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“Cities on the:Vieve”

e Werld Bank Urban Transporit Strategy Review

&) Ohservea
the decline of traditional bus systems
the chaotic state oft more informal systems

g ReEcOmmeEnded
a more commerciallapproach

a regulated market form appropriate tothe
clircumstances
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“Citiesion the Vieve*
e referm packages recommended

S Getuing the rightsystem
liberalizedientry inismallicities
competition;“fior the market*in/larger cities

S Getting the system rght
strict guality control
efficient enforcement
restructuring punlic sector Institutions
restructuring the supply sector



Privatization andifiranchising of urban
bus servicesiin developing countries
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Studies Planningtoadopt  Modifying existing Adopted or
undertaken schemes modified
System not Russian cities
specified
Net cost area or Bangkok L:ahore Kingston Jamaica
system based Mauritius Kuwait Bahrain
Kuala Lumpur,
Net cost route Hanoi, Sao Paulo Bishkek, Kyrgyz
based Dhaka, Uzbekistan
Surabaya, Kazakhstan
Denpasar, Rostov,
Bandung, Santiago,
S. African cities
Gross cost route Bny Brazilian cities Bogota,
based Curitiba,
Gross costareaor ReRecife Santiago
system based
Privatization Bahrein Mauritius SriLanka
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Difficult casesifior competitive
tenderng

J/

& The informal sector
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Elementsiofintegration

S Physicaliintegration
s Eares integration

5 Both needed to avold adverse conseguences
Harm to the peor
Development ofian 1llegal infermal sector
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Difficult casesifior competitive
tenderng

& Integrated systems

J/
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Vianagineithe informal sector

& The intormal sector:
selfregulation
Sluppression

Integration in competitive franchising
PFOCESSES

— as acomplement

— ads a competitor
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D

[Aereareways tedoii

separate Infirastructure from eperations
design contracts fior separate Service types
WOork on the structure ofithe industry

well erganized suppression

Integration in competitive franchising
PrOCESSES
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Three sources of reform failure

e



Lack o commitment te: reform

& Jurisdictionalicompetition
& Resernving “social*services for the public sector;

&) Restriction of subsidies topublic enterprises;
& Arbitrariness andiincensistency in regulation

&) Failure to create a secure contractual orlegal basis for
private sector operations;

& Limiting competition to the provision oft services by the
Infermal sector with small vehicles only:

& Impact off MEI pressures
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Three sources of reform failure

§) Lack ofireal commitment toer reform
ol
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Protection of vested Interests

S Public sector operators
exempt fremiregulation
preferred for subsidy
Withiweak metropolitan gevermment

5 Preferred private operators
& Informallsector Interests
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Three sources of reform failure

5 Lack of real commitment to reform
&) Protection of vested Interests

J/



Unrealistic expectations
- Six fatalfallacies

& Fares canbe controlledwithout subsidy

Operators will be self-monitoering

Franchising reduces the need for detailed supenrvisionm

& Senvice standards can beset atwhatever levelyou desire
&) Market pressures will generate the right industry structure

& Privatization can selve the problem without regulatory reform

CLLELEERE



Some cautionary tales

& the dangers of halfihearted refemnm
&) privatization Witheut refomnm
s theperils of the eperator as regulator

S fallure to get the industry structure rngnt
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Problems of half-hearted reform
Bishkek: Kyrgyzstan

& Populatienof L millien
&) Senved by state bus and trelleyhus companies

&) Eranchising|seen by Ministry of Tiranspoertas a
Way e harnessing private sector development

§) Private sector now ever 5% market

&) Safety net of secial service provisions
Uunderminea
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Bishkek: Kyrgyzstan
e defects of reformed regulation

§) Bishkek PTA controlled by general manager of the
Pus undertaking

&) PTA stafifnow increased to 200

& Many functions developed in PTA (despatching,
medical control,etc)

& Route netwerk freguently changead
5 Allecation ofiroutes seen as arpitrary

&) PTA seeking further extension of pewers
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e case of Bishkek; Kyrgyzstan
PUtting the system gt

e system could be put right and: private sector
development encouraged by:

& Asinglerfiranchising law,

& Al apprepriate administiative stiucture

& Agenuinely: Independent superviser/heard
& Aclearnetwerk definition;

& Arevised policy enicencessionany faresand
COMpPEensation

&) Apprepriate and transparent adjustments to fares
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e operateras regulator

e case of Bangkok

& City ofi11.4' million people

& Relativelyweak metropolitan authority

& 50% ofi trips by public tranpoert

& BMTA established as statutory monoepelist in 1976

& BMTA carries only 20-30% of public transport trips

&) Large propertion sub-franchisedwithout tendering

&) Bus fares controlled by regulatory authority
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Bangkok
Ihefinancial pronlems of BIVITA

