Authority from policy and accountability.

The two key elements of governance are the downward transmission of policy (while allowing for feedback) and the upward reporting of performance. The policy needs to be coherent and capable of implementation within the available finances. It needs to provide the framework to create and implement clear objectives and tangible targets, and give the Transport Authority the powers necessary to achieve these within the regulatory framework.
The reporting relationship is of very high importance to the effective governance of the activities of the Transport Authority. The political layer needs feedback on the impacts of its policies, and a clear appraisal of the effectiveness of the Transport Authority and of the service providers it has contracted or given permits to operate. 

Financing : Cities need to establish explicit financing policy, allocations and mechanisms for the financing of the urban public transport. This must have the following characteristics : 

· Sound and stable basis for the urban transport budget, to ensure that the transport supply is not subject to fluctuations

· An explicit relationship between the funding and the City’s transport policy

· An explicit calculation of the funding, and allocation by purpose

· A coherent framework which recognises the relationships among the planned transport offer, the tariff levels, the efficiencies within the system, and the subvention levels

· A comprehensive framework which covers all forms of expenditure on public transport, including capital and operating funds, as well as the financing of the Transport Authority

· An explicit mechanism for funding of the Transport Authority itself

In the re-structured organisation of the public transport, there initially is likely to be an explicit contractual arrangement between the City and the Transport Companies. This will require a clear commercial arrangement for the services rendered.  The transport supply will be increasingly open to other operators, and all operators must be compensated under comparable arrangements.

Currently, there is not any long-range profiling of the public transport funding in most parts of the ECA Region. As the organisational model shifts to a contractual arrangement with commercial entities, this can cause serious insecurity for the operators and a major barrier to participation. The City will need to enter into multi-year contracts in which they accept payment obligations. The funding basis (and if necessary, the legal basis) for these must be secured. 

The funding framework for public transport must be based on a much longer timeframe than at present. This must be at least equal to the duration of the contracts undertaken by the Transport Authority. There should be a multi-year (normally 5 years) rolling framework which includes investment needs, within which there should be a detailed shorter term (say 3 years) budget. This is absolutely essential to allow the Transport Authority to enter into contracts for the total network of the services. 

Cities should approve a Public Service Obligation (PSO) framework which reflects the societal and fiscal objectives of the City, as well as any obligations under Federal regulations. This should be described in a sufficient way to direct and authorise the Transport Authority in the calculation of funding requirements. The funding framework should explicitly connect the PSO support costs of the public transport, the investment decisions, the tariff-setting, and the granting of concessionary fares. 

Ideally, a Resolution of the City Council should require that a balanced budget must be produced, and should require that the fiscal implications of the tariff levels, concessionary fares, and transport service levels are fully calculated, taking into account funds from the Federal level where applicable. The Resolution should require that all public funds allocated to passenger transport services (other than special investment projects) are to be disbursed through the Transport Authority, on the basis of PSO-based service contracts for the provision of the transport services. 

The procedures for tariff-setting should be formalised by Resolution. It is a fundamental factor in the level of subvention requirements, or in what service can be achieved for a given tariff and given subvention. Also, predictability and transparency about tariffs is important for investor and operator confidence. 

In the transition period for reform, as the public sector transport companies become decoupled from the City, the sense of obligation to meet the passenger transport deficit will be eroded. There is a very serious risk that political decision-takers may choose to avoid realistic tariffs, but at the same time treat the subvention to public transport as an undesirable expense. This would lead to a disastrous undermining of the fiscal base for the public transport. Without an obligation on the Authority to meet contractual obligations (both financial and regulatory), the private sector will be unlikely to participate in service provision if it involves any medium term financial commitments or risk.

3.6 Example of Governance and Reporting of Authority Performance : Newcastle, UK

This example shows how a Transport Authority is required :

· to set clear goals which are aligned to a higher-level policy 

· to disaggregate the goals into achievable objectives over a 5-year period

· to then report performance against the goals each year in a public document. 

In this way, the Authority is accountable both to the political process and to the general public for their plans and their achievements.

Tyne and Wear Passenger Transport Authority (TWPTA) is the political body with responsibility for passenger transport in the area which includes the cities of Newcastle and Sunderland, being a total of five district councils. Each district council nominates a set number of members to the TWPTA, being 15 in total. Nexus is the Passenger Transport Executive for the Tyne and Wear area. As in most of England, bus services are regulated with the private sector deciding what to provide on a commercial basis. TWPTA then contracts bus services according to social need. It also operates the Metro (underground system) and contracts local rail services. 

Since 1999, TWPTA are required to produce a Best Value Performance Plan. This plan covers a 5-year period, and is reviewed each year. “Best Value” combines a number of criteria including contribution to goals, cost, performance and quality. It has a double process of setting and tracking performance, and of critically reviewing the cost and social effectiveness of the activities.  The framework requires TWPTA to :

· Establish clear organisational objectives and service priorities

· Establish clearly defined and measurable performance indicators and targets in order to measure performance against objectives to secure continuous improvement

· Integrate budget monitoring and financial planning with Best Value and other processes for establishing objectives, performance indicators and targets

· Provide for robust auditable systems and processes

· Report performance and engage stakeholders in the process

The Plan has established five key areas of Strategic Objectives : 

· Accessibility

· Integration 

· Economy

· Safety

· Environment 

For each area the aims are defined. Key performance indicators and specific targets are set for each relevant service type. Some targets require continuous improvement over the Plan life, others are event-driven. For example, in the Area of Economy, some of the indicators are :

· Provide and secure public transport services that are reliable and punctual

· Stabilise the decline in  public transport use and, by 2005, increase total public transport patronage by 2%

· Increase public transport market share of commuting journeys within Tyne and Wear from 20% (in 1999) to 25% by 2005

· Open the extension of Metro to Sunderland and South Hylton, commencing the passenger operation by January 2002

· Implement Quality Partnership schemes on a number of key corridors with the aim of reducing peak hour bus journey times along each corridor by at least 10% by 2005

· Renegotiate the rail franchise for the supported heavy rail services between Newcastle and Sunderland by February 2003

Each year, TWPTA reports actual performance against targets for each service type, showing the values also for previous years. Achievements during the year are presented, and a best effort is made to explain the factors which may have influenced the outcome, especially if the target has not been reached. For all key targets, performance is benchmarked against other UK transport authorities.

Source : Best Value Performance Plan 2001-2, Tyne and Wear Passenger Transport Authority

3.7 Detailed Case Studies and examples

In the Case Studies document, four case studies are particularly relevant to this topic  : 

· Oslo, Norway

Negotiated contracts

· Adelaide, Australia
Area contracts through competitive tendering

· Leeds, UK

Deregulated market, competitive tendering for some services

· Helsinki, Finland
Route contracts through competitive tendering

These case studies are also examined in the Administrative Procedures Report, where further information is given on the implementation aspects. 

Functions of the Transport Authority

3.8 Purpose of a Functional Model for a Transport Authority

It is important to make a formal examination of the functions of the Transport Authority. There has been a deep transformation in the urban passenger transport sector, primarily for the bus market, but also for the trams and even rail in some cities. The rules of the game have changed dramatically, the participants are different in form and in nature, and the tasks and competences must evolve. The transport authority plays a key role, whether as director, regulator or ‘gatekeeper’.  

This section presents the development of a detailed functional model for transport authorities. Transport authorities are evolving, and they require practical comprehensive models of the tasks they will need to undertake. Transport officials and experts need to learn new approaches to the design and capabilities of their organisations. 

