FINAL REPORT
BOB RAILWAY CASE
BENCHMARKING PASSENGER
TRANSPORT IN RAILWAYS

Submitted to:
European Commission
Submitted by:
NEA Transport research and training
Reference:
R20020166/57346000/PHI/IFE
Status:
Final Report
Rijswijk, The Netherlands, August 2003

©

The use of figures and/or text from this report is permitted if the source is clearly mentioned.
Copying of this report is only permitted with written permission from NEA.

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

CONTENTS
Page
1

EXECUTIVE SUMMARY............................................................................ 5

2

INTRODUCTION ......................................................................................... 7

2.1
2.2

Project Background ........................................................................................ 7
Objective and content of this case study ........................................................ 8

3

THE PROCESS OF BENCHMARKING RAILWAYS ............................ 9

3.1
3.2
3.3
3.4
3.5
3.6

Methodology .................................................................................................. 9
Description of the areas of work at the start of the project........................... 10
Benchmarking advantages in railways ......................................................... 11
Project history .............................................................................................. 12
Participants ................................................................................................... 13
Reasons for participation.............................................................................. 16

4

BENCHMARK OF THE INSTITUTIONAL SET-UP............................. 21

4.1
4.1.1
4.1.2
4.1.3
4.2
4.3

Legal and institutional framework ............................................................... 22
Operators ↔ Infrastructure providers .......................................................... 23
Authorities ↔ Infrastructure Providers........................................................ 27
Operators ↔ Authority ................................................................................ 28
Policy benchmarking.................................................................................... 30
Lessons learned ............................................................................................ 34

5

ANALYSES

OF

PERFORMANCE

CRITERIA

USED

IN

CONTRACTS............................................................................................. 37
5.1
5.1.1
5.1.2
5.1.3
5.1.4
5.1.5
5.1.6
5.1.7
5.1.8
5.2
5.2.1
5.2.2
5.3

Punctuality.................................................................................................... 37
Background .................................................................................................. 37
Approach ...................................................................................................... 37
Indicators on the punctuality level ............................................................... 38
Indicators of the causes of delays................................................................. 45
Punctuality – targets and programmes for improvement.............................. 47
Identifying the benchmark............................................................................ 47
Benchmark 1: Punctuality in Japan (JR Kyushu)......................................... 47
Benchmark 2: punctuality improvement schema Finland ............................ 49
Customer satisfaction ................................................................................... 51
Railway working group data ........................................................................ 51
Eurobarometer .............................................................................................. 53
Passenger security ........................................................................................ 56

6

CAUSES FOR GROWTH ........................................................................ 63

R20020166.doc
29 August 2003

3

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

7

CONCLUSIONS AND RECOMMENDATIONS .................................... 81

7.1
7.2
7.2.1
7.2.2
7.3
7.3.1
7.3.2
7.4

Conclusions regarding ‘the benchmarking process’..................................... 81
The institutional set-up................................................................................. 82
Policy and legislation ................................................................................... 82
Performance criteria in contracts.................................................................. 84
Specific Performance criteria ....................................................................... 86
Punctuality.................................................................................................... 86
Characteristics for growth ............................................................................ 88
Follow Up..................................................................................................... 89

ANNEX A

NAMES AND ADDRESSES OF PARTICIPANTS...........................91

ANNEX B

WORKING DOCUMENT "RELATION AUTHORITY - RAIL
OPERATOR" ....................................................................................99

ANNEX C

BASIC DATA CAUSES FOR GROWTH .......................................173

ANNEX D

CONFIDENTIALITY AND SECURITY STATEMENT ....................187

ANNEX E

LIST OF ABBREVIATIONS...........................................................191

4

R20020166.doc
29 August 2003

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

1

EXECUTIVE SUMMARY

This paper contains the final report for the Benchmarking Railway case within the ‘BOB’
project. The BOB project, submitted by DG-TREN within the 5th framework research program,
is focussed on the testing of use of benchmarking methods in relation to transport policy issues.
Passenger Traffic in Railways has been a topic in several previous policy papers produced
within and outside the confines of the European Commission. The European Policy is outlining
a firm relationship producing a greater demarcation between the responsibilities of transport
authorities and those of operators. This relationship should be based on appropriate contractual
agreements and is regarded as an important way achieving lasting improvement and a firmer
basis for public service obligations.
The objective of this pilot study is to asses to what extent benchmarking can be used to improve
the implementation of key objectives to increase the effectiveness of railway services, both from
the point of view of the operator and as an instrument for national or regional transport
authorities. This should allow these stakeholders to achieve sustainable mobility through
attracting more passengers to rail and securing value for public money as well as supporting
investment in the system.
To secure optimal participation of the stakeholders two working groups were formed to carry
out the benchmarking: the ‘authorities’ and the ‘operators’ group. The national and regional
authorities working group made an analysis of the institutional set-up in the participating
countries, while the operators group made an analysis of some specific performance criteria.
In chapter 3 we describe the benchmarking methodology used in this project. Secondly we
describe the process of composing the two working groups and the activities performed during
the project.
Analysing the institutional set-up in the participating countries (relationship between authority,
infrastructure provider and operator) was of specific interest to the authorities. In chapter 4 we
will identify and analyse this relationship in the different participating countries and be
highlighting it with some benchmarking examples.
The performance criteria (such as punctuality, customer satisfaction and security) are of specific
interest for the operators aiming to improve their position and their performances. We will
identify and analyse some specific benchmarks in chapter 5 of this report.
Chapter 6 is dedicated to the analyses on the causes for growth.
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Chapter 7 gives an outline of the main conclusions the two working groups draw on
benchmarking the institutional framework and the performance criteria. A benchmark of
institutional relations appeared to be difficult because of the high abstraction level (policy, law)
and the differences between European systems. Moreover one cannot identify a single
framework that has worked better than the rest in Europe. It did however seem that the actual
comparison of different institutional systems applied is useful as this causes the stakeholders to
think and to seek the best possible solutions.
Benchmarking of specific performance indicators is difficult but not impossible. Within this
project we have concluded that there are possibilities for stakeholders to learn from the best
practices regarding punctuality and growth. This pilot could only draw preliminary conclusions
for these topics. There are however good reasons to continue the work in this field.

6

R20020166.doc
29 August 2003

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

2

INTRODUCTION

2.1

Project Background

This is the final report of the Case Study for Benchmarking Passenger Transport in Railways
(‘The Railway Case’). The Railway Case serves as one of the three Pilot Case Studies in the
‘BOB project’ (the other pilots are: ‘Airport Accessibility’ and ‘Road Safety’). The BOB
project, part of the DG-TREN fifth framework research programme, is dedicated to testing
benchmarking methods for the benefit of transport (policy) development. This again is part of
the BEST initiative (Benchmarking European Sustainable Transport).
Passenger Transport in Railways was selected as a subject because it is one of the key concerns
of both national and European transport policy authorities, especially in terms of efficiency and
effectiveness and its potential contribution to sustainable transport in Europe.
This final report of the Railway Case contains the main conclusions of the work done, as well as
an evaluation of the railway benchmarking process. More background material has been
produced in the form of working papers, seminar proceedings and two detailed reports dedicated
to:
•

Institutional organisation

•

Relation authority- operator

Further reporting
Internally the following documents have also been produced besides the 2 working papers
mentioned above and the Final Report:
•

Various working documents on conditions for growth;

•

Various surveys and presentations of results from the subgroup operators on the item of
punctuality and their other activities;

•

An initial document on the item of security as well as several presentations on this item
(included in the reports on the meetings);

•

Minutes and presentation papers of meetings held in March 2001 (Brussels), October
2001 (Utrecht), December 2001 (Brussels), March 2002 (Oslo) and June 2002 (Brussels).

The general idea behind the production of background material was to select and analyse
specific benchmarks. Moreover since comprehensive benchmarks (going through all steps as
presented in chapter 2) were not feasible, it was considered valuable to make the material
available reference and/or best practice material.
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Contributors to the respective reports were railway authorities, operators from 10 European
countries and team members of the BOB consortium. Contact details are annexed to this report.
2.2

Objective and content of this case study

The objective of the pilot study was to assess to what extent benchmarking could serve as a tool
to improve the performance of railway passenger services, both from the point of view of
operators seeking methods to improve performance and from the point of view of authorities
seeking the best management and funding mechanisms.
As a consequence this pilot has been divided into two topics to best serve the various interests:
•

Analysis of the institutional set-up

•

Analysis of some performance criteria

The analysis of the institutional set-up (such as contractual relationships) is of specific interest
to the authorities, who still play a key role in railway development in Europe. We will identify
and analyse some specific benchmarks in chapter 3 of this report.
The performance criteria (such as punctuality, customer satisfaction) are of specific interest to
the operators aiming to improve their performance, sometimes in the context of incentive
regimes with authorities. Some specific benchmarks are identified and analysed in chapter 5of
this report.
The three specific chapters (4, 5 & 6) are preceded by a chapter describing the actual process of
benchmarking within the railway case, after all, this project was set up as a pilot focussing
primarily on checking the usefulness of benchmarking as a tool.
Chapter 7 contains conclusions regarding benchmarking itself, as a tool for improvement of
railway passenger transport (on the basis of chapter 3) and some provisional conclusions about
benchmarking of institutional relations and performance criteria (on the basis of chapters 3 to
6).

8
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3

THE PROCESS OF BENCHMARKING RAILWAYS

3.1

Methodology

When discussing methodology, it is important to highlight the close interdependence existing
between BEST and BOB projects. BEST was designed to give methodological support to BOB
in its different phases and BOB, in its turn, tried to give input to BEST during the execution of
the three parallel Pilots (Passenger Transport in Railways, Road Safety and Airport
Accessibility) that attempted to put into practice the benchmarking methodologies
recommended by BEST. As part of the Benchmarking process, rail participants were invited to
attend the BEST conferences, whose recommendations on indicators and on methodological
matters were relevant to the BOB project. For that reason, the agreed recommendations were
distributed among participants at each of the rail meetings and each time a new member joined
the Pilot Exercise.
Participants also received the Performance assessment guide which was divided into two
sections -the first section intended to help BOB participants with data collection and analysis by
giving simple and practical guidelines; the second one, intended to be a process of continuing
assessment to facilitate overall understanding of the benchmarking exercise and related work.
The approach chosen was to produce an initial overview of progress in the Pilot Exercises. Four
questionnaires1 have been sent during each step of the benchmarking exercise (see
benchmarking guide, chapter 7: Benchmarking Process)
The steps for a normal benchmarking exercise have been followed for the railway case as
follows:
1
Identification of areas for benchmarking;
2
Identification of relevant dimensions;
3
Identification of indicators and of data needed.
These steps have been taken for the topics ‘institutional relations’ and ‘performance criteria’.
Within these two areas more specific benchmarks have been formulated but the dimensions of
the institutional relations have proved difficult to identify (see chapter 4) while for the
performance criteria it has been slightly easier (see chapter 5).
The next steps in the process were:
4
Collection and collation of data;
5
Identification of benchmarks and choice of indicators;
6
Analysis of the reasons for performance differences.
1

All Results of assessment questionnaires will be incorporated to the Performance assessment guide
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Availability of sufficient comparable data has been identified as a major bottleneck in the
benchmarking of performance criteria. We concluded that we should not seek in all cases fully
comparable information (for example when benchmarking punctuality). It is more realistic to
aim for comparability at a level of 75%. We must accept to formulate conclusions in the context
that complete comparability is not feasible as a result of widely different protocols for data
present within the railway industry.
Within the institutional set up the difficulty has been to define a desirable benchmark that can
serve as an example for others: what is the ‘ideal model’ to separate infrastructure from
operations. At the moment the stakeholders (operators, authorities) and the academic
community cannot agree on an appropriate formula. However a tenable basis for the Exercise
was needed and we have chosen to collect more neutral (soft) information on institutional
relations and policy objectives, without advocating at this stage what the preferred system
should be.
Steps 7-9 were designed to be of interest primarily to the participants in each case study:
7
Analysis of possible remedial measures;
8
Proposals for action and continuous improvement programmes;
9
Monitoring of results.
The railway pilot did not have as an objective to proceed further than these stages. Wherever
possible the available was used to create useful benchmarks and improvement programmes
where under performance has been highlighted to allow individual stakeholders to use the
results of this pilot study in their normal day to day work.
3.2

Description of the areas of work at the start of the project

Area 1: institutional set-up
It was anticipated that this part of the project could only start the benchmarking process once an
initial analysis was prepared by the BOB-team. Therefore the working documents ‘institutional
organisation’ and ‘relation authority-operator’ have been drafted. These working documents
permitted the participants to decide on specific items to be considered for benchmarking. The
following suggestions were made:
•

Institutional relations (authority-operator-infrastructure owner/maintainer)

•

Clauses relating to performance indicators and customer satisfaction in contracts;

•

Conditions for passenger growth.

Given the nature of these items it was considered to be appropriate that both operators and
authorities should be involved (preferably in pairs) in this part of the project. Operators were

10
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preferably those who were principal network railway operators. Authorities were to be national
or regional. Part of the work was to be carried out in subgroups (national versus regional cases).
Area 2: Performance criteria
Area 2 was designed to focus on selected items, which were of interest to several operators.
Operators were asked to participate in this part only. From the beginning of the Exercise the
decision was made to carry out in depth work. To reduce the duplication of work already done
by various operators within the UIC framework, operators were asked to carefully select the
subjects to be benchmarked and to participate in the specific sessions for their topic of interest.
Suggested items were:
•

Measurement and analysis of punctuality;

•

Passenger rights;

•

Quality perception (in relation to customer satisfaction measurement);

•

Seat availability (policy and practice).

•

Passenger security around larger cities;

The selection of the issue of punctuality indicated that within the topic of institutional relations
careful attention had to be paid to policy objectives for railways. To obtain useful analysis of
punctuality performance in a country it is crucial to have an insight and understanding of the
general policy conditions and institutional relationships in that particular country. The
punctuality and reliability results reflect not only the performance of the individual operator, but
equally the institutional setting and relationships (ownership, finances, government ambitions)
within which the service operation is delivered.
3.3

Benchmarking advantages in railways

During the project the participants found the following information to be of interest when
defining the advantages of benchmarking and how to improve their railway performance:
Railway operators:
•

Better understanding of the reasons behind differences in railway performance (punctuality
levels, causes of delay, customer satisfaction, etc.)

•

Better realisation of real levels of performance, so that resources can be used more
effectively (e.g. optimise value for money and effort)

•

Better understanding of what measures work (ex. How to fight delays), and whether they
can be applied in other companies

•

Factual basis for improving negotiation position for example with infrastructure provider

•

Formation of ‘marketing’ forum for the future exchange of information on a wider range of
topics

•

Increase market share railways
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The authorities:
•

Getting to know how to implement European regulations

•

To learn about the inclusiveness of incentives in railway contracts

•

Exchange of experiences in monitoring performances of railway companies

3.4

Project history

The first project meeting of the BOB-consortium took place on May 17-18 2001. A first
meeting with all participants was organised on October 2 and 3, 2001 in Utrecht and was hosted
by Dutch Railways.
At the Utrecht meeting three presentations were made:
•

Relationships authority/ operator, prepared by the DG-TREN and NEA;

•

Punctuality, prepared by NSR;

•

Security, contributions by a number of participants

The first two items were subsequently discussed in detail and a work programme was
formulated. A full presentation on security was planned for the following plenary meeting, held
in Oslo, March 2002.
Between the plenary meetings various working groups took place attended by clusters of
participants. These working groups concentrated on the following subjects:
A
Subgroup Relationships - authority- operator:
Conditions for growth (leader NEA)
Institutional organisation (leader TOI)
B
Subgroup Punctuality/ Performance indicator
Detailed analysis of punctuality (core group NS/NSR/ScotRail/OBB/VR)
Customer satisfaction (leader Erasmus)
It was also the objective at that time to dedicate a special subgroup to the issue of security (lead
by OGM who wrote an introductory paper on the issue).
At the plenary meeting in Oslo, 11-12 March 2002 it was apparent that the approach taken was
still too broad. Therefore a more dedicated working programme was agreed upon:
•

12

For the area of institutional organisation a report was presented containing the full
description and discussion of the subject and the experiences in the participating
countries. This report was based on a survey organised by the Norwegian participants.
During the discussions it was established that the separation of the operation and
infrastructure process was still a new phenomenon in all countries. Since none of the
participants had yet overcome the teething problems, it was considered to be too early to
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continue benchmarking activities. Exchange of best practices was considered to be
practicable on the basis of the work carried out.
•

Within the subject of performance indicators it was decided to concentrate the most on
punctuality. Other subjects, such as customer satisfaction, were to be considered as part
of a subsequent study.

•

With respect to passenger security, it was concluded that the present group of
participants/operators did not yet have sufficient background knowledge to provide the
required input. However, given the importance of this area it was decided to continue in a
different way: at each plenary meeting one participant would present his activities in this
field, and all participants would contribute to an exchange of best practice. During the
course of the BOB Rail Exercise, representatives from Finland, The Netherlands and
Scotland have given presentations. (Switzerland, January ’03).

In the period following the Oslo meeting most of the efforts were concentrated in the areas of
punctuality, customer satisfaction, and conditions for growth. At the plenary project meeting in
June 2002 in Brussels the progress within these areas was discussed. The work on both areas
continued during summer 2002. The background document on contractual relations was also
updated with information on the new participants.
3.5

Participants

It is vital in a Project of this type to have broad and active participation of both the authorities
and the operators in Europe. However national (regional) authorities as well as local operators
have specific objectives and ambitions and thus set to some degree their own agendas. Whether
they are interested in fulfilling an active role in this type of work depends on circumstances that
do not only relate to the content of the benchmarking exercise (political priorities, financial
situation, problem solving, attitude against EU railway policy). Consultant/Research/Expert
Team members have tried to create an open invitation policy, whilst emphasising that ‘signing
up’ means more then attendance of meetings and provision or analysis of data. A benchmarking
exercise only can survive with active input from stakeholders, whether they are authorities or
operators. The Consultant/Research/Expert Team members have had the task of guiding
participants through the benchmarking exercise and facilitating the exchange of information.
Organisation in practice
The pragmatic approach was to establish two different subgroups: one of Authority
representatives and the other consisting of the operators. Within these groups analyses took
place and the results were presented to the plenary group.
It must be re-emphasised that the methodology chosen has been supported by guidelines and
recommendations provided by the BEST project. A benchmarking guide and a Performance
assessment guide written within the BOB project have been specifically used to support and
measure the efficiency of the process from the view of the participants.
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A chronological overview of participation in the Exercise is provided in a table at the end of this
paragraph:
Participants
Authorities and operators working together in the same nation (region) were:
•

Norwegian Railways (NSB) and MOT in Norway; (National Case);

•

Dutch Railways (NSR) and Netherlands MOT; (National Case)

•

ScotRail and Strathclyde PTE (Regional Case).

From these three pairs at least one participant attended the start-up meeting in March 2001.
During the summer of 2001 they decided to work together on the draft paper at a meeting with
the team leader. The outline work programme contained subjects representing actual situations
and the time spent was considered valuable to all participants. All three countries have been
very active in the process, both within the Authorities and the Operators group.
This initial group was followed by:
•

Hungarian Railways (MAV) and MOT;

•

Polish Railways (PKP) and MOT;

•

Finnish Railways (VR) and Helsinki Metropolitan Area Authority (Regional Case).

The consortium approached these participants after the start-up meeting. Poland was already
represented in the consortium, and Hungary was approached actively in order to have an
additional team member from an accession country. Finland was represented at the BEST
conferences; the choice of the Helsinki area was proposed by the BOB team in order to involve
a ‘regional authority’ position within the project.
Due to railway restructuring preoccupations in Poland their participation remained limited. The
Hungarian participants responded to most surveys and participated in the official meetings.
Finland became an active member in the operators subgroup.
In the summer of 2001 the BOB team approached Denmark; however at that moment they
decided not to participate. After changes in senior posts at DSB in early 2002, Denmark decided
to participate.
Kyushu Railways (Japan) was present in the start-up meeting. KR had been active in a previous
benchmarking exercise with the Dutch Railways. Their participation was two-fold: on the one
hand they wanted to learn from the differences between Europe and Japan, especially in the
fields of institutional separation and the relationships with the authorities and on the other hand
they were also happy to provide material to provide a firm the benchmark in punctuality
reflecting their excellent performance.

14
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Other operators that joined during the course of the project
•

OBB (Austria)

•

SBB (Switzerland)

•

Banverket (Sweden)

Their prime interest appeared to be the topic of ‘punctuality’.
Another authority that joined during the course of the project
•

Ministry of Transport (Germany)

The membership has a specific background. During the starting phase of the project it was
decided not to allow participation from authorities without accompanying operators. Therefore a
German request for participation was rejected in 2001. Later on, in summer 2002, once the
authorities group was working independently to a degree from operators, a new request for
participation was accepted.
Observers
4 parties decided to adopt observer status rather than full participation
•

Belgium Railways (SNCB) and Belgium MOT;

•

French Railways (SNCF) and Ile de France STIF (regional case);

France and Belgium were present at the start-up meeting and started participation. However, for
reasons of workload and confidentiality of information; they requested their status to be
changed to that of observers.
The observers were not permitted to share the data made available within the framework of the
project (see table below on confidentiality).
Being neither an authority nor a National Operator the role of UIC (Organisations of Operators)
was that of an Observer.
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Chronological overview of the participating countries
Brussels Utrecht, Brussels, Oslo,
October January March
March
2002
2002
2001
2001
Country
Operator/ Kick-off
authority Meeting
The Netherlands O&A
Norway
O&A
Scotland
O&A
Japan
O
France
O&A
Belgium
O&A
Finland
O&A
Hungary
O&A
Poland
O&A
Austria
O
Switzerland
O
Sweden
O
Denmark
O&A
Germany
A
Table3.1

Brussels, Brussels,
November
June
2002
2002
Final
Meeting

Member
Observer
Confidentiality
A confidentiality protocol has been agreed among participating partners. (see Annex D.) Over
an above the full participants the category of observers has been created. The role of observers
is that they may provide data, depending on the case (and receive reports based on that), but are
not part of the core team. The other part of the agreements specified that the operators group be
allowed to produce working documents based on surveys with data access only for those who
filled in these surveys; other participants had access to this material in a less detailed form.
3.6

Reasons for participation

Rail participants answered 4 self-assessment questionnaires at different, prominent steps during
the benchmarking exercise: Planning, Analysis, Integration, and Action. Some of the key
answers given by some of them could be summarised as follows (this information is included
upon specific EC request and indicates the reason of the participants to participate in this
benchmarking process):

16
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When requested about potential benefits of participating in the project:
Japan rail operator “It is the opportunity to find out another solution from our way of
thinking”.
ScotRail railways: “the potential benefit is to learn from other Operators and identify and
implement best practices. Another benefit is to develop a greater understanding of
benchmarking, which can then be used to improve other processes that will improve
performance. Another potential benefit is learning how to measure business operations
against goals best”.
Dutch Railways: “Better contract (more realistic) with the government. Better understanding of
importance of punctuality and the priority it should get”.
Strathclyde Passenger Transport: “Benchmarking practices, Good practice examples, Funding
mechanisms, networking with suburban rail operators and PTAs”
Main difficulties ANTICIPATED were:
Dutch Ministry of Transport: “The short duration of the project and the lack of willingness to
provide the much-needed data. The project team has to take a lead: to take the initiative to coordinate: to undertake the hard work of assembling, collating and analyzing the data: and to
prepare a robust report”.
Austrian Railways: “Different methods of measuring. Different priorities, so that results
might be incomparable”
Hungarian Ministry of Transport: “Lack of reliable and comparable data”.
Norwegian Ministry of Transport: “One of the main challenges, if not the main challenge, in
this project will be to level out the differences in contractual performance that is due to
external factors and general framework conditions, in order to reliably approach and identify
the best practices that is related to factors that is within the scope of the PSO-contracts”
Norwegian railways: “ To get commitment from participants to join this fully.
ScotRail gave a very interesting answer regarding why they considered the concept of
continuous improvement essential in benchmarking:
“If benchmarks are established and are easily achieved, then there is no benefit from the
process, other than offering a “feel good” factor when comparing your company with others.
If benchmarking demonstrates the gaps to achieve objectives and goals, and then drives
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strategy, policy or process change to close the gaps, then the performance of the company
improves. Once those objectives and goals are reached, fresh objectives must be set to sustain
the improvement”.
When asking participants if they could recommend ways in which to increase the value of the
BOB initiative:
ScotRail Railways: “Smaller working groups with a narrower scope and clearly defined
objectives would allow more focus on the topics considered to be most appropriate and of the
greatest priority to those involved”
Dutch Ministry of Transport: “More publicity in the specialists ’journals and other
publications”
Hungarian railways: “Dissemination activities in several countries and control benchmarking
(1, 2 or more years later) to see what has happened”.
Finnish railways (VR): “Send letter(s) to top management level of the participating operators,
authorities etc. And tell how the work is going on and so on…..
When talking about Site visits:
Dutch Ministry of Transport: “Site visits provide an opportunity to get acquainted with the
actual working and physical environments. Furthermore, it provides an opportunity to put
direct questions to those in charge of the projects and have an interactive discussion on the
major issues in hand”.
Austrian railways: “Indicators only show the results of an activity. To see why and how it was
done and if the surrounding circumstances can be compared to the ones you have to deal
with, these site visits are very helpful”.
Dutch railways: “Better understanding of other (non or part benchmarking) activities at other
railways. Useful contacts, practical results of policies”
Strathclyde Passenger Transport: “Important to have the opportunity to speak with colleagues
in the project and get behind some of the answers and discuss the differences and challenges
facing other authorities”.
Main difficulties they could encounter when implementing changes in their organization:

18
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Strathclyde Passenger Transport: “Getting colleagues to acknowledge the role of the European
dimension and the role of the EC and EU generally when they focus in on local issues and
cannot engage with wider policy matters which are not in their work briefs though perhaps
they could have some professional knowledge of. Will require discussion and debate
internally first with rail franchise colleagues”.
Finnish railways (VR): “At the moment lacking resources”
Dutch Ministry of Transport: “There will always be some kind of doubts regarding the need to
implement changes. The organisation needs to explain the underlying reasons and consult
the different stake-holders at an early stage regarding the process itself and the expected
outcomes at different reference points in the action plan”.
Hungarian Railways: Lack of competencies and interest.
Japanese railways: “When the results of the benchmarking to our company are the better
among the railways in the benchmarking, they will not set the target brought from the result”.
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4

BENCHMARK OF THE INSTITUTIONAL SET-UP

It may be more appropriate to name this chapter ‘analysis’ rather than ‘benchmarking’ of
institutional set-up. For the institutional set-up of railway passenger transport services no clear
benchmark – in terms of best practice – can be determined, neither from practice (a country with
a fully appreciated set-up), nor from theory. Moreover, one cannot ignore the fact that effective
policymaking depends fundamentally on the national and regional settings and framework
conditions in different countries. Although a common framework of rules is agreed upon in the
EU, national and regional circumstances differ too much for easy identification of one single
best practice. Time, rigorous analyses, and continuous efforts would be needed to specify the
lessons learnt and to identify good practices for other countries in similar situations2.
However, when we regard benchmarking as ‘a learning process based on comparative analysis’,
then this chapter clearly reports on a successful benchmarking exercise of institutional set-ups.
It is useful to analyse institutional set-up for two reasons:
•

The analysis itself is useful in order to see how EU legislation is implemented and
under circumstances ‘best practices’ may be filtered out (e.g. formulation of a contract,
ownership structures) that can be discussed and eventually transferred to other settings

•

The analysis itself is a prerequisite for benchmarking of performance criteria (if you
compare e.g. punctuality statistics between two countries you need a minimum of
background information regarding the institutional settings in these countries)

A description of the institutional framework provides us with the basis of the relations between
operators, authorities, and infrastructure providers. Understanding their relations gives us the
basis for drawing the conclusions in the final chapters.
This chapter starts with an outline of the legal and institutional relations in the participating
countries’ followed by an assessment of policy objectives (‘policy benchmarking). In each of
the sections a number of indicators for benchmarking is presented and analysed. In a final
section some integrated (on the basis of both institutional relations and policy benchmarking)
‘lessons learned’ are presented. We focused mainly on the following countries:
1. Finland (FI)
2. Hungary (HU)
3. Japan (JP)
4. The Netherlands (NL)
5. Norway (NO)
6. Strathclyde Passenger Transport (SPT) for the United Kingdom (UK)
2

The just started EC-funded ERAIL project (European Railways’ Administration, Institutions and
Legislation) will provide an in depth survey about implementing EC Directive. The first results of this
project are foreseen in December 2003
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These authorities/operators were willing to contribute to all components of the project. In some
cases information was also obtained from France, Switzerland and Denmark. Depending on the
topics addressed, this material has been included as well.
The information presented in this chapter is, apart from general sources (policy papers, etc.),
based upon dedicated questionnaires that were circulated among BOB participants. The first
questionnaire, which focused on the relationship between operators and authorities, was
circulated in July 20013. A second questionnaire (February 2002) sought for information
concerning the relationships between operators, authorities, and infrastructure managers4. These
questionnaires are combined in two working documents:
BOB – Working document ‘Relation Authority – Rail Operator (October 2002)
In the Annex B this document is attached. This document has not been updated; the situation
described may be not valid anymore, even at the time of publication of this final report. (The
only exception is the Dutch description, which has been updated in March 2003.) The section on
policy benchmarking draws to some degree also on a presentation by the BOB/BEST team at
the European Transport Conference in 20025.
4.1

Legal and institutional framework

This section describes the institutional relations between operators, authority and infrastructure
providers. We clarify the allocation of responsibilities and degree of formal cooperation
between these actors. While the relationship between authorities and operators (B in the figure)
is the main topic for the BOB project, it cannot be seen independently from the two other
relationships A and C, i.e. involving the third agent, the infrastructure provider.
The relationships A, B and C are treated in separate paragraphs below. For each of these
relationships we will go into more detail regarding some indicators that we consider to be
illustrative for the institutional setting.

3

Questionnaire: Services of general interest in conventional rail passenger transport
Questionnaire: Institutional organisation
5
Fearnley, N., Gordon, L. and de Vlieger, J.J.T. (2002) Benchmarking transport policy: the use of
benchmarking in effectively developing and implementing transport policy. Paper presented at the
European Transport Conference (AET), 2002 in Cambridge, UK
4
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Figure 4.1

Relationship Authority, Infrastructure, and Operation.
Authority

A

B

Infrastructure

Operation
C

4.1.1

Operators ↔ Infrastructure providers

Table 4.1 presents a summary of the findings concerning the relationship between operations
and infrastructure. The EC Directive 91/440 as amended by 2001/12 provides a framework in
the relationship between operations and infrastructure. In directive 2001/12/EC (art 6.3) it is
required to have independence of the essential functions of charging and allocation.
“..Member States shall take the measures necessary to ensure that the functions determining
equitable and non-discriminatory access to infrastructure, listed in Annex II, are entrusted to
bodies or firms that do not themselves provide any rail transport services. Regardless of the
organisational structures, this objective must be shown to have been achieved. Member States
may, however, assign to railway undertakings or any other body the collecting of the charges
and the responsibility for managing the railway infrastructure, such as investment, maintenance
and funding..”
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Table 4.1

Relationships railway operator (OP) and infrastructure provider (IP).

Organisational relationship railway operator
and infrastructure provider
Separate entities, the IP is an administrative
body, the OP is a limited company.