& Highwage employer
&) Operating costs double those ofi private Sector

& Only 67% of operation costs covered by revenue despiite
Increasing emphasis on the moere remunerative aircon
services

& Annual deficitin 2001 of $65 million
g Accumulated deficit of $0.5 billion



Bangkok
Proplems forthe USer

&) Traditionalibus routes very longiand
Inairect

S Highidelaysiassociatedwitih congestion
and archaic route structure

& Decline of preportion of “secial*service
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Bangkok
L ESS0NS ofieXpPerence

& Absence ofi a strategic metropolitan transport authoerity
severely damages modal co-ordination

& Allewing the franchised operator to/ chooSe Services to
suh-contract disguises the preblem by allewing It to
concentrate Its ewn reseurces on moere profitable
services

&) Absence of competitive tendering allows inefficient
allocation of service responsibility’among supplies



Privatizationwithout regulatory: reform:
Inenistory of SrilLanka

& 1958-77 - State owned monopoly, CTB

& 1977 - CTB Regienalization to RTBS, plus private
PErmISsIons on avehicle basis through separate ministry

& 1987 - “peopleization” ofi RTBS 10 94 companies

&) 1996 - peoplelzedicompanies consoelidateadl imto 11
“cluster companies”

& 2002 - attempt to privatize cluster companies

& 2004'- move tewards competitively tendered franchising
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SrI Lanka
The 2004 situation

&) 13 public sector operators
registeredifileet of over 9000 vehicles,
declining operational fleet, (3500 Injoperation]
aginglfleet
200 kms perday.

&) Eragmented private sector
20,000venicles
125 kKms per day.

carry 5% of all passenger movements:
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il Lanka louses
1e2002 policy

Privatize the puklic companies intwo
tranches
39Y% ofishares plus management contract
require noreduction of service
neichange in employment levels
nedeterioration of terms of employment
require supstantial investment innew.\venicles

Intreduce competitive tendering
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Shil Lanka PUSES
e present situation

&) 2002 privatization anorted
S New govermment committedinoet to privatize

& Conflict between Minister of lranspoertand
senior efficials

& Commission Set up to Impreve efficiency of
cluster companies



Sri Lanka buses
Lessons so far

& Eranchising/individual buses very difficult teimanage
&) Politicization ofithe franchising preocess s very damaging

& Suppoerting the public sector separate firom consideration
ofithe reform pProcess may: generate overprovision of
capacity and heavy contingent costs

& Privatizing before determining the nature of the new
regulatery system will constrain the reform process:.

& Unrealistic privatizationiterms willlgenerate unrealistic
pIds

7‘1‘1‘1‘1‘1-‘1‘1



Ilhe case of Santiago; Chile
e histony ef referm

1989 - complete deregulation

Q1991 - competitive tendering ofhus
firanchises
route licenses for routes crossing city.

Slupcontracting eperations tondividual
OWNErs

36/ outes
average size of operator very small
nointegration With metre
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Santiage
Preblemsiof’ inefficient Industry structure:

&) Size distribution of firms
30% oef fleet single bus operatiors
66% Infleets of less than 4'vehicles
S Subeontracting and Incentive structures

low/ hasic wage plus part ofirevenue
nesecure ticketing andrevenue recording

S

nighincentive teistay on the road
nigh incentive to race
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Santiago, Chile
The “Transantiage” proposal

& BUS/Segregation
&lntegrated ticketing

&6Iress cost tendering ofionly 15 contracts
5 groups ofi trunk services
10ifeeder area flranchises
Bus emissionsas a filter iniselection



[essons fiem Santiago

& Licensing individualivehicles or very: small firms 1s
difficult to meniter and enfiorce

& Inattention to monitering will magniiy structural
Weaknesses

& Amimproved Iimage Is more difficult toachieve where
Initialistandardsiare high

& Reliance onthe private sector for infrastructure
Investmentwilliprebhably delay implementation

& Good timing Is essential to refornm
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Designing busirefomnm in develepingcountries
Jleten criticalireguirements

§) Political commitment at &) Confrontation of the

allilevels vested Interests
& Aproperlegalifoundation & Realistic specification of
5 Astrong local soclal ebjectives
Institutionalifoundation 5. Consistent fares control
&) Appropriate industry &) Effective monitering and
restructuring enfiercement
& Anexpertand trustwoertny: & Limitation of sub-
administrative agency. contracting franchises
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