Associated with the functions of the transport authority are the organisational models. These describe the different entities involved in the public transport supply, the allocation of authority and responsibilities, and the relationships among the parties. The functional model takes account of the various organisational models, but does not seek to recommend one model over another. Selection of the organisational model is a policy decision.

The functional model presented here has three main applications for practitioners : 

a) As a reference template where transport authorities are being established or restructured, both for the ‘build’ process, and for the allocation of roles within and among entities

b) For mapping information and financial flows, and other relationships

c) To facilitate comparability between transport authorities, and between organisational models

3.9 Allocation of Functions and Organisational Models

Before examining the functions themselves, it is necessary to make a point of clarification. 

Functions can be considered as tasks. A functional model identifies the functions and the elements of those functions (i.e. the work to be done). It seeks to create a logical structure, and to identify linkages and commonalties. It can consider the action and information flows. 

The functional model does not try to identify who should actually do the work. It does not define the allocation or sharing of responsibility; and it does not cluster functions according to the actors. This is the task of Organisational Models, which is discussed in Chapter 6.

Organisational Models consider the actors, their roles and responsibilities, the relationships among them, where lies the right of initiative, and perhaps also financial flows. This can be represented using the Strategic, Tactical and Operational level.   

The Functional Model can be considered as a common underlying logical model, onto which different Organisational Models can be mapped. Such a mapping would depict the differences between the Organisational Models in terms of allocation/clustering of functions. 

3.10 Functional Areas of the Transport Authority

Within current research (8), a multi-level functional description has been developed, currently structured in three layers : 

4) Primary Functional Area – these are aligned to the core objectives and public accountability. 

5) Second Level : Functions– these contain the main functions needed to achieve the Functional Area, and are at the practical, self-contained level

6) Elements – these open up the detail and options for the functions. At present, they are just in list form. It is quite probable that these can in turn form Third-Level function for the specific application

It is most important to note that this is a generalised model, which provides a functional set. It is unlikely that any Transport Authority will carry out every Function, and some will not even get involved in every Primary Functional Area. Indeed in a deregulated environment the authority will be involved in few areas, whereas with competitive tendering the authority will require extensive involvement.  Some elements are clearly “either/or”. The research leading to this model has investigated the transport authorities of some 20 cities of diverse location, culture, market types, modal share, and historic development of public transport. 

This analysis identifies a number of similar tasks under more than one Functional Area.  This ensures the difference in their performance is properly understood, and also to facilitate the allocated among entities. For example, “monitoring services” will feature as both Procurement and Intervention functions. Note that at this stage no attempt is made to map the functions to an organisational model which would cluster the functions a particular city needs to perform.

3.11 Primary Functional Areas and Functions

There are 10 Primary Functional Areas as shown in the following table :

	Area
	Primary Functional Area


	Definition
	Ref no
	Functions

	1
	Organisational
	Organise the entity such that it has the structural, personnel and financial capabilities to carry out the assigned tasks, and does so within prevailing laws and accounting principles
	1.1
	Administration

	
	
	
	1.2
	Reporting

	
	
	
	1.3
	Capability

	
	
	
	1.4
	Legal

	2
	Financial
	Secure, allocate and disburse the finances required for all authorised activities of the entity
	2.1
	Budgeting

	
	
	
	2.2
	Sourcing/securing finance

	
	
	
	2.3
	Allocation of funds

	
	
	
	2.4
	Disbursement

	
	
	
	2.5
	Capital expenditure

	3
	Policy
	Develop, adapt and express the transport policy for the area of coverage
	3.1
	Urban Policy and Land Use

	
	
	
	3.2
	Transportation Policy

	
	
	
	3.3
	Urban Public Transport Policy

	
	
	
	3.4
	Coverage / service parameters

	
	
	
	3.5
	Quality Parameters

	4
	Regulatory
	Establish and manage the processes for regulation of the supply of passenger transport in the area of coverage
	4.1
	Develop regulations

	
	
	
	4.2
	Assess applications

	
	
	
	4.3
	Issue licences

	
	
	
	4.4
	Control licenced operations 

	
	
	
	4.5
	Control unlicenced operations

	
	
	
	4.6
	Manage licences

	5
	Planning
	Develop the mobility requirements for the area of coverage, and express this as a transport offer in terms of a network, routes, detailed timetables and/or service parameters for all modes covered by the entity
	5.1
	Information gathering

	
	
	
	5.2
	Quantify mobility needs

	
	
	
	5.3
	High-level network design

	
	
	
	5.4
	Detailed network design

	
	
	
	5.5
	Forecasting

	
	
	
	5.6
	Integration

	6
	Fares
	Establish the framework for the fare system and tariffing levels for the public transport offer
	6.1
	Set/regulate tariff levels

	
	
	
	6.2
	Determine fare structure

	
	
	
	6.3
	Establish fare products

	
	
	
	6.4
	Fares integration

	
	
	
	6.5
	Sales and distribution

	
	
	
	6.6
	Revenue collection

	
	
	
	6.7
	Clearing systems

	
	
	
	6.8
	Revenue protection

	7
	Procurement
	Develop and manage procedures to procure the planned or alternative transport services in accordance with pre-determined objectives
	7.1
	Develop procurement strategy

	
	
	
	7.2
	Develop procurement procedures

	
	
	
	7.3
	Tender documentation

	
	
	
	7.4
	Run tender competitions

	
	
	
	7.5
	Negotiate tender contracts

	
	
	
	7.6
	Negotiate non-tendered contracts

	
	
	
	7.7
	Manage contracts 

	
	
	
	7.8
	Re-bid process

	8
	Intervention
	Plan and implement intervention measures to align the transport offer with the entity's objectives
	8.1
	Stimulate competition

	
	
	
	8.2
	Alter barriers to entry

	
	
	
	8.3
	Adapt contracted services

	
	
	
	8.4
	Monitoring and correction

	
	
	
	8.5
	Support measures

	
	
	
	8.6
	Investment

	
	
	
	8.7
	Restructuring 

	
	
	
	8.8
	Emergency

	9
	Promotional
	Promote the public transport modes in political, image, operational and informational terms
	9.1
	Traveller information

	
	
	
	9.2
	Marketing

	
	
	
	9.3
	Customer-facing services

	
	
	
	9.4
	Operating Environment

	
	
	
	9.5
	Travel demand management

	
	
	
	9.6
	Political positioning

	
	
	
	9.7
	Dissemination

	10
	Political
	Establish and manage interfaces and outreach activities with societal stakeholders
	10.1
	Political lobbying

	
	
	
	10.2
	Political representatives

	
	
	
	10.3
	Outreach to communities

	
	
	
	10.4
	Customer outreach

	
	
	
	10.5
	Employers and businesses


Table 5.1 : Primary Functional Areas and Key Functions for a Transport Authority

Source : Finn and Nelson (2003)

3.12 Functions and their Elements 

For each function, a set of elements can be defined. These can be considered as tasks to be performed. Some elements are ongoing, others are event specific. Some elements are administrative or regulatory, some are pro-active or promotional, and others are operational. 

The objective is to define the list of all possible elements relevant to the function. Since there exist different regulatory, operational and organisational environments, then there are many instances where only some of the element set would be performed at any individual authority. 

For the purposes of this Report, three relevant Primary Functional Areas are presented in detail : 

· Regulatory

· Procurement

· Intervention

A full listing for the ten Primary Functional Areas is presented in Annex A.