Cooperation between OP and IP on investment
and strategic decisions
The OP has a member in the board of directors of
the IP. Otherwise not formalised.

HU

Same company, separate accounts.

A separate department within MAV, Department
for development, is responsible for coordinating IP
and OP proposals.

JP

Integrated (Passenger), Freight is a separate OP
using KRC as an IP.

Integrated.

NL

As of January 2003, the three task organisations
with responsibilities for the rail infrastructure,
capacity planning and traffic management have
merged together to form a separate company
ProRail. ProRail provides capacity requested by
train operators depending on the infrastructure
capacity. Freight operations are totally
independent of NSR.

For core rail networks, there is a triangular
organisational set-up with the MoT, NSR and
ProRail

UK

Separate entities, both private.

Contracts on access and access charging
negotiated

NO

Separate entities, the IP is an administrative
body, the OP is a limited company.

Formalized regular top-level meetings between the
director for the IP and the director for the OP.

FIN

The overview does not show a single trend. The relations differ from full vertical integration
(Japan) to full separation (e.g. UK).
In Japan, Kyushu has an integrated company structure, whereas Hungary and the Netherlands
are in a transitional phase where the integrated company is separated. In the Netherlands the
infrastructure responsibilities were divided between three companies within the NSR, but these
will be merged in January 2003. Finland and Norway have adopted the same general structure
of separation with the operator being a limited company, and the infrastructure provider an
administrative body subordinate the MOT.
In the Netherlands arrangements have been agreed to make it possible for the rail operator to
reclaim some of the costs from the infrastructure providers arising from the compensation
arrangements made with passengers due to delays. The arrangement is that the sum of agreed
refunding will be shared equally (50/50) between the operator and the State. Effectively, NSR
will receive only the half of the amount from the infrastructure provider to finance passenger’s
compensation claims. The practice that NSR would refund passengers for delays over 30
minutes or more is based on an agreement reached between NSR and the MoT is included in the
performance agreement.
With the collapse of Railtrack as a commercial organisation in the UK, the authority changed
the infrastructure provider into a ‘non profit’ organisation.
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The EC 91/440 as amended by 2001/12 has been implemented, or is in the process of being
implemented, in the EC member states UK, Finland and the Netherlands, and in Hungary.
Norway and Japan follow their own railway policy; although Norway will to some extent follow
up the EU railway policy.
•

Indicator: Position of the traffic control

Table 4.2 gives an overview of the institutional place of the traffic control. Independence of
traffic control from a railway undertaking may enable competition between railway
undertakings, because it improves the confidence of new railway undertakings in the neutrality
of the function of traffic control.
Table 4.2

Institutional place of the traffic control

Country

Place of traffic control

Norway

Separate organisation; subordinated to Ministry of Transport

Hungary

Within State Railways; independent organisation by 1st January 2004

Japan

Infrastructure and traffic control part of railway companies

UK
Netherlands

Railtrack, recently went bankrupt. A new company under MoT, Network Rail, took over its
tasks
ProRail, an independent company with particular responsibilities for the rail infrastructure

France

Traffic Control part of operator

Finland

Finnish Rail Administration; independent body under MOT

Switzerland

Infrastructure and traffic control part of railway companies; supervision by independent
committee
The Danish National Railway Agency; independent government corporation subordinate to
MOT;

Denmark

In some countries the traffic control function is executed by an independent organisation under
the MOT (Finland, Denmark and Norway). In other countries this responsibility belongs to the
operator (France and Switzerland).
In the UK the position of traffic control has not yet been clarified. The UK recently nationalised
this function. In the Netherlands traffic control was recently integrated yet again within ProRail
an independent company under the MoT.
•

Indicators: Priority rules in track access and traffic control and access charging

Priority rules in track access and traffic control and access charging give an indication of the
relation between the operators and the infrastructure providers. Both Directive on track access
and access charging are based on the EU Directive CD 2001/14. Herein the EC draws the
framework for setting and charging railway infrastructure charges and the allocation of railway
capacity.
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Of great importance for the operators are the costs of using the track and with which priority
they can use it. Table 4.3 below provides an overview concerning priority rules for track access
and traffic control, and access charging regimes.
Table 4.3

Priority in track access and traffic control and charging regimes.

Track access priority
1) High-speed, 2) IC and international, 3) Passenger trains with
harbour connections, 4) rush-hour
(Helsinki), 5) weekend rush,
other long distance, 6) last train
with connections, other commuter
trains, 7) night trains.
First come first served within the
context of regulated track access
arrangements
1) Limited express-trains, 2)
Commuter trains, 3) High-speed
freight trains, 4) Express trains, 5)
Other passenger trains, 6) Other
freight trains.
Freight trains and international
passenger trains have dedicated
capacity (routes and time).

Traffic control priority
1) High-speed, 2) IC and international, 3) Passenger trains with
harbour connections, 4) rush-hour
(Helsinki), 5) weekend rush, other
long distance, 6) last train with
connections, other commuter trains,
7) night trains.
Based on delivering the timetable passenger delay to be minimised

Access charging
-

1) Limited express-trains, 2)
Commuter trains, 3) High-speed
freight trains, 4) Express trains, 5)
Other passenger trains, 6) Other
freight trains.
To be revised.

Access charging only for freight trains
based on the avoidable cost rule.

NO

1) Passenger services 2) freight
services. Between passenger
services first priority is the airport
express, then PSO* services and
finally commercial services.

1) Keep trains on time, 2) passenger
trains have in general higher priority
than freight trains, 3) individual
trains may get reduced priority if
they have a significant slack vs. the
punctuality target.

HU

None at present, work in
progress.

None at present (formalised), work
in progress.

FIN

UK
JP

NL

Full cost recovery, two-part tariff.
Negotiated rates

Both passenger and freight operators pay
access charges to the IP. Charges are
based on train-km and on stops at stations,
and are set in a Memorandum of
Understanding between MoT and NSR.
Up to 2002 access charges for freight had
not come into force yet
Formally there is an access charge for
passenger services, but it is set to NOK 0.
The airport express link is charged a
train/km fee, based on total coverage of
maintenance costs. Freight trains are
charged a gross ton/km fee, which is based
on marginal costs.
No formal access charging, however an
internal accounting item «access
charging» is used to highlight how much
of OP-revenue should be used for
infrastructure maintenance.

* PSO: Public Service Obligation.
With one dominant operator using the infrastructure clear-cut rules on priority of track access
may be less important, as the dominant operator will do much of the prioritising within the
company. In a situation with several operators competing to get access to the same track, the
necessity of clear-cut rules on priority of track access may be more pronounced.
The same might be said for access charging, in a regime with more operators competing to get
access to the same track, access charging may be a useful tool to ensure optimal resource
allocation. Hereby two trends are notable; either negotiations to get access and/or more detailed
tariffs for using the track. This is clearly visible in the UK ‘negotiated rates’ and in the
Netherlands ‘tariffs on train km and stops’.
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Both for track access and traffic control priorities resemble. Generally high-speed-/expresstrains seem to have the highest priority, before commuter trains and freight trains.
The EC 2001/14 (track access and charging) is implemented in the UK, Norway, and the
Netherlands; although in the Netherlands the tariff is set at zero. In Finland track charging has
not been implemented yet. Hungary is transforming its railway system up to European
standards. Japan has its own policy.
4.1.2

Authorities ↔ Infrastructure Providers

Although almost all infrastructure providers are either state agencies or 100% state owned, there
is considerable variation in the central governments' powers to influence infrastructure
providers.
•

Indicator: Funding of infrastructure

The relation between the authorities and the infrastructure providers is clearly visible in the
sources of funding infrastructure; as these are the main costs/investments of the infrastructure
providers. Table 4.4 provides an overview of the sources of funding for infrastructure operations
and for investments, respectively.
Table 4.4

Sources of funding for infrastructure operation / investment
Central
Government

Local
Government

Operating
revenues

Other

Infrastructure (operation/
investment)
Finland

- / 100%

- / 0%

- / 0%

- / 0%

Hungary (2002)

- / 69%

-/-

- / 9%

- / 22%

n.a.

n.a.

n.a.

n.a.

100% / 100%

0% / 0%

0% / 0%

0% / 0%

84% / 98%

- / 0.4%

9% / -

7% / 2%

n/a

n/a

n/a

N/a

Japan
The Netherlands (2001)
Norway (2001)
UK

Comments:
HU: "Other funding" of infrastructure is mostly EU-funds (Phare)
NL: NL has introduced fees for using the infrastructure, applicable from 2000.
NO: Funding of infrastructure reflects gross expenditure, i.e. including commercial engagements
(included in the «Other» funding of infrastructure operations).

Regarding major infrastructure investments, the State takes the decisions in the Netherlands
(new investments, and with requirement of "an active dialogue and close cooperation" with the
operator), Finland, Norway, and Hungary. In Japan the authorities approve the infrastructure
provider's business plan only. There are, just after the collapse of Railtrack and the founding of
a ‘not for profit’ company, no figures available for the UK.
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•

Indicator: Responsibilities of the infrastructure provider

The relation between the authority and the infrastructure provider is also clearly visible when
showing the responsibility of the providers. The responsibility is given to the providers by the
authority.
Table 4.5

Infrastructure provider's responsibilities (+ means infrastructure provider's
responsibility; – means not)
Finland

The
Hungary Japan
Netherlands
Partly
Partly (with – (Rail
+
(with VR)
NSR)
operator)
– (Rail
+
+*
+
operator)

Stations
Traffic control
Track allocation
Infra.
Investments
Infra.
Maintenance
*

Norway

UK

Partly
(with NSB)

+ but operated by
TOCs

+

+

+

+

+

+

+

+

+

+

+

+

+

+ and TOC, central and
local governments

+

+

+

+

+

+

Purchases these services from the train operator VR

The table shows, with the exception of Japan, little difference between the countries. Stations
are either partly a shared responsibility with rail operators (and, in some cases, others), or as in
Hungary, the responsibility of the railway undertaking. Note that in Norway there are plans for
transferring control of the stations from the operator to the infrastructure provider.
4.1.3

Operators ↔ Authority

The institutional framework between operator and the authority shows some more similarities in
the respective countries compared to the relations described before. The relations are regulated
in CD 91/440 as amended by 2001/12: the operator will have an independent status from the
Authority. The following table shows the key facts of the institutional framework.
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Table 4.6

Institutional framework

Country
Norway
Hungary

Authority
MOT
MOT

Operator
Ownership
NSB BA, limited liability company 100% state owned
- Hungarian State Railways Co.
100% state owned
-Gyor-Sopron-Ebenfurth Railways

Japan

MOT

- 6 JR Companies (62%)

UK
The Netherlands

DTLR
MOT
Provincial Goverment

- JR Kyushu
- Private companies (38%)
-25 passenger rail companies
- Dutch Railways
Syntus and Noord-Ned

France

- MOT
- STIF (Ile-de France)
- MOT

Finland
Switzerland

Denmark

SNCF
RATP (Ile-de-France)
VR Ltd; independent joint-stock
company
- Federal Office of Transport - Federal Railways (SBB), public
limited company (87% market
share)
- Several small private companies
- MOT

- Danish National Railway (DSB)

- Development Council of
Greater Copenhagen (HUR)
- Other local authorities

- Private Rails (13 local rail
companies)

61% Hungary
33% Austria
6% private entities
up to 68% privately
owned
100% state owned
100% privately owned
100% privately owned
100% state owned
Joint ventures of Private &
public companies
Public company
Public company
100% state owned
100% state owned
often majority of shares in
public hands
100% state owned
independent public
corporation
100% state owned
independent public
corporation
50% state owned &
50% owned by local/
regional authorities

In all countries the Ministry of Transport is responsible for the general policy and legal
framework. The national railway operator is a 100% state owned company, with some influence
from the Ministry of Transport (e.g. as a shareholder). Contracts for passenger rail services are
concluded between the Ministry of Transport and the railway company and in some cases also
between the company and regional or local governments. For example Ile-de-France and
Helsinki have separate rail service contracts.
In Denmark there is a similar trend on regional level. This became visible with the transfer of
the responsibility of 13 private local rail companies from the Ministry of Transport to the
regional authorities of Greater Copenhagen in 1 January 2001.
All operators in the EC are separated from the Authority conform the European Directive
91/440. The amendment has not been implemented in France and Hungary yet.
•

Indicator: Funding of train operations

The position of the operators is also indicated through the depending position of the operator
towards funding. Funding passenger operators is regulated by the EC1191/69 amended by
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EC1893/91. Table 4.7 provides an overview of the sources of funding for Passenger Service
Obligation (PSO) services and investments.
Table 4.7

Sources of funding for PSO operations / rolling stock investment
Central
Government

Local
Government

Operating
revenue

Other

PSO (operation / rolling stock
investment)
Finland

12% / 0%

0% / 0%

88% / 100%

0% / 0%

Hungary (2002)

53% / 3%

0% / 0%

33% / 7%

15% / 90%

n.a.

n.a.

n.a.

n.a.

~0% / ~0%

minor / minor

100% / 100%

-/-

55% / -

1% / -

n/a

n/a

Japan
The Netherlands (2001)
Norway (2001)

44% / -

UK

n/a

n/a

Comments:

FI: Financing of investment in rolling stock is handled entirely by the operator and is not
included either implicitly or explicitly in the PSO-compensation.
HU: "Other" funding of PSO reflects loans partly guaranteed by the government.
NL: Some minor funding of local/regional services from local government exists. Funding train
operations includes train investment
NO: Some local funding of PSO services exists but is not specified, no distinction is made in the
PSO contract between operations and investment.
UK: Most TOCs receive subsidies. In metropolitan areas the PTEs fund some services.
ROSCOs receive no direct subsidies.
In the Netherlands the bonus-malus arrangement has been suspended since the beginning of
2002. After poor performance results by NSR at the end of 2001, the then Minister of Transport
agreed (until further notice) the bonus-malus clause would not be in force and that the NSR
should be given the necessary breathing space to reform and improve on its service. Some
branch lines are contracted through the PSO principles. The UK system has some similarities,
although the figures are not available.
The EU Directive is in all EU countries (in the table) and Norway implemented using Public
Service Contracts. In Hungary the loans to the operator are not allowed according to the EU
Directive.
4.2

Policy benchmarking

Authorities need and seek tools to help them formulate, implement, and evaluate policies. It is
clear that benchmarking is one of the tools that can play a valuable role in providing this
support. The added value of benchmarking in policy areas, if properly applied, is as significant
as in non-policy areas where benchmarking has already proven its full potential. The basic
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principles of benchmarking are the same when applied in any topic or sector, and there is no
obvious reason why transport policy requires a different methodological approach. However,
transport is a complex sector, and this complexity requires a less quantitative approach, which
involves a qualitative assessment of policy and performance in addition to quantitative
measures.
It is essential when policy benchmarking to clearly define the specific aspect of policy to be
benchmarked. Evidently, the terms ‘policy’ and ‘institutional set-up’ cover many different
activities and as with any benchmarking exercise, a specific topic for benchmarking must be
identified.
The degree of similarity in objectives of the policies investigated reduces the complexity of the
exercise. However, policy objectives and circumstances, and therefore policy priorities, differ
between countries. This is of crucial importance when trying to identify ‘best in class’ policies.
Even when objectives of participating countries or regions are similar, the complexity of
external conditions makes it difficult to foresee the impact of policy measures in another
context. The direct involvement of participants from all participating countries has enabled a
better understanding of these factors so that they could properly be taken into account.
The overview in Table 4.8 presents the policy objectives as reported by the authorities. In some
cases this information is incomplete because of changing circumstances or because there are no
clear policy objectives formulated. A general distinction can be made between social targets
(minimum service level, efficiency) and targets aiming at changing the modal split in favour of
public transport.
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Table 4.8

Policy objectives by country

Country

•

Policy objectives

Denmark

•

Finland

•
•

Japan

•
•
•
•
•
•
•

Norway

•
•

Make the railway transport more attractive and integrated part of the total transport
pattern both in Denmark and internationally
Intensify the competition in rail passenger transport
Social function: guaranteeing access to safe and reasonably priced high-quality
public transport
Public transport should remain a viable alternative to the private car
Cut car traffic in the region by 3%
Cut percentage of car journeys in outer suburbs to 85% of all motorised journeys
Increase public transport by 2%
Improve efficiency of public transport
Ensure appropriate basic level of services
Construction of co-ordinated, efficient and environmentally-friendly transportation
infrastructure
Liberalisation of rail sector (free competition)
Achieve real transfer of traffic from road to rail

•
•
•
•
•
•
•
•
•
•

Boost performance and efficiency of public transport
Ensure appropriate basic level of services
To maintain and improve accessibility
To enhance the attractiveness of economic centres
To optimise the use of transport infrastrucure
To safeguard traffic safety
To improve the quality of live
Continuous improvement in safety
Continuous improvement in quality
Develop markets and provide innovative customer oriented services

France / STIF

Hungary

Switzerland
The Netherlands

UK

There is a general lack of quantification and details in the policy objectives as they are stated in
the above table. That task is often left to the operators. This is nevertheless noteworthy; large
sums of money are transferred to operators and one could expect that this be accompanied by a
set of conditions. However, in some cases more specific objectives are formulated in public
service contracts.
•

Indicator: Performance indicators and incentives used in PSO contracts

Table 4.9 gives a summary of performance indicators and incentives used in PSO contracts.
This list of performance indicators shows a strong focus on input oriented performance
indicators. The most common output-oriented indicator is punctuality. In addition to
performance indicators incentives are a common instrument in contracts between authorities and
operators. Several incentives exist. A rough distinction can be made between direct and indirect
incentives. Direct incentives refer to a bonus/malus system with regard to qualitative or
quantitative performance targets. Indirect incentives result from the financing system in general,
publication of performances, customer surveys, or benchmarking systems.
The EU Directive on PSO (EC1191/69 amended by EC1893/91) does not give an outline about
performance indicators and incentives. The member states have their own competence in this
field.
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Table 4.9

Performance indicators and incentives used in PSO contracts

Country
Denmark

Performance indicators
Punctuality levels per service category in the
negotiated contracts. Customer satisfaction
surveys (twice per year). Costs comparison per
passenger km
Finland/ Helsinki Requirements on quality and quantity
quantity: minimum level defined

Incentives
Comparison of costs per passenger km.
A reduced contract payment is initiated by
DSB and accepted by MOT, as a result of
positive development.
Bonus / malus system for punctuality and for
quality of passenger services. Malus for
cancelled services.
Penalty for cancelled services. Revenues are
based on fares

Finland/national

Quantity and quality requirements

France/national

Sufficient number of seats available

France/IDF

Customer service levels, regularity, cleanliness
and information

Penalties in case production is not on agreed
level; bonus and penalty system linked to
service quality

Hungary
Japan

General PSO requirements
‘Yardstick competition’ (evaluation criteria not
known)
In the view of the internal and external
difficulties to meet the performance targets, NSR
agreed to present a Service Improvement Plan to
the MoT for formal approval once every 6
months
Frequency per line during weekdays and
weekends. Number of seats during peak hours.
Punctuality targets

No specific incentives
‘Yardstick competition’ (evaluation criteria
not known)
The Service Improvement Plan will be
reviewed in 2005, before the defenitive
concession arrangement will be formalised
for the primary rail network

Depending on contract between OP-authority.
Minimum requirements: punctuality and
reliability. Demand Limit (in fact minimum
railway services) based on infra capacity etc.
Minimum standards for stations (cleanliness,
lighting etc.)

Depends on contract OP-Authority.
Financial penalties related to targets on
queuing times at ticket offices, punctuality
and reliability. Independent customer
satisfaction surveys

Netherlands

Norway

UK

•

Net-cost compensation scheme (new
performance contract to be concluded)

Indicator: The authorities’ power to influence railway operations

When evaluating policy benchmarking we have to understand firstly the authority’s position in
influencing the railway operators. Except for the UK, being either state agencies or 100% state
owned, there is considerable variation in the central governments' powers to influence railway
operators. The authorities’ power is limited by the EU Directive EC91/440, which gives the
operator an independent status. The governments' powers to influence the railway operators are
described in Table 4.10.
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Governments' powers to influence the railway operators

Table 4.10

Appoints board of directors
Finland

Approves business plan

Through (PSO) contracts

+ (1 member)

+

The Netherlands

-

+

Hungary

+

(Approves timetable)

+

(approves board)

+

-

Norway

+

(Through PSO contract)

+

UK

-

Japan

+ (franchise contracts)

In all countries except Japan the governments use Passenger Service Obligation (PSO) contracts
as the main instrument to influence the operators. In Japan the authorities approve the board of
directors and the business plan (fare structure etc).
The authority’s role in appointing the board of directors is more diverse. In Hungary and
Norway the authority appoints the complete board, while in Finland only one and in Japan the
authority approves the board. In the UK and the Netherlands the authority has no formal role in
this process.
The EU Directive is implemented in all EU member states (in the table). In Hungary the
approval of the timetable is not conform the EU Directive. This should be included in the PSO.
4.3

Lessons learned

No best practice can be singled out when it comes to institutional organisation of the railway
sector. National and regional circumstances and objectives differ too much. None of them have
proven to be ‘leading’. The current observed organisation in the different countries is a result of
historical incidents, EU legislation, political preferences, etc. Most of the European countries we
have looked at are in a transitional stage towards institutional separation and more competition.
The UK, which has come furthest in these respects, cannot easily be judged as the role model,
i.e. because of the problems with Railtrack.
Policy objectives in relation to passenger rail services in the BOB railway countries, are
primarily concerned with social objectives (minimum service level, efficiency) and to change
the modal split in favour of public transport. In meeting these objectives the countries have
developed quite different institutional set-ups, levels of contractualisation and competitive
environments.
There is a variety of ways in which institutional relations between operators, authority and
infrastructure providers are organised. The degree of contractualisation differs substantially too.
Regarding the link between operations and infrastructure provision the relations differ from full
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vertical integration (Japan) to full separation (e.g. UK). There are also differences in the
relationship between authorities and infrastructure provider:
Although almost all infrastructure providers are either state agencies (e.g. Norway, Finland) or
100% state owned (e.g. NL, Hungary), there is considerable variation in the central
governments' powers to influence infrastructure providers. The institutional framework between
operator and authority shows more similarities across the countries. Apart from the UK, where
the operators are privately owned, and France, where the operator is a public company, all the
remaining countries have operators that are 100 percent publicly owned.
Priority rules in track access and traffic control and access charging gives an indication of the
operators’ flexibility in scheduling and operating trains. This is not a major issue in the more
integrated organisations, whilst it is of key importance in countries with separated infrastructure
and operation organisations. Nonetheless, the priorities do not differ substantially between the
countries.
Most of the EU Directives concerning railways was adapted by the participating member states
in this project. However the project did not benchmark in depth all EU railways Directive6.
Member states that have less priority in adopting the EU railway Directives were not involved
in the project.
The basic principles of benchmarking are the same when applied in any topic or sector.
However, the railway sector is complex, and this complexity requires a less quantitative
approach, which involves a qualitative assessment of policy and performance in addition to
quantitative measures.

6

For this detailed information: see the Erail project: European Railways’ administration, institutions and
legislation
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5

ANALYSES OF PERFORMANCE CRITERIA USED IN CONTRACTS

This chapter presents benchmarks on two important performance criteria that have been studied
by the Railway working group in depth: punctuality and customer satisfaction. Some
comparisons were also made of the approaches taken in various countries to passenger security
issues. The general outline of this chapter is based on an update of a paper by NS ‘Lessons from
Railway benchmarking in Europe and Japan’ September 2002, ETC Cambridge, which itself
drew heavily on the work of many members of the Railway working group.
The Railway working group, consisting of about 10 countries, carried out the benchmarking
exercise independently, but under the aegis of the EU study. As such the results presented in this
chapter are the responsibility of that working group. The group chose an accelerated approach
and has decided to continue to cooperate after the completion of this stage of its work.
5.1

Punctuality

5.1.1

Background

Punctuality was selected by the Railway working group as being the most relevant performance
criterion, both in terms of contractual relationships between authorities and operators, and
because of its importance as a quality aspect for passengers. Punctuality plays a role in almost
every contract, and in most countries punctuality is considered as the number one factor
determining railway service quality. The area studied included both comparisons of the levels of
punctuality achieved and an analysis of the reasons for delays.
5.1.2

Approach

The initial step was to circulate a survey to railways to gauge commitment to participation and
the availability of information. The results indicated that it was not realistic to expect that all
railways would wish to become active members, but with a nucleus of at least 6 comparable
countries willing to actively cooperate on an accelerated timescale and with support at Director
level the subgroup decided to start work. Other countries were able to join at a later stage. This
approach has proved effective, with an initial working group consisting of 6 European railways
and with the cooperation of JR Kyushu, the railway company on the Japanese island of Kyushu,
which is similar in size and population to the Netherlands.
There has been a high level of cooperation in the provision and analysis of information, and
several other countries did indeed decide to join the original group.
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Table 5.1 indicates the railways participating, both in and outside the EU.
Participation at March 2003

Table 5.1
Country

Railway

Austria
Denmark
Finland
Hungary
Japan (Kyushu)
Netherlands
Norway
United Kingdom
Sweden
Switzerland

ÖBB
DSB
VR
MAV
JRK
NS
NSB
Scotrail
Banverket (infra) / (SJ)
SBB

Belgium

SNCB (observer status)

Certain other railways have expressed interest at various stages but have not as yet taken an
active part in the benchmarking. They include SNCF (France), DB (Germany), TrenItalia
(Italy), and PKP (Poland). The SNCB (Belgium) has observer status, meaning that they submit
data for the analyses.
Work was concentrated on the following areas:
•

Agreeing uniform definitions and methods for collecting comparable data

•

Analysis of the causes of delays

•

Comparison of the value of targets and the effectiveness of improvement programmes

5.1.3

Indicators on the punctuality level

All railways consider punctuality to be of great if not paramount importance for passengers, and
all railways therefore collect data on their own performance. Among countries there is however
a great deal of difference in the way this information is collected, its quality and coverage, and
the extent to which it is published or made available externally. The working group has sought
to compare the available data, not only of its own members, but also of certain other countries
whose data is available.
The problems identified concerning the comparison between countries’ levels of train
punctuality are as follows:
•

38
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•

Differences in means of reporting (automatic or manual) and measurement (rounding to
whole minutes, measurement by average length of delay as at JR Kyushu)

•

Differences in definitions, e.g. treatment of cancelled trains, measurement of departure or
arrival at intermediate points or at final destinations

•

Differences in the definition of “late” (1, 3, 4, 5, 10 and 15 minutes are all in use), and
whether and how rounding to whole minutes takes place

•

Differences in the amount of recovery time in the timetable, which can affect the ease with
which trains can recover lost time

As mentioned earlier some countries were reluctant or unable to provide detailed information on
their punctuality.
In general the preferred definition of punctuality is the percentage of trains arriving at stations
within 5 minutes of the scheduled time. This is to a certain extent an arbitrary choice, since in
most cases passengers will not be greatly affected by such a short delay. The longer the distance
travelled the less relevant a short delay, and certain railways with long distance services choose
to measure on the basis of 10 minutes or even 15. Compensation, where given, is generally only
available for delays of at least 30 minutes. However, many rail journeys involve a transfer to
another train or other form of transport, and short delays can result in missed connections and
considerable delay at the destination. In general too, there is a strong correlation between the
percentage of trains delayed by 5, 10 or n minutes, such that the setting of a stringent norm or
target at the 5 minute level automatically means that delays of greater duration are covered.
Only a few railways could provide delay data for a number of discrete time intervals, such as 3,
4, 5, 10 etc minutes. An analysis of NS’ detailed data for the year 2001 was therefore carried out
to provide an indication of the relationship. Although there will be quite large differences
between countries in such relationships this method is thought to allow conversions to be made
to within ± 1% of actual punctuality. This is the basis of the formula used to correct certain
countries’ data to a common base. Figure 5.1 illustrates the results:-
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Relationship between levels of punctuality at NS

Figure 5.1

Relationships delay percentages, NS 2001
100%

100%

95%

95%

90%

90%

<10

85%

85%

80%

80%

75%

75%

70%
65%
60%

<5
Example, if 80% are <3min delayed,
then 89% are <5mins delayed

<4

70%
65%
60%

<3

55%

55%

<2
50%

50%

Explanation of the example:
Choose your punctuality level due to your definition of punctuality; (in the example 80% at 3
minutes). By drawing a vertical line you can see what your level is if you change your
definition; (98% at 5 minutes).
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Table 5.2 illustrates the approaches taken to tackle the definitional issues encountered.
Table 5.2

Definitions of punctuality measurements

Issue

Approach and solution

Geography and train service
pattern

Where possible data has been collected for “Long distance” and “Local” services.
International trains have been excluded. A total figure has been achieved by an average of
long distance and local trains, weighted by the number of trains. There has been no
correction for factors such as frequency, levels of track capacity utilisation or the influence
of other operators.

Method of reporting

In most cases punctuality is measured, at least partially, automatically via the signalling
system, but corrections are needed to determine the exact arrival time at stations.

Definition of “late”

Data has been collected for 5 minutes, and where not available, estimated from data on
other degrees of lateness, e.g. 3 minutes. The estimates to correct for lack of data at the 5
minute level have been based on the analysis the relationship between various levels of
punctuality as illustrated in Figure 1.1.

Cancellations

In general only trains that actually ran are included in the punctuality data. No correction
has been made for the level of cancellations, because these have not been available.

Terminal or
measurement

intermediate The standard method is to measure only at terminal stations of a train’s journey. No
correction has been made for those countries that collect data on intermediate points as well
as terminal stations. Based on DSB, ÖBB and NS experience the effect appears to be
marginal.

Rounding of measurements

A number of countries round measured punctuality to the nearest full minute, some even
rounding down whole minutes. A system of correction for this quite significant effect has
been created based on the analysis of punctuality as illustrated in Figure 1.1.

Connections

Journeys on certain railways require relatively many changes of train, such that poor
punctuality may mean missed connections. No data on this has been collected, and no
corrections were made.

The results, based on an analysis where possible from 1997, (to avoid the effects of short term
fluctuations), indicate that there is a significant difference in the levels of punctuality between
railways. A small leading group achieves levels approaching or better than 95%, i.e. only one
train in 20 with a delay on arrival of 5 minutes or more. Most railways achieve ± 90%, and a
few are significantly lower than this. Figures 5.2 – 5.4 indicate the current range of punctuality
levels.
Figure 5.2 gives the average punctuality over the years 1999 – 2002 for “all trains”; in the case
of the Railway working group members weighted averages of local and long distance trains. (In
the case of the additional railways their punctuality is shown hatched to indicate that the
information has not been corrected to the same basis, and may possibly be too positive. The data
for the United Kingdom are based on SRA figures. They exclude “Long distance” and “High
Speed” train operating companies, whose punctuality at the 5 minute level is considerably
poorer than that for the London and South East and Regional operators illustrated here. The
published “PPM” (Public Performance Measure) figures are lower for these operators than the
figures shown here because cancelled trains are allowed for. (See further table 5.3).
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Comparison of punctuality levels, all trains7

Figure 5.2

Punctuality 1999 - 2002, all trains
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UK data greatly affected by the extreme measures taken by the infrastructure provider Railtrack after the Hatfield rail
accident of October 2000.