3.13 Primary Functional Area 4 : Regulatory 

The Regulatory Functional Area is to establish and manage any processes for regulation of the supply of passenger transport in the area of coverage. Some regulation will be needed in all environments, with even in a deregulated environment elements of regulation necessary.  It has six Functions with associated elements as follows : 

	Ref.
	Sub-function
	Elements



	4.1
	Develop regulations
	Regulate entry to the industry

Regulate entry to the market

Determine freedoms and restrictions for operators

Determine reporting requirements for operators

Criteria for on-road competition

Publish procedures and provide information

	4.2
	Assess applications
	Establish applications procedures

Assessment of specific applications

Assess impact on existing services

Notification and appeals procedure

	4.3
	Issue licences
	Issue formal licence

Determine conditions for specific licence

Maintain register of licences

	4.4
	Control licenced operations 
	Monitor operations of services

Establish and maintain channel for complaints

Notifications and warnings

Corrective actions and termination of licences

	4.5
	Control unlicenced operations
	Monitor activities

Establish and maintain channel for complaints

Notifications and warnings

Corrective actions and termination of licences (on other routes)

	4.6
	Manage licences
	Renew licences

Modify licence terms and/or conditions

Terminate licences before planned end-point


Table 5.2 : Sub-functions and elements for ‘Regulatory’ Function

Examining the 6 functions in turn : 

4.1 : Develop regulations : This function is very close to policy setting, and the main decision-taking is actually often  retained at the political layer.  The role of the transport authority might be to prepare the formal procedures and some of the details. 

4.2 : Assess applications :  This is relevant where operators can submit requests for permits to operate services. Normally this would only occur where the services are without subvention, but could occur where there is reimbursement for exempt or reduced fare travellers (e.g. carrying schoolchildren). However, it could also be used to consider innovative services which are outside the normal network.

4.3/4.6 : Issue/ manage Licences :   This is a fairly standard function, and can occur even where there is public sector operation or where there is competitive tendering, since the underlying law may require a specific permit to operate services or a specific route. 

4.4 / 4.5 : Control licenced / unlicenced operations : This function is essential to the management of the passenger transport. While the control of licenced operations would normally be with the transport authority, the control of unlicenced operations could also be vested in the police or another agency. However, if it is not in the direct line of the transport authority there is a risk that the control will be irregular, used for other purposes, or even corrupted.

3.14 Primary Functional Area 7 : Procurement 

The Procurement Functional Area is to develop and manage procedures to procure the planned or alternative transport services in accordance with pre-determined objectives. As has been noted, some element of service procurement is likely to be needed in all organisational models.  It has eight Functions with associated elements as follows : 

	Ref.
	Sub-function
	Elements



	7.1
	Develop procurement strategy
	Establish core philosophy of procurement

Determine unit(s) of services to be offered

Determine phasing and cycles of procurement

Establish market participation mechanism

Establish procurement rules and probity checks

Identify targets for special role (e.g. SME's, new entrants)

	7.2
	Develop procurement procedures
	Establish competition rules and procedures

Turn goals and objectives into selection criteria

Determine knowledge available to participants

Establish and implement pre-qualification processes

	7.3
	Tender documentation
	Prepare detailed service specifications

Specify quality and vehicle requirements

Document the process to prepare and submit bid

Document the selection process and evaluation criteria

Prepare supporting business information for bidders

Prepare sample contract for the procured services

Prepare documentation packs for interested bidders

	7.4
	Run tender competitions
	Establish procurement cycle and service units for each competition

Publish existence of competition and notify interested parties

Distribute tender documentation and information updates

Run information days and provide helpdesk

Examine bids for conformity, technical criteria

Rank conforming bids according to selection criteria

Notify winning bidder and losers

Document and publish results to comply with applicable law

	7.5
	Negotiate tender contracts
	Determine areas for negotiation and inform preferred bidder(s)

Negotiate service, vehicle and quality dimensions

Negotiate and finalise financial dimensions

Sign and notarise contracts

	7.6
	Negotiate 

non-tendered contracts
	Determine, document scope of negotiated services

Determine, document input, output, quality and payment aspects

Determine, document measurement and payment variation factors

Determine preferred operator(s) 

Negotiate and sign contract

	7.7
	Manage contracts
	Establish and maintain contract documentation and administration

Establish and operate monitoring procedures

Review operational and quality performance

Apply penalty/bonus payments and procedures

Assure that contract responsibilities on both sides are respected

Assure that all information requirements are respected

	7.8
	Re-bid process
	Identify contracts, franchises and licences due for re-bid

Assess performance of incumbent operator 

Decide whether to roll-over/extend contracts, franchises, licences

Renegotiate terms of extended contracts, franchises, licences

For non-rollover, determine changes to service/quality specification

Estimate changes to revenue, costs, financial support

Decide whether incumbent is excluded from re-bid


Table 5.3 : Sub-functions and elements for ‘Procurement’ Function

Source : Finn and Nelson (2003)

This Functional Area relates to transport authorities who enter into contractual arrangements with the service providers, and especially those who have a formal procurement procedure. This is the approach recommended through this document set. The means of implementation are documented in detail in the Administrative Procedures Report. 

While there obviously needs to be a policy context, there are very few direct decision-taking functions here, so virtually all of Functional Area 7 is naturally within the domain of the transport authority. A transport authority would normally carry out the tasks themselves, although they could also either assign the implementation to a specialist agency, or engage external support (consultant, research institute) to assist them in the task. 

Typically, the functions 7.1 - Develop Procurement Strategy and 7.2 - Develop Procurement Procedures are occasional functions which set the framework within which functions 7.3 through 7.7 take place. 

Functions 7.3 through 7.6 cover the procurement process and usually are periodic, with services being offered in blocks once or twice a year. (very large cities such as London are an exception with very frequent offers). However, if Area Contracts are offered, this is typically done on a citywide basis, so the procurement process might only happen once every 5-7 years. 

If the procedures and selection criteria have been very strongly defined, these might require mostly administrative skills. However, the greater the flexibility in the operator bids or the selection criteria, the more skills and management effort will be needed for these functions.

Function 7.7 – Manage Contracts – is an ongoing function which requires a stable administrative support. However, it also requires good quality analytical and managerial support to ensure that effectiveness and efficiency are assured, and interventions taken in a timely manner. 

Function 7.8 is very context dependent. Although the individual tasks are unlikely to vary much, the effort and skills required to support them can vary enormously. This depends on the contract conditions, the performance of current operators, and the competitive environment. 

Functions 7.3 and 7.8 both depend on high levels of skill and knowledge in reviewing and establishing route specifications.

3.15 Primary Functional Area 8 : Intervention 

The Intervention Functional Area is to plan and implement intervention measures to align the transport offer with the entity's objectives. There is very significant interaction between Intervention functions and those needed for Planning and Procurement.  It has eight Functions with associated elements as follows : 

	Ref.
	Sub-function
	Elements



	8.1
	Stimulate competition
	Provide information on routes, revenues, costs to all bidders

Discuss concerns with losing bidders and potential new entrants

Simplify bidding processes

Make processes transparent and build confidence

Assure that risks are properly distributed, and proportionate

Assure that incumbents and parastatals do not have unfair advantage

Make key assets (tracks, vehicles, depots) available to bidders

Vary unit size of contracts to encourage small and new entrants

Help establish credit lines for new entrants in developing economies

Assist small operators, owner-drivers to form organisational units

Reserve certain contracts for small or new entrants

Stipulate a minimum portion of the work to be sub-contracted

Bundling of profitable and non-profitable services

Allow bidder freedom, and positively assess innovation

Take strong action on monopolist/anti-competitive behaviour

	8.2
	Alter barriers to entry
	Modify vehicle and driver licencing, certification requirements

Modify vehicle technical, quality and age requirements

Modify bond and assurance requirements

Modify operator competence and prior experience requirements

Release business, patronage and travel pattern data

Assist in skill development, make specialist resources available 

	8.3
	Adapt contracted services
	Identify changes in travel demand and specify new service need

Determine changes required in quality and operational parameters

Assess changes requested by operators

Notify operator (within permitted changes in contract)

Request and negotiate changes outside original contract scope

	8.4
	Monitoring and correction
	Monitor operational, quality and reporting parameters

Review performance with operator

Notify operator of required improvements or corrective action

Implement penalties, warning measures, etc.

Escalate defaults and carry through to termination, where required

Contract supplement services, encash bonds, launch re-bid

	8.5
	Support measures
	Assist development of higher-order skills within the operator base

Training of core staff – drivers, maintenance

Make available skilled, expert personnel

Make available specialist facilities and equipment

	8.6
	Investment
	Tracks, guideways, tunnels, operational infrastructure

Vehicles and other mobile assets

Depots, terminals and support infrastructure

Operations support systems (bus priority, AVM/VSCS)

Customer facing services (ticketing, traveller information)

	8.7
	Restructuring 
	Restructure (portion of) the network

Alter basic procurement units (route, area)

Change authority/operator balance of initiative for service design 

Restructure the operator, supply-side industry

Intervene in the modal balance

	8.8
	Emergency
	Emergency and contingency planning

Relations with other agencies

Withdrawal of service by contracted operator

Intervene as operator of last resort where competition fails

Unavailability of key infrastructure

Natural disaster and severe weather

Financial crisis

Civil and other unrest


Table 5.4 : Sub-functions and elements for ‘Intervention’ Function

Source : Finn and Nelson (2003)

This Functional Area is highly context-dependent, although all of the functions are naturally within the domain of a transport authority. 

8.1 : Stimulate Competition :  This is relevant to all scenarios where competition is permitted – on-the-road or off-the-road – but is most relevant where there is competitive tendering, since weak competition will inevitably lead to a poor deal for the authority. The options available for this function are discussed in more detail in the Administrative Procedures Report, and the Case Studies and Annexes of that report show some practical experiences.  

8.2 : Alter barriers to entry : This function is particularly relevant when the regulatory and/or competitive framework is being reformed. It can often be the mechanism to bring the informal sector into the formal transport offer. It will usually be necessary to work closely with other authorities and agencies when altering many of the barriers to entry. This function can also be used as an intervention mechanism either to allow new entrants to increase competition or innovation; or to force out low-grade providers if there are safety or quality problems. However, care must be taken that this is not used as a means of protecting incumbent operators, or favouring a specific sector.

8.3 : Adapt contracted service :  This function is fundamental to the match of the transport offer to the citizen needs. It is relevant to almost all scenarios. Where the service has been specified by the authority, then it needs to be closely linked to Functional Area 5, Planning. In some scenarios (e.g. Area contracts) this function is assigned to the operator, usually with conditions such as Minimum Service Levels. Nonetheless, the authority will need to at least monitor that these are being observed and intervene if necessary. Care must be taken in contract and incentive design  to avoid situations where the operator has neither an incentive nor an obligation to match the service to the actual needs. 

8.4 : Monitoring and correction :  This function is relevant to all contracted or franchised services, and is linked to functions 7.5, 7.7 and 8.3. The monitoring may be assigned to another agency, but the intervention should be retained by the authority.

8.5 : Support Measures :  This function is relevant to scenarios of reform both of the market framework and of the service quality. The authority can take the initiative to raise the capabilities of service providers so that they can participate well in either competitive processes or in new means of organising the transport. The implementation of the tasks can be assigned to either operator associations or training institutes.

8.6 : Investment : This function is relevant to all scenarios. This is linked to Functional Areas 2 and 3, and will usually require collaboration with other agencies of the City for the infrastructure investments. The allocation of decision-taking for operational systems between the authority and the operators will usually linked to the market regime, and is linked to Functional Areas 5, 6 and 7.

8.7 : Restructuring :  This function is relevant to all scenarios where there is a regular transport supply. It refers to substantial alterations of some part of the framework (unlike function 8.3 which deals with service changes). Normally it is the domain of the transport authority, unless it has been assigned to the supplier under a Citywide franchise. It is linked to Functional Areas 3 and 7.  

8.8 : Emergency :  This function is relevant to all scenarios, and is naturally the domain of the transport authority. Withdrawal of service by an operator is an authority-specific task. All other tasks will require collaboration with other agencies, and should be supported by ongoing emergency/contingency planning and readiness tests.

3.16 Using the Functional Model

The Functional Model is designed as a template to give a logical structure to the tasks of the Transport Authority. It also functions as a “checklist” for experts and officials who have the responsibility to design or adapt a Transport Authority.

It is strongly recommended that an iterative process is used for the three key layers of : 

· Policy setting

· Functional modelling

· Organisational modelling

A first cut can be made as follows : 

a) review the desired policies relevant to transport for the City – and the adjoining area or Oblast if relevant. Ideally, these should be clear in their objectives. If not, then carry out an exercise, including stakeholder consultations, to set out the transport-related objectives 

b) Consider the Functional Areas and Functions in turn. Identify which will be required for the City. Take into account the possible changes over the next planning timeframe – at least 5 years. 

It is important at this stage to consider only whether the functions are to be done and the detail of their performance. It is also important to find a balance between the historic/legacy situation and the future needs. 

c) A first approximation is then done for the Organisational Model by considering the allocation of responsibility for each Function among different possible entities, most especially between the Authority, the operators, and any other public or regulatory agencies.  

This offers an opportunity to examine the possibilities to concentrate the various planning and regulatory functions into a single Transport Authority. In parallel, it may be possible to outsource many of the labour intensive tasks to dedicated entities, so that only the key decision-taking and direction roles remain in the transport authority.  

Also at this stage, it should be considered what initiative levels are allowed to the operators. For example, can they propose new services or service changes ? Can they set the timetables ? What freedoms will they be allowed and how are these regulated ?

d) At the end of the first iteration, an assessment should be made of whether the outline framework is likely to achieve the policies in a stable and cost effective way. An assessment should also be made of whether the institutional aspects are feasible in terms of legal powers, capability building, financing and organisation. 

e) In the second iteration, the robust Functional Model for the City is developed and detailed. This can be done more safely because the means to implement it have already been considered. 

f) On the second iteration, each function and task can be specified. At this level, the linkages between tasks and the information flows can also be identified. The task can be allocated to the Authority, operators or a third agency.

g) Either when the second iteration is complete, or as a parallel/lag activity, the tasks can be clustered to form the Organisational Model, and for the internal organisation chart and job descriptions for the Transport Authority. 

4 Organisational Structure of the Transport Authority 

The organisational structure of the Transport Authority will be determined primarily by four main factors : 

· the Institutional Framework (as discussed in Chapter 4)

· the Functions to be carried out ( as discussed in Chapter 5)

· whether the Transport Authority is a unit within the administration or a dedicated entity

· the scale of the City and the volume of work to be undertaken

In addition, the historic context and the existing institutions must be taken into account. 