7

The data from Renfe, SNCF and BD come from publications
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Figure 5.3 gives for the Railway working group railways that have relevant measurements the
punctuality by local and long distance trains separately. A figure for DB regional trains is
included.
Comparison of punctuality levels, local and long distance trains8

Figure 5.3

Punctuality 1999 - 2002,
local and long distance trains
99.0

VR
96.6

MAV
94.4

DSB

93.8

OEBB

Local trains

93.1

NSB
SJ
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88.9
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88.7
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82.1
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80.6
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80.1
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Figure 5.4 gives the annual punctuality data for each country, where available from 1997
onwards.
Order of graph: OEBB, DSB, VR, MAV, JRK, NS, NSB, SJ, SBB, SNCB; Renfe, SNCF, DB,
GB. (The last four are not completely comparable with the Working group countries).

8

The data from DB comes from publications

R20020166.doc
29 August 2003

43

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

Figure 5.4 Comparison of Punctuality levels, all trains, 1997 - 2002
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To avoid misunderstanding and possible misuse of these data, which in many cases differ from
the standard published data, it is important to be aware of the definitions used and corrections
applied. Table 5.3 lists these.
Table 5.3
Basis for data used for Railway working group members, and non Railway
working group member for which (partial) data is available
Country
Austria

Railway
ÖBB

All trains
Weighting 82% local, 18%
long distance. Data for 1999
is not available.

Denmark

DSB

Weighting 81 - 85% local, 19
- 15% long distance.

Finland

VR

Hungary

MAV

Japan
(Kyushu)
Netherlands

JRK

Weighting 83% local, 17%
Measured at both 3 and 5
long distance.
mins, (Helsinki suburbans)
Weighting 81% local, 19%
Corrected for measurement to
long distance
5 mins 59
Calculated from JRK data on average delays

NS

Norway

NSB

United
Kingdom
Sweden

Scotrail

Switzerland
Belgium

Banverket
(infra) / (SJ)
SBB
SNCB*

Spain

Renfe**

France
Germany
United
Kingdom

SNCF**
DB**
Various
TOC’s**

Local trains
Peak hour trains measured at
3 minutes. Correction for
measurement to 3 mins 30
secs (ÖBB formula)
Corrected for measurement to
5 mins 30 secs

Long distance trains
Measured at 5 minutes.
Correction for
measurement to 3 mins 30
secs (ÖBB formula)
Corrected for
measurement to 5 mins 30
secs
Corrected for
measurement to 5 mins 59

Measured at main stations of route, not just terminal stations. Little difference between
“local” and “long distance” trains
Weighting 76% local, 24%
Corrected from 3 minutes
Includes IC trains
long distance.
corrected from 3 mins
Slight discrepancies in early years due to conversion from weekly to monthly reporting
periods
Weighting 80% local, 20%
Corrected for measurement to Corrected for
long distance
5 mins 30
measurement to 5 mins 30
Based on data for 4 minutes, which cover up to 4 mins 59 secs
Estimated weighting 75%
Corrected for measurement to Corrected for
local, 25% long distance
5 mins 30 secs
measurement to 5 mins 30
secs
Regional train services only; no information on measurement basis received, or data for
2002. No corrections for possible positive bias in data.
Data refers to Ile de France services. Data for 2001 and 2002 estimated.
Regional trains. Corrected for measurement to 5 mins 30 secs.
Data for all non “Long distance” and “high speed” train companies. (Scotrail is included).
Figures based on SRA data with positive correction for cancelled trains.

* Observer status ** Non Railway working group members
Except in the case of the ÖBB the corrections to the 5 minute basis were based on the “NS
formula” as illustrated in Figure 5.1.
5.1.4

Indicators of the causes of delays

There is great diversity in the availability and quality of information on causes of delay, since
the breakdown used by railways is not standardised. The group agreed that the best measure was
one of “train delay minutes” in order to weight the differing effects of the various delay causes,
using a limited number of categories as the lowest common denominator, (see table 5.4).
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A further unresolved problem concerns the allocation of delays to “primary” or “secondary”
causes. The greater the train frequency or utilisation level of track capacity, the greater the share
of secondary delays in the total, and the more difficult it is to allocate delays by cause
accurately. The working group decided to base the data on causes of delays on primary ones
only; where possible secondary delays are reclassified under the appropriate primary cause.
In general it may be said that no railway is happy with the way such data are collected and
categorised. When the data are used in contractual arrangements, as is the case in Finland or
Belgium for example, such dissatisfaction may have significant consequences.
Table 5.4

Categories of delays

Categories of delays
Infrastructure
Infrastructure failures
Infrastructure maintenance (planned)

Description
Signalling, telecom, power supply, track, staff, other etc
Planning and execution of construction, renewal and maintenance; speed
restrictions etc

Other infrastructure
Operations
Commercial and Schedule related
Rolling stock

Delays related to passenger or staff causes, such as exceeding stopping times,
unscheduled stops etc
Shortage and failures of rolling stock

External causes
Weather
Other, third parties

Includes other operators, accidents

Looking at the 3 main causes over all the railways for which data is available the approximate
breakdown is as follows:

Infrastructure related
Operations related
Third party, unexplained

6 railways
± 43%
± 41%
± 16%

JR Kyushu
± 30%
± 63%
± 7%

The spread of results is however large and the reliability of this information is not very high.
The figures for JR Kyushu must be interpreted in the light of their very low absolute level of
delays; in July 2002 (generally the month with the most delays as a result of heavy summer
rainfall) 25 of the days achieved a punctuality of 98% or more at 5 minutes. JR Kyushu has
reduced the delays caused by factors under its own control to very low levels. Of the total delay
minutes (itself very small) only 1% was due to rolling stock problems and less than 1% due to
staff. Equally, the infrastructure, also under JR Kyushu’s control, is only rarely the direct cause
of delays, (such as failures of the signalling systems or points). See further under 5.1.7.
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5.1.5

Punctuality – targets and programmes for improvement

Certain railways have contractual arrangements, mainly with central or local governments, for
target levels of punctuality, some accompanied by a system of bonuses and penalties. Every
railway has an ongoing programme for punctuality improvement to, or maintenance at, levels
set either by passenger satisfaction scores, pressure from consumer groups or government, or on
the basis of targets set by management. About half of the railways in the survey have
contractual targets for punctuality, mostly with a penalty system, and somewhat less than half of
them operate a passenger compensation scheme for delays.
5.1.6

Identifying the benchmark

The following benchmarks for the level of punctuality have been identified:
•
•

JR Kyushu, for its consistently high level of punctuality
VR (Finland), because of the implementation of a successful plan to improve punctuality

5.1.7

Benchmark 1: Punctuality in Japan (JR Kyushu)

JRK has been identified as being the operator within the Railway working group with the best
punctuality. The railway of Kyushu has for some years had a co-operative relationship with the
Dutch Railways (NS) because its area and population are very similar to that of the Netherlands
and its railway network in many ways comparable. For a detailed comparison see the paper
“Cooperative Benchmarking between the Dutch and Japanese railways” by Donald Hatch in
JRTR, July 2000 (www.jrtr.net).
Punctuality in Japan is generally at a very high level, and with around 98% of trains arriving
within 5 minutes of schedule JRK is no exception. The question arises, what are the reasons for
such consistently high levels of punctuality and can they be applied in Europe?
It is often argued that cultural differences are the main reason for the high performance levels,
and that they cannot be replicated in Europe. Such differences are indeed real, (although
declining over time); passengers are disciplined in behaviour, particularly when boarding or
alighting from overcrowded trains, aggression and vandalism are at low levels, and staff have a
strong work ethos, reflected in a high level of attention to quality and to working practices.
However, the cultural differences are only part of the story. Given the dependence in Japan on
rail transport, the regular overcrowding in peak hours and the limited capacity on most of the
network, a high level of punctuality is crucial. Management attention has therefore focussed on
eliminating causes of dis-punctuality, such that as those mentioned in 5.1.4. Most delays are a
result of factors outside the railways’ control, such as bad weather, earthquakes and landslides,
suicides and level crossing accidents. But even in these cases systems are in place to restore
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punctual services rapidly; for example train services usually restart in less than an hour after a
suicide, whereas in Europe many countries take considerably longer.
The continued belief in Japan in the value of retaining vertical integration between the
infrastructure provider, capacity allocation, traffic control and operations makes the planning
and control process easier compared to the situation in those European countries where
infrastructure and operations have been separated. The decline in punctuality experienced in
certain countries as a result of such separation have therefore been avoided in Japan. However,
other factors are of equal or greater importance, since even before the European policy was
implemented Japan’s punctuality was considerably better.
•

The rolling stock is far more reliable than in Europe; failures in services are rare. This is not
achieved by reliance on modern techniques such as computer chips or systems, but more by
simple tried and tested robust systems, preventative replacement of parts, double or triple
back-ups systems, and better checks and controls

•

The infrastructure is likewise simple and robust, with preventative maintenance of
vulnerable aspects such as signals and points. Maintenance is mainly carried out in nontraffic hours and is finished punctually

•

Staff is exceptionally service (if not market-) oriented, rarely absent for any reason and
considers punctuality as of major importance. Drivers consider not running to time a
personal failure

•

The network and timetable are designed to make optimum use of the capacity, and because
of the high level of reliability timetable constructions involving passing loops, overtaking
and intensive traffic on single-track sections are common. Such timetabling would be
unacceptably vulnerable to delays in the European context.

•

Train services are designed with relatively little through running between lines. Staff and
rolling stock remain on the same services so that delays on one line are not transferred to
another. This means that passengers have to change trains more frequently but this is
regarded as acceptable given the high level of reliability of such changes

When delays do occur management pays attention to the lessons that can be learnt for the future
by examining the causes in detail.
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The JR’s have produced a short video entitled “Why do Japanese trains run on time?”
illustrating these points:
•

Working to the second

•

Good planning as a basis

•

Responsibility of drivers and station staff for punctual operations

•

Motivation and training of new staff

•

Retraining of existing staff (all drivers have a monthly training specifically on punctuality
and every two years training on a simulator)

•

Discipline of passengers, and the importance of publicity campaigns to maintain this

•

High standards for track and rolling stock maintenance

•

Supervision systems for operations including good communication with drivers

5.1.8

Benchmark 2: punctuality improvement schema Finland

The punctuality of Finland’s long distance and Intercity trains declined markedly in the period

1991 - 1998, but not on the Helsinki suburban network. Track maintenance work and its
accompanying speed restrictions and increased signal failures were the main causes, (accounting
in all for 80% of the delays measured by train-minutes). In 1999 the Managing Director of VR
sent a letter to all VR managers on the “Punctuality 90%” project. The plan of action comprised
measures for the short, medium and long term.
Measures for the short term were:
1. Specific measures relating to traction and rolling stock
•

Additional investment of Euro 1 million to improve the reliability of rolling stock in winter
and of Euro 2 million in the track

•

Improvements to the brakes and the drainage systems of the rolling stock

•

Better follow-up of fault analyses and feedback from the field

•

Introduction of a fault repair programme for the APT equipment

•

Better follow-up of breakdowns on open line sections

•

Technical support for drivers to prevent breakdowns on open line sections

2. Installing crisis teams of passenger traffic, rolling stock maintenance and traffic control
managers with a timetable of how to deal with calamities
3. Measures relating to signalling equipment
•

Improvements to the follow-up and analyses of faults and reporting procedures

•

Countrywide mapping of fault-sensitive equipment
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•

Preparedness for damage caused by lightning

•

Preventing cable-breaks I

•

Improving switch heating systems

4. Measures relating to timetable planning
•

More recovery time, better planning procedures

5. Better information in cases of traffic disruption
•

Improving the announcement system

•

Developing a real time system for following the traffic situation

The medium and longer term action plan was the following:
•

Checking responsibilities and allocating them better

•

Improvements to internal and external communication

•

Ensuring the functioning of technical systems

•

Implementing the programme for repairing faults in rolling stock

•

Improving information systems

•

Renewing the train radio system

•

Co-ordinated track work programmes

•

New track projects

The result was an immediate success, as can be seen from the improvement in punctuality:
Table 5.5

VR punctuality 1995 - 2001

% within 5 minutes

IC

Long Distance

1995
1996
1997
1998
1999
2000
2001

82
85
81
77
83
94
90

85
88
88
81
82
93
91

Key factors for success were:
•

Commitment at the top

•

Short term action plans with regional steering groups

•

More attention to implications of maintenance schedules

•

No day time maintenance of heavily used lines

•

Performance agreements between VR and the infrastructure provider
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•

Special attention to weak spots in infrastructure and rolling stock

•

More recovery time in timetables

5.2

Customer satisfaction

5.2.1

Railway working group data

Most railways collect market research data on customer satisfaction. However, here too there
are considerable problems with creating comparative data:
•

Cultural differences between countries, or differences in expectations. Research done earlier
by NS using IATA data on airport quality suggests however that there is relatively little
difference in European opinions on the same intrinsic quality, but that the developed
countries of the Far East have considerably higher expectations. This is supported by the
relatively low satisfaction expressed by JRK customers on their (absolutely very high) level
of train punctuality

•

Differences in methodology, e.g. sample size, method of data collection, questions asked
and measurement scales. The benchmarking work has at least attempted to standardise the
scales in use to a 1 - 5 basis

•

Differences in reporting, some countries using an average score per aspect, such as “4.1”,
others using the percentage of customers rating an aspect as “good” or better

Some information is also available from surveys in Italy and Spain. The findings in Italy are
particularly negative. The SNCF (France) collects data on customer satisfaction but the findings
are not made available outside company management.
As well as international comparisons it is instructive to see whether there is a correlation
between objective measurements of quality aspects and passengers’ reported levels of
satisfaction with these aspects. Preliminary findings for punctuality suggest that a degree of
relationship exists. Figure 5.5 gives some indications; the asterisks give the relationship for the
7 countries for which information is available.
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Figure 5.5

Correlation between punctuality levels and the satisfaction with them
Punctuality level

(Data for 7 countries only)

High

High

Satisfaction
with
punctuality

Medium

Low

Medium

Low

**
*
* ***

Passengers’ satisfaction with punctuality is clearly affected by a number of factors particular to
the country concerned, in addition to any problems with the data collection. These factors
include recent trends, expectations based on historical experience, price levels, expectations
based on experience with other services, and cultural differences.
Work is continuing to standardise the existing customer satisfaction data. (There are no plans to
carry out a standardised international survey, since this would be extremely costly, and
duplicate existing work. The Eurobarometer study (see 5.2.2) is of interest but does not
eliminate the desire for better international comparisons). Figure 5.6 gives an approximate
indication of the range of levels of customer satisfaction reported by the railways whose data is
comparable. The items chosen are General satisfaction, Punctuality, Availability of seat, Staff
friendliness, Value for money, Seat/ride comfort and Train cleanliness, and may therefore
exclude some aspects that are equally important for passengers, such as security.
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Comparisons of customer satisfaction

Figure 5.6

Customer satisfaction by country,

General
Punctuality

(mainly 2000 or 2001)

Availability of seat
9

approximatio

Staff friendliness
Value for money

8
"good"

"average"

"poor"

Seat and ride comfort
Train cleanliness

7

6

5

4
OEBB

5.2.2

JRK

SNCB

VR

Scotrail

SBB

NSB

MAV

DSB

NS

Eurobarometer

The EU has carried out two “Eurobarometer” surveys (2000 and 2002), based on a sample size
of 1000 in each EU country, which give customer satisfaction scores for a number of service
industries, including Intercity passenger rail. The indicators for each EU country allow us to test
whether there is a high correlation between customer satisfaction levels and observed quality for
rail services. There is quite a wide range of scores across these services (telephone, electricity,
water, post and transport), which may reflect real differences in quality or may be a result of
national differences in culture (for example, certain nations may be inherently more optimistic
or positive). A weakness of the survey is the small sample size for services such as Intercity rail,
which is only used by a minority of respondents.
It is however instructive to correlate the percentage of respondents in each country satisfied with
“all services” with the percentage satisfied with Intercity rail services. Figure 5.7 gives the
results (those “satisfied” measured as a percentage of the total of those either “satisfied” or
“dissatisfied”), which suggest that there is a degree of correlation, with Italians negative on both
“all services” and on rail, and with Finns, Belgians and Danes relatively positive on both.
Assuming that the objective level of all services is similar in each country it would appear that
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the Dutch are the least positive about their railway services, with 22 percentage points
difference between the score for rail (58%) and for all services (80%). The Belgians are
relatively the most positive about their rail services with a 6 percentage points higher score than
for all services (89% and 83%). Without an objective measure of the real quality of both all
services, and rail services, these results remain speculative; but it is clear that in nearly all
countries rail services are judged to be inferior to all services taken as a whole, (for the EU as a
whole 9 percentage points) and this must act as a warning to railway undertakings and
authorities.
Figure 5.7

Correlation between levels of satisfaction with all services and with Intercity
rail

Satisfaction levels with Rail and other services, EU 2002
90
85

% satisfied with
all services
Negative train,
positive other
services

80
NL
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EU15
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70

F

E

Negative train,
negative other
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65

Positive train, DK
positive other
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UK

Positive train,
negative other
services

60
55
% satisfied with
train services

Source: EuroBarometer 2002
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NB A = Austria, E = Spain, S = Sweden, D = Germany, F = France
Figure 5.8 attempts to compare satisfaction levels with rail services against measured
punctuality. An attempt has been made to allow for possible “cultural differences” by correcting
the customer satisfaction values for rail by the difference between each country’s value for “all
services” compared to the average over all countries. For example, the United Kingdom scores
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87% satisfaction with all services, 8% above the average of 79% over all countries. The
corrected figure for satisfaction with rail services therefore becomes 66% instead of 74%.
Figure 5.8

Correlation between punctuality levels and corrected satisfaction with Intercity
rail services

M easured punctuality and corrected
Satisfaction levels w ith Rail services, 2002
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Source: EuroBarometer and Railway working group
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Again, a degree of correlation is apparent. The Dutch remain relatively negative in contrast to
their southern neighbours the Belgians who are relatively positive. The poor absolute level of
punctuality in the UK is reflected in their low but relatively positive opinion, and the Spanish
seem happy with their high level of train punctuality.
Lessons learned
•

A satisfactory international comparison of customer satisfaction measurements of railway
performance cannot be achieved without substantial additional research

•

There is evidence of substantial correlation between satisfaction with punctuality and
objective measurements of it. However this correlation is not perfect since countries with
consistently high punctuality such as Japan generate passengers with higher expectations
and consequently relatively low satisfaction scores
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•

The two Eurobarometer studies are of interest and give some insights into “cultural
differences” but have major limitations for use as comparison between railway operators;
the sample is small and many respondents have little or no recent experience with Intercity
rail transport

•

The work to date suggests that incentive systems based on customer satisfaction scores need
to be carefully calibrated, and that international comparisons may be misleading and
inappropriate.

5.3

Passenger security

The work so far has concentrated on qualitative comparisons of approaches and achievements in
various countries. It did not prove possible to develop any objective measurements of security,
and even the subjective measurements of passengers’ (dis) satisfaction levels were not
comparable. It was however possible to highlight some best practice in the general approach to
improving passenger security at certain railways, and this work is ongoing. We suffice here with
summaries of the measures in Strathclyde and Helsinki.
Best practice 1: Passenger security at Strathclyde (Scotrail)
Introduction
The 'first generation' of CCTV installations within the SPT network were 'stand-alone' systems,
usually installed in car parks, using monochrome or colour cameras linked to a video recorder
and monitor at the station. While the mere presence of cameras acts as a deterrent, this type of
system has limited value.
Advances in digital technology now make it possible for security cameras to transmit footage
virtually in real time via standard ISDN telephone lines to an operator who may be monitoring
up to 20 stations hundreds of kilometers away. This technology was used to establish a CCTV
Communications Centre for the SPT network, located at Paisley Gilmour Street station.
ScotRail's CCTV Centre opened in December 1996, linked to 13 stations, funded by the SPT.
The stations were scattered across the network, with each of the 12 local authorities in the SPT
network having at least one of their stations included. The success of the pilot project led to a
further 67 SPT stations having CCTV installed over the next 5 years, giving a total of 80 out of
179 SPT stations fitted with CCTV.
Each station has a number of fixed cameras, and at least one pan-tilt-and-zoom (PTZ) camera
located in the best position to give an overview of the whole station. The PTZ is fully
controllable by the operator, and has the ability to focus clearly on the face of a person, or a car
registration number for example. Pictures are digitised, compressed and transmitted down a
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128Kb telephone line at around one video frame per second, and are then displayed on a TV
Monitor in the Control room.
Help when you need it
The reassurance offered by the presence of visual monitoring at stations is further backed up by
the provision of electronic ‘Help Points’, provided for passengers on each platform. The Help
Points use available capacity on the ISDN lines to provide a speech facility to allow 2-way
communication between the passengers at the station and ScotRail's Control Centre operator,
and also allow the operator to broadcast public address announcements to the station. When a
passenger presses the help button, the pan-tilt-and-zoom camera automatically moves to bring
that person into view, and an audible alarm is triggered within the Control Centre to alert the
operator.
Knowing that they can use the Help Point to contact trained ScotRail staff who can see where
they are and what is happening gives passengers even greater peace of mind. No matter what
time of day or night, passengers can also use the Help Point to get real time train running
information. The CCTV system installed in the SPT network is not designed as a surveillance
system. It provides customer information and assistance, but is of course also a security system.
CCTV cameras are a successful deterrent, reducing crime and the fear of crime, making the
station a safer and more secure environment. When CCTV is installed, the lighting levels at the
station are enhanced, to provide a minimum of 40 lux (twice the normal standard) to ensure that
the system works effectively during the hours of darkness. The enhanced lighting alone helps to
improve the perception of personal security, providing an added benefit.
There is also a facility that allows the Control Centre to forward pictures of a station to the
British Transport Police, who can then monitor the station from their Control room at the Police
Headquarters in Glasgow. This is useful for a police surveillance exercise, or for example, if
there is evidence of a crime being perpetrated at a station.
The way forward
SPT has provided funding for CCTV installation at a further 16 stations, bringing the total to 96.
However, there is no space for any additional station in the current accommodation. It was
therefore decided to build a new Control Centre Paisley Gilmour Street with the capacity for
240 monitors. The new Control Centre provides space for every one of the 179 SPT stations,
and allows some larger stations to have more than one monitor. There is also sufficient spare
capacity for any new stations that may open.
The new Control room is set up on a line of route basis. Each operator has a panel of 20
monitors. Some of these stations are blank where CCTV has not yet been installed. Within the
next two years, it is planned that all public address announcements will be delivered by the
CCTV Centre staff. Each operator will cover a route, or a section of that route, and will be
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responsible for monitoring the stations on this route, and providing information and assistance
to the passengers at those stations.
The new Control room will have some of the very latest technology installed, with a transmitter
at the remote station sending video via a minimum of a 256Kb link to a computer in the Control
room. This link provides a greater frequency in submitting pictures for monitoring. The
technology enables live viewing, playback and telemetry controls, retrieve and review images,
display live screens and still record on all cameras, all at the same time. Video images are
recorded on to a computer hard drive, doing away with the need for a conventional video
recorder and multiplexer.
The benefits of the CCTV system used by ScotRail, and now by several other UK train
operators, including those of the London Underground, are summarised as follows.
•

Passengers, especially the more vulnerable, feel more secure particularly at night

•

Vandalism, trespassing and crime are reduced

•

Communication with passengers is improved

•

Car parking is more secure

•

If a criminal act is committed, clear identification of the perpetrator can be provided, for use
in a Court of law

•

Revenue increases

Best practice 2: The security programme at Finnish Railways
Security plays a central role in traffic studies and lack of security has also been widely studied
by the police and other public sector actors as a social phenomenon. On the other hand,
combined study of the two is unusual, i.e. the role of passenger security in traffic forecasts has
been largely overlooked.
VR’s Passenger Traffic South Finland division has examined the views of rail commuters on
various elements of customer service since 1991. The latest survey was carried out on commuter
trains in October 2001, with a sample of 496 passengers. This study was a follow-up to studies
done in most years since 1991. Figure 5.9 illustrates that in spite of the measures taken,
passenger perception of security has not improved over the period under review.
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Figure 5.9

Passenger opinions on security in late trains

Figure 5.10 illustrates that safety in trains and at stations ranks equally with punctuality as an
area most in need of improvement at VR (in spite of the high level of punctuality achieved, as
illustrated elsewhere in this report).
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Figure 5.10

Commuter traffic improvements

The study aimed to examine the level of security in commuter traffic and to chart and analyse
the factors contributing to lack of security, real or perceived, during the various phases of the
commuting journey. The study also analysed the impacts of feelings of insecurity on passenger
behaviour, e.g. the choice of travel mode and frequency and time of commuting. In addition to
the passenger viewpoint, the study also scrutinized commuter train staff’s views on, and
experience of, insecurity. The aim was to identify measures and provide instructions to reduce
real and perceived lack of security.
The study was conducted as a combined desk, interview and questionnaire. The desk study
examined existing material on the subject from the viewpoints of the traffic sector and security
in a broader sense. The level of understanding of the material and subject was deepened through
informal personal interviews targeting both traffic sector representatives and those engaged in
general security.
The target group of the questionnaire study covered both present and potential commuters. The
staff on commuter services was also asked to participate as a control group for commuters and
to assess insecurity from their own point of view. Existing commuters participated in the study
on board trains, whereas potential commuters were drawn from among those living or working
in the vicinity of stations.
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Lessons learned
•

Lack of passenger security is a major threats to the role of suburban rail transport

•

Real benchmarking of passenger security should be done by experts in this area
Passenger security should be the responsibility of both operators and authorities

•
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6

CAUSES FOR GROWTH

One of the performance indicators used in contracts is passenger growth. In many cases
passenger growth is stated in the authorities objectives; either directly or in terms of better
performance in a modal split. In some cases the authorities objectives for growth are limited to
certain areas (e.g. congested areas) or times (e.g. peak hours). Contractual clauses in the form of
a bonus or males in that case should (and usually do) refer to indicators containing these
limitations.
In practise this has lead to different approaches; examples are:
•

A bonus for growth in the (draft) contract in the Netherlands on top of net costs contracts.

•

A compensation for additional costs in cases of growth on top of a gross costs contract
(Strathclyde).

Within the plenary benchmarking group the question has been raised of how effective the
inclusion of growth as a bonus or males is. Participants in favour of this indicator stated that this
indicator is the kind to stimulate the operator to be customer oriented and creative in its
marketing activities. Using an indicator for growth was critically received, because most
determinant factors for growth are not in the hand of the operator. These factors include
economic and demographic development, investments in infrastructure and supporting policy
towards other modes.
Moreover it was stated that in case of capacity restraints (common in congested areas during
peak hours) marginal growth of passengers would create costs far beyond the magnitude of a
bonus system.
Based on this discussion it has been decided to analyse growth in passenger transport over a
longer period. The analyses have taken place on the national systems in the following twelve
countries: Austria, Belgium, Denmark, Finland, France, Hungary, the Netherlands, Norway,
Poland, Sweden, Switzerland, and the United Kingdom.
The following approach has been chosen:
Step 1: Quantitative analyses explaining the relation between growth and external factors.
Step 2: Qualitative analyses (opinion of participants and experts) of the remaining variation.
Step 3: Conclusions drawn from the use in contracts.
The chosen time period lasts from 1970 until 1998, except for Hungary and Poland, where the
period 1990 - 1998 has been chosen. Reason for the exclusion of preceding years here was the
difference in economic regimes.
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Indicators
The main indicator, that has been chosen, is the development of passenger kilometres as
percentages to the previous year. This indicator reflects best the indicator used in bonus
systems. The chosen source is the time series of passenger kilometres of the UIC. Most
participants take the view that this source is the best one to use; beside that it is also the source
for the EU statistical yearbooks. Some participants stated that the source nevertheless is
unreliable, given the level of accuracy of delivered data from the operators to UIC. Performing a
process of checking and revising these time series was regarded to be unrealistic within the
framework of this pilot.
The external indicators in the quantitative analyses were chosen as follows:
•

Development of the population in % (source: OECD).

•

Development of the Gross Domestic Product (GDP) per head at the price level and PPP’s
of 1995 in % (source: OECD).

•

The year.

The background of the last indicator reflects that common developments cannot be addressed to
individual commercial activities of individual operators, and therefore has to be regarded as
external influences. The choice of the other two indicators is obvious.
It was not possible to choose a good indicator for infrastructure development. Determining is
the use of new infrastructure; an investment amount is a bad indicator for direct use. It has
therefore been decided to analyse the influence of new investments in the qualitative analyses of
step 2.
Step 1: Quantitative analyses
Using linear regression combining cross section and time series, a model was estimated in
which the dummy variables: separate years, the development of the population and the
development of the GDP per head, were taken as explanatory variables in relation to the
development of the amount of passenger kilometres by train.
Before applying the model, extreme developments were excluded; analyses of these
developments were shifted to the qualitative analyses of step 2. Within this procedure the limit
values for inclusion in the quantitative analyses ranged from –8% to +8%.
By using percentages the estimation of this model took the different country sizes into account.
Moreover by using this form of estimation, pseudo-correlations (all things are growing) are
avoided.