4.1 Designing the Organisational Structure

As a result, it is not possible to recommend a “best” organisational structure. For example, in a small city it is possible that a small team of 2-4 people could handle all of the administration of the urban passenger transport. By contrast, large cities with multiple modes and a complex passenger transport network will typically take responsibility for integration and customer-facing services, as well as for infrastructure development. In these cases, an extensive organisation is required. 

It is also worth noting that the number of functions is not directly related to the number of people or units required. The functions associated with procurement and competitive tendering are complex, but can often be carried out by a small, expert team. For example, the city of Helsinki in Finland uses a core team of just 3 people for all of the procurement functions. By contrast, planning or operational functions can often require much larger teams for tasks such as data collection, operations monitoring and control, or revenue protection.

Realistically, each City will have to develop its own organisational structure based on its specific needs, but it should look for case studies of counterpart cities and adopt the best practice for their situation.

In this section, four examples are provided (further relevant examples are provided in the Case Studies of Adelaide, Helsinki, Leeds and Oslo in the Case Studies document) :

a) An organisational structure for the Transport Authority which plans and procures services through competitive tendering and which specifies the customer facing services. This is currently being applied in a Polish city.

b) An example from a Central Asian CIS city of the departments, responsibilities and staffing levels for a Transport Authority

c) The organisational chart for Transport for London (TfL), being a complex entity with responsibility for all transport modes. The organisation chart for the Authority and for the surface Passenger Transport are shown separately 

d) The organisation chart for Nexus, the Transport Authority for Newcastle UK in a deregulated environment, illustrating the Bus operations, contracting and marketing functions

4.2 Example : Organisational Structure for Transport Authority 

Figure 6.1 gives an example of the new structure of a Transport Authority for a medium sized city (500,000 people) in Poland which has bus and tram services, and is currently undergoing reform of the market and transformation of the entities. This is a suitable model for many of the cities in the Russian Federation, and for at least some of the countries of ECA region. 

In this structure, the “Purchaser” role is absolutely in the domain of the Transport Authority. All of the tasks shaded in blue could be done by a well-trained staff of 10 persons or less. The “Planning” and “Customer Services” shown in pink are under the line control of the Transport Authority but the implementation will be assigned to a “Special Services Business Unit”. This could either be a budget unit of the Administration, or the tasks could be contracted out with clear specifications, performance targets and payment mechanisms.
















Figure 6.1 : Organisation chart for Transport Authority with Competitive Tendering

Examples : Departmental structure, tasks and staffing levels

This example is taken from the planned implementation of a Passenger Transport Agency (PTA) for a medium-sized city in a Central Asian CIS which operates bus and trolleybus services. The institutional framework and organisational structures are being reformed to allow the development of a more open and coherent market for bus services, based on competitive tendering. As in many cities throughout the CIS, there is an emerging private and informal sector which is only partially integrated into the transport supply, and a deteriorated public sector bus and trolleybus service provider for the core network.

Table 6.1 shows the proposed departments of the PTA, along with the foreseen tasks and the associated staffing levels.

	Department
	Staff
	Tasks and activities

	Director
	4
	· Establish policy under direction of Board

· Develop and manage the Implementation Plan

· Control overall budget for PTA activities

· Manage interaction with key stakeholders and other agencies

· Manage PTA staff and facilities

· Accounting and legal tasks

	Strategic
	3-4
	· Review and propose amendments to the City Transport Strategy

· Analyse the cost structure of the transport operators

· Assess the impacts of different tariff levels on sustainability of transport operator and on affordability of travel

· Assess the impacts of different privilege travel options and the funding required 

· Assist the Kenesh and City Administration in decision-taking on financial issues relating to urban passenger transport

· Identify potential and develop strategies for market growth

· Develop pricing and tariffing structure

· Develop fare products and marketing strategies

· Develop specifications for the information and ticketing systems, and select technologies

· Define service, comfort and cleanliness quality standards

· Promote the network and manage public relations

	Planning
	2-4
	· Collect relevant data on travel demand market

· Identify urban passenger transport requirements

· Establish the travel demand pattern in the City

· Develop and optimise the overall network

· Generate cost and revenue forecasts

· Design routes and schedules

· Define operational standards

· Prioritise activities and allocate target budgets for each route

· Provide route specifications to Procurement for tendering

	Procurement
	2
	· Prepare tender documents and launch call for tenders

· Manage the tender and selection process

· Negotiate and conclude contracts with suitable operators

· Administer contracts and payments

· Maintain licence and insurance information on Contractors

· Initiate actions against Contractors who are not in compliance

· Negotiate revisions to contracts where required by Planning

· Collect all data both for Procurement and for Planning

	Operations 
	20-30
	· Monitor compliance with regulations

· Monitor service provision levels, and report deviations from contract to Procurement

· Identify service deficiencies and report to Planning

· Carry out operational control
· Implement revenue protection measures

· Report poor revenue protection to Procurement


Table 6.1 : Departmental tasks for sample Transport Authority 
4.3 Example of complex organisation in a large City : London,  UK

This is an example where almost all initiative rests with the Transport Authority. The operator is primarily a unit of production, required to comply with a highly specified service, quality and image. 

Transport for London is the  passenger Transport Authority. It designs and procures all bus services for the area from private operators under gross cost contracts. Underground rail services are procured from a public sector company. Tram services are operated under a mix of franchise and concession arrangements.  TfL is also the authority for the major roads and traffic, including the traffic management and the congestion pricing implemented in February 2003. 

In all matters, TfL continues the London Transport tradition of a high level of attention and resource to global design and integrations, corporate and product positioning, consistency of image, compliance with regulations, and safety. This is reflected in the TfL organisational chart which is shown in Figure 6.2.

Bus services are procured under contract from a large number of private operators, the current fleet being about 6,000 buses. All research, network design and planning is done by TfL. All customer facing systems are also designed by TfL (passenger information, ticketing, helpdesk) although the implementation has mostly been outsourced. The organisation chart for the Bus Services is shown in Figure  6.3. The key service development and procurement functions are the responsibility of a Performance Director.

4.4 Example of Transport Authority in Deregulated scenario : Newcastle, UK 

Nexus is the executive arm of the Tyne and Wear Passenger Transport Authority (see case study in chapter 5 for background). 

It procures bus and suburban rail services under contract, and direct operates the Metro system. Unlike London, bus operators have complete commercial freedom in the market, and Nexus can only procure services where they identify a social need that has not been offered by the commercial sector. Therefore, Nexus has a light planning and design function. Also unlike London, Nexus cannot design or demand network integration, and is only able to play a co-ordinating role where there is the voluntary agreement of the operators. 

This results in a much lighter structure in terms of personnel. The Bus Operations Section has a total of about 20 persons, including operational and monitoring personnel.