64

R20020166.doc
29 August 2003

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

Table 6.1

Results of the quantitative analyses

Coefficients and standard errors:
Coefficient
DIN (inhab.)
D1(GDP/Head)
Constant
(R2 0.451)

Value
2.784
0.340
0.952

Standard error
0.149
0.027
0.249

The main results are mentioned in table 6.1. The full results including the dummy variable by
year are included in Annex C.
The following external factors have been taken into account:
A
DIN: development of number of inhabitants.
B
DI: development of GDP/head.
C
Dummy variables by year.
The elasticity towards the number of inhabitants is 2.78, towards GDP/head 0.34. Both are very
significant (T- value 18 respectively12).
The elasticity towards the number of inhabitants is higher than expected. Within the framework
of the chosen analyses (mixed cross section and time series) the elasticity indicates that
passenger transport by train by inhabitant is developing better in countries with a growing
population compared to countries with a decreasing population.
This could be the result of transport policies as well as congestion in countries with growing
populations: a growing population implies a better than average climate for the development of
passenger kilometres per inhabitant.
The elasticity towards GDP/ inhabitant is 0.34. This is in line with what could be expected.
Raise of GDP/head has a positive impact on mobility (estimated elasticity from other studies are
about 1.0); at the same time there is a positive effect on car ownership and this has a negative
effect on the part of rail transport in the modal split.
The dummy variables by year can be split up in positive years for railways, negative years and
neutral years.
Positive years are 1973-1974, 1976-1979, 1984, 1986-1987, 1995-1998.
Negative years are 1970-1971, 1975, 1985, 1988-1994.
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It is remarkable how significant the dummy variables are. They show a loss of patronage
compared to the variables GDP/inhabitant and inhabitants of, cumulative, 13% in the period
1988-1994, followed by a raise of 9% in the period 1995-1998.
Further analyses have been made to explain the dummy variables. Two variables were tested:
development in fuel prices and in the previous year GDP/capita. The latter variable proved to be
significant; however the contribution to the R2 was limited.
From this model the conclusion can be drawn that circa 45% of the variance in the development
of the amount of passenger kilometres by train, already can be explained by the external causes
used in the model. Both developments of GDP/head and the number of inhabitants proved to be
very significant. The outcome does not imply that the other 55% of the variance relates to
internal factors. The conclusion is that in most cases a substantial part of growth is related to
external factors.
Step 2: Qualitative analyses of the unexplained variances
Based on the formulae for estimating the influence from external causes on the growth by
country by year one can set up a time series containing the following elements:
Country
Year
TR=Growth (%)
T1=Estimated growth 1 (formulae without dummy variables by year)
T2=Estimated growth 2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regression analyses; 1=included
The values by country are included in Annex C.
Estimated growth 1 has been calculated by applying the influence of income/inhabitant and
number of inhabitants, estimated growth 2 contains on top of growth 1 the common variation in
the year for all Railways. The difference between observed and estimated growth requires
explanation.
In the following graphs (by country) these time series are shown. The largest differentiation
between observed and estimated growth are listed. The comments of participants on these
differences do conclude this qualitative step.
For every country a table has been included showing the deviation between the average growth
of passenger kilometres per year and the average growth according the model 2 in the graphics.
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RESULT RESIDUES ANALYSES PASSENGER GROWTH MODEL
Period 1
1970-1979
2
1980-1989
3
1990-1998
4
All period 1970-1998
Rel
Est
Dif
RANK

average development/ year in passenger kms
average estimated development /year in passenger kms
rel- est
order within the group of railways (1-10, 1990-1998 1-12)

Figure 6.2

Austria

COUNTRY: AUSTRIA

:

:

40

30

20

10
TR

Value

0

T1

-10

T2

1970.00 1974.00 1978.00 1983.00 1987.00 1991.00 1995.00
1972.00 1976.00 1981.00 1985.00 1989.00 1993.00 1997.00

YEAR
Cases weighted by WEEG

Period Country
Rel RANK
Est RANK
1 AUSTRIA
.88
8
-.40
10
2 AUSTRIA
1.58
5
.63
7
3 AUSTRIA
-.56
10
2.09
3
4 AUSTRIA
.67
9
.77
8
Passenger-km per person per year in 1999: 1001 km

Dif RANK
1.28
6
.95
2
-2.65 11
-.10
8

Explanation of the differences
Austria is a country where the modal share of Railways always has been one of the highest in
Europe. The vulnerable environment played an important role on the positive attitude towards
Railways. Based on this initial high train usage, Austria could not realise the same rate of
growth compared to other countries. Also the absence of the realisation of large Railway
projects contributed to this development.
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Figure 6.3

Belgium

COUNTRY: BELGIUM

:
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0
-10
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YEAR
Cases weighted by WEEG

Period Country
1 BELGIUM
2 BELGIUM
3 BELGIUM
4 BELGIUM

Rel RANK
-1.65
10
-.57
8
1.33
6
-.35
10

Est RANK
-.03
9
.36
9
1.43
10
.56
10

Dif RANK
-1.62 10
-.93
8
-.10
5
-.91 10

passenger-km per person per year in 1999: 724 km

Explanation of the differences
Belgium has a very extensive railway network; its use however is relatively low. Due to lack of
investment in the period 1974-1986 the developments were below European average. In fact the
development of the passenger numbers in Belgium are the lowest of the railways in the included
countries in Western Europe. The last years have shown some recovery. There is still a potential
for the Belgium Railways that can be gained by improved services.
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Figure 6.4

Denmark

COUNTRY: DENMARK
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Period Country
1 DENMARK
2 DENMARK
3 DENMARK
4 DENMARK

Rel RANK
4.79
2
2.55
1
.65
7
2.73
1

Est RANK
1.00
3
.20
10
1.66
8
.93
7

Dif RANK
3.79
3
2.35
1
-1.00
7
1.81
1

passenger-km per person per year in 1999: 1015 km

Explanation of the differences
Denmark is the country where the increase in passenger kilometres has been the strongest of all
the observed systems. Also the difference between estimated growth and observed growth is the
largest here. The main reason for this is the opening of important new railway links, namely the
bridges connecting Copenhagen to Malmo and the Danish mainland.)
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Figure 6.5

Finland
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Period Country
1 FINLAND
2 FINLAND
3 FINLAND
4 FINLAND

Rel RANK
4.19
3
.65
7
.32
9
1.77
4

Est RANK
.37
7
.91
5
1.80
6
1.00
6

Dif RANK
3.82
2
-.26
7
-1.48
9
.77
3

passenger-km per person per year in 1999: 658 km

Explanation of the differences
The development of the passenger transport in Finland was better than estimated. A successful
quality programme contributes here. Also investments in the suburban network made growth
possible.
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Figure 6.6

France
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Period Country
1 FRANCE
2 FRANCE
3 FRANCE
4 FRANCE

Rel RANK
2.87
5
1.65
4
.54
8
1.73
5

Est RANK
1.19
2
1.36
3
1.90
4
1.47
3

Dif RANK
1.69
5
.30
6
-1.37
8
.26
7

Passenger-km per person per year in 1999: 1125 km

Explanation of the differences
Opening TGV infrastructure has given strong positive effects on the developments.
Nevertheless the growth in France is hardly higher than the estimated growth due to economic
and demographic indicators. This leads to the conclusion that there is still potential for further
growth.
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Figure 6.7

Hungary

COUNTRY: HUNGARY
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Period Country
3 HUNGARY

Rel RANK
-1.27
11

Est RANK
-.77
12

Dif RANK
-.50
6

passenger-km per person per year in 1999: 884 km

Explanation of the differences
The decline in early nineties is a result of the new market orientation of customers. In the recent
years a recovery due to a market-oriented approach can be identified.
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Figure 6.8

The Netherlands

COUNTRY: NETHERLANDS
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Period Country
1 NETHERLANDS
2 NETHERLANDS
3 NETHERLANDS
4 NETHERLANDS

Rel RANK
1.11
7
2.25
2
3.54
1
2.26
2

Est RANK
2.04
1
1.60
1
2.19
2
1.94
1

Dif RANK
-.93
9
.64
3
1.35
1
.32
6

Passenger-km per person per year in 1999: 904 km

Explanation of the differences
The Netherlands is the country where the estimated growth due to economical and demographic
factors was the highest and its actual growth was second (behind Denmark). The free student
pass in 1991 is responsible for a large part of the growth. In recent years stagnation can be
identified due to capacity constraints and poor quality due to under investments.
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Figure 6.9

Norway

COUNTRY: NORWAY
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1 NORWAY
2 NORWAY
3 NORWAY
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Rel RANK
3.10
4
-1.24
10
2.71
2
1.48
7

Est RANK
.48
6
.99
4
1.79
7
1.06
5

Dif RANK
2.61
4
-2.24 10
.93
2
.42
4

passenger-km per person per year in 1999: 605 km

Explanation of the differences
1
Faster growth up to 1980.

74

•

Public transport grew popular because of the oil crisis 1973/4 with its repercussions
the following years

•

In 1973 the opening of a new tunnel between Oslo and Drammen significantly
reduced the travelling time between Oslo and the southwest.

•

From mid/late 60s and to the mid 70s there were heavy investments in Centralized
Traffic Control (CTC) in Norway, giving rise to improved flexibility in the
execution of daily traffic, and thus presumably improved quality of service
(punctuality and frequency).
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2

3

Slower growth than estimated between 1980 and 19909
•

Investments in infrastructure were stable until the mid 1980s, but declined sharply
between 1985 and 1990.

•

A number of lines were shut down in the 1980s.

•

In the mid 80s the private car was the «most fashionable» mode of transport. 1985
and 1986 saw the highest numbers of first time licensing of new cars in Norwegian
history, with about 160 000 and 175 000 new cars respectively; an all time high that
has not been surpassed since. The total number of vehicles on Norwegian roads was
rather constant from mid 80s to mid 90s (the number of private cars had a slight
decline in this period). The period was preceded with a marked increase from the
mid 70s, and has been followed by a period with slight increase through the rest of
the 90s.

•

Growing importance of national air transport

growth since 1995
•

During this period major investments and efforts were made to improve the
intercity market. This is partly due to upswing following investments prior to the
Olympic games in Lillehammer 1994.

•

During the 1990s the pace of investment has been increased, particularly in double
track railroads. Hardly any lines were closed down in this period, as opposed to
quite a few shutdowns of lines in the preceding period.

•

In 1990/91 infrastructure and operations were split. This might have given the
operator more clearly defined incentives in developing existing markets for
passenger transport for trains.

The late 80s saw a significantly improved intercity service for the «expanded» area
around Oslo, linked to significant investment in new rolling stock.

9

R20020166.doc
29 August 2003

See: Norwegian railways 1840-1998

75

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

Poland

Figure 6.10
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3 POLAND

Rel RANK
-8.44
12

Est RANK
.43
11

Dif RANK
-8.88 12

passenger-km per person per year in 1999: 678 km

Explanation of the differences.
In the early nineties there was a loss of passengers due to new customer orientation. No
recovery has been taken place yet. Lack of funding is a major problem.
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Figure 6.11

Sweden

COUNTRY: SWEDEN
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Period Country
1 SWEDEN
2 SWEDEN
3 SWEDEN
4 SWEDEN

Rel RANK
4.85
1
-1.05
9
2.47
3
1.98
3

Est RANK
.71
4
.85
6
1.83
5
1.12
4

Dif RANK
4.14
1
-1.91
9
.64
3
.85
2

Passenger-km per person per year in 1999: 835 km

Explanation of the differences.
Sweden has a positive development of its passenger transport, both estimated and observed.
Investments in faster services and quality programmes did contribute to growths numbers above
the estimated growth. Sweden has position number 2 in growth not explained by the model.
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Figure 6.12

Switzerland

COUNTRY: SWITZERLAND
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Period Country
1 SWITZERLAND
2 SWITZERLAND
3 SWITZERLAND
4 SWITZERLAND

Rel RANK
1.22
6
1.98
3
1.59
5
1.60
6

Est RANK
.60
5
1.51
2
3.16
1
1.71
2

Dif RANK
.62
7
.46
5
-1.57 10
-.12
9

passenger-km per person per year in 1999: 1834 km

Explanation of the differences.
Switzerland has the highest use of railways per inhabitant in Europe. In the model the rank of
Switzerland in estimated growth is 2. This growth is not completely met, due to present capacity
constraints. Major investments are in progress to make further growth possible.
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Figure 6.13

United Kingdom

COUNTRY: UNITED KINGDOM
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Period Country
1 UNITED KINGDOM
2 UNITED KINGDOM
3 UNITED KINGDOM
4 UNITED KINGDOM

Rel RANK
.48
9
.97
6
1.75
4
1.04
8

Est RANK
.17
8
.41
8
1.60
9
.70
9

Dif RANK
.31
8
.55
4
.15
4
.34
5

Passenger-km per person per year in 1999: 653 km

Explanation of the differences.
The decline of the growth between 1988 and the growth since 1994 results from deregulation.
The position of Railways in the UK, both in level and growth are below European average. Low
investments, high tariffs, and bus competition are the explaining factors.
General comments on causes for growth
On top of the individual comments the consultant identified the following general causes:
1.
2.

3.

In some cases a decline in one year was followed by a sharp rise. This is probably either
the result of incidental events (like strikes) or measurement problems.
In many cases a relation between supply and demand could be identified. Not in all cases
it is clear whether more supply resulted in more demand or that supply was adjusted
towards a growing demand. At a micro level (individual lines) many examples are known
where more supply resulted in more demand.
Especially in high speed services and suburban services in metropolitan areas there is a
strong relation between investments in infrastructure and growth; with respect to regional
services a sound financial framework is important both for continuation of services and
for growth.
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Step 3: Conclusions
The qualitative analysis of step 2 has proven to be a difficult step. Many of the participants were
experts in other fields and could not explain the differences between the model results and the
actual development. Moreover the subject turned out to be sensitive: some participants did not
want to be quoted for an official position here.
Nevertheless the following conclusions can be drawn:
1.
2.

3.

4.
5.

6.

80

Growth is partly dependent on external factors, partly on supply factors (frequency, speed
and punctuality).
External factors influencing the demand are the development of GDP, of the population
and the availability of adequate infrastructure. Moreover supporting policy towards other
modes is beyond the influence of operators.
Operators can influence the supply factors to a certain extent, however there are in several
cases limitations to this influence. The most general limitation in the short term is lack of
capacity in the infrastructure. Moreover the qualities of the infrastructure and the control
systems have proven to be a bottleneck. On suburban networks and regional branch lines
services are generally not profitable, so the financial framework is an important factor in
relation to the size of supply.
There are many cases where a raise of supply has brought considerable growth; in several
cases the commercial approach of the operator has contributed here.
In a gross costs contract the authorities are responsible for growth; a clause for
compensating additional costs in cases of growth can stimulate the operator. In a net costs
contract this stimulation is present in cases where marginal revenues exceed marginal
costs; this is not the case in all circumstances. Here a bonus could be an instrument.
The conclusion for inclusion of growth in contracts is that this should be done with
caution. Both on the positive side and on the negative side fluctuations can happen
outside the influence of the operator. It is advised to correct as far as possible for this
external influence. This can be done by describing the scenario of these influences in the
contract and to correct the incentives scheme if the scenario proves to be different.
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7

CONCLUSIONS AND RECOMMENDATIONS

7.1

Conclusions regarding ‘the benchmarking process’

Before the actual start of the project the different working groups (authorities/operators) had to
be formed.
Forming the groups:
1
The process of forming of the group took much time and effort. Each participant had to be
briefed and convinced of the usefulness of the subject in relation to his or her own
objectives. Operators were hesitant in indicating their own disinterest taking into account
their relationship with the authorities, but they found internal resistance to the release of
data and human resources. The offer of a confidentiality agreement assisted in obtaining
the necessary permission from certain undertakings.
2
Once the process had started other parties joined, whilst some of the initial participants
withdrew. It is clear that continuing participation is constantly being reconsidered on the
basis of the availability of time and resource.
About the topics chosen:
1
All the reviewed topics were policy related and listed by request of at least one
participant.
2
The complexity of certain subjects resulted in the lack of specialised information and
information on certain subjects. The subject of passenger security could have been
discussed more in depth if more relevant knowledge had been available among the
participants.
3
The complexity of the subjects also lead to limitations in the level of analysis that could
be undertaken without involving further specialists in the group.
4
The subjects proved to be appropriate for the application of benchmarking techniques: all
the topics remain open and the participants have learnt several lessons, particularly as far
as contracting and punctuality/reliability are concerned.
5
The contractual relations between authorities and operators are strongly influenced by the
changing interface between the two parties, leading to a more business-orientated
approach. Since all participants (with the exception of ScotRail/SPTE) are only in the
early stage of the procedural/institutional changes, the lessons learned from each other
were limited at this stage. However the continuing interest in the various aspects of this
process is encouraging and substantial.
The Working Groups representing participants from authorities and operators respectively
proved to be compatible and contained participants with common interests.
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However the communication between the groups had to be strongly encouraged as the operators
in particular were hesitant about the extent to which they could share information with
representatives of the Authorities.
Not all participants in the Authorities group could devote sufficient time to the project and the
Consultants and Experts had to prepare much of the input. Once their allocated time and
resource was exhausted, the overall process slowed appreciably. This situation can only be
overcome by including sufficient time and specialised support in the budget for similar
programmes.
The operators group was far more pro-active, and the group organised measurement
programmes as well as analysis. The key feature of this Group was a group of activists who
secured time for themselves and their collaborators to carry out the research and analysis
required.
7.2

The institutional set-up

7.2.1

Policy and legislation

A description of the organisational structures of each participant was recorded, and this included
the position of operational management and control, maintenance and rolling stock depots,
workshops, stations, and infrastructure management within the overall structure. This has been
summarised in a document that served as background reading.
The analysis made of national policies and institutions in fact shows that:
1. A relatively high number of countries have not specified their ambitions with railway in
much detail (see chapter 4 policy benchmarking)
2. The European regulatory framework still leads to a lot of different solutions in terms of
set up of national institutional structures (see chapter 4 on institutions), moreover a lot
of these structures are ‘on the move’
In fact point 2 raised above is a well-known fact. Real life railway institutions in Europe do not
present a harmonised picture. Taking into account that on the one hand EU law still gives large
discretionary powers to the Member States (choices to implement) and on the other hand no
leading national structure (in terms of successful set-up) can be identified, this is not necessarily
bad. Although no leading benchmark can be appointed, in the phase where authorities and
operators seek for the right structures it is crucial that they join forces in Europe in order to get
the best out of it. The BOB-project facilitated part of this lengthy process.
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Somewhat more surprising is the fact that many authorities cannot report an explicit national
strategy/vision regarding the railways. This does not necessarily mean that there is no strategy.
However one would expect that each national administration has put its’ main ambitions
regarding railway on paper. Two explanations can be given for the lack of specification:
1. The constant development and revision of the legislative and institutional framework
(on the basis of which as a consequence national strategies change)
2. The fact that the objectives are directly inserted into railway contracts (and in that
respect the strategy from the top is less important)
Regarding the legislative and institutional framework (1) the process was an important aspect
through the adoption of Council Directive 91/440 and Council Regulation 1893/91 over ten
years ago. Naturally the EU regulatory framework (especially 91//440) foresaw substantial
discretionary powers for Member States and as a consequence different railways were
confronted with different approaches/interpretations throughout the nineties. The railway sector
is not unique as an economic entity faced with dynamic regulatory developments (compare e.g.
car industry) and authorities should be able to set out a consistent strategy also within a
changing policy environment.
Benchmarking of law and institutions without agreement on the direction to aim for (which is
the right institutional structure) is a difficult exercise. The awareness that things should move
ahead –initiated by the EC – is however present at nearly all administrations and operators. The
BOB initiative has played an important role in facilitating that common European directions
should be taken or at least be co-ordinated rather then going back to a unique national approach.
There is an added value in exchanging policy directions within Europe. Those authorities that
have not bordered too much with presenting a vision will be confronted with the ‘policy gap’ for
which they are responsible. Those daring to formulate a strategy/vision have the chance to
improve this on the basis of feed back given. Whether or not this should be considered a
benchmark is a somewhat theoretical question. The fact is that there is no single ‘success story’
in railway policy that can be used by other countries to focus on. However it is far easier to
make national approaches while having the knowledge of the policies in surrounding countries,
especially since the ‘internationalisation’ in railway services is an ongoing train.
In the contract (2) the authority should describe the policy aims using indicators to guide and
inform the operator, whilst the operator will be rewarded or penalised for performance above
the targets set or penalised for any under performance. The contract can however never replace
a public transport policy (addressing all stakeholders). The actual performance under contracts
is difficult to measure. This project has tried to go more in depth on performance indicators in
contracts, especially punctuality and objectives for growth.
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7.2.2

Performance criteria in contracts

The choice of performance indicators in contracts depends on the specific objectives of the
contract. It is important to distinguish the effects of input and output related indicators.
Input related indicators used are; for example:
Number of train kilometres operated
•

Number of stations served

•

Number of stops per station per day

•

Public Service requirement of times of first and last trains

•

Tariff levels in terms of different types of ticket and category of customer

•

Quality related Indicators (e.g. Clean lined and Environmental Standards)

These indicators generally have the objective of guarantying a minimum level of service quality.
It is important that they ensure that operators’ focus on all areas served within the contract, and
that they deliver the full value required under the terms of the contract. It was noted that in
certain contracts only input related indicators were used, whereas other contracts combined both
input and output related indicators.
Output related indicators are; for example:
•

Growth in passenger numbers or kilometres in modal split

•

Punctuality and operating performance

•

Customer satisfaction

Output related indicators used in contracts are often financial incentive and penalty schemes.
The following challenges have been identified in connection with these penalty schemes:
1
Difficulties with accurate measurement and the achievement of true comparability.
2
The establishment of correct relations between the indicators and the objectives
3
The extent to which external factors influence the development of the indicators used.
The first problem has also been identified within the monitoring group organised by DG-TREN;
clearly there is much more work to be completed in connection with this item. Methodologies
for accurate measurement of performances in itself are a useful benchmark: both authorities and
operators have an interest in fair and straightforward measurement of performances within a
contract.
An example of the second problem is growth in passenger kilometres as an instrument to
improve the modal split in congested areas. Low off-peak tariffs can affect the indicators
without actually contributing to the objectives of the Authority. Clearly modification of the
indicators in accordance with the policy objective is the solution, but this is often difficult to
achieve in a contract.
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The influence of external factors has appeared itself in the relationship between the growth of
traffic in specific areas and the deterioration in punctuality arising from increased dwell times
and an increased number of passengers carried. This requires further study and analysis to
identify an acceptable solution in the context of a contract.
The characteristics of a contractual benchmark are not clearly set. Within BOB there were no
participants who had lengthy experience of contracting within a changed regime. No contract
taken through a complete cycle could be identified as completing the establishment of a realistic
benchmark. Some examples of incentive related schemes in Norway and the Netherlands
appeared to be appropriate in relation to the stated objectives. There were early indications that
they would be acceptable in performance terms, but unfortunately to prove this would take
rather a lot more time.
Within the scope of the BOB Railway Case it was only possible to provide a limited analysis of
contractual relations. The help of specialised consultants and experts in a future exercise would
make the results more precise and thus capable of being applied effectively to future railway
contracts. Nevertheless learning from the objectives of other Authorities and their use of
indicators to support those objectives has been very useful and the Authorities Group would find
it beneficial to continue this work in the same or a different forum. Formulation of indicators
has proven to be effective.
The vision of the operators related to contracts is changing from a partnership basis towards a
more commercial and business orientated point of view. Incentive schemes are now being
considered from an economic and business viewpoint: in certain cases it has been identified that
it is easier and more convenient to accept the financial penalties than expend resources to meet
difficult targets. In certain cases the operators have concentrated on achieving the targets set out
in the indicators to the exclusion of the underlying objectives set out in the Contract. Generally
frustrations arise among operators when contractual incentives are included without ensuring
the proper level of business freedom (to set tariffs, make choices in the network) because the
authorities (Parliament) still considers their involvement appropriate.
Not all authorities have adapted well to the changing situation and some have not been able to
accept that a contract is exactly what is stated – no more, no less. In certain cases this has led to
unnecessary conflict and disagreement. Many administrations (politicians) still have to learn
that once a contract is agreed upon, the operator has to have the freedom to organise himself
(and the services) such that he can actually act in accordance with the contract. This may very
well mean that there is less space for government interference (e.g. on tariffs, network). In the
future more emphasis will need to be placed on the objectives, conditions and expectations in
the preliminary discussion concerning rail service contracts. Several different models exist
within Europe and these need to be studied and evaluated so as to identify and set out best
practice in this area while recognising that various Authorities will wish to establish the relevant
interfaces at different points in the service production process.
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7.3

Specific Performance criteria

Unlike the policy and institutional structures with the topic of performance indicators it is
possible to determine specific ‘benchmarks’: the performance that should be taken as an
example/objective. Two subjects have been given in depth attention: punctuality and reasons for
growth (of railway transport). For both these topics operators with excellent track records exist
which makes it worthwhile for others to see how their own performance can be improved.
7.3.1

Punctuality

The working group for punctuality was faced with the following challenges:
•

For Punctuality no European-wide standardized definition exists. For the purpose of the
project a 5 minutes delay at final arrival points was chosen as a standard; work to harmonise
data between participating operators to convert data to this standard has proved extremely
time-consuming and complex. Items requiring further examination are the definition and
measurement of arrival times (including procedures for rounding down or up); the choice of
stations at which to collect data (all stations or a selected amount); different standards for
different classes of train, (Intercity, Regional, Local etc). The operators group has invested a
substantial effort in this field and the results should be adopted as a starting point for
harmonising these definitions on a European scale.

•

There are no Europe wide standardized classifications for causes of train delay (although
there is a UK standard, which proved to be too detailed for use in the pilot); no divisions
between the primary and the secondary causes for delay, i.e. primary cause: train directly
involved in delay, secondary cause: train is delayed caused by a train who is primarily
delayed. The work of the Operators group in this field is recommended as the basis for a
continuation of the process on a European scale.

The principal indicators of punctuality are:
•

Minutes delay to trains at a measurement point expressed as a percentage of all services
operated

•

Aggregate total of minutes delay to trains during the measurement period

To simplify the analysis of delays the causes were simplified as follows:
•

Infrastructure

•

Operations

•

External

•

Unexplained

In the work undertaken on the causes of delay only primary causes of delay were analysed. The
secondary or accumulated causes of delay related to the initial delay were omitted for analytical
purposes.
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In this respect the following participants were identified as showing Best Practice for further
Benchmarking purposes:
JR Kyushu (Japan); because of its high level of punctuality and operational performance
VR (Finland); because of their high level of punctuality in the Helsinki area and a
successful plan to improve long distance punctuality
Much attention had to be devoted to the above issues. Further work is necessary in order to draw
strong conclusions regarding punctuality. Within the framework of this benchmark the
following can be concluded on a provisional basis:
1.
The full analysis of punctuality and related performance is still ongoing and substantial
further input is needed to create a firm comparison between systems with variable
characteristics. This will lead to a better insight into the extent that operators can
influence the actual performance by comparison with the infrastructure providers and
operators.
2.
Punctuality is recognised as the most important indicator of performance both by
passengers and by Authorities. Continuous Improvement Programmes are therefore a vital
feature of work by Operators and Authorities in this field.
3.
Any benchmark on punctuality should:
•

start with a methodological approach that either prescribed the way punctuality is
measured (if ex ante measurement is possible) or prescribes which types of
measurements will be allowed (ex post). Moreover uncertainty margins etc have to be
fixed

•

Agree beforehand on the definition of punctuality

•

Agree upon a fixed list of causes for delay

•

Take into account the crucial position of infrastructure and infrastructure management

•

Let impartial external experts that have no interest in any specific outcomes take the
lead

•

Acknowledge the interaction with institutional factors when interpreting the final results
(for example under certain financial, geographical or network circumstances a
performance of 80% punctuality is relatively better compared to higher levels of
punctuality elsewhere)
Factors contributing to the high level of punctuality in Japan are:

•

Considerable attention to eliminating delay, due to staff, rolling stock and infrastructure,
the management of which is in one hand

•

Relatively simple timetables and rolling stock utilisation diagrams, to prevent spread of
delays from one line to another

•

Effective systems to minimise delays when incidents do occur, (suicides, accidents,
weather) involving close cooperation between traffic control, operators and
infrastructure management
It is not realistic to expect that in Europe the level of punctuality of Japan can be reached
in the short term, but a considerable step in that direction can be made

4.

R20020166.doc
29 August 2003

87

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

5.

One of the principal success factors in improving punctuality in Finland was the
involvement of staff members at all levels in focus groups to improve the service offered.
The effect of infrastructure related causes of delay on overall punctuality is clearly serious
and a source of concern. This factor should be carefully analysed so that incentive
realistic based contracts can be introduced, where the infrastructure provider may be
required to pay substantial penalties for delays to the Operator.

6.

7.3.2

Characteristics for growth

The group examined the main causes of growth to gain an insight of into the way that growth of
passenger kilometres operated and passenger numbers carried could be effectively incorporated
into contracts where performance related incentives and penalties are employed.
This analysis is still underway, but the growth as described in the Dutch draft contract for the
core railway network, which is closely related to the objectives of the National Government
seems to be a best practice document which could be used for benchmarking purposes in this
area. However a number of other national and regional variations remain to be evaluated.
Possible indicators for growth are:
•

Number of passengers carried

•

Number of passenger kilometres achieved

•

Modal-split (expressed as percentage)

For use as a general indicator the level of passenger kilometres is regarded to be the most useful.
The number of passengers does not necessarily reflect the various distances travelled. Used in
contracts it should be defined in order to be highly specific (within a sub-network or as
passengers boarding/alighting at certain stations). The expression of modal split within
indicators subsumes an influence on other modes: as such this should be an indicator used for
formulating Authority Policy rather than as an objective for railway policy and contracts.
The group examined the main causes of growth to gain an insight in a way that growth of
passenger kilometres operated and passenger numbers carried could be effectively incorporated
into contracts where performance related incentives and penalties are employed. This analysis is
still underway, but the growth as described in the Dutch draft contract for the core railway
network, which is closely related to the objectives of the National Government seems to be a
best practice document which could be used for benchmarking purposes in this area. However a
number of other national and regional variations remain to be evaluated.
The following conclusions were drawn regarding ‘growth’:
1.
Growth in the transport industry is closely related to the development of national and
local economy, population and land use changes and the creation of new or improved
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infrastructure. Hence the direct influence of operators on growth may be limited by the
degree of innovation they are able to introduce.
Growth can be stimulated by the creation of low tariffs during off peak periods and at the
weekends, but there is relatively little evidence at present that a mirror effect will
contribute to real overall growth or the underlying objectives.
Capacity restrictions of all types (infrastructure, stations, signalling and rolling stock)
have a strong debilitating influence on potential for growth.
Further analysis based on interviews and desk research has shown that there is a
relationship between improved services (in terms of frequency or speed) and growth.
There is also an important relationship between poor service performance and
punctuality, which leads, in due course, to stagnation of growth. A Continuous
Improvement Programme to be carried out by the Operator can form a excellent basis for
an incentives Contract provide the Authority is prepared to support the process in a
constructive manner.
Growth as expressed within the confines of Conditions of Contract so as to balance the
effects of external factors against the positive influence of better service and service
quality.
Any benchmark on punctuality should:

2.

3.
4.

5.