The organisation chart for Nexus is shown in Figure 6.4. Only the Bus Operations section is shown in detail, since the other sections have typical functions. The Metro section is not shown in detail since it is direct operation and not relevant to the scope of this document.
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6 Annex A : Functions relevant to a Transport Authority

	Area
	Primary Functional Area


	Definition
	Ref no
	Functions
	Elements

	1
	Organisational
	Organise the entity such that it has the structural, personnel and financial capabilities to carry out the assigned tasks, and does so within prevailing laws and accounting principles
	1.1
	Administration
	Accounts

Human Resources

Accommodation

	
	
	
	1.2
	Reporting
	Accountability

Performance

Financial

	
	
	
	1.3
	Capability
	Staffing levels

Skills mix

Training and staff development

Outsourcing

	
	
	
	1.4
	Legal
	Procedures development

Contract development

Negotiations

Probity

Defence and situation management

	2
	Financial
	Secure, allocate and disburse the finances required for all authorised activities of the entity
	2.1
	Budgeting
	Entity’s own expenditure

Professional services

Contract and tendering costs

Operations expenditure and revenue

Public transport promotion (information, marketing)

Subsidy requirements

Dedicated funds and concessionary needs

Funding limits and cashflow plans

Aggregated financial plan

Approval processes

	
	
	
	2.2
	Sourcing/securing finance
	Direct sales / sales through gross cost contracts

Subsidy funding

Fare support funding

Allocated federal, regional, municipal funding

Rates, sales tax, and other hypothecated taxes

Income from licences and other activities

Incomes from franchises and operating dividends

Levies and charges on operators

	
	
	
	2.3
	Allocation of funds
	By mode

By route/area

By contractor

By fare and ticketing instruments

Concessionary travel

Target and social users

Promotional activities

Operational measures

Capital investments

	
	
	
	2.4
	Disbursement
	Fixed sums

Through contracts

Output based (px, px-km, km-based)

Dedicated to specific users or activities

Bonuses, penalties, incentives

	
	
	
	2.5
	Capital expenditure
	Own-account/self-generated capital

Grant-aided capital

Loans, bonds and other fiscal instruments

Public private partnerships

	
	
	
	2.6
	Administration of the finances
	Procedures development

Reporting by claimants

Analysis and clearing

Funds transfer

Retentions and release

Monitoring of claims

Anti-fraud measures

Accounting and MIS

	3
	Policy
	Develop, adapt and express the transport policy for the area of coverage
	3.1
	Urban Policy and Land Use
	Development of urban master plan

Interface with other urban/planning authorities

	
	
	
	3.2
	Transportation Policy
	Development of Urban Transport Plan

Roles of car and public transport

Transportation development strategy

Investment strategy

Interface with other transport authorities

	
	
	
	3.3
	Urban Public Transport Policy
	Setting goals and objectives

Policy of role of each mode, and complementarity

Regulation of entry to the market

Policy on participation of private sector and SMEs

Financing of urban public transport

	
	
	
	3.4
	Coverage / service parameters
	Network coverage parameters

Frequency and operating hours specification

Accessibility parameters

Mobility measures (inc. job search)

	
	
	
	3.5
	Quality Parameters
	Vehicle type and age requirements

Operational quality

Comfort and cleanliness

Support systems and customer handling 

Features for users with special needs

Establish continuous improvement programs

Establish benchmarking programs and targets

	4
	Regulatory
	Establish and manage the processes for regulation of the supply of passenger transport in the area of coverage
	4.1
	Develop regulations
	Regulate entry to the industry

Regulate entry to the market

Determine freedoms and restrictions for operators

Determine reporting requirements for operators

Criteria for on-road competition

Publish procedures and provide information

	
	
	
	4.2
	Assess applications
	Establish applications procedures

Assessment of specific applications

Assess impact on existing services

Notification and appeals procedure

	
	
	
	4.3
	Issue licences
	Issue formal licence

Determine conditions for specific licence

Maintain register of licences

	
	
	
	4.4
	Control licenced operations 
	Monitor operations of services

Establish and maintain channel for complaints

Notifications and warnings

Corrective actions and termination of licences

	
	
	
	4.5
	Control unlicenced operations
	Monitor activities

Establish and maintain channel for complaints

Notifications and warnings

Corrective actions and termination of licences

	
	
	
	4.6
	Manage licences
	Renew licences

Modify licence terms and/or conditions

Terminate licences before planned end-point

	5
	Planning
	Develop the mobility requirements for the area of coverage, and express this as a transport offer in terms of a network, routes, detailed timetables and/or service parameters for all modes covered by the entity
	5.1
	Information gathering
	Demographics and urban data

Travel patterns, O/D patterns, mode preferences

User surveys

Current coverage, capacity, performance, utilisation

Current and option-related revenues, costs

	
	
	
	5.2
	Quantify mobility needs
	Fixed trips (journey to work, school)

Discretionary essential trips (shops, medical, support)

Discretionary non-essential trips (leisure, social)

Niche markets and special needs

Emerging markets and market development

Combatting social exclusion

Spatial and temporal aggregation of travel needs

	
	
	
	5.3
	High-level network design
	Zone to zone movements and desire lines

Modal structure and allocation

Development of primary network and capacity

Requirements and constraints per design unit

	
	
	
	5.4
	Detailed network design
	Line/routing development

Operation specification (vehicle type, speed, capacity)

Detailed route specification (timetable, streets, stops)

Scheduling of vehicles and manpower

Flexible and demand responsive transport solutions

Event-oriented and tourist mobility services

	
	
	
	5.5
	Forecasting
	Passenger numbers, distances, travel patterns

Revenues

Costs of operation

Subsidy requirements, support payments

Revision and iterations, optimisation, trade-offs

	
	
	
	5.6
	Integration
	Integration of key lines and infrastructure

Integration of capacity across and within networks

Timetable integration

Support system integration requirements

	6
	Fares
	Establish the framework for the fare system and tariffing levels for the public transport offer
	6.1
	Set/regulate tariff levels
	Set absolute prices for urban public transport

Set guidelines or ceilings for tariffs

Assess and approve applications for tariff changes

Set prices for specific fare products

Monitor general and transport-specific inflation

	
	
	
	6.2
	Determine fare structure
	Establish core fare structure (e.g. zonal, distance-based, flat)

Establish fare zones

	
	
	
	6.3
	Establish fare products
	Design fare product range

Specify conditions for fare products

Determine peak/off-peak surcharge/discounts

Specify promotional products and tariffs

	
	
	
	6.4
	Fares integration
	Establish fare integration concepts

Determine rules for integrated ticketing

Determine rules for inter- and intra-modal transfers

Determine rebate or added price for transfers

	
	
	
	6.5
	Sales and distribution
	Establish and operate sales network

Procure ticket stock

Establish and operate ticket distribution channels

Establish and operate e-business channels

Manage contracts and administration

	
	
	
	6.6
	Revenue collection
	Specify revenue collection procedures

Specify on-, off-vehicle revenue collection equipment

Procure, distribute, install and maintain equipment

Specify and manage control, fare and transaction data

	
	
	
	6.7
	Clearing systems
	Establish concepts and principles for revenue clearing systems

Establish and operate clearing activities

Establish and operate data collection and analysis

Determine funds due to all participants

Collect al incomes

Manage funds transfers

Interact with other clearing systems

	
	
	
	6.8
	Revenue protection
	Establish revenue protection concepts and principles

Establish and operate revenue protection unit

Data collection and analysis, intelligence gathering

Establish and operate deterrent / penalty system

Work with police and others for anti-fraud activities

	7
	Procurement
	Develop and manage procedures to procure the planned or alternative transport services in accordance with pre-determined objectives
	7.1
	Develop procurement strategy
	Establish core philosophy of procurement

Determine unit(s) of services to be offered

Determine phasing and cycles of procurement

Establish market participation mechanism

Establish procurement rules and probity checks

Identify targets for special role (e.g. SME's, new entrants)

	
	
	
	7.2
	Develop procurement procedures
	Establish competition rules and procedures

Turn goals and objectives into selection criteria

Determine knowledge available to participants

Establish and implement pre-qualification processes

	
	
	
	7.3
	Tender documentation
	Prepare detailed service specifications

Specify quality and vehicle requirements

Document the process to prepare and submit bid

Document the selection process and evaluation criteria

Prepare supporting business information for bidders

Prepare sample contract for the procured services

Prepare documentation packs for interested bidders

	
	
	
	7.4
	Run tender competitions
	Establish procurement cycle and service units for each 

Publish existence of competition and notify interested parties

Distribute tender documentation and information updates

Run information days and provide helpdesk

Examine bids for conformity, technical criteria

Rank conforming bids according to selection criteria

Notify winning bidder and losers

Document and publish results to comply with applicable law

	
	
	
	7.5
	Negotiate tender contracts
	Determine areas for negotiation and inform preferred bidder(s)

Negotiate service, vehicle and quality dimensions

Negotiate and finalise financial dimensions

Sign and notarise contracts

	
	
	
	7.6
	Negotiate non-tendered contracts
	Determine, document scope of negotiated services

Determine, document input, output, quality and payment aspects

Determine, document measurement and payment variation factors

Determine preferred operator(s) 

Negotiate and sign contract

	
	
	
	7.7
	Manage contracts 
	Establish and maintain contract documentation and administration

Establish and operate monitoring procedures

Review operational and quality performance

Apply penalty/bonus payments

Assure that contract responsibilities on both sides are respected

Assure that all information requirements are respected

	
	
	
	7.8
	Re-bid process
	Identify contracts, franchises and licences due for re-bid

Assess performance of incumbent operator 

Decide whether to roll-over/extend contracts, franchises, licences

Renegotiate terms of extended contracts, franchises, licences

For non-rollover, determine changes to service/quality specification

Estimate changes to revenue, costs, financial support

Decide whether incumbent is excluded from re-bid

	8
	Intervention
	Plan and implement intervention measures to align the transport offer with the entity's objectives
	8.1
	Stimulate competition
	Provide information on routes, revenues, costs to all bidders

Discuss concerns with losing bidders and potential new entrants

Simplify bidding processes

Make processes transparent and build confidence

Assure that risks are properly distributed, and proportionate

Assure that incumbents and parastatals do not have unfair advantage

Make key assets (tracks, vehicles, depots) available to bidders

Vary unit size of contracts to encourage small and new entrants

Establish credit lines for new entrants in developing economies

Assist small operators, owner-drivers to form organisational units

Reserve certain contracts for small or new entrants

Stipulate a minimum portion of the work to be sub-contracted

Bundling of profitable and non-profitable services

Allow bidder freedom, and positively assess innovation

Take strong action on monopolist/anti-competitive behaviour

	
	
	
	8.2
	Alter barriers to entry
	Modify vehicle and driver licencing, certification requirements

Modify vehicle technical, quality and age requirements

Modify bond and assurance requirements

Modify operator competence and prior experience requirements

Release business, patronage and travel pattern data

Assist in skill development, make specialist resources available 

	
	
	
	8.3
	Adapt contracted services
	Identify changes in travel demand and specify new service need

Determine changes required in quality and operational parameters

Assess changes requested by operators

Notify operator (within permitted changes in contract)

Request and negotiate changes outside original contract scope

	
	
	
	8.4
	Monitoring and correction
	Monitor operational, quality and reporting parameters

Review performance with operator

Notify operator of required improvements or corrective action

Implement penalties, warning measures, etc.

Escalate defaults and carry through to termination, where required

Contract supplement services, encash bonds, launch re-bid

	
	
	
	8.5
	Support measures
	Assist development of higher-order skills within the operator base

Training of core staff – drivers, maintenance

Make available skilled, expert personnel

Make available specialist facilities and equipment

	
	
	
	8.6
	Investment
	Tracks, guideways, tunnels, operational infrastructure

Vehicles and other mobile assets

Depots, terminals and support infrastructure

Operations support systems (bus priority, AVM/VSCS)

Customer facing services (ticketing, traveller information)

	
	
	
	8.7
	Restructuring 
	Restructure (portion of) the network

Alter basic procurement units (route, area)

Change authority/operator balance of initiative for service design 

Restructure the operator, supply-side industry

Intervene in the modal balance

	
	
	
	8.8
	Emergency
	Emergency and contingency planning

Relations with other agencies

Withdrawal of service by contracted operator

Intervene as operator of last resort where competition fails

Unavailability of key infrastructure

Natural disaster and severe weather

Financial crisis

Civil and other unrest

	9
	Promotional
	Promote the public transport modes in political, image, operational and informational terms
	9.1
	Traveller information
	Establish  and maintain register of transport services

Establish and operate traveller information channels

Publish and disseminate information materials

Specify, procure, install and support traveller information systems

	
	
	
	9.2
	Marketing
	Generate and support coherent public transport concept

Establish and manage logo, branding, livery, image

Promote usage of public transport

Position public transport as a positive mode

Manage public relations

Establish customer charter, and assure operator compliance 

	
	
	
	9.3
	Customer-facing services
	Establish and operate multi-modal transport terminals

Establish and operate local transport terminals

Design, install and maintain bus/tram stops

Design and install shelters and stopping place facilities

Establish and maintain customer help-desks and other support

	
	
	
	9.4
	Operating Environment
	Develop bus priority measures

Minimise obstruction/delays to UPT vehicles

Monitor usage and detect violations of UPT space

Establish deterrents/penalties for violations of UPT space

Establish and reinforce information, behavioural and goodwill campaigns

	
	
	
	9.5
	Travel demand management
	Develop, manage and operate parking supply and pricing policy

Develop, manage and operate park’n’ride facilities

Develop, manage and operate private transport restrictions, access control zones

Develop, manage and operate road pricing, area licencing schemes

Promote car-sharing, teleservices and travel-reducing measures

	
	
	
	9.6
	Political positioning
	Raise public awareness of the role of UPT in urban life

Raise public awareness of positive impacts

Create linkages between good UPT and quality of life

Demonstrate the value-for-money for UPT financing

Counterbalance (dis)information on cars and road spending

Collaborate with and support research on UPT

	
	
	
	9.7
	Dissemination
	Publish and distribute UPT statistics

Publish and distribute reports on impacts of innovations

Provide materials, data and experiences of “success stories”

	10
	Political
	Establish and manage interfaces and outreach activities with societal stakeholders
	10.1
	Political lobbying
	Establish direct channels to political decision-takers

Prepare and communicate key information and messages

Lobby to maintain/increase funding for UPT and dedicated tasks

Lobby for funding for investment and infrastructure

Lobby for measures to improve/protect UPT

	
	
	
	10.2
	Political representatives
	Inform political representative of UPT situation

Respond to queries and concerns

	
	
	
	10.3
	Outreach to communities
	Set up mechanisms to hear geographical, sectoral, special needs

Set up dialogue with communities at urban area and local level

Identify and seek solutions to mobility problems for vulnerable groups

Inform communities of plans and proposals

Establish focus groups and input channels

	
	
	
	10.4
	Customer outreach
	Establish focus groups

Establish and maintain channels for customers to input views

Establish and operate complaints handling processes

	
	
	
	10.5
	Employers and businesses
	Establish focus groups with employers and businesses

Interface with new housing, industry and commercial developers

Work with developers to establish new mobility schemes

Develop joint initiatives with travel destinations

Identify areas of common benefit and common concerns with these sectoral groups, commission research if needed


7 Annex B : Guidance for Network Planning Capabilities

This guidance is based on recommendations for a medium-sized city in the ECA Region. The principles will have general applicability, and would require only minor modification for most cities in the ECA Region. 