6.
•

Agree upon an approach for confidential information (take into account that a
competitive organisation of railway service providers exists/is becoming part of
practice)

•

A ‘do nothing’ scenario for each network to be compared (current situation and
prospects is necessary before any realistic comparison between growth figures is
possible)

•

A dependency analysis for each network to be compared is necessary that shows to
what extent growth results from autonomous developments/choices within the railways

•

Isolate the impact of the tariff structure and development

•

Isolate the impact and restrictions caused by hardware (stations, wagons, safety
systems)

•

Analyse further the (possible) tension between growth and quality of services

7.4

Follow Up

Each part of the conclusions requires further follow up work to be carried out; it is proposed that
this be pursued within the context of the DG TREN Monitoring Group: both the operators and
authorities Groups are anxious to continue the work that has been started by the respective
Groups. Clearly the conclusions drawn up so far are not fully mature. This is inherent to the fact
that this is a pilot project facing all kind of unforeseen constraints. However the fact that the
pilot has been successful is already illustrated by the fact that stakeholders (operators) have
continued their co-operation on ‘punctuality’ irrespective of the finalisation of the project.
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Therefore it is recommended that DG-TREN explores the continuation of these initiatives for
the benefit of rail services within the EU and, if possible, links it with its monitoring activities.
The experience of tendering and contracting rail services linked to commercial practices and
principles is generally a new skill both for Operators and Authorities. To facilitate and extend
knowledge in this area, it is recommended that the benchmarking process be followed by a
Continuous Improvement Programme linked to a programme of exchanges of data and
analytical exercises.
Any continuation process for the principal groups should facilitate the recruitment and retention
of further participants who would be actively encouraged to provide any existing data and
experience to the existing pool of knowledge. A continuation programme should continue the
existing sub-groups but seek to encourage the formation of new groups to study, for example,
such subjects as passenger security. Many participants have only limited time and resource
available for this type of work and if better budget provision can be made, they feel comfortable
if a larger proportion of the work is undertaken by consultants and experts with specialised
knowledge of the benchmarking and railway management processes.
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Names and addresses of participants
Authorities
Country

Organisation

Contact
person

Postal address

Phone, fax and email

Belgium

L'Administration
du Transport
Terrestre
Danish Ministry
of Transport

Mr E. Bulon,
Eric

Cantersteen 12
B-1000 BRUSSELS

Mr N.
Selsmark,
Niels
Mr M.
Granholm,
Markku

Frederiksholms Kanal 27
DK-1220 COPENHAGEN K

P:
F:
E:
P:
F:
E:
P:
F:
E:

Ms T. Korte,
Tiina

P.O. Box 235
FIN-00131 HELSINKI

Mr A.
Vuorela,
Antti

P.O. Box 521
FIN-00520 HELSINKI

Ms P.
Comlan,
Pascale
Ms G.
Grimm,
Gabriele
Mr L. Polgar,
Laszlo

Avenue Villars 11
F-75007 PARIS

Mr M.
Alsaker,
Magnar
Mr K. Juul,
Knut

P.O. Box 8010 dep.
N-0030 OSLO
P.O. Box 8010 dep.
N-0030 OSLO

Mr J.
Kleniewski,

Ul. Chalubinskiego 4/6
PL-00-926 WARSAW

Denmark

Finland

Finland

Finland

France

Germany

Hungary

Helsinki
Metropolitan
Area Council /
YTV
Ministry of
Transport and
Communications
Helsinki
Metropolitan
Area Council /
YTV
Authority Ile-deFrance
STIF
Ministry of
Transport

Ministry of
Economy and
Transport
Department for
Railways
Norway
Ministry of
Transport and
Communications
Norway
Ministry of
Transport and
Communications
Poland
Ministry of
Infrastructure
Department of
Transport Policy
The
Ministry of
Netherlands Transport and
Water
Management
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P.O. Box 521
FIN-00520 HELSINKI

Honvéd u. 13-15
1055 BUDAPEST

Mr drs.
P.O. Box 20901
F.A.M.M. van 2500 EX DEN HAAG
der Steen,
Franc

P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:

P:
F:
E:
P:
F:
E:
P:
F:
E:

00 32 25170877
eric.bulon@mobilit.fgov.be
00 45 33923416
00 45 33923894
ns@trm.dk
00 358 91561486
markku.granholm@ytv.fi
00 358 91602399
00 358 91602595
tiina.korte@mintc.fi
00 358 91561486
antti.vuorela@ytv.fi
00 33 147532800
pascale.comlan@stif-idf.fr

gabriele.grimm@bmvbw.bund.de
+ 36 1 3229447
00 361 3223429
laszlo.polgar@kovim.hu

magnar.alsaker@sd.dep.no

knut.juul@sd.dep.no
00 48 22628731
00 48 226301330
jkleniewski@hotmail.com

P: 00 31 70 3517557
F:
E: franc.steen@dgp.minvenw.nl
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Country

Organisation

The
Ministry of
Netherlands Transport and
Water
Management
United
SPT Strathclyde
Kingdom
Passenger
Transport
Executive
United
SPT Strathclyde
Kingdom
Passenger
Transport
Executive

Contact
person

Postal address

Phone, fax and email

Mr Y.H.F.
Cheung,
Francis

P.O. Box 1031
3000 BA ROTTERDAM

P: 00 31 10 2825658
F: 00 31 10 2825014
E: y.h.f.cheung@avv.rws.minvenw.nl

Ms H.
Howatt,
Hilary

Consort House 12 West George
St
G2 1HN GLASGOW

P: 00 44 1413333124
F: 00 44 1413333284
E: hilary.howatt@spt.co.uk

Mr M.C.
Reed,
Malcolm

Consort House 12 West George
St
G2 1HN GLASGOW

P: 00 44 1413333100
F: 00 44 1413333703
E: director.general@spt.co.uk

Observers
Country

Organisation

Contact
person

Postal address

Phone, fax and email

Belgium

SNCB / NMBS

Rue de France 85
B-1070 BRUSSELS

Belgium

SNCB / NMBS

Mr R.
Gayetot,
Richard
Mr J.P.
Deruisseaux,
Jean-Pierre
Mr D. Niven
Reed, David

P:
F:
E:
P:
F:
E:
P:
F:
E:

France

UIC
International
Union of
Railways
Switzerland SBB
Schweizerische
Bundesbahnen
Switzerland SBB
Schweizerische
Bundesbahnen
First Great
United
Kingdom
Eastern
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Rue de France 85
B-1070 BRUSSELS
Rue Jean Rey 16
F-75015 PARIS

Mr N. Rérat,
Nicolas

Brückfeldstrasse 16
CH-3000 BERN 65

Mr D.
Trolliet,
Daniel
Mr T. Steel,
Theo

Brückfeldstrasse 16
CH-3000 BERN 65
Artillery Lane 35
E1 7LP LONDON

P:
F:
E:
P:
F:
E:
P:
F:
E:

richard.gayetot@b-rail.be

jeanpierre.deruisseaux@b-rail.be
00 33 144492103
david.niven.reed@uic.asso.fr
00 41 512204208
00 41 512205382
nicolas.rerat@sbb.ch
00 41 512204019
00 41 512205382
daniel.trolliet@sbb.ch
00 44 2079043302
theo.steel@ger.firstgroup.com
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Operators
Country

Organisation

Contact
person

Austria

ÖBB
Österreichische
Bundesbahnen
DSB
Production
Traffic Quality
Management
VR Group Ltd

Mr C. Svatek, Elisabethstrasse 9
Christian
A-1010 VIENNA

Denmark

Finland

France

Hungary

Japan

Japan

Japan

Norway

SNCF
Strategic
Department
MAV Hungarian
Railways
Passenger
Directorate
Kyushu Railway
Company
Strategy
Management
Department
Corporate
Planning
Headquarters
Kyushu Railway
Company
Strategy
Management
Department
Kyushu Railway
Company
Strategy
Management
Department
NSB Norwegian
State Railway

Norway

NSB Norwegian
State Railway

Poland

PKP SA
Strategy,
planning and
economics office
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Mr T. Juhl,
Thomas

Postal address

Kalvebod Brygge 30, 2
DK-1577 COPENHAGEN V

Phone, fax and email
P:
F:
E:
P:
F:
E:

00 43 19300033650
00 43 19300025233
christian.svatek@n.oebb.at
00 45 33541536

P:
F:
E:
P:
F:
E:
P:
F:
E:

00 358 30722255
00 358 30720895
kari-pekka.rosenholm@vr.fi
00 33 153253044
00 33 153253068
maryvonne.benattar@sncf.fr
00 36 13425573
00 361 3320765
vizsy@email.mav.hu

tjuhl@dsb.dk

Mr K.P.
Rosenholm,
Kari-Pekka
Ms M.
Benattar,
Maryvonne
Mr F. Vizsy,
Ferenc

P.O. Box 488
FIN-00101 HELSINKI

Ms S.
Yoshida,
Sayako

3-25-21, Hakataekimae, Hakataku
812-8566 FUKUOKA

P: ++81 924740747
F: ++81 924742737
E: s.yoshida@jrkyushu.co.jp

Mr K.
Otsubo,
Koichi

3-25-21, Hakataekimae, Hakataku
812-8566 FUKUOKA

P: 81 924740747
F: 81 924742737
E: ootsubo.k@jrkyushu.co.jp

Mr K.
Fukushima,

3-25-21, Hakataekimae, Hakataku
812-8566 FUKUOKA

P: 81 924740221
F: 81 924749737
E: k.fukushima@jrkyushu.co.jp

Mr T. Clay,
Tony

Prinsensgate 7-9
N-0048 OSLO

Mr L.
Haagenrud,
Lars
Mr M.
Lukasiak,
Marian

Prinsensgate 7
N-0152 OSLO

P:
F:
E:
P:
F:
E:
P:
F:
E:

Rue du Commandant Mouchotte
34
F-75699 PARIS CEDEX 14
Andrássy út 73/75
H-1062 BUDAPEST

Ul. Szczesliwicka 62
PL-00-973 WARSAW

tonyc@nsb.no
00 47 23153229
00 47 23153162
lars.haagenrud@nsb.no
00 48 225249130
00 48 225249132
m.lukasiak@pkp.com.pl
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Country
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Poland

PKP SA
Strategy,
planning and
economics office
Banverket

Mr S.
Romanski,
Stanislaw

Ul. Szczesliwicka 62
PL-00-973 WARSAW

P: 00 48 225249140/131
F: 00 48 225249132
E: m.lukasiak@pkp.com.pl

Sweden

The
NSR Strategy &
Netherlands Business
Development
Hgb IV 18.03
United
ScotRail
Kingdom
United
Kingdom

ScotRail

United
Kingdom

ScotRail
National Express
Group
Caledonian
Chambers

Mr B.
Sundin,
Bengt
Mr D. Hatch,
Donald

Mr A.
McPherson,
Alastair
Mr A. Scott,
Alan

P.O. Box 2025
3500 HA UTRECHT

Union Street 87
G1 3TA GLASGOW
Union Street 87
G1 3TA GLASGOW

Mr J.
Union Street 87
Farquharson, G1 3TA GLASGOW
Jerry

P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:

bengt.sundin@banverket.se
00 31 30 2359243
00 31 30 2358012
donald.hatch@ns.nl
00 44 1413354604
00 441413354646
alastair.mcpherson@scotrail.co.uk

00 44 1413354604
00 441413354646
alan.scott@scotrail.co.uk
00 44 1413354604
00 441413354646
jerry.farquharson@scotrail.co.uk

Team members
Country

Organisation

Contact
person

Postal address

Phone, fax and email

Belgium

OGM SA

Ms B. Pelaez,
Beatriz

Avenue d'Auderghem 92
B-1040 BRUSSELS

Belgium

OGM SA

Avenue d'Auderghem 92
B-1040 BRUSSELS

Hungary

Transman
Consulting for
Transport System
Management Ltd
Transman
Consulting for
Transport System
Management Ltd
TØI Institute of
Transport
Economics
TØI Institute of
Transport
Economics

Mr Y.
Mathieu,
Yves
Mr dr. J.
Monigl, Janos

Hercegprímás utca 10.III.em. 4.
H-1051 BUDAPEST

P:
F:
E:
P:
F:
E:
P:
F:
E:

Mr Z. Berki,
Zsolt

Hercegprímás utca 10.III.em. 4.
H-1051 BUDAPEST

P: + 36 1 3531484
F: 00 361 3110265
E: berki.zsolt@transman.hu

Mr N.
Fearnley,
Nils
Mr E.
Carlquist,
Eric

P.O. Box 6110 Etterstad
N-0602 OSLO

P:
F:
E:
P:
F:
E:

Hungary

Norway

Norway
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P.O. Box 6110 Etterstad
N-0602 OSLO

00 32 27379684
00 32 27379699
beatriz.pelaez@ogm.be
00 32 27379680
00 32 27379699
yves.mathieu@ogm.be
+ 36 1 3531484
00 361 3110265
transman@transman.hu

00 47 22573861
00 47 22570290
naf@toi.no
00 47 22573845
00 47 22570290
eca@toi.no

R20020166.doc
29 August 2003

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

Country

Organisation

Contact
person

Poland

Mr W.
Al. Armii Ludowej 16
Suchorzewski PL-00-637 WARSAW
, Wojciech

P: 00 48 228253727
F: 00 48 228253727
E: w.suchorzewski@il.pw.edu.pl

The
Netherlands

Warsaw
University of
Technology
Institute of Roads
and Bridges
Erasmus
University

The
Netherlands

Erasmus
University

The
Netherlands

Erasmus
University

The
Netherlands

NEA
Transportonderzo
ek en -opleiding
NEA
Transportonderzo
ek en -opleiding
NEA
Transportonderzo
ek en -opleiding

Mr mr. drs.
P.A. van
Reeven, Peran
Mr J.J.T. de
Vlieger,
JanJaap
Mr drs. D.M.
van de Velde,
Didier
Mr drs. A.
Rosenbrand,
Ad
Mr drs. P.B.D.
Hilferink,
Pieter
Mr mr. drs.
J.W.C. van
Elburg, JanCoen
Mr R.
Lunsingh
Scheurleer,
Robbert
Mr W.R.
Clarke, Bill

P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:
P:
F:
E:

The
Netherlands
The
Netherlands

The
Netherlands

NEA
Transportonderzo
ek en -opleiding

United
Kingdom
United
Kingdom

Railway
Technology
Strategy Centre
Department of
Civil and
Environmental
Engineering

Mr W.
Adeney,
William

Postal address

Phone, fax and email

P.O. Box 1738 Kamer H12-19
3000 DR ROTTERDAM
P.O. Box 1738
3000 DR ROTTERDAM
P.O. Box 1738 Kamer H12-17
3000 DR ROTTERDAM
P.O. Box 1969
2280 DZ RIJSWIJK
P.O. Box 1969
2280 DZ RIJSWIJK
P.O. Box 1969
2280 DZ RIJSWIJK

00 31 10 4082113
00 31 10 4089156
vanreeven@few.eur.nl
00 31 10 4081495
00 31 10 4089156
devlieger@few.eur.nl
00 31 10 4082178
00 31 10 4089156
vandevelde@few.eur.nl
00 31 70 3988378
00 31 70 3988426
aro@nea.nl
00 31 70 3988305
00 31 70 3988411
phi@nea.nl
00 31 70 3988304
00 31 70 3988312
jel@nea.nl

P.O. Box 1969
2280 DZ RIJSWIJK

P: 00 31 70 3988362
F: 00 31 70 3988312
E: rsc@nea.nl

Oakvale Court 4 Dorrington
SY5 7JW SHREWSBURY

P:
F:
E:
P:
F:
E:

Imperial College
SW7 2BU LONDON

00 44 1743718520
00 44 1743718520
wrclarke@gofornet.co.uk
00 44 2075946093
00 44 2075946107
w.adeney@ic.ac.uk
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European
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Ms
M.
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Maria
Mr
H.J.Y.
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B-1049 BRUSSELS

P:
F:
E:
P:
F:
E:
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1

INTRODUCTION

1.1

Aim and contents

With the BOB pilot on passenger rail transport one of the topics for benchmarking is the
relation between authority and operator. This working document prepared by the consultant has
two main aims. First of all, to present a general description of the situation within the
participation countries. This should give the necessary minimum background for further
benchmarking. In addition in this way participants also have a better picture about the
institutional framework in which their colleagues have to work.
A second aim of this document is to present an initial workplan. In the country descriptions a lot
of topics, discussions, indicators, contractual arrangement etc. are described. However, in order
to make the benchmarking exercise useful, a detailed selection of topics for benchmarking
should be made. Therefore the working plan will be elaborated on the basis of the December
Seminar in Brussels.
It should be underlined that this document is a working document. It is only a start. This
document should be updated during the process. The main challenge is to focus the descriptions
on the topics that will be selected for further benchmarking.
The country descriptions give a general overview of the contractual relations between
authorities and rail operators. Three main aspects are covered in respect:
•

Institutional framework of the authority

•

Performance indicators used in contracts

•

Incentives used in contracts

As already mentioned, these papers should be regarded as working documents that can be
updated and should be worked out during the further benchmarking process. In the following
section a first analysis of the papers will be presented, while the third section presents a draft
work plan.
The participation of Belgium in this subgroup as well as participation of Austria became clear
only recently. Therefore these countries are not yet included in the country descriptions and
analysis. These gaps should be ‘filled’ in directly after the coming working meeting.
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1.2

Analysis

Institutional framework
The institutional framework is mostly similar. In most of the countries the Ministry of Transport
is responsible for the general policy and legal framework. The national railway operator is a
100% state owned company, with some influence from the Ministry of Transport (e.g. as a
shareholder). Contracts for passenger rail services are concluded between the Ministry of
Transport and the railway company and in some cases also between the company and regional
or local governments. For example Ile-de-France and Helsinki have a separate rail service
contract. Denmark also appears to demonstrate a similar trend. Namely, the responsibility for 13
private local rail companies as well as for one local rail service of the main rail operator DSB in
Greater Copenhagen has been transferred from the Ministry of Transport to the regional
authorities since 1 January 2001.
The following table shows the key facts of the organisational framework.
Country
Norway
Hungary

Authority
MOTC
MOTC

Operator
NSB BA, limited liability company
- Hungarian State Railways Co.
- Gyor-Sopron-Ebenfurth Railways

Japan

MOTC

UK
Netherlands

DTLR
MOTC

- 6 JR Companies (62%)
- JR Kyushu
- Private companies (38%)
- 25 passenger rail companies
- Dutch Railways

France

- MOTC
- STIF (Ile-de
France
- MOTC
- Helsinki
- Federal Office of
Transport

Finland
Switzerland

Denmark

MOT
Development
Council of Greater
Copenhagen
(HUR)
Other local
authorities

104

-

SNCF
RATP (Ile-de-France)

Ownership
100% state owned
- 100% state owned
- 61% Hungary
- 33% Austria
- 6% private entities
- up to 68% privately owned
- 100% state owned
- 100% privately owned
- 100% privately owned
- 100% privately owned (shares
100% state property)
- Public company
- Public company

VR
Ltd;
independent joint-stock
company
Federal Railways (SBB), public
limited company (87% market
share)
Several small private companies
Danish National Railway (DSB)

- 100% state owned

- Private Rails (13 local rail companies)

-

-

100% state owned

-

often majority of shares in
public hands
100% state owned
independent public
corporation

-

50% state owned &
50% owned by local/ regional
authorities
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Traffic control
An issue of specific interest is the place of the traffic control. The dilemma is that on the one
hand traffic control should be independent in case of more then one company using the
infrastructure, while on the other hand traffic control is very much linked with railway operation
and traffic control centre has direct influence on punctuality for example. Therefore the picture
is mixed (see table below). In some countries the traffic control function is executed by an
independent organisation under the MOTC (Finland, Denmark and Norway). In other countries
this responsibility belongs to the operator (France and Switzerland). It is interesting to see that
in Japan infrastructure management and traffic control is performed by the rail companies,
which are privatised.
UK and the Netherlands have some problems finding the right place for traffic control. The UK
recently nationalised this function, while in the Netherlands a discussion takes place whether to
place traffic control again within the Dutch Railways and not any more under the Ministry of
Transport.
Country
Norway
Hungary
Japan
UK
Netherlands
France
Finland
Switzerland
Denmark

Place of traffic control
Separate organisation; subordinated to Ministry of Transport
Within State Railways; independent organisation by 1st January 2004
Infrastructure and traffic control part of railway companies
Railtrack, until recently fully private company, but nationalised again, under DTLR
Rail Traffic Control; under MOTC, but intention to remove it to Dutch Railways
again
Traffic Control part of operator
Finnish Rail Administration; independent body under MOTC
Infrastructure and traffic control part of railway companies; supervision by
independent committee
The Danish National Railway Agency; independent government corporation
subordinate to MOT;

Policy objectives
The overview below shows that some information regarding policy objectives is lacking. Either
this information does not exist because there are no clear policy objectives with regard to rail
transport, or this information is not (yet) available.
An interesting question is why many authorities do not set quantified targets. In this overview
only the Ile-de-France authority have such targets. The Netherlands for example had quantified
their targets, but in the latest policy plans they have not.
A general distinction can be made between social targets (minimum service level) and targets
aiming at changing the modal split in favour of public transport.
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Country
Norway
Hungary
Japan

UK

Netherlands
France / STIF

Finland

Switzerland
Denmark

Policy objectives
•
achieve real transfer of traffic from road to rail
Improve efficiency of public transport; ensure appropiate basic level of services
•

construction of co-ordinated, efficient and environmentally-friendly
transportation infrastructure

•

Liberalisation of rail sector (free competition)

•

continuous improvement in safety

•

continuous improvement in quality

•

develop markets and provide innovative customer oriented services

•

accessible and vital urban areas

•

attracting people from car to public transport

•

Cut car traffic in the region by 3%

•

Cut percentage of car journeys in outer suburbs to 85% of all motorised
journeys

•

Increase public transport by 2%

•

Social function: guaranteeing access to safe and reasonably priced highquality public transport

•

Public transport should remain a viable alternative to the private car

•

Boost performance and efficiency of public transport

•

Ensure appropriate basic level of services

•

Make the railway transport more attractive and integrated part of the total
transport pattern both in Denmark and internationally

•

Intensify the competition in rail passenger transport

Performance indicators
The table below shows the performance indicators used in contracts.
Country
Norway

Hungary
Japan
UK

Netherlands
- France/national
- France/IDF
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Performance indicators
•

frequency per line during weekdays and weekends

•

number of seats during peak hours

•
target values for punctuality
(new performance contract to be concluded)
General PSO requirements
‘Yardstick competition’ (evaluation criteria not known)
Depending on contract between TOC and SRA. Minimum requirements:
punctuality and reliability
Demand Limit (in fact minimum railway services) based on infra capacity etc.
Furthermore:
- minimum standards for stations (cleanliness, lighting etc.)
passenger growth during peak hours on specific lines
Punctuality
sufficient number of seats available
-

customer service levels
regularity
cleanliness and information
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Finland/ Helsinki

-

Finland/national
Switzerland

quantity and quality requirements
Service contracts include a description of:
estimated passenger numbers and passenger kilometres
vehicle kilometres supplied

Denmark

-

requirements on quality and quantity
quantity: minimum level defined

punctuality levels per service category (S-trains, InterCity, regional) in the
negotiated contracts
customer satisfaction surveys (twice per year)
costs comparison per passenger km for operators using a quality index
(weighted values of frequency, journey time, comfort and reliability)

This list of performance indicators shows a strong focus on input oriented performance
indicators. The most common output-oriented indicator is punctuality, which is subject of
further benchmarking in a specific sub-group of the BOB pilot.
Incentive
In addition to performance indicators incentives are a common instrument in contracts between
authorities and operators. The following list gives an overview of incentives used in current
contracts.
Country
Norway
Hungary
Japan
UK

Netherlands

France/IDF
Finland/ Helsinki

Finland/ national
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Incentives
Incentives resulting from net-cost compensation scheme
No specific incentives
‘Yardstick competition’ (evaluation criteria not known)
Depends on contract TOC – SRA. Financial penalty’s related to targets on:
queuing times at ticket offices
punctuality and reliability (including compensation to regime)
Furthermore:
independent customer satisfaction surveys
Bonus for additional passenger growth
Malus for not meeting punctuality targets
Fine in case of not meeting the minimum service time requirements
Customer satisfaction survey and publication of performance results
penalties in case production is not on agreed level
bonus and penalty system linked to service quality
bonus / malus system for punctuality < 97.5% and > 98.5%
malus system for cancelled services
bonus/ malus system for quality of passenger services
-

penalty for cancelled services (no compensation)
revenues are based on fares
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Switzerland

-

Denmark

-

-

incentive resulting from financial system
in case of worsening output, government might give authorisation to other
company
benchmark on efficiency of companies, with reduced payments for low
performing companies
Comparison of costs per passenger kilometre for local rail services for DSB in
respect to Private Rails led to MOT’s action of out-tendering 15% of existing
DBS services
A reduced contract payment is initiated by DSB and accepted by MOT, as a
result of positive development in income from passenger services and the
efficiency enhancement measures carried out.

As made clear by this overview, several incentives exist. A rough distinction can be made
between direct and indirect incentives. Direct incentives means a bonus/malus system with
regard to qualitative or quantitative performance targets. Indirect incentives result from the
financing system in general, publication of performances, customer surveys or benchmarking
systems.
1.3

Draft work plan

Collecting additional information
The analysis of country descriptions makes clear that comparison is still difficult. Therefore in
order to enable a successful benchmarking phase, an additional round of information collection
should be made. NEA will prepare shortly after the December meeting a detailed overview of
specific information that should be collected by each partner. However, first of all during the
next meeting a choice should be made with regard to the precise topics for further
benchmarking. On the basis of the precise topics an overview can be made of indicators that
influence the outcome (e.g. indicators that determine punctuality). Information on the indicators
in question should be collected on a detailed level. This provides for the necessary information
for the benchmark.
The following sections present a proposal from the side of NEA concerning the benchmarking
of passenger growth.
Passenger growth
With regard to the relation between authorities and operators, two main topics emerge. The first
is punctuality and the second passenger growth. While the first topic is already covered in the
project, it is proposed to take passenger growth as other main topic for further benchmarking.
Passenger growth is an interesting topic for several reasons. First of all it is in the heart of
discussions concerning the relation between policy objectives and performance indicators &
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incentives. In several cases like for example Ile-de-France the authority has set quantitative or
qualitative objectives with regard to a modal shift from car to public transport or concerning an
increase of public transport use.
The interesting question is to what extend passenger growth can be used as performance
indicator towards rail companies and, if yes, in what way. Several issues play a role, for
example:
•

what are the main factors behind passenger growth

•

do authorities and operators have instruments to influence passenger growth

•

how could the objectives be translated into indicators and incentives

In order to have a good basis for benchmarking the following information should be available
for every participant:
•

Division of responsibilities concerning:
- infrastructure construction
- infrastructure management
- traffic control
- investments in rolling stock
- investments in railway stations

•

Financial arrangements
- financing system of railway services
- responsibilities concerning tickets and fares

•

Performance indicators in contract
- entity of indicator (train kilometres, number of passengers, etc.)
- required level of indicator
- any incentives related to the indicators
- any other measures in case indicators are not met

•

Incentives used in the contract
- entity of incentive (number of passengers, punctuality etc.)
- target level
- description of positive and negative incentives
- total financial risk for operator

Only if the above information is levelled on a detailed level one can have a benchmarking
without comparing situations that are not placed in their (national) context.
Furthermore, some indications with regard to the determining factors of passengers growth
should be discussed, as well as the whether these factors differ largely per country or not.
Examples of factors are:
•

awareness raising (focussed on car user for example)

•

quality of infrastructure (rail and rolling stock)

•

additional supply (new stations for example)
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•

variable costs of car use

•

public transport tariffs

•

changes in employment

•

changes in economy

•

changes in demography

Time path
During the coming meeting agreement should be reached with regard to the topic(s) for further
benchmarking as well as the indicators to be collected by the participants for this purpose.
•

Friday 21 December 2001 NEA send all participants conclusions of the Brussels
meeting, a more detailed working plan and individually an outline revision of the country
document and for the specific information to be collected, based on the conclusions of the
working session.

•

Friday 1 February 2002 all participants deliver the requested information to NEA.

•

Friday 15 February 2002 NEA send all participants the integrated document

•

March 2002: Plenary session with presentation of first results

•

May/June 2002: Working session on policy benchmarking

•

September 2002: Plenary session with presentation of final report
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2

NORWAY

2.1

Institutional Framework of the Authority

2.1.1

Responsibilities

The institutional framework regulating the railway transport in Norway constitutes of the
following principal authorities:
•

Rail Transport Section of the Transport Department, the Ministry of Transport and
Communications;

•

Norwegian National Rail Administration;

•

Norwegian Railway Inspectorate.

The responsibilities of the Rail Transport Section (MOTC) include the railway policy making,
creation of framework conditions for the railway sector, management of the subordinate
agencies, like the Norwegian National Rail Administration, the Norwegian Railway
Inspectorate and the Supervisory Authority for Aerial Ropeways. Additionally, it carries out
proprietary tasks vis-à-vis Norwegian State Railways (NSR), deals with budgetary and
economic matters as well as negotiates the government purchases of passenger traffic services
from NSR (PSO contracts). The responsibilities also include analyses and studies of the railway
sector, international railway issues, supervisory functions, long-term planning, legislation in the
rail transport sector and other legal and administrative matters.
The National Railways Administration (NRA), Jernbaneverket, an administrative agency in its
own right subordinate to MOTC, is totally responsible for the operation and maintenance of
railway infrastructure, including investment in new constructions. It is also in charge of the rail
traffic control and, as the path allocation authority, of distribution of track capacity among the
railway service providers. This includes also the responsibility for providing track access to
train services governed by the PSO contract between the MOTC and NSR. The NRA is
financed through the national budget (though some minor financing is obtained from
commercial engagements by NRA in specialised entrepreneurial and maintenance services for
railway infrastructure). Long-term plans and the annual government budgets determine the level
of the Administration’s activity in terms of operation, maintenance and investment in railway
infrastructure, which in turn form the basis for priorities in passenger and goods transport.
The National Railways Inspectorate (NRI), Statens Jernbanetilsyn, is an administrative agency
in its own right subordinate to MOTC. Its mission is to promote the interests of the general
public, including the safety of passengers and railway personnel, by surveillance of safety
aspects in railway sector. The Inspectorate also ensures that operators of railway activity satisfy
the requirements set in the Railway Act. The Inspectorate handles applications for authorisation
to engage in railway activity. The NRI is entirely financed through the state budget.
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2.1.2

Relations with Passenger Service Providers

At present, only one railway operator is active in the domestic market for passenger rail, i.e.
NSB BA. The subsidiary company of NSB, Flytoget AS, a limited liability company operates
the line between Asker/Oslo and Gardermoen.
The market for international passenger rail transport is currently served by 3 operators:
1
LINX, a limited company jointly owned by NSB and the Swedish State Railways SJ
2
Varmlandstrafik, a Swedish regional operator
3
Togkompaniet on behalf of the NSB
The Norwegian State Railways (NSB BA) is a state-owned limited liability company
established by special legislation. The special legislation was recently adjusted so that it for any
practical matter is comparable with the standard legislation for other limited companies. The
Minister of Transport and Communications is the company’s General Meeting and appoints the
board of directors. The government bears no financial responsibility for the company, except the
equity and the compensation for PSO’s. NSB Biltrafikk AS (bus company) and NSB
Gardemobanen AS (runs the new Oslo Airport rail link) are wholly-owned limited companies
which together with the parent company make up the Norwegian State Railways Group. The
core activities are passenger and goods transport by rail. With respect to passenger transport, the
Group's strategies focus on transport facilities encompassed by the scheme of government
procurement of passenger traffic services, tilting-train services on long-range inter-city routes
and the airport shuttle. In 2000, state purchases of transport services from Norwegian State
Railways amount to NOK 987 million.
The Norwegian legislation on railways operations states that any railway company must have a
license to access the national railway network for domestic rail transport. This license is
obtained from MOTC. Currently, this licensing arrangement does not apply to NSB BA, which
in effect have ‘grandfather rights’ to the network. LINX AB and Flytoget AS has obtained
access right to the network as a subsidiary of NSB BA. Togkompaniet and Varmlandstrafik
operate on behalf of NSB BA, on the basis of the PSO-contract between MTC and NSB BA,
and execute the ‘grandfather rights’ of NSB BA.
With respect to public transport services in Norwegian railway market, only sub-urban trains
and InterCity trains are subject to public service obligations. Interregional express-trains
(between Kristiansand, Bergen, Trondheim and Oslo) and the airport express-trains are not
subject to PSOs. This also means that no PSOs exist for regional trans-border passenger traffic.
However, Togkompaniet operating, on behalf of NSB, on the Ofoten line from Narvik (N) to
Riksgransen (S) and Vaemlandstrafik operating the line between Arnes/Kongsvinger (N) and
Charlottenberg (S) formally receive PSO compensation from NSB for traffic to the
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Norwegian/Swedish border, though their train services effectively extend across the Norwegian
border.
One of the main political objectives for the PSO’s imposed on NSB is to achieve a real transfer
of traffic from road to railways and reduce the negative environmental impact of road traffic.
The PSO’s for rail transport are regulated by MOTC via contractual agreements. The operator
is, however, free to participate in local and regional so-operations on ticketing and fare systems
governed through contract agreements with one or more county authorities (fulkeskummune).
Such a co-operation on various regional and local ticketing/fare systems is viewed as being
within the commercial interest of the operator and, therefore, as such is not regulated within the
PSO contract between MOTC and NSB. These regional ticketing/fare systems are mainly the
result of initiatives coming from the county authorities.
2.2

Performance Indicators Used in the Contracts

In addition to the performance quality level laid down in the PSO contract, NSB fall under the
provisions of the Railway Act and NSB’s internal passenger transport regulations approved by
MOTC, which stipulate the level of service in general. For instance, the Act requires that the
passenger rail services should be adopted as far as possible for disabled people and people with
prams.
Specifically, the PSO contract with the NSB regulates for each line the frequency of services
during weekdays and weekends, and the peak hour capacity in number of seats. The contract
defines standards (target values) for regularity and punctuality for the services covered by the
contract.
Further, the PSO contract directly regulates the changes from year to year for the standard fares
(i.e. single ticket standard fares, second class). Though rebated tickets are viewed upon as a
primarily commercial concern for the operator, however mayor changes in the rebate system
(i.e. rebates on monthly/annual ticket) are to be agreed upon in the negotiations between MTC
and NSB. Rebates for specified society groups (students, privates in the military etc) are mainly
handled through general regulations and agreements with respective authorities (Ministry of
Education, Ministry of Defence etc), including the compensation for the operator, and are not
part of the PSO contract between MOTC and NSB. The rebates for elders and disabled people
are based on long established practice and are, as such, viewed as a natural part of the fare
system.
The operator is obliged to regularly submit to MOTC quarterly reports on the performance
within the PSO contract. In addition, independent statistics on punctuality and regularity is
collected by NRA and reported to the Ministry. Further, the operator has regular meetings with
various interest groups (regional governments, commuter associations, associations for disabled
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etc) in order to adjust the passenger rail transport services to the various needs of these groups
and to disseminate information about future changes in the services. These suggestions for
adjustment are then decided upon in the negotiations between the operator and the MOTC.
In the case of operator’s failure to provide the agreed PSO railway services, the operator is
obliged to provide alternative modes of transport (busses or taxes). The special rights of the
passenger are protected by the NSB’s internal passenger transport regulations, ordinary
consumer legislation and by the Convention for International Carriage by Rail.
In the case of the operator failing to comply with the PSO requirements laid down in the
contracts between the operator and MOTC, the Ministry may demand re-negotiation of the
contracts. A re-negotiation may result in withdrawal of payments, reductions in the level of
compensation and/or special obligations for the operator to correct the situation. The contract is
mutually terminable.
2.3

Incentives Used in the Contracts

The PSO contract and the level of compensation within the contract is awarded after
negotiations with the operator, no tendering procedure is used for determining the level of
compensation.
The main incentive through the PSO contract is realised through the net-cost compensation
scheme, i.e. operator is compensated for the net-cost of operations, which is based on the
operator’s budget for the given volume of production. Namely, expected revenue minus
expected cost of operations equals net cost of operations. The operator takes the commercial
risk of the operations if the financial performance differs from expectations. Improvements in
the performance relevant to the PSO contract framework that do not result in improvements in
the operator’s financial performance are to be agreed upon in the negotiations between MOTC
and the operator, and the resulting changes in the net-cost of operations must be specified.
Specifically, the negotiations with NSB cover two main aspects:
1
the level of activity/production; and
2
the minor premises for the budget/accounts.
This in effect determines the level of compensation. The revenues and costs are calculated in
accordance with the operator’s budget for the coming year. The cost basis is limited to the cost
elements that are specified in the framework contract between the operator and MOTC. This is
basically limited to ordinary operating costs and costs on assets (both write-offs and calculated
interest on total liabilities). The coverage of other costs (extraordinary costs, restructuring costs
etc) must be agreed upon during the negotiations.
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When calculating the compensation for PSOs, the expected rate of return of the operator is not
directly taken into account. However, the compensation includes 1) a calculated interest on total
liabilities, based on a negotiated rate of interest; and 2) a compensation for ‘additional risk’,
which is calculated as a percentage (limited to 5 percent) of total expected revenue. The actual
percentage of the compensation for ‘additional risk’ is a matter of negotiation for each year, and
is supposed to be a premium for the operator pending on the ambitions of the operator for next
years on increase in traffic. In this respect, the PSO compensation includes some rates of return
on equity owned by MOTC.
The specified compensation scheme partially prevents cross-subsidisation through the
definitions of cost elements and revenue that are liable for compensation. The PSO services are
also subject to detailed analytical accounts based on the activity-based accounting principle
(ABC-accounting), which is to be approved by a state authorised (chartered) accountant/auditor.
NSB and MOTC together with the Norwegian Institute of Transport Economics (TOI) have
recently initiated a process with the objective to develop a new contractual framework. The
framework is to be more focused on the performance of the operator with respect to PSO by
giving the operator more direct and dynamic economic incentives, which are in line with the
underlying political objectives of public service obligations.
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3

HUNGARY

3.1

Institutional Framework of the Authority

3.1.1

Objectives targeted

In view of the EU accession, the Parliament of Hungary in 1996 has issued a Declaration on
New Hungarian Transportation Policy. As declared, the main strategic directions are the
protection of human life and the environment, the efficient and market conforming operation of
transport, the promotion of a more balanced regional development of the country and the
improvement of the conditions of co-operation with the neighbouring countries.
The general goals are supported by the specific objectives of a sustainable passenger
transportation policy in railway sector being striven by the Ministry of Economy and Transport
(Railway Department) to meet the Acquis Communitaire requirements. The numbers reported in
passenger transportation are twice the EU average and the Government further flourishes the
ambition to maintain the market share above the EU average also in the liberalised future.
Additionally, the Ministry strives to provide conditions that are more advantageous for
transportation methods and technologies which are less threatening to the environment and
enhancing safety.
3.1.2

Restructuring of railway sector

As part of the preparation for membership, the MOT has started the restructuring of railway
sector and harmonisation of respective legislation. With regard to the Council Directive
91/440/EEC, as amended by the Directive 2001/12/ECand on the development of the
Community railways , Hungary requests a transitional period lasting until December 2006
during which Hungary would be exempted from granting non-discriminatory access to the
Trans-European Rail Freight Network in Hungary to railway undertakings established in other
Member States (para. 3 of Article 10 of CD 2001/12/EC). During this transition period access
rights for foreign railway undertakings will be limited to 20% of the annual total capacity of the
TERFN lines.
On the basis of the amended Railway Act of 1993, Hungary is underway to separate accounts
for passenger and freight services within Hungarian States Railways Co. (MAV Rt), the
accounting separation of infrastructure railway from commercial railway has been completed
already. Similar process is taking place at GySEV Rt (Hungarian-Austrian rail undertaking)
where separation of accounting in respect of the Austrian railways was introduced in 2000 and,
as regards the Hungarian railways, has be done in 2001.
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Taking into account the latest EC Directives 2001/13/EC and 2001/14/EC, Hungary intends to
establish an independent organisationin charge of capacity allocation and infrastructure charging
by January 1, 2004. The licensing of railway undertakings is carried by a separate entity from
2002 onwards. The duties of the regulatory body, including safety issues, will be carried out by
the present Railway Inspectorate within the General Inspectorate for Transport.
3.1.3

Authority’s relation with the operator

The railway passenger market in Hungary is served by two operators:
a
b

Hungarian State Railways Co. (MAV Rt);
Gyor-Sopron-Ebenfurth Railway Co. (GySEV Rt).

The Minister of Transport, as exerciser of the ownership right of the State, has established the
Hungarian State Railways Co (Magyar Allamvasutak Rt.) in 1993 as a share holding company
with 100% ownership of the Hungarian State. The activity of the State as a 100% shareholder
fundamentally determines the operation of MAV Rt. The Minister of Transport decides on the
composition of the Board and Supervisory Committee. With regard to the legal environment,
the conditions are regulated by law (Act/XCV/1993, Railway Law). The enforcement of this has
been embodied in a civil contract between MAV Rt and the Hungarian State, signed by the
Ministry of Transport with the approval of the Minister of Finance on February 1, 1995. Since
then the contract, which also includes financing of the infrastructure, is yearly actualised.
MAV Rt is a nation-wide passenger (and freight) transport service provider enjoying the 38%
share of the total public passenger market in the country. The EuroCity, EuroNight,
InterCityRapid and InterCity are the product groups with the highest quality from those offered
by the company. Despite the fact that MAV Rt regularly receives significant government
subsidies (approximately 0.8% of GDP), it continues to suffer losses of market share and
capital. In 2000 only 32.5% of passenger transportation cost was covered by the revenues from
fares, another 52,5% of total cost was financed by the State and the remaining 15% by
increasing the outstanding total debt.
The Gyor-Sopron-Ebenfurth Railway Co. (GySEV Rt.) is another passenger service provider
with international profile serving specific regions in Hungary and Austria on a concession basis
prolonged until the year 2007. From the pointview of ownership10, economy and accounting
system, GySEV Rt runs two individual enterprises operating on the territory of two states
according to the regulations of the respective countries (i.e. in accordance to the business
regulation applicable also to MAV Rt). Both operators sell tickets for each other’s trains. The
sales and clearance are realised on the basis of the MAV-GySEV contract. Subject to the
10

61% of the GySEV Rt shares are owned by the Republic of Hungary, 33% by the Republic of Austria and the
remaining part by private entities
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Government Decree 10/1997 in respect to railway passenger transport contracts, the railway
company operates the published trains on the lines specified in the timetable which has to be
approved by the Minister of Transport.
Both MAV Rt and GySEV Rt. currently have monopoly and enjoy exclusive rights in the
conventional rail passenger market in Hungary.
3.2

Performance indicators used in contracts

The public service obligations in domestic passenger transport are currently qualified as a ‘basic
service’ provision. Subject to Act 1993/XCV on Railways, the Government and the Railway are
obliged to draw up a contract and define a ‘basic service’ in that. On the basis of that definition,
MAV Rt has issued in 2000 a Passenger Transport Quality Statement (Passenger Charta)
specifying the guarantees and quality standards in respect to services.
According to Act 1991/XVI on Concession, the operation of passenger transport on rail is a
concession liable activity. Further, the rail company, subject to Government Decree 10/1997 on
Contracts of Passenger Transport on Railway and the Railways Passenger Transport Business
Regulation, is obliged to undertake passenger transport if the passenger complies with the
conditions set out in the business regulations and the service is possible to be provided with the
passenger trains issued in the timetable.
As for the fares, the domestic fares are determined by the State. The international fares are
determined on the basis of international agreements. The fares specified are the official priced
fares regulated by a number of legal acts. They stipulate, that the definition of official fees in
rail transport is the responsibility of the State. When the price is subsidised by the State Budget,
the official price must be approved by the Minister of Finance. Subject to the Decree of the
Minister of Transport 28/1996, the prices are determined on the highest prices of railway
passenger transport according to the domestic public timetable. In addition, the State regulates
what discounts shall be provided for every specified society group (students, pensioners,
workers etc). Railway operators are free to provide other discounts based on their business
policy.
3.3

Incentives used in the contracts

The non-existence of competition and tendering procedure for contract with the State and the
effective legal framework predefine the approach in Hungarian State. By the Ministry of
Transport approving the timetable, the State undertakes the role of the commissioner of the
timetable and assumes the obligation to compensate for the difference between the costs of the
service and the revenues gained from it. The costs of the service are determined on the basis of
the regulation of costing approved by 3 parties: MAV Rt., the Ministry of Transport and Water
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Management and the Ministry of Finance. The due amount is the ‘production price subsidy’,
which is currently a flat rate fixed in the annual Government Budget , but falling behind the
amount of the real difference. For the financing of the uncovered part MAV Rt has to take a
loan guaranteed by the Government. Such situation results in a backlog of investment and
deterred maintenance.
In respect to compensation of discounts, the State assumes the risk of the provision of the
officially set discounts. The railway company gets a consumer price subsidy from the Budget
for the social policy discounts provided by the State, which means a compensation up to the full
price of the ticket. In case of discount tickets, this is calculated on the basis of the real sales
figures. In case of charge-free journeys, MAV Rt. gets a price subsidy of 12% of the annual
farebox revenues.
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4

JAPAN

4.1

Institutional Framework of the Authority

4.1.1

Objectives targeted

During last few years the Government of Japan has been undertaking deregulation as a general
policy for the sake of the country. Based on the Deregulation Action Program (1995-1997) and
the 3-year Program for Promotion of Deregulation (1998-2000), it has steadily promoted its
deregulation measures.
In line with the general direction, the Basic Law on the Administration Reform of the Central
Government, as enacted in June 1998, provides that the Ministry of Land, Infrastructure and
Transport (MLIT) of Japan undertakes the comprehensive, systematic development and
utilisation of national land, the reasonable development of social capital to this extent and the
promotion of sustainable transportation policies. As indicated in the White Paper on Transport,
the Ministry focuses on adaptation of the transport sector to the new era of 21st century from the
viewpoints, which include the development of a comprehensive transportation policy and the
construction of co-ordinated, efficient and environment-friendly transportation infrastructure.
This became the approach taken by MLIT to contribute in fighting the sluggishness of the
national economy in general.
The largely regulated Japanese transport market has matured in early nineties’ with all its
implications, therefore new immediate administrative changes and economic structural reforms
were necessary. In response to this, the promotion of free competition was required to have
more efficient and vital economic activities in the area of transportation, and rail transport in
particular. The Ministry of Land, Infrastructure and Transport decided to change the existing
Transport Administration and to review the Supply-Demand Adjustments that were the basis of
administration of transport business. These objectives were explicitly embodied in the
Deregulation Package Promotion Plan (3-year Plan) decided by the Cabinet in March 1998. A
particular emphasis was laid upon the Supply-Demand Adjustments Abolition in all the
business areas of passenger and package distribution, taking in due account the protection of
users and security/safety guarantees. The specified target period for abolishment is from 1999 to
2001.
Abolishing the supply-demand adjustment and deregulation of the transport business was aimed
by the Government to promote a free competitive environment based upon market principles
and the self-responsibility rule. In the railway transport business it meant, first of all, the
revision of the Law on Railway Business Enterprise to respond to sophisticated and diverse
needs of the Japanese passenger railway transport.
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4.1.2

Adjustment of Railway Legislatory Framework

Preceded by the Railway Reform of 1987 (discussed in section 1.4), the Ministry of Land,
Infrastructure and Transport continues the deregulation attempts for the sector. In December
1996, it was decided to go for a policy of abolishing most of the restrictions, originally imposed
to maintain the supply-demand balance, on the entry of companies in the public transport sector.
After much internal and public debate at the Council for Transport Policy and other
organisations, an Amendment Bill to the Railway Business Law was passed by the Diet in May
1999 and enforced in March 2000. The Bill included the provisions on
•

Review of regulations on entry and withdrawal;

•

Revisions of regulations on fares and charges;

•

Revisions of regulations on technology.

Reference to the Report of the Council for Transport Policy June 1998 “The Environmental
Improvement Plan Required for the Abolition of the Supply-Demand Adjustments in the Areas
in Passenger Railway” and to the Report of the Council for Transport Technology November
1998 ‘’What the Transport Technology Administration Ought to be in the Future”, the
following measures recently became part of the revised railway law in 2000:
1
Railway Business Entry Regulation: the former licensing system, with regard to the entry
regulation into the railway business, including the existing supply-demand adjustments, is
changed to the Permission System, which check the propriety of the management and
safety of the business plans for every route. With regard to the entry to the railway
business supplying the transport service to the passengers who have specific aims, such as
sightseeing, the check to be performed is of more relaxed standards than compared to the
ordinary railway business;
2
Authorised Railway Company System: The railway companies whose technology is
authorised for each office by the Minister of Land, Infrastructure and Transport can file
the authorisation for construction with simplified procedures;
3
Fare Regulation: With regard to the regulation to decide and change the fare, only the
upper limit of the fare is authorised. The Advance Fare Registration System is applied
within the authorised range. When the fare corresponds to the specified reasons, the
change can be instructed;
4
Measures for Smooth Connection: To improve the convenience of connections for
passengers, the obligation of the effort on connections of the railway facilities was
imposed on the railway companies as a spontaneous rule prior to the existing
improvement instruction. When a negotiation is required with another company, the
company concerned should enter negotiations. When it is not so, the Minister of Land,
Infrastructure and Transport can order to start negotiations. Failing to reach a conclusion,
the Minister can make a recommendation;
5
Abolition Regulation: With regard to the abolition regulation on the railway business, the
existing Permission System is changed to the advance registration system requiring to
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register the withdrawal a year in advance. On securing the convenience for the public
after the abolition, the Minister of land, Infrastructure and Transport should hear opinions
from any concerned local public bodies. When a company intends to close the route, a
local meeting is held by accepting an offer from the local public bodies to adjust the
alternative transport facilities.
The original regulations governing the entry (supply-demand adjustments), the pricing and the
safety issues were previously adopted by the Ministry, in order to secure safe and comfortable
transport service and provide sound development of transport business. With respect to
passenger transport, the supply-demand regulations have been applied to achieve the supplydemand balance and establish a certain restriction to any new market entries. Such measures
were necessary to prevent deterioration in the service quality or in safety caused by excessive
competitiveness, as well as to secure good service by allowing the so-called internal support
between a profitable route and an unprofitable route by giving monopoly in the market. Another
underlying principle was the possibility to provide the service at a low cost, as a result of the
“economy of scale”.
Despite the allocated function to secure the sustainable quality of the existing transport services,
the following items were not allowed by the Supply-Demand Adjustments:
(i)
supply of timely and appropriate services of ingenuity that reflect the change of the
national lifestyle and that meets the various user needs;
(ii) efficient business management efforts by the existing companies.
By abolishing of Supply-Demand Adjustments, the supply of passenger transport services has
been made much more flexible, with the exception of the minimum regulations required to
secure safety and protect users. As a result, the conditions for more efficient and reinvigorated
business activity, more variety and sophistication in transport services and different fares
through the ingenuity of transport companies facilitated by fair competition in the transport
business market were established in the country.
With respect to fare system, the deregulation foresees that the railway companies can flexibly
establish fares themselves, as a management decision (a Bill on abolishing the supply-demand
adjustments and deregulating of fares on passenger railway, chartered bus, domestic passenger
boat and domestic aviation transport business of 1999). However, it is possible that companies
may establish some fares, which will impose excessive burdens on passengers, or fares, which
exclude other companies from the market by being too low. This might lead to major social
problems. In those cases, the Ministry of Land, Infrastructure and Transport takes the required
measures not to lose all profit concerning passengers’ fares.
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Concerning the possibility to close the loss-making routes of social relevance, the required
support will be provided to maintain such services from proper sharing and a co-operative
relationship between the national government and the local government concerned.
With respect to safety, the Ministry of Land, Infrastructure and Transport requires that the safety
should be maintained regardless of the abolition of the supply-demand adjustments. The
Ministry is obliged to review whether the qualifications of any new transport service meet the
safety standards and whether the company has the proper business performance abilities in a
safe manner.
To conclude, in view of targeted deregulation of the transport market, the Ministry is left with
the regulatory power to address those problematic areas, which can not be solved by the market
forces alone.
4.1.3

Operational Railway Market

Compared with the railways in other countries, one of the special features of railways in Japan
is a highly dense volume of passenger transportation. To meet the demand, the passenger
railway transport market in Japan is served by five types of railway operating organisations,
such as:
•

JR companies,

•

the local government companies,

•

private railway companies (‘’mintetsu’’),

•

companies invested by local government and private companies (‘’the third sector’’); and

•

Teito Rapid Transit Authority (subway transport).

The JR companies, that were established on the basis of railway reform of the Japanese National
Railways in 1987, mainly deal with transportation of trunk lines, including shinkansen services,
and transportation in the urban vicinities. Private railway companies mainly provide the
commuter transport especially in and around the metropolitan areas. The ratio of passenger
transportation run by the JR and private companies is about 2:1 (62% : 38%). Both together they
account for approximate share of 28% of the total passenger transport market in Japan.
4.1.4

Impetus for Railway Reform of 1987

The privatisation of the Japan National Railway in 1987 marked the first sweeping reform of
national railway in the world. The railway restructuring in Japan has been markedly different
from that in European countries.
The specific situation, which led to the necessity of reforming the railway sector in its own way,
was as follows. After the inauguration in 1872 of the Japanese National Railways (JNR), the
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Japans railway service had placed emphasis on the development of private railways by
attracting private capital until the nationalisation under the Railways Nationalisation Law in
1906. In 1949 JNR were established as a public corporation. In a post-war and economic
development period JAR played a central role in the passenger and freight transport and
pivotally contributed in promoting the economic development of the country.
The volume of passenger traffic increased between the mid-1950s and mid-1970, as Japans
economy expanded. After peaking in 1974, however, there was a downward trend and this
remained in a slump between mid-70s and mid-80s. Although JNR accounted for about 50% of
the total transport in mid-60s, it has continued to decline since then as the motorisation
developed rapidly. In 1986 the proportion dropped to 22,6%.
Similarly, the JNR proportion of the total passenger traffic declined in many distance-zones due
to expanded shares of automobiles and air transport. However, in the intermediate distance-zone
of 300-750 km, increasingly served by speedy shinkansen trains, JNR accounted for about 60%
in 1986. Attempts were made to improve the poor financial stance of Japanese National
Railways through raising fares, mechanisation of labour intensive operations, closing lightly
used railway facilities and by seeking more financial support from the government.
Nevertheless, the management of railways was rapidly deteriorating against the backdrop of the
rigid fare system and snail-paced rationalisation. Although the government provided some
funding each year, it only covered part of the huge deficit; most of the losses were covered by
private and government loans, which later accumulated enormous interest charges. Despite the
mounting problems, political pressures forced the JNR to continue making huge investments in
infrastructure, including new at the end of in the fiscal year 1986 amounted to 15,5 trillion yen
and the long-term debts reached 25.1 trillion yen.
In mid-60s and mid-70s the JNR was the most typical example of nationalised enterprises,
which was always subject to price control. This meant, that revision of fares at an appropriate
time and in an appropriate way was not always possible. To change the JNR’s basic fares, it was
necessary to revise the JNR Fare Law. Under the circumstances, the JNR Fare Law was
partially revised in 1977, paving the way to raise fares to cover a certain increase in expenses.
The revision meant, that JNR could decide on its own fare increases within certain limits set by
the Diet and with the approval of the Minister for Transport. Since then, fares were raised
almost every year at a rate higher that that of consumer prices. Nevertheless, the proposed
changes in JNR fare were often based not on sound economic reasoning but were used for
political bargaining and, as such, fare changes at the end of the day were subject to Diet
approval.
In addition, the JNR as a public nation-wide corporation encountered numerous organisational
problems, such as complacency due to a lack of a sense of crisis, an antagonistic labourmanagement relationship and political interference. The repeated failure of rationalisation
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produced an ineffectual alternation between easy dependence on government subsidies and
halfway reforms.
It gradually became evident, that divestiture of JNR was necessary to reduce the huge
government subsidies supporting JNR and to enhance its efficiency. The idea that social
infrastructure could be paid for not by the government out of strained budgets but out of private
funding came on board. Moreover, since the inter-modal competition had drastically eroded the
domain of JNR as a natural monopoly and the potential for competition in the market was
extended, it became obvious that JNR, even though it was a traditional and politically powerful
entity, should be required to operate within the framework of a market economy.
To overcome problems inherent in a huge organisation operating in a unified way throughout
the country and to conduct operation to meet today’s needs as a railway service, it became
indispensable for the passenger transport section to be divided into appropriate business units so
as to properly administer management and at the same time secure operation that reflects the
characteristics of localities and business sections. On the other hand, the freight section, in view
of its actual train operation, required for separation of its management from that of the
passenger transport section to become an independent business able to operate in a unified way
across the country.
To realise the horizontal separation based on the geographical distribution of demand, the
passenger transport section of railway services by JNR was divided by region into six
companies (the JRs) in 1987, subject to eight JNR reform-related laws:
•

Hokkaido Passenger Railway Company (JR Hokkaido);

•

East Japan Passenger Railway Company (JR East);

•

Central Japan Passenger Railway Company (JR Central);

•

West Japan Passenger Railway Company (JR West);

•

Shikoku Passenger Railway Company (JR Shikoku); and

•

Kyushu Passenger Railway Company (JR Kyushu)

The freight section was separated from the passenger transport section and inaugurated as the
Japan Freight Railway Company (JR Freight). In addition, the Shinkansen Holding Corporation
was established to hold the four existing Shinkansen lines as a whole business and to extend the
loans to JR East, JR West and JR Central. After transferring the Shinkansen facilities to those
three companies in 1991, the corporation was dissolved.
The Japanese National Railways Settlement Corporation (JNRSC) took over the JNR. The
Settlement Corporation aimed to settle the long-term debts carried over by LNR and sell assets
for the settlement as well as to help finding new jobs for the redundant former JNR staff. One
third of the total debt (11.6 trillion yen) was allocated among the three newly established
passenger companies with the big-enough critical mass due to inherited high-density population
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areas (JR East, JR Central and JR West). The three small-island JRs were exempted from
liability because their profitability was very uncertain due to a small size of their markets and
lower population density. The Settlement Corporation took over the remaining 25.5 trillion yen
of debts and liabilities.
In addition to division of JNR, the privatisation process also took place. An important fact about
the JNR privatisation was, that it was not accomplished all at once, but was intended to be
achieved in a step-by-step manner. In the beginning of the railway reform, most stocks of the
newly established JRs continued to be held by the public sector at JNRSC until they could
manage to build up a credible reputation.
As of summer 2001, the privatisation of the JNR is still incomplete. Among the seven JR
companies, the most rapidly privatised proved to be JR East, 62.5% of whose stock went on the
market in 1993. The subsequent recession delayed the issue of further stock until 1996, when a
portion of JR West went on the market, followed by JR Central shares in 1997. To date, 62/5 of
JR East’s, 68,3% of JR West’s and 67% of JR Central’s shares are held by the private sector.
All shares of the other four JR companies, however, are still held by the Japanese Government.
This situation led to the amendment of JR Law in June 2001 to exclude the three successful JR
companies in central island from being subject to the JR Law. Following the enforcement of the
amended law, the degree of freedom of management, such as more flexible fund raising and
asset disposal, will be substantially enhanced.
4.1.5

Peculiarities of Japanese Railway Reform

To summarise, the Japanese approach to railway privatisation has seven distinguishing features
compared to similar reforms in other countries:
1
horizontal separation (or regional subdivision);
2
functional distinction (or passenger-freight distinction);
3
vertical integration (or operation and infrastructure integration);
4
lump-sum subsidies for low density JRs;
5
establishment of an Intermediary Institution;
6
allowance of non-rail service;
7
yardstick competition scheme.
The reasonability of the applied horizontal separation into 6 regions was partly based on the
assumption that 95% of all passenger trips would be completed within the borders of the
specified regions. In addition, the rail industry was considered to be a typical example of a scale
of economy, which allows the larger organisations to enjoy the advantage of scale against the
possible slack inefficiency. In this respect, three out of 6 JRs with low-density are considered to
be too small to be fully privatised as independent rail operators.
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The reason for separation of the freight service from the passenger was to relieve the financial
burden, which the freight service imposed on passenger services, in contrary to the situation in
other countries. The functional separation also was designed to foster financial transparency.
Unlike in passenger service case, the regional separation for freight business was not chosen, in
order to retain scale merit. Nevertheless, this did not completely eliminate the problems
concerning rail service scheduling; the JR Freight occasionally experiences conflict in rail
operation with passenger JR companies because after privatisation most of the tracks are held by
the passenger JRs, from which JR Freight borrows tracks. Particularly in metropolitan areas the
JR Freight cannot operate on its own optimal schedule but have to adjust to intensive passenger
train schedules. In this respect, JR Freight operates by borrowing rail track from passenger JRs
and is a typical example of a vertically separated operator. A track user charge is paid by JR
Freight to the JR passenger companies based on the avoidable cost principle.
Another very distinguished feature from EU railway reform is vertical integration. In Japanese
case, the passenger companies, including private operators, are both the operators and the
owners of the rail tracks. Although the Railway Enterprise law of 1987 has allowed two new
kinds of railway organisations, namely rail service providers borrowing another organisation’s
railtrack and rail infrastructure providers, these are not common. In addition to JR Freight, in
1995 there existed 11 rail operators without owning tracks. The difficulties related to train
scheduling and the conflict between operation and track maintenance activities (in other words,
the transaction costs between the operator and the track holder and the reduction of the economy
of scope due to separation) were the major cons against separation of operation and
infrastructure. Most railways in Japan are privately owned integrated systems increasing their
profits by diversifying into various business, such as running department stores and hotels at
stations etc. The privatised JRs were expected to behave likewise making the integration of
track ownership and train operation desirable in light of the possibility for diversification.
The geographical division led to the situation of having six new regional passenger rail
companies JRs, which differ greatly in size, population and density. The Honshu JRs (JR East,
JR Central and JR West) were put in a highly advantageous position compared to that of the
Three-Islands JRs (JR Hokkaido, JR Shikoku and JR Kyushu). The Government has taken note
of the differences in demand conditions, and has installed a lump-sum subsidy scheme under the
auspices the Management Stabilisation Fund (MSF), interest revenues from which supply
subsidies for smaller JRs to improve their performance. Originally 1,278 billion yen of lumpsum funds were channelled to these JRs. On the other hand, the stability of the revenues from
the Fund is subject to variations in the external market. The recent depression in the Japanese
market with its stringent overall interest policy has demonstrated the vulnerability of the ThreeIslands’ JRs, which were forced to increase fares in January 1996. The subsidy scheme is
scheduled to be eliminated by the end of fiscal year 2001.
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Further, a Japan National Railway Settlement Corporation was set up as an intermediate
institution to repay the debts of the JNR and to find new jobs for its redundant employees. By
separating the JNR’s long-term debts from JRs’ budget, allowed the JR companies to start from
a healthy financial situation and concentrate on improving their performance. By finding new
jobs for the former JNR employees, the extra confusion of organisation reform was avoided in
Japanese job market, which is considered as long-term employment.
Another result of the railway reform was that JR companies were allowed to operate non-rail
services like other Japanese private railways. One distinguishing feature of private operators in
Japan is that they also run non-rail business. Even if private operators run non-rail businesses,
the Japanese rail accounting regulations strictly require the separation of rail service costs from
the non-rail business costs. Therefore, when rail fare is set, only rail costs are evaluated. This
means that cross-subsidisation from the rail sector to the non-rail sector or vice versa is
prohibited because of rail accounting regulations. However, this rule does not apply for crosssubsidisation within the rail businesses.
Another peculiarity of the Japanese railway reform concerns the performance measurement and
incentive scheme called Yardstick Regulation (described in section 2).
The regulatory and organisational differences before and after the privatisation are summarised
in the following table:

Items

before privatisation (JNR)

after privatisation (JR)

Regulatory aspects
(1) fare system

approval by the Diet

approval by Transport Ministry

(2) competition scheme

lack of competition scheme

conceptual installation of yardstick
competition scheme effective after
January 1997

(3) investment and financing

Capital supplied by the government and freedom by JR to invest without Diet
approval but Transport Ministry
investment plan required approval by
approval is required
the Diet

(4) appointment of directors

chairman of the JNR was appointed by
the cabinet directors were appointed by
the chairman subject to approval of the
Transport Ministry.

no regulations except that it is required
that representative directors be
approved by the Transport Ministry.

(1) organisation form

public corporation (national
government)

special corporation regulated by special
laws

(2) service areas

One nation-wide corporation for all
Japan

six regional passenger corporations and
one freight corporation for all Japan

(3) rail service

integrated passenger and freight service

separated passenger and freight services

Organisational aspects
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(4) scope of business

rail-related service only non-rail
business was not allowed

non-rail business (e.g. real estate
development, tourism) allowed

(5) management of organisation

complex decision-making system
essentially government-type seniority
system

simplified organisation, introduction of
private company-type performance
rating system

Source: Mizutani and Nakamura (1997b)

4.2

Performance Measurement and Incentive Schemes

Since January 1997 a yardstick regulation scheme was introduced. Under this scheme, rail
operators compete with each other to improve performance, and the regulator (Ministry of Land,
Infrastructure and Transport) assesses the operator’s performance by using common measures.
The results of this assessment are used then in the consideration of fare revision. In Japan this
yardstick regulation scheme has been applied in fifteen large private railways.
For instance, if a rail operator is inferior to other operators, then, as a penalty measure, the
Ministry does not approve the fare level desired by the operator. On the other hand, if the
operator’s performance is relatively better than that of others, then the fare level is approved
without revision. In this respect, any monopolistic behaviour, which is possible due to the
applicable license system, can to some degree be counterbalanced by the yardstick regulation
scheme.
From 1997 the Ministry has decided to employ the scheme in a more clear way by stating the
standard cost and evaluation criteria. Based on the results of a study of large fifteen private
railways, the yardstick regulation scheme has proved in some degree to be effective in creation
of the competition among the operators. Compared with the open access system, in which
operators are selected by tendering, a yardstick scheme is less rigorous but still encourages
competition. The scheme also partly offsets the intervention of the government in fare approval
and fare regulation, which is still the case maintained even after the privatisation.
With respect to fares revision, the three major JR companies did not increase fare level during
the ten years of operation after the privatisation in 1987. The only exception was the fare
increase in the two years immediately following the introduction of the consumption tax. In
general, the rail fare at the JR companies after privatisation became more competitive and
approached or even became lower than the fare levels offered by other private rail companies.
The yardstick competition scheme, as such, has improved the overall performance of the JRs. In
the long run, the licensing system incorporating yardstick competition is expected to bring even
more efficiency because of the long-term commitment of the operator to a line he serves. The
underlying reason for the yardstick approach was the proof, that private rail companies in Japan
have shown their long commitments by developing real estate and shopping establishment along
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rail lines. It was feared that a company involved only in rail operations might not share this
long-term commitment due to uncertainty that it may lose its operating licence at some point. It
is conceivable that an operations-only company, with its attention focused only on fulfilling the
minimal promises of a written contract, might lose the entrepreneurial behaviour characteristic
to a major private rail company. At the end, the service quality might therefore suffer.
Further to the external incentive scheme, internal incentive schemes, like performance rating
system, were introduced at JRs as a result of privatisation. For example, when JR East listed its
shares on the stock market in 1993, the majority of its employees became shareholders
concerned about the state of affairs and this has proved to be a major morale-booster for both
management and employees. As for task improvement, activities like the Quality Control Circle
and the Suggestion System have been taken at the initiative of employees to make clear the task
responsibility for each employee.
4.3

Ongoing Plans

With respect to further regulatory changes for the passenger JRs, it is planned to convert them
from being a special corporation in a stock-company style regulated by special laws to genuine
private companies. The special laws related to them are to be abolished. Within the framework
of complete privatisation policy, the Government intervention in the management of the
business is to be lessened significantly leaving the JRs with more decision making freedom.
This means that no ministerial approval will be needed on important business matters including
the appointment of top executives, bond issuance and borrowing. To create a legal basis for this,
the Amendment Law of the Law on Passenger Railway Companies, which excludes the three
major passenger railway companies in Honshu from the JR Law, is coming soon into effect.
Further, the involvement of the JRs in non-rail business activities will continue to expand both
intensively and extensively with the aim of securing rail ridership and fully utilising internal
resources.
Concerning fare approval and fare regulation, recently a price cap scheme has begun to be
considered in determining rail fare. The price-cap method is strongly supported by the operators
urging the Government to replace the applicable total-cost method currently used for approval
by the Minister of Transport. Under the price-cap method the railway companies would be free
to adjust fares, by submitting to the Ministry only a notification, within a prescribed range, such
as one based on the consumer price index.
In relation to loss-making local rail lines, the deficits are either to be covered by cross-subsidies
derived from the JRs’ profitable transport operations in major urban areas, or to be abolished, or
converted to bus services, if the JRs cannot make enough profits from major urban lines or
efficiently use internal resources.
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5

UNITED KINGDOM

5.1

Institutional Framework of the Authority

5.1.1

Current Objectives and Amended Responsibilities

The recently amended institutional framework operating in UK since 2001 can be described as
follows:
The overall responsibility for Government policy towards railways, both passenger and freight,
lies upon the Department of Transport, Local Government and the Regions (DTLR), and the
Railways Directorate in particular. This includes delivering the Government’s objective of
winning more passengers and freight onto rail; managing the Channel Tunnel Rail Link project
and the relationship with Eurotunnel, and advising Ministers on issues from big railway projects
to small station closures. The Directorate does not manage franchises, exercise economic
regulation or regulate safety. These are the responsibility of respectively the Strategic Rail
Authority, the Office of the Rail Regulator and the Railways Inspectorate (which is part of the
Health and Safety Executive). These are the three key parts of the new structure of public bodies
in the railway successive to the one introduced by the Railway Act 1993.
A few year ago, as a result of the Railways Act 1993, the British railways were split into 25
separate passenger train operating companies (TOCs) and 6 freight TOCs; infrastructure was
transferred to Railtrack and the passenger rolling stock to 3 rolling stock leasing companies
(ROSCO’s). Whilst the regulatory issues of the sector were given to the newly established
Office of the Rail Regulator (ORR) and the Office of Passenger Rail Franchising (OPRAF).
Already by the year 1999, the UK Government has concluded that there were fundamental
problems with the regulatory framework, which has governed the railway industry since its
privatisation. It was recognised that an alternative structure framework is needed to address the
fundamental weaknesses of the Railways Act 1993. The major flaws of the 1993 system were
the lack of any focus within the privatised railway for long term strategic planing; the
Franchising Director’s remit was too narrowly focused on the passenger railway; there were
confusion between the roles of the Rail Regulator and the Franchising Director as regulators of
passenger’s rights; the sanctions available to the regulatory authorities were inadequate and
unwieldy.
The new legislation passed in 2000 (the Transport Act 2000) amended and improved the
regulatory framework of the railway sector, primarily governed by the Railways Act 1993. The
Transport Act 2000 sets out the role of a new public body, Strategic Rail Authority (SRA),
formally established on February 1, 2001 and empowered with a shadow rail authority
capability already since April 1999. It also makes some modifications to the role of the Rail
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Regulator compared to that specified by the Railways Act 1993. As a result of these legal
rearrangements, the SRA exercises fully the functions, property, rights and liabilities of the
Franchising Director, the property, rights and liabilities of the British Railways Board and
certain consumer protection functions of the Rail Regulator. The formal establishment of the
SRA has completed the Government’s commitment to provide a strategic focus on the rail
industry.
The Strategic Rail Authority (SRA) sets the overall strategic vision for Britain’s railways;
brings together passenger and freight interests; promotes better integration and interchange; and
ensures that passenger services, fares and other interests are controlled and protected in a way
that provides a better value. This includes also the better value for public subsidy, quality of
service, overcrowding and complaints handling. Additionally, the SRA is responsible for letting
and managing passenger rail franchises and funds the Rail Passengers’ Council and
Committees.
One of the key objectives of SRA is to ensure that the subsidy paid to franchised TOCs serves
the public interest. With regard to this, SRA has many powers, which it can use to ensure that
the TOCs do not neglect their commitments to the travelling public in providing services and
running trains. It also can ensure that they use their public funding in the interests of passengers
and has sanctions, such as financial penalties and ultimately withdrawal of franchise, if they do
not comply with the terms of their franchises.
Specifically in seven metropolitan areas, the Passenger Transport Executives (PTEs) specify the
minimum level of service, administer subsidy an are co-signatories to the relevant franchise
agreements.
The Office of the Rail Regulator (ORR) being independent of the Government is responsible for
the regulation of the monopoly and dominant elements for the rail industry, especially Railtrack
who owns and runs the national rail infrastructure. The statutory powers of ORR are regulated
by the Railways Act 1993, as amended by the Transport Act 2000, and the Competition Act
1998. Subject to legislation, to run trains on Railtrack’s network, the TOCs must reach
agreement with Railtrack on their mutual rights and obligations. Before these agreements enter
into force, they must be approved by the Regulator first. If a train operator can not achieve a
satisfactory result by negotiating with Railtrack, the Regulator has the power to compel
Railtrack to enter into contracts on terms which he, not Railtrack, determines. These powers
ensure fair access to the national rail infrastructure. A similar regime applies to contracts for the
upgrade of network.
Although both the SRA and the ORR are alert to safety requirements, the responsibility for the
regulation of rail safety rests with the Health and Safety Executor (HSE).
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5.1.2

New Franchising Policy

In respect to Public Service Obligations in the United Kingdom, one needs to consider the
passenger rail franchise policy11. Currently, the SRA is engaged in a process of replacing the
passenger rail franchises (effective since 1997) that are due to expire by 2004. In their place will
be new, long-term franchises of up to 20 years, in order to provide the 25 train operating
companies (TOCs) with a greater incentive to invest and have a longer period to gain a return on
that investment. Until now the TOCs keep receiving subsidies from the SRA aimed to support
franchised passenger rail services. The level of this financial support reduces each year of the
franchise and by the end of the specified term the recipient is due to pay-back a specified
amount to the Franchising Director.
The new franchising policy is driven by the objective of securing the earliest possible delivery
of better railway services for passengers while providing demonstrable value for money for the
taxpayer. The key elements of the new franchises are a commitment to continuous improvement
in safety and operational performance, as well as closer attention to better customer service
from the point of view of the whole ‘door-to-door’ travel.
Specifically, the long-term replacement franchises will require franchisees to:
•

Commit to a continuous improvement in safety ;

•

Demonstrate capability to deliver an initial step change in customer service;

•

Deliver continuous improvement in the quality of service to passengers ;

•

Invest in the expansion of network capacity and improving service quality ;

•

Become full partners, alongside Railtrack and rolling stock lessors, sharing the risks and
rewards that the industry offers;

•

Build brands, develop markets and provide innovative customer service initiatives;

•

Structure and manage efficiently the risks involved in major investment projects.

5.2

Franchising Performance Indicators

5.2.1

Original indicators (Rail Act 1993)

Franchising is a highly regulated business with capped fares, standards for punctuality and
reliability, train cleaning, ticket office opening times and queuing times, customer satisfaction
and many other things. Failure to meet these targets carries a financial penalty.

11

Between 1995 and 1997, the train operation business of British Rail was broken up into 25 train operation
networks and awarded in a tendering process as seven-year franchises to the bet bidders. Most franchises
come to term in the years 2003 and 2004. Because of the short periods of franchises, the train operators were
reluctant to make big investments. Therefore, it was planned to award the franchises newly for a period of 12
to 20 years.
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Specifically in respect to qualitative indicators, the franchise agreement requires a franchisee to
establish its own passenger's charter, which must include target for the punctuality and
reliability of passenger services, targets relating to matters, such as queuing times at ticket
offices (not more than 5 minutes, 3 minutes off peak), information on services, fares and
facilities as well as compensation arrangements. In particular, the Franchising Director expects
franchise operators to provide a commitment to publish independently audited performance
figures, comparing actual performance with agreed standards for punctuality and reliability and
to explain what compensation is available if performance falls below an acceptable level.
At each station, which they operate, franchise operators are required to publish timetables for all
passenger trains calling at such stations. When services are modified or disrupted for any
reason, franchise operators are required to inform passengers, so far as possible, at least seven
days before the services are affected. When changes are made to the timetable itself, the
relevant changes must be notified to passengers at least 28 days in advance.
TOCs are required to conduct, at least twice a year, approved independent customer satisfaction
surveys on certain aspects of their performance. These surveys will be used to set customer
satisfaction benchmarks.
Franchise operators will be required to implement certain minimum standards at stations, which
they operate relating to the provision of waiting accommodation, information displays,
cleanliness and lighting.
Additionally, subject to the Disability Discrimination Act 1995, the franchisees must ensure that
all trains first brought into use after 31 December 1998 are accessible to disabled people,
including those who use wheelchairs.
In respect to quantitative aspects, the franchise operator is obliged to include in its timetable
certain minimum passenger rail services, which are set out in the franchise agreement. More
services may be provided at its option subject to timetable constraints.
The franchise agreement must be in compliance with the effective Public Service Requirements
(PSRs). The purpose of PSRs is to ensure the provision of a minimum level of services, without
restricting more than is absolutely necessary the freedom of the franchise operator to adjust its
timetable to respond to passenger requirements and improve efficiency. Accordingly, the PSRs
for each TOC avoid specifying detailed timetables for each route and instead sets out parameters
within which the TOC must design a timetable compliant with the PSRs. The PSRs specify
service characteristics, which are important for passengers including frequency of trains,
stations to be served, maximum journey times, first and last trains, weekend services, through
services, load factors (seats availability) and peak train capacity.
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In respect to fares, the Franchising Director, under the Railways Act 1993, considers that the
interests of persons using franchised services so require, he must include in the relevant
franchise agreement a provision for securing that the prices of fares are reasonable.
The Franchising Director has the duty to require franchise operators to participate in such
discount fare schemes as he may approve from time to time. A number of Discount Card
products are offered to passengers. These cards entitle the bearer to various discounts on certain
ticket types. There are mandatory Card Schemes (all franchisees are obliged to participate) for
the Young Persons Railcard (for young persons aged between 16 and 24 and students in full
time education), the Senior Railcard (for those over the age of 60) and the Disabled Persons
Railcard (for those with severe disabilities). There are also voluntary Card Schemes: these cover
arrangements for the Family and HM Forces Railcards and the Network Card (which currently
covers the south eastern region of England and is confined to passenger operators serving that
area).
5.2.2

New Performance Requirements

New franchises will be based on existing PSRs, providing for a specified minimum service
level. In some cases, where new services on new routes have been introduced and become a
valued part of the network, PSRs will be extended to cover them. Where the PSR is currently
augmented by higher levels of service, SRA will require the aggregate additional train mileage
to be incorporated into the replacement franchise agreement as a separate contractual obligation.
There will be some flexibility to match changing patterns of demand and to improve
connections within this overall train mileage figure.
As one of fundamental requirements of franchise replacement is a provision of adequate
capacity to meet customer demand. The existing lower and upper capacity limits will be
replaced with a single Demand Limit. This will be based on the capabilities of the existing
infrastructure, assuming maximum length trains are provided at times of peak demand. The
Demand Limit may be adjusted during the franchise to take account of any additional capacity
provided by infrastructure changes.
Specifically in London and Edinburgh, overcrowding is regulated through the ‘Passengers in
Excess of Capacity’ (PIXC) regime. This will be broadly maintained, and there will be a
requirement for more frequent and accurate recording of train loading data for all services,
including those not subject to the PIXC process.
The SRA will measure customer satisfaction through its own National Passenger Survey (NPS)
and train operators will no longer be required to carry out their own surveys. The results of
these surveys will form the basis of a formal review every six months and will allow medium
term Customer Satisfaction Targets to be set. Continuous increase in customer satisfaction, as
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measured through the NPS will be a target set to operators. Measurement of customer
satisfaction as well as assessment through a ‘mystery shopper’ programme will inform the
regular and periodic performance reviews.
Operators will be asked to set out their plans to improve integration, in terms of better access to
stations by local public transport, by car and cycle or on foot, and in particular for access for
passengers with limited mobility.
The Government’s Integrated Transport White Paper (paragraph 2.8) indicates that “cherrypicking” of profitable routes by open access operators has no place in transport policy, and this
is reflected in the Transport Bill. Existing competition between franchised passenger operators
has however produced passenger benefits in terms of enhanced frequencies and lower fares.
The length of replacement franchises is expected to be between 10 and 20 years. Review points
are proposed every five to seven years to assess the franchisee’s performance and to review the
need for any significant changes to the pattern of services provided.
The track record of franchisees on safety, performance and customer service will be taken into
account in judging franchise replacement proposals.
The train operators are expected to build in sufficient operational resilience to their plans to deal
with problems that are reasonably foreseeable such as staff shortages, and the vulnerability that
stems from regular, prolonged overtime working.
The SRA sets aspirational targets for improved performance in the longer term, including the
target that 15 out of 16 trains should reach their destination within ten minutes of scheduled
time (long distance, high speed services) or within five minutes of scheduled time (all other
services).
5.3

Fares Policy and Incentive Schemes

With regard to fares policy, the following considerations are taken into account. Throughout
much of the network rail has a small share of the transport market and for many journeys fares
should continue to reflect price competition from other modes. However, it is accepted that for
many journeys competition is not adequate protection, and the current range of regulated fares
will remain subject to regulation. These include season ticket fares in the south east and Saver
fares. In the Passenger Transport Executive (PTE) regulated areas, fares will continue to be set
by the PTEs.
The existing range of regulated fares will continue to be subject to an overall cap of RPI-1%,
but changes to the cap will be considered where:
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•

Existing capacity is fully used and the additional revenue earned from increasing capacity
would not cover the costs involved

•

Significant quality improvement is proposed which might be paid for, or partly paid for
through fares

•

Variations between peak and shoulder-peak prices might be effective in encouraging
redistribution of peak demand and reduction of overcrowding

The present Fares Incentive Adjustment Payment (FIAP) will continue, but with the full risk
and reward being borne by the franchisee.
SRA requires robust commitments to continuous improvement in performance in replacement
franchise agreements. A revised performance regime will be put in place for replacement
franchises, which will progressively reflect the benefits resulting from the investment secured
by longer franchises. SRA intends to double the existing level of incentive payments.
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6

THE NETHERLANDS

6.1

Introduction

Passenger rail services play an important role in the social and economic life in the Netherlands.
Historically, the Netherlands has enjoyed high quality rail services. In recent years, the Dutch
passenger rail industry has experienced operating problems which have led to a decline in the
quality of services. To resolve the underlying problems and to ensure better service provisions
in future years, the Netherlands Ministry of Transport (het Ministerie van Verkeer en
Waterstaat) has undertaken a number of actions to ensure that Netherlands Railways
(Nederlandse Spoorwegen NS) would improve its services in the short run. At the same time,
efforts have been taken to work with the stakeholders to create over time an operating
environment which would enable the passenger rail sector to fulfil its tasks in providing
attractive transport services to meet the mobility needs of the Dutch community. Earlier
discussions of having a possibility to allow the shares of NS to be offered to the public and
traded in the Stock Market has now been firmly rejected. NS remains to be a public limited
company whose shares are 100% owned by the State.
6.2

Transport Policy Objectives

Transport policy objectives in the Netherlands are originally given in the National Transport and
Traffic Plan (het Nationaal Verkeers- en Vervoerplan NVVP) and an updated version would be
presented to the Dutch Parliament. At present, railway policy is based on the policy document
“Third Century of Rail”(Derde Eeuw Spoor, 1998) and supplemented by various information
letters sent to the Dutch Parliament by the Transport Minister regarding the proposed changes to
the Railway Laws. The general policy objectives are that passenger transport in railways will
play an important role to meet rising travel demands, to relief road congestion and to provide an
attractive alternative to the private car. Rail transport is expected to make a significant
contribution to enhance the accessibility of major urban centres and to ensure the economic
viability of the regions. Moreover, the railway has a socio-economic function to ensure the wellbeing of the nation. To achieve this end, the price/quality relationship in passenger railway
(from a broader socio-economic costs-and-benefits perspective) has to be maintained and over
time improved.
6.3

Passenger Rail Operations

In recent years, the organisation of passenger rail transport has undergone major transformation.
Infrastructure and operations had been separated to conform with the EU Directive 91/440 in
1994. Since January 1996, NS has become an independent company free of the direct control by
the Dutch Minister of Transport even though the State remains to be the sole shareholder.
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NS Reizigers (NSR) is the operating concern which is responsible for the provision of passenger
rail services. It functions as a business unit and provides services on commercial ground. In
September 2000, a Memorandum of Understanding was signed by the Transport Minister and
NSR. In 2001, a provisional performance contract was agreed with regards to specified
improvements in services in a clearly-defined trunk network (het hoofdrailnet). However, as a
consequence of shortage of staff and rolling stock, NSR had not been able to fulfil its
obligations. In August 2001 NS presented a Recovery/ Improvement Plan (Verbeterplan) with
proposals to resolve the problems. Improvements would largely take place within the
organisation to improve the internal process. At the same time, NS stated the need to have a
“pause period” to give it sufficient time to undertake remedial measures to mitigate the
underlying problems and to improve its services. The consultant McKinsey had confirmed to
the Dutch cabinet that this pause period would be realistic for the anticipated recovery.
On the basis of the submitted proposals, the Cabinet agreed that contractual agreements would
be based on the Improvement Plan until 2005 to enable the proposed reforms to take effects. It
was further agreed that the bonus and penalty clauses in the performance contract would be
suspended, but NSR is required to submit a Service Improvement Plan once every 6 months for
approval by the Minister. Until agreed otherwise, the temporary bridging contract
(Overgangscontract) will remain in force. In the short term, only a marginal improvement is
foreseen. Whether NS would succeed to achieve the stated improvements, the results will be
known on the basis of an evaluation in 2005. If the performance results are proved satisfactory,
NS will be given a concession until 2015 for the trunk network. These agreements will have
legal status as soon as the Concession Act is approved by the First Chamber of the Dutch
Parliament.
The choice to use a concession as in the case of the Dutch trunk rail system is an administrative
decision based on public law and will only be given with the consent of the train operating
company. With the new Concession Act, there will exist a legal framework for making
concessions. The law can prescribe what have to be included in the concession e.g. punctuality
of services.
6.4

Railway Infrastructure

In the Provisional Performance Contract, it was stated that NS must have sufficient
infrastructure available to achieve the promised performance. The capacity for NS passenger
trains for timetable 2001/2002 was allocated by Railned (which was a task organisation with
responsibilities for capacity planning and management and safety). Capacity was assigned on
the basis of the provisional decision on capacity allocation based on NS’ submission. On 1
January 2003, the three task organisations NS Railinfrabeheer, Railned and Verkeersleiding
(which have responsibilities respectively for the rail infrastructure, capacity planning and rail
traffic management) merged together to form a separate company called ProRail. The new
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company serves as the infrastructure provider and is an independent enterprise with similar
status as NS. The State is the sole shareholder.
Availability and quality of the railway infrastructure is fundamental to the fulfilment of the
obligations to improve performance, including the punctuality of train services. The records
showed that the number of faults in the infrastructure had been reduced in 2002. In the
performance contract, it was agreed that the number of faults would be reduced by 35-40% by
2005. Recently, it has been ascertained that there is a substantial backlog of repairs,
maintenance and replacement works. The accumulated workloads form an obstacle to improve
(or even to maintain) the quality of the train services as envisaged in the agreement. The Dutch
cabinet has agreed to allocate additional financial resources for the maintenance of the
infrastructure. In addition, the infrastructure provider has been asked to intensify activities to
improve the reliability of the infrastructure, particularly those measures which are relatively
simple and cost effective.
6.5

Existing Arrangements and New Legislations on Passenger Railways

The original Memorandum of Understanding signed on 21 September 2000 had been
superseded by the Provisional Performance Contracts. Since early 2002, NS is no longer
bounded by the agreed bonus-and-penalty agreement based on performance indicators regarding
punctuality and traffic growth in the peak hours in 12 cities in the Randstad region. Instead,
management agreements are based on a process of monitoring, reporting, consultation and
discussions. The Service Improvement Plan from NS forms part of the bridging contract
(Overgangscontract II) and the agreements also provide the basis for recovery. In 2005, the
Ministry will evaluate whether the targets set out in the recovery programme have been met.
At present, there is also new legislation at the Parliamentary stage. The aim is to ensure that the
triangular relationships between the Ministry of Transport, the operator and the infrastructure
provider will work in harmony and cooperate optimally such that stability would be assured for
recovery. Day to day management and operation is in the hand of NS. The infrastructure
provider is accountable to the operator for the availability of the infrastructure and is responsible
for the allocation of the capacity. The government’s role is to safeguard the public interest and
this is done by means of the concessions which define the triangular relationships between the
Transport Ministry, NS and ProRail. The role of the consumers organisation and representatives
of the public transport consultation group (Locov) has been strengthened and their views have
to be consulted at certain stage during the process of public service contracting.
The new legislations on rail transport has been accepted by the Second Chamber (the Lower
House) of the Dutch Parliament. At the time of writing, the new laws are awaiting for official
approval by the First Chamber (the Upper House). Legislations setting the formal relationships
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between the Transport Ministry and NS and the actualisation of the transport policy have their
foundation in the Law regarding the granting of public transport concession. The Railway Act
(Spoorwegwet 2002) determines the role, responsibilities and authority of the various
stakeholders involved in the railway sector to ensure efficient rail transport would be provided
on a business-like manner and that the public interest is protected. The Concession Act
(Concessiewet 2002) is auxiliary to the Railway Act and places rail passenger transport under
the Public Transport Act (Wet Personenvervoer of 2000). The Transport Ministry will monitor
compliance with regards to the concession conditions. The exceptions are the conditions related
to fair and non-discriminatory capacity allocation and those concerning the relationship with the
rail operator. These duties fall under the jurisdiction of the Dutch Office of Fair Trading
(Nederlandse Mededingingsautoriteit NMa).The Minister is authorised to use compulsion if
necessary to ensure adherence to the concession agreement. The monitoring of the compliance
with regards to safety requirements will be undertaken by the Transport Inspectorate which is
part of the Transport Ministry.
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7

FRANCE

7.1

Institutional framework

The relations between government and railway operator(s) are developing at the moment.
Initially only the state and the Ile-de France transport authority (STIF) have been responsible for
public transport.
The state laid down their requirements in the so-called “Cahier des charges”, approved by
Decree. The state has concluded a management contract with the SNCF. However, the last
decades a decentralisation process can be observed. Currently, the responsibilities with regard to
quantity and quality objectives of rail transport are transferred to 6 Regional authorities as a
pilot. Transfer to other Regions will follow in the coming years.
The Institutional Framework in the Capital Région
STIF (Syndicat des transports d’Ile de France), the former STP (Syndicat des transports
parisiens), is the public transport authority in the greater Paris’ area. This public body was
created in 1959 and until last year, it includes representative of the State and of the eight
departments of Ile-de-France – 8 administrative districts : Essonne, Hauts de Seine, Paris, Seine
et Marne, Seine Saint Denis, Val d’Oise and Yvelines- under the chairmanship of the Préfet de
région.
In 2000, the new law SRU has not only modified the name of the PTA, but also the
composition(?)of the Board of Directors that now includes the Regional Council.
To describe the role of the STIF in a few words, we can say that its traditional duties consist in
organising and co-ordinating public transports (2 public operators –RATP and SNCF railwaysand about 100 private operators), financing transport companies, creating tickets, setting fares,
modernising and developing the transport network, and of course in improving service quality.
The STIF is in charge of defining the railway policy in the Ile-de-France Région and defining
together with the 2 railways operators, RATP and SNCF railways, the consistency of the
railway offer and the service quality objectives. Since last year, a new contractual framework
has been set up and now the relationship between the PTA and the public companies are defined
in the new performance contracts (see content below).
The Ile-de-France railways network covers/reaches 2 100 km :211 km for the 14 metro lines,
580 km of RER, 20,5 km for the 2 trams' lines, 1286 of railways.
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If we only consider the heavy rail network (5 RER lines and railways lines) it represents 1866
km length and 430 millions vehicle times kilometres a year.
The passengers’ traffic on the heavy rail network reaches 895 million travel a year (527 million
on the SNCF network and 327 million on the RER A and B on the sections runned by the
rATP).
STIF’s main priority in terms of rail policy is clearly to improve regularity/punctuality which is
the main issue with security for the passengers. Nevertheless the new performance contracts
also focus on all the other service quality items, such as customers' information/care in stations,
cleanliness, ticketing, availability of lifts and mechanical stairs, attitude of the staff.
The Performance Contracts
Traditionally financial relationship between the STIF and the public companies were regulated
by a compensatory payment system. Each year, a provisional budget was drawn up and then
balanced by an automatic subsidy whatever the financial results of the companies. In 1999 for
instance, the subsidies from the STIF to both RATP and SNCF, distributed under this
procedure, reached 19 billions francs.
Last year, new contracts have replaced this arrangement. These new contracts establish:
guarantees, and possibly penalties, concerning the level of the transport offer,
an incentive to increase the traffic,
a link between, on one hand, the difference between the delivered and measured service
qualities and, on the other hand, the financial contribution received by the public operators.
As for the standardisation process, the transport companies undertake a service level and
quality, but this time, the STIF also provides the necessary funding.
In these performance contracts, service quality undertakings concern criteria such as regularity,
customers' information/care in stations, cleanliness, ticketing, availability of lifts and
mechanical stairs, attitude of bus drivers, information at bus stops... These quality undertakings
represent a total amount of 69 millions francs (10.519.000 euros) in the contract with RATP and
44 millions francs (6.708.000 euros) in contract with SNCF. These amounts must be balanced
with the total funding of the two companies that reached, in 2000,12 billions francs for RATP
(1,829 billions euros) and 7 billions francs (1,067 billions euros) for SNCF railways.
These four years contracts are based on the following methodological principles:
•

the definition, together with the operators of 37 indicators of service quality (22 for the
RATP and 15 for the SNCF) related to the different transport modes (metro, railways,
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urban and suburban buses...) or aspects of the service (regularity, cleanliness...). Most of
the indicators selected were used before the performances contracts and/or were strongly
inspired by the criteria used in the standardisation process. However, some new indicators
have also been introduced by the STIF, such as availability of the lifts and mechanical
stairs;
•

for each indicator, service quality targets have been defined for the 2000/2003 period, and
three different quality levels have been distinguished:
an "expected level", a " high" and a "low" level.
For instance, for the criterion corresponding to the « regularity of the RER A » on the part
runned by RATP, the "expected level" is that 94 % of the passengers obtain the expected
service quality while the low level is 91 % and the high level 97 %. These targets were
discussed and then fixed by the STIF and the operators by analysing the results measured
over the past 5/10 years and comparing them with the national standardisation targets.
The validated levels also take into account the performance of these two specific
networks (RATP and SNCF): in some cases, the "expected level" in the performance
contract is the same as the national certification level (mechanical equipment availability,
information at bus stops..), but in other cases, it can be lower for aspects on which the
companies present rather low performances (customer care in metro stations for instance).
Likewise, the "expected level" can also be higher than the certification level, when the
STIF considers that the operators was given important means to achieve this objective or
that it is politically important to obtain significant improvements on that point (regularity
of the line A of the RER for instance) ;

•

by the end of each year, the obtained service quality results for the different indicators
are compared to the quality targets defined. The logic is that deviations from these targets
induce either bonuses or penalties for the operators ("no claims bonus" system),

•

a final consideration is that, the maximum financial bonus or penalty varies from one
criterion to another depending upon the political objectives of each network: for the
metro and the RER, staff behaviour or cleanliness of the stations are the most important
issues whether, for the bus network, the emphasis is put on the quality of the suburban
service which is usually degraded.

For the RATP that mainly operates in Paris and the inner suburbs, the high performances on its
different services explain the very high bonus obtained : a total amount of 63 millions francs
(9,6 millions euros) representing 91 % of the maximum bonus. The maximum bonuses were
obtained on 16 indicators out of 22, with no malus on the 6 other.
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In contrast, persistent irregularities on the SNCF network caused penalties up to 12 millions
francs (1,8 millions euros) on regularity criterion. Another 4 millions (609 000 euros) penalty
was due to low performances on security matters. Nevertheless, the company obtained a 14
millions francs (2,134 millions euros) bonus due to other quality indicators (cleanliness,
information…) that reduced significantly the final penalty (2 millions francs only).
The STIF led the negotiation on the performance contracts, and defined the target levels and the
bonuses/penalties system taking into account, the past results, the means allowed to the
companies and new political aims such as accessibility for the disabled, passengers' information
or attitude of the staff.
The results for the year 2000 and the description of the financial incentive for each criterion are
described in the excel file attached.
In short, the tasks of the STIF are:
•

Organising
Co-ordinating the public transport activities of the RATP (urban rail), SNCF
(heavy rail) and OPTILE (bus network) in the Ile-de-France region
Defining the overall operating conditions, determining itineraries, timetables and
frequency of services
Managing the public transport budget
Creating transport tickets and fixing fares
Approving contracts with RATP and SNCF

•

Modernising
co-ordination of modernisation by approval of investments

•

Planning
STIF has an active policy of conducting studies to modernise and adapt the
networks.

7.2

Policy objectives

The organisation of public transport is laid down in the “Loi d’orientation des transports
intérieurs” of 30 December 1982 (LOTI). This law gives the right to SNCF to organise railway
services on the whole national rail network.
Policy objectives at the national level are laid down in the contract between the state and the
SNCF. This contract is not public.
As a result of the regionalisation, all regions are formulating there own policy objectives. Up till
now their is little information about regional policy objectives.
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The STIF also adopted its objectives for public transport in the Ile-de-France region. The
general goal is to “enable public transport to meet the challenges of growing travel needs,
especially between suburban centres, by providing an alternative to private cars.
The STIF published an urban travel plan (PDU) in which the following objectives are set:
•

Cut car traffic in the region by 3% (5% within Paris, 2% outside).

•

Cut the percentage of car journeys in the outer suburbs to 85% of all motorised journeys

•

Increase the use of public transport by 2% and attain one third of all journeys between
homes and work and home and school

7.3

Performance indicators

Article 9 of the ‘Cahier’ states that trains must have a sufficient number of seats available to
face normal traffic standards. On short distance services standing places can be considered as
substitutes of seats. Article 9 also applies to the Regions.
The Regions will decide in consultation with SNCF upon the frequency and geographical
coverage of train services.
July 2000 the STIF signed contracts with RATP and SNCF for public transport in the Ile-deFrance region. The contractual term is from 2000 to 2003. The contracts contain agreements on
customer service levels, exact indicators for regularity, reception, cleanliness and information.
Unfortunately these contracts are not public; so the exact agreements with regard to
performance indicators are not known.
7.4

Incentive system

The current contract between the State and the SNCF does not contain specific incentives.
However, several regions are have of want to have incentives introduced in the regional
contracts with SNCF.
The new contracts between STIF and SNCF and RATP contain clear agreements on incentives.
Three incentive systems are included in the contract:
1
penalties, in case the realised production is not on the agreed level
2
incentive to develop traffic by means of a “passing band” which limits the company’s
liability in case of a too great discrepancy between forecasted and actual revenues
3
system of bonuses and penalties linked to service quality. For the RATP 21 indicators and
15 indicators for SNCF have been determined. Of these 15 10 concern train punctuality
and 5 customer service quality. Each indicator is defined by a target with lower and upper
limits of the bonus and penalty.
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For example, the SNCF got a penalty of 1.86 million euros because of too high irregularities.
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8

FINLAND

8.1

Institutional Framework of the Authority

8.1.1

Objectives and Responsibilities

The institutional framework effective in Finland with regard to organisation of public services
by rail consists of the following authorities:
•

The Ministry of Transport and Communications (MINTC);

•

The Finnish Rail Administration (RHK);

•

Provincial and municipal level authorities (for instance, the Helsinki Metropolitan Area
Council- YTV);

The Ministry of Transport and Communications (MINTC) of Finland promotes national wellbeing and good social functioning by guaranteeing citizens and the business community an
access to safe and reasonably priced high-quality transport and communications. The Ministry
also promotes the competitive capabilities of the transport sector to be driven by business
economics, socio-economic efficiency considerations as well as regional equality of mobility in
a safe and environmentally friendly manner. In this respect, MINTC is in charge of preparation
of acts, decrees and decisions, both horizontal and mode specific.
The responsibility for the issues related to public transport (and the public transport is
considered as one of the priorities in Finland) lies upon the Passenger Transport Unit of the
MINTC Transport Policy Department. Specifically, the Unit is responsible for
•

development, design and economy of passenger transport;

•

operating licences for public transport;

•

purchase of contracts for services;

•

tariff policy,

•

means of payment and information technology.

The Finnish government does not participate in the running costs of public transport but does
bear part of the investment costs in rail transport infrastructure, and participates in the
development of the information and fare systems for public transport.
The tasks to deal with the matters related to licences and state subsidies have decreased in recent
years, because the administration has been lightened and these issues have been transferred to
provincial and municipal level. This is particularly the case in the metropolitan area of Helsinki,
which is the only major-sized city conurbation in Finland.
However, some transport operating licences are still being granted by MINTC with the purpose
to purchase services and finance public transport, which is considered to be necessary in
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sparsely populated remoted areas of a large country. The difficulty to organise effective public
passenger transport in large, sparsely inhabited areas of Finland, in addition to severe arctic
winter conditions, makes the rail transport system structurally energy and costs intensive and
the services unprofitable compared with urban transport. Therefore, the duty of financing
uneconomic but essential regional and long distance rail (and bus) services in such areas lies
upon and will be centrally maintained under the auspices of MINTC rather than regional
authorities. The Ministry of Transport and Communications aims to ensure that public transport
remains a viable alternative to the private car transport by making it more attractive and more
demand responsive.
The Finnish Rail Administration (RHK), acting as an independent body under MINTC in
Finland since 1995 after the reorganisation reform in railway sector, is responsible for the
railway infrastructure management. Specifically, RHK is in charge of maintaining and
developing the rail network, responsible for safety of rail traffic and provides a competitive
transport network for use by railway companies. RHK externally purchases railway construction
and maintenance, real estate and traffic control services. Subject to the very recent provisions of
the Railway Act and the Act on Finnish Rail Administration, RHK is supposed to grant the right
of use of rail network, distribute the rail capacity and confirm the schedules in national traffic
and traffic to other EU countries except traffic between Finland and Russia. The rail capacity is
reserved by railway undertakings and authorities purchasing passenger traffic.
Due to a significant single-pole conurbation pattern, the Finnish passenger transport system
primarily functions as a radial commuter network serving and/or connecting the Helsinki
Metropolitan Area with other remoted and less populated regions in the country. Therefore, in
terms of organisation of the public transport, the Helsinki Metropolitan Area Council (YTV) is
given an important role. According to the law, the obligations of YTV are as follows:
to organise regional public transport and implement regional transport services and foster cooperation between the member municipalities in matters relating to public transport;
to approve the tariff and ticketing arrangements to be observed on public transport in the
metropolitan area, as well as the fares on regional public transport;
to draw up plans relating to the transport system and public transport in the area and to further
their implementation
On the basis of the YTV law, YTV and the towns of the area are signatories to a public
transport operation agreement in which the responsibilities of each party are set down.
The agreement specifies the responsibilities of each party and even sets out how the
municipalities, which bear the responsibility for public transport within their own boundaries,
recompensate YTV for the losses entailed in providing regional transport services. The guiding
principle of such financial arrangement is that each municipality pays its share of regional
transport according to the traveller-kilometres due to travel by its own inhabitants. Any loss
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made on internal services is each town’s responsibility and the deficit in the transport finances is
borne by the region’s municipalities. The use of regional tickets within each municipality is,
however, reimbursed to that municipality.
The metropolitan area applies a unified fare system based on a three-zones tariff principle (in
respect to public transport by rail zone tickets are only accepted in commuter trains). Journeys
made within a single town area are charged as one zone, while journeys which cross boundaries
are always counted as two-zone journeys irrespective of how many town areas have been driven
through. Specific passenger groups, like students, seniors and disabled, are entitled to discount
tickets.
In addition to local public transport, YTV takes responsibility for the regional public transport,
that is for public transport that crosses municipal boundaries. YTV also has the task of
developing, co-ordinating and maintaining the tariff system for the whole region, in order that
the ticket system should remain unified and easy-to-use. Furthermore, YTV draws up plans for
the routes and timetables for regional public transport, looks after their publication and
dissemination, and contracts the necessary services from the bus and train companies. The
strategic 10-year and 5-year public transport development plan and the annual operational plan
made by YTV form the basis for the development of transport services and the related
investments in the Helsinki Metropolitan Area.
8.1.2

Relation with Operators

As a result of organisational reform of railway construction and maintenance, that took place in
1995, a state-owned railway corporation VR Group Ltd was founded on the basis of the former
public enterprise Finnish State Railways. VR’s core businesses are transport (VR Ltd) and track
maintenance (VR-Track Ltd) services.
VR Ltd is an independent joint-stock company owned by the state. It enjoys full management
freedom with all the responsibilities and rights. It receives no direct funding from the state
budget, but some part of the traffic is purchased on a basis of an agreement either by the State or
by YTV.
VR Ltd is the only rail operator in the country active in passenger transportation. Though the
recently introduced legislation allows competition in providing passenger transport services on
rail, nevertheless due to specific geographical location of the low-populated widely-spread
country, no other operators so far got interested in the rail market, and for regional and long
distance railway routes in particular. The main and practically the only competitor for VR’s
passenger transportation business is the modal pressure from road transport.
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8.2

a)

Contracting Public Transport

Helsinki Metropolitan Area

The commuter train traffic plays an important role in the public transport system of the Helsinki
Metropolitan Area. About 11% of public transport journeys in the region are made by train. In
the future public transport system, priority has been given to rail traffic and its related feeder
transportation services.
To provide such commuter services the JVR concludes a public transport operations agreement.
Though tendering procedure is applied in general for contracting of public transport services, it
is not possible to make use of competition in the case of train transport simply due to the fact
that just only one railway operator is active in the market.
YTV has signed a contract with VR Ltd for the period 2000-2005 regarding the handling of
transportation and related passenger services. The operational agreement between YTV and VR
Ltd specifies the requirements for rolling stock, quantity and quality of services as well as a
quality sanction and bonus system which contains the requirements for the service reliability
and the level of the passenger service. With respect to the quantity of services the agreement
secures at least the present level of transport services. In addition, the contract takes into
account the increase of services. The changes in the supply has to be negotiated between VR
Ltd and YTV.
b)

Services Contracted by MINTC

Based on the regional equality policy and the overall social-environmental friendly transport
policy grounds, the State purchases from VR Ltd unprofitable regional and long distance train
transport services that are considered to be necessary. For that purpose a contract is concluded,
which specifies the types of trains. The quality of service that the operator is capable to provide
with those types of trains is commonly known. The Ministry has approved the quality of the
service and has found it to be on an appropriate level. Permanent changes in transport services
purchased by MINTC, including changes in rolling stock, are subject to an approval by the
Ministry.
In addition to the train types, the contract determines the quantity of service. The changes in the
supply of transport services are subject to an approval by the Ministry.
As for the ticket price, VR Ltd sets all fares, including monthly tickets for reasonable price and
the tickets for special groups (e.g. children and elderly people). The fare revenues are estimated
on the basis of passenger counts done by VR Ltd. The costs are calculated on the basis of the
bookkeeping by VR Ltd. The amount of the compensation is then agreed on the basis of
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bilateral negotiations with the operator. In 1995-2000 the amount of compensation has
decreased from 251 million FIM to 220 million FIM. At the same time, supply of all rail
transport services in Finland has remained unchanged. The compensation is determined on a
non-profitable basis. The contract price is decreased annually by 2%, which is based on a targetoriented improvement of the production efficiency (2%). If the production costs of the transport
services increases, the contract prise will be revised.
The general responsibilities and liabilities of the operator are also subject to a new Law on
Carriage of Freight and Passengers by Rail introduced in 2000.
8.3

Incentive and Penalty System

Depending upon with whom (the State or the Helsinki Metropolitan Authority) the service
operation agreement has been made, different incentives and penalties schemes are applied in
respect to service operator for the cases of performance level being higher or lower than the one
agreed.
A)
RAIL TRANSPORT SERVICES PURCHASED BY MINTC
Remedies and penalties
If the operator cancels a train departure, subject to the service operation contract, there will be
no compensation for the cancelled service.
Cancellation of the contract and liability for damages will follow if there is essential and
repeated negligence of the operator. The disagreements are solved, in case the negotiations fail,
in the District Court of Helsinki. Proceedings can be launched by both parties.
Incentives
VR Ltd gets the fare revenues, which is considered as an incentive. The compensation for the
services is calculated on the non-profit basis based on the bookkeeping and traffic counts of the
operator.
A)
RAIL TRANSPORT SERVICES PURCHASED BY YTV
Remedies and penalties
The service operation agreement provides for a quality sanction system, according to which the
compensation can be decreased in the case of operator’s failure. The contract also specifies the
monitoring system. The disagreements are solved, in case the negotiations fail, in the District
Court of Helsinki. Proceedings can be launched by both parties.
Specifically a sanction is to be applied when
unpunctuality is evident (punctuality under 97,5%);
cancelled departures (because of the operator);
when passenger service is below the agreed level.
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Incentives
VR Ltd gets a bonus when
punctuality of purchased services is higher than 98,5%, or
when passenger service quality exceeds the agreed level
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9

SWITZERLAND

9.1

Institutional Framework of the Authority

9.1.1

Policy Objectives and Responsibilities of Authority (New Public Management
Reform of 1996)

Being neither a member of EU, or EEA, or even UN (but just of OECD and WTO) the Swiss
Confederation, however, was called upon to surrender the pressures of the international
regulatory developments in transport sector, and of the EU in particular, and delineate
accordingly its restrictory national regulatory framework governing the sector. Despite of its
non-membership of major international organisations, Switzerland has been de facto integrated
into Europe for decades, and the mainstreams of its neighbouring countries have always
penetrated into the country making the government to react in a particular way.
In respect to public transport, the response to new developments in the market led to a reform of
the regulation as such rather than to a promotion of a ‘’deregulation’’ (1996 reform), as more or
less the case in EU. As part of a comprehensive New Public Management (NPM) reform
package, the regulatory reform of (railway) transport sector, at both federal and cantonal level,
was designed to serve the general objectives of transport policy set by the Swiss Federal
Council:
to make the greatest possible contribution to the quality of life and qualitative growth by
meeting the transport needs in the most environmentally friendly, energy- and space saving and
efficient manner possible;
co-ordinating transport modes;
improving the economic viability of transport and reducing its direct and indirect subsidies.
Specifically for the railway public transport, the reform has the following objectives:
to boost the performance and efficiency of public transport, especially by way of the service
agreement and the associated payment framework;
to ensure and appropriate basic level of service and to improve public transport in cases of
proven demand;
to improve co-ordination between the Confederation, the cantons and the transport companies;
to create a stronger market orientation in public transport, more entrepreneurial freedom and
better co-ordination with fiscal policy;
To introduce transparency into the financing of public transport as well as improving control of
expenditure.
In this respect, by making a reform in railway sector, a better division between political and
entrepreneurial functions is aimed at. The responsibility of the State and the rail enterprises is to
be clearly delineated and more both entrepreneurial scope and entrepreneurial responsibility are
implied for the railways.
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Regarding competition, there is a will to introduce ‘some’ competition in the public transport
system, but only if it allows to keep the present quality, which is considered to be good, and also
if it does not jeopardise all existing co-operation between the public transport service providers.
The aim of competition is seen therefore to be mainly more efficiency but also some innovation
within the existing integrated network.
The above general goals are being promoted by the Federal Department of the Environment,
Transport, Energy and Communications (DETEC). With regard to public transport, the action
takes place through a specific independent section of the department called the Federal Office
of Transport (FOT). In addition to exercising its duties as a supervisory and decision-making
authority, the FOT is increasingly becoming involved in advisory, supporting and organisational
activities. In full awareness of the importance of public transport for the community and for
ensuring environment-friendly mobility, the Office strives to maintain and adapt the public
transport network to constantly changing circumstances by integrating it into overall transport
policy, in co-ordination with the transport policies of the rest of Europe.
The FOT is the highest Federal supervisory body for all public transport on land and water. Its
supervision applies to the legal, financial, technical and operational aspects. Today the FOT is
responsible for all the projects in the public transport sector. It provides an advisory and
supervisory service in support of some 200 licensed transport enterprises, as well as the canton
and the local authorities. Among the main tasks of the FOT is the handling of fundamental
questions concerning transport policy, to lay down safety standards and oversee their
application, to approve the plans for buildings, installations and vehicles submitted by the
licensed transport enterprises (and in part also for the Swiss Federal Railways), and to grant
permission for building and operations. The FOT also prepares the granting of licences and
draws up the relevant documents for the decisions of the Transport Department and the Federal
Council.
Furthermore, the FOT, jointly with the cantons, decides on the provision of regional passenger
transport services. Apart from that, the FOT supervises the Swiss Federal Railways and the
licensed transport enterprises and audits their business accounts. FOT grants Federal
contributions to the investment and operational subsidies.
The overseeing of the setting of tariffs and timetables is a further duty of the FOT. It also cooperates with international public transport bodies and informs all interested parties on all
matters pertaining to public transport and transport policy.
To conclude, in many instance the Federal Office of Transport has a function of ‘’regulator’’ of
the public transport market in Switzerland, though this regulatory function is not formalised by
an independence status.
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Being divided into three levels, international, national and regional, public transport in
Switzerland is also regulated at different governmental level. International and national (long
distance) passenger railway services fall under the regulatory sphere of the Federal Office of
Transport. Whilst, the regional services are subject to decisions of respective Cantonal
Governments. Worth mentioning, that Switzerland, as federal country of 26 cantons and more
than 3000 communities, has own legislation in each of the Cantons. This is also the case for the
public transport, where the Cantons have the right to establish their own additional legislation
within, however, the effective framework specified by the federal constitution and federal laws.
Following an international trend, Switzerland increasingly uses forms of contracting as steering
instruments. This is particularly evident for public transport where contracting of services is
practised by the federal government and cantonal authorities to be able of systematically coordinating and influencing the supply of public transport. In this way, the aims of state
intervention were made more explicit and the previous subsidisation of deficits incurred has
now been replaced by specific lump sum contracting.
9.1.2

Effective Legislation Regulating Public Transport Services

The legal acts that are the most relevant for the purpose of this study are, as follows:
Federal Railway Law
Federal Law on Passenger Transport
Federal Law on Public Transport
Federal Law on the Federal Railways (SBB)
The federal as well as the contonal legislation specifies the relations between the authorities and
the operators of public transport services, the matters in relation to concessions, operation of
services, access to infrastructure, fees, subsidisation and other related topics. The concrete
conditions, terms and obligations for a specific topic are elaborated in the related FOT
Ordinances, the most interesting are:
Ordinance on Indemnities, Loans and Financial Aids according to the Railway Law;
Ordinance on Public Transport;
Ordinances on the Cantonal Shares in the Indemnities and Financial Aids for the Regional
Traffic
Specifically for the regional public transport, the new Railways Law, which came into effect on
1 January 1996, puts the organisation, supervision and financing of regional passenger traffic on
a new footing. Its main objective is to boost the efficiency of regional public transport. The
favoured ways of achieving this are greater transparency and more market-based elements, in
accordance with the goals of New Public Management. Of central importance are the
introduction of the ‘’Services-to-Order Principle’’ and Service Agreements.
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The other important legal provisions regulate the matters related to concession, authorisation
and open access to infrastructure. Namely, the rail legislation requires the operators to obtain a
concession from the Confederation to build and operate a railway. Until 1998 one concession
was covering both the infrastructure and the operation. Therefore, concesionnary companies in
Switzerland has historically developed as vertically integrated operators who manage also the
infrastructure. The new concession system splits the general concession between a concession
for the infrastructure (Federal Rail Law) and a concession for the operation of regular passenger
transport service (Federal Law on Passenger Transport)12. A new railway legislation requires
separation between infrastructure and other activities in the company’s accounting (the narrow
gauge railways and the small railway companies are exempted from this requirement). To be
granted an access to the infrastructure of another concesionary company an operator has to
obtain an authorisation first. A concessionary company has to grant non-discriminatory access
to its network to all authorised companies. This must be realised, however, without jeopardising
the scheduled integrated passenger transport services, which by law have priority over other
traffics. In this respect, the regulations pertaining to open access are only valid for regional and
long-distance passenger rail transport, when a route is transferred to another company either by
ordering of service or by concession. The infrastructure operator is the one to decide on pathway
allocation, but an independent committee is charged with checking that no discrimination takes
place and that the priority order is followed. The concessioned train operator is responsible for
the timetabling procedure that has to meet the service integration principle.
Further, the law determines that the Confederation (or the Confederation jointly with the
Cantons) have to compensate financially the railway companies for the deficits resulting from
the services they have ordered. As a eligibility criteria to receive such payments, the Railway
Law requires to have separate accounting for regional passenger transport and for infrastructure,
and the service proposals have to demonstrate an appropriate level of basic supply.
The Law on the Federal Railways, which is specific to the national railway operator
SBB/CFF/FFS, is an integral part of the railway reform. The implications of this law are
commented in section 1.3 of this chapter.
9.1.3

Relations with the Operators (Railway Reform)

Switzerland, though being in geographical terms a relatively small country with mountainous
landscape, has one of the most extensive rail transport networks in the world (appr. 6000 km
including significant share of narrow gauge rail). Half of this infrastructure (3000 km) is run by
the Swiss Federal Railways (SBB), 33% by more than 50 licenced private railway companies
and 14% by cableways. SBB’s share in the railway transport market amounts to 87% in
passenger traffic and as much as 94% in goods transport. Abundance of rail service operators is
the result of historical development in Swiss railway sector that was always featured as a sector
12

Non-regular passenger transport and freight transport by rail is now completely liberalised and fall under no
concession regime.
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saturated with long-lasting highly co-operative rather than competing relations between the
actors.13
The Swiss Federal Railways (SBB CFF FFS) is the leading national supplier of rail transport
services in Switzerland owned by the Swiss Confederation14. Effective from January 1, 1999, as
the result of the railway reform, the previously heavily subsidised SBB has changed its legal
status from a public institution to a public limited company regulated by a special law (Law on
Federal Railways) 100% owned by the Confederation.
Alongside the Swiss Federal Railways a high number of so-called private railways15 are
operating under licences in Swiss railway transport market. They, too, fulfil functions for the
public benefit for which they are reimbursed by the Confederation and the Cantons. The State
(Confederation, Cantons, Communities) holds stakes in a majority of those companies which
are mostly organised as joint-stock companies and the private capital in which usually plays a
rather small role.
The railway market reform includes the common measures applicable to all rail operators and
the measures specific only to SBB.
The common measures relevant for the purpose of this Study is
the separation of the infrastructure and transport sectors in terms of accounting and organisation
(for more sizeable operators); and
introduction of the commissioning principle for all type of traffic
are expected to bring increased transparency in the performance of services and disappearance
of a performance-inhibiting cross-subsidising. As well as in the future the railways are expected
to provide those services that either cover their costs or are commissioned in advance by the
State. In this way, only the uncovered costs are agreed in advance between a railway enterprise
and the Confederation or the Cantons will be compensated and any subsequent deficit coverage,
as it used to be the case till 1998, will no longer be allowed.
The SBB-specific measures, in addition to the change of company’s status, include separating
the political and entrepreneurial tasks. Under the ‘Performance Agreement’ (concluded for four
year period 1999-2002), the ‘Appropriation for Payment’ (financing of the infrastructure) and
the ‘Owner Strategy’, the Confederation stipulates to SBB the political and financial duties of

13

14

15

The first few years after the railway liberalisation reform evidence that competition among train operating
companies in regional passenger traffic, however, is still in the very initial stage.
Compared to other national railways in Europe, SBB has enjoyed the highest number of trips per inhabitant in
1999 amounting to 39 trips.
The sizes of the licensed private railway companies vary considerably. As reported in 1998, the biggest
licensed railway company operated a network of 375 km and employed some 1600 personnel, the smallest
ran a network of 4 km only with 10 employees.
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the State leaving fully the responsibility for operational management of the company with SBB.
In this respect, the Performance Agreement includes the entrepreunerial objectives while the
Owner Strategy covers the strategic aims of the Confederation as the owner of the Swiss Federal
Railways. In terms of passenger transport, the Agreement gives strategic orientations, orders the
production of specific services, gives additional objectives in terms of service as well as
delineates the principles of the fares policy.
This new approach has been accordingly translated into financial terms. In 1999 state subsidies
fell by 23% to Swfr 1.96 bn, which meant that the SBB financed itself by 62.5% up from 59,3%
in 1998. As for the refinancing of SBB, the outstanding debts of the Federal Railways have been
written off so that on 1st January 1999, entrepreneurial independence was able to commence
without a deficit balance. This relief from old financial encumbrances was transformed both into
share capital and into repayable loans.
The Privatisation of the Federal Railway is currently not planned.
9.2

Public Transport Service Ordering and Contracting Criteria

The Swiss public transport system is known for the focus placed on the integration of services.
Punctuality, good connections, timetables, through ticketing between railway companies and
regional bus services, fares association at the urban or regional level are all typical features.
Both the authorities at all levels and the railway companies (SBB and privates) share the belief
in the integrated public transport system. The planning freedom of the companies is therefore
always subordinated to the preservation of the integrated timetable and the regulation developed
by the Federal and Cantonal authorities takes great care to prescribe various forms of integration
of public transport services.
Specifically, the Ordinance on Indemnities, Loans and Financial Aids According to the Railway
Law (1995) regulates the payment of indemnities to be disbursed for the deficit incurred on the
transport services ordered by the Confederation or the Confederation together with the Cantons.
The Ordinance defines also a basic level of service to be provided. For instance, minimum
hourly frequency when more than 500 persons are transported in average on the heaviest section
of the route is required. Another criteria, a minimal level of service of 4 pairs per day has to be
guaranteed in those cases when the easiest section of the route transports at least 32 persons per
day on average. The Ordinance also states that the fares have to be broadly similar throughout
the country for similar services and the rebates can be offered to the local population.
Further, the Ordinance regulates the ordering procedure that has to be carried out every year.
The Cantons inform the companies on their wishes concerning regional services and on the
funds available. The Confederation, the Cantons and the transport companies have to create an
adequate organisation to co-ordinate the regional supplies and their integration into the
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networks. The Confederation or a Canton can invite a transport company to present an offer. If
the first offer is not satisfying, others can be asked. The companies also can present an offer on
their own initiative. When large changes influencing several routes are planned or when the
offers by a specific company are deemed to be not-satisfying, such services can be subject to
call-for-tenders16. In any case, such approach to ordering of services implies the existence of
some degree of protection for incumbents. Incumbents are first asked to react to the requests for
proposals made by the Cantons (except for the creation of new services).
The eligible offer for passenger traffic has to include a description of
the service supply (number of daily services, timing outline, stops served, seats offered);
the quality of the service (guaranteed connections, means of transport used, additional services
provided, safety services, handicapped facilities, bicycle transport, catering services,
information etc);
the resulting production (total vehicle-km, service-km, hours of service etc)
information on the fares system and level;
provisional accountings for the first timetable year and the medium term, including investment
planning.
When ordering authorities accept an offer, a service agreement is then concluded for one
timetable year between the service provider and the ordering authority. The (yearly) service
contract determines the minimum level of usage and cost coverage which allows to supply the
service. The contract is drafted in the framework of effective federal laws and ordinances as
well as transport plans of the Canton(s) involved. It has to include costs (personnel,
amortisation, financial costs, other costs), revenues (transport and others), estimated passenger
numbers and passenger-km per year, vehicle-km supplied, fare systems and levels, selling
systems (including opening hours), working conditions for the personnel and vehicles that will
be used. These calculations are translated accordingly into a lump-sum compensation amount by
the ordering authority.
Subject to the Ordinance, the Confederation jointly with the stakeholding Canton is entitled to
supply financial investment aid when investments can not be financed by the amortisation
funds. Such aid is in principle limited to investments necessary for services ordered by
authorities.
A transfer of the ordered service to another company against the will of the incumbent is
allowed only when the authority believes to be able to realise long term gains by doing so. The
new operator is then obliged to take over the installations, the rolling stock and the loans of the
incumbent for the service concerned for an amount equivalent to the accounting value, if the
incumbent requires so and if the acquisition of these items had been agreed by the authorities.
16

The first public calls for tenders in Switzerland are to be expected for 2002.
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No new agreement can be established if the existing company declares to be able to maintain the
existing supply without a subsidy.
9.3

Incentives Scheme

Concerning the incentives scheme applied in Switzerland in relation to ordered public transport
services, one needs to point out that the incentives and motivation to perform at the required
level lie within the regulatory system, as such. First of all, the agreement in advance of the lump
sum payment by the service ordering authority to the service provider instead of a regular
compensation of incurred deficits means that the operator is motivated to improve its
performance efficiency, if to avoid negative financial results at the end of the day. On the other
side, if the agreed service level deteriorates, the authority can decide to transfer the service to
another operator, if the incumbent service provider fails to improve.
The Government has created a possibility to reduce payments made to companies, when these
were deemed to behave in an uneconomical way. Such judgement is to be based on comparisons
with similar companies using analytical accounting. The possibility is also given to require a
different company to provide an offer for similar services.
Further, in order to be eligible to offer services, the company must obtain a licence first. A lot of
conditions laid upon the licence holder help to maintain a high degree of quality, safety and
reliability in services throughout the country. However, the enterprise with such a licence is
largely protected from the competition. This is to guarantee, as far as possible, the revenues of
public transport services that are supported by public funds. Nevertheless, the licensing system
in no way prevents competition: enterprises compete for the licence and not for customers.
Since the license granted is valid only for a specified period and has regularly to be renewed,
therefore, the elements of a yardstick competition work as a driving and motivating force for the
operators to sustain high performance results.
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10

DENMARK

10.1

Institutional Framework

10.1.1 Overview of Responsibilities

The regulatory framework in Denmark foresees that the Danish Government is in charge of
nearly all railway operations in the country. Specifically for the public transport by rail, 2
authority levels are important in Denmark, namely the national-power authorities and the
local-power authorities.
For execution of the general responsibilities in relation both to the railway transport policy
and the railway operational market in Denmark, the following governmental bodies and
authorities are involved at a national level:
•

Ministry of Transport

•

The Railway Council

•

The Danish National Railway Agency

•

The Railway Inspectorate

In addition to the above national authorities, for the operation of the private railways in
respective territorial areas the following local authorities are given the responsibility:
•

Counties

•

Development Council of Greater Copenhagen (HUR)

Aiming to make the railway transport more attractive and integrated part of the total
transport pattern both in Denmark and internationally, the Ministry of Transport
(Trafikministeriet) is in charge of establishing and implementing (railway) transport policy,
drafting the legislation governing railway transport, including the legislation governing
contracts and competition. The Ministry also grants railway companies permission to operate
railway service in Denmark and is responsible for the administration of the considerable
funds spent on railway transport.
The Minister of Transport is advised by the Railway Council. This advisory committee
members the representatives of various political parties as well as business and consumer
organisations.
Specifically for public passenger transport by rail, the Ministry exercises the right to
conclude 2 types of services with rail service operator, namely:
•

negotiated services, which are the services to be carried out as a public service not put
out to tender but carried out on the basis of a negotiated contract;
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•

tendered services, which are the services carried out as public service obligation put
out to tender.

The effective legislation in Denmark also provides a possibility for free services, i.e. services
that can be carried out without any contract with the Ministry of Transport at the operator’s
own risk.
With the adoption of