7.1 Description of the Planning function within the Transport Authority

The Planning function is one of the core functions within the Transport Authority. This defines the network to be operated, its characteristics, and its ability to meet the travel needs of the people of the City. It also establishes the costs of operation (subject to given efficiency parameters), and provides the framework for the potential revenue to be generated by the network.

The following issues are considered here in terms of the Planning function :

· scope

· methodology for developing the network

· route specification and tendering

· relationship with other entities

· establishment of the first network

7.2 Scope of the planning work

The scope of the planning work of the Transport Authority is centred on the surface urban passenger transport network in the City. This consists of all scheduled trams and buses, as well as any paratransit or minibuses that may be introduced. The Transport Authority will be required to provide a comprehensive network subject to determined criteria which include sustainability, citizen accessibility, and quality.

7.3 Development of the network

The Planning function will develop the network based on both identified and projected travel requirements within the City. The following tasks will be performed :

Operational Plan.  An Operational Plan will be developed to cover a rolling three year time period for the activities of the Planning function, identifying sectors of the network to be reviewed, data collection requirements, training and analysis tool requirements, and priorities for action. The first twelve-month period will be developed to implementation plan level. The Operational Plan will be updated on a six-monthly basis. 

Methodology for network planning.  The methodology for the carrying out the network development will be established at the outset and reviewed over a three year cycle. This methodology will identify the techniques to be used in determining the travel demand, the models or simulation software used for creating the network, the quantification methods for costs and revenue projections, and the route design tools. From this, the data requirements will be established to form the program of work for data collection, and the training needs will be identified. The development of the methodology will take into account best international practice for comparable network development design, and the availability and affordability of appropriate design tools. 

Data collection and identification of demand.  The Planning function will establish a comprehensive data collection program. The current and trend levels of urban travel will be identified through survey and other techniques. Market analysis surveys will be conducted to establish trip purposes, trip patterns, user requirements, and user preferences. The data will be used to develop a model of demographic and travel demand patterns in the City, and to predict the potential travel volumes under different scenarios. Non-numeric sources of information will also be obtained, including requests from representatives and community groups, and inputs from the transport industry.

Network criteria.  The Planning function will develop, together with the Director, the criteria to be used in developing the network. These will be derived from the City Transport Strategy and will require the approval of the Board. The criteria are likely to include business and commercial factors, citizen accessibility factors, coherence and completeness of the network, integration of urban network with other transport services, optimisation of resource requirements, and ability to provide support infrastructure and services.

Developing the network.  The network will be developed using scientific methods. This will ideally be based on computer modelling techniques which have the capacity to test many scenarios and optimise the network according to multiple criteria. The Planning function will need to develop the capability to generate scenarios, and test these for sensitivity against variations in a range of relevant factors. The approach should allow a first approximation of the overall network based on different demand levels, and to then allow detailed development of specific sectors of the City network. The potential for integration of services with suburban and with regional services will be taken into account. The output of the process will be a detailed specification of the network, identifying capacity and frequency requirements on the various links. This will feed into the route specification process. 

Cost and revenue forecasting.  As part of the network development capability, it will be necessary to be able to generate dependable cost and revenue forecasts for the potential routes. Costs can be relatively easily determined based on known operational costs for the different types of vehicles to be utilised on the route. Standard rates can be adopted using data made available by the bus industry, based on good practice of operation and allowing for replacement of the fleet. (It will be a function of the tendering process to achieve competitive rates). The revenue forecast will be generated from the projected patronage, and the model will ideally have the capacity for price elasticity, mode potential, and the ability to approximate the effects of different market pricing options. All potential routes will be assessed according to the agreed criteria before proceeding to route design phase.

7.4 Route development

Potential routes which have passed the assessment criteria will be developed into specified routes, and reassessed before being offered to tender. The following task will be carried out within the Planning function.

Developing routes and schedules.  The capability for detailed route design and specification will be established within the Planning function. It is recommended that computerised scheduling techniques are adopted as this will allow optimisation of the vehicle and human resources within the route or across a group of routes. The output of the process will be a detailed route specification including route taken (including variations), departure times, journey times, interchange points, and stopping points.

Definition of terminal, interchange and stopping points.  Based on the network and route planning processes, the Planning function will define the official terminal, stopping and interchange points for the network. This will provide part of the core data for the passenger information systems, and will also be used to formally define the route operating schedule.

Setting operational standards.  In consultation with the Strategic department, the Planning function will define the operational standards for the route, including maximum deviations from schedule, and will specify particular criteria for planned interchanges. This data will form part of the Contract for the route, and will be used by the Operations function to monitor route performance.

Revision of estimated costs/budgets and re-assessment.  Based on the precise route specification, the costings and potential revenue for the route will be recalculated and the revised estimates will be assessed against the agreed criteria. This will identify whether the route is inherently profitable or if it will require either revenue support from the system. (A decision will be required whether to offer subsidy for non-profitable routes or bundle them with profitable routes). The revenue budget will be used within the Contract to determine potential income in the form of route fees or levies; the estimated costs will assist the Procurement function in negotiating conditions with potential Contractors.

Specification of routes for tender. For routes which are to be put out to tender, the Planning function will prepare a detailed specification of the route according to a standard format. This will provide the Schedule of Work offered to the potential tenderers, and included within the Route Service Contract. 

7.5 Development of technical capability

The Planning function will need to develop its technical capability in a structured manner. Two basic options exist :

a) Implement a Technical Assistance program to rapidly develop the capability, tools, database and first version of the network. This would ensure that the full network could be designed during and implemented during the transition phase. It would require additional funding, but this could be treated as a ‘one-off’ investment cost, and the Transport Authority counterparts on the team would have the know-how and techniques to evolve the network.

b) Establish the Transport Authority and gradually acquire the skills needed for network development. Generate the data over the initial 1-2 years, and revise the network on a gradual basis. This would require less funding, but would put the task of capability development entirely on the Transport Authority. It would also mean that the economic and service benefits of the revised network would not be experienced until a later stage when the new network would be in place.

Technical Assistance approach.  In this approach, a specific Technical Assistance project could be established during the transition phase which would have the objectives of :

· develop the methodology for network development in the Cities

· establish the data collection methodology and establish the relevant databases

· select and acquire appropriate network development and route scheduling tools

· train the Transport Authority counterparts to be fully self-sufficient in network planning

· develop the urban network with the assistance of the Transport Authority counterparts

· develop the route specifications with the assistance of the Transport Authority counterparts

· set in place the procedures for the ongoing analysis and network development

It is probable that an external expert organisation with substantial experience of network design and knowledge of design tools would provide the technical assistance. The members of the Planning function of Transport Authority would be core members of the design team for the first network. They should be active in all elements of the design so that there is genuine skills transfer, and having made the investment, should not need further external technical assistance.
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Figure 6.3 : Organisational Chart for Surface Transport Department of Transport for London (TfL)
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Figure 6.2 : Organisational Chart for Transport for London (TfL)
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Figure 6.4 :  Partial Organisational Chart for Nexus, illustrating Bus Operations and Marketing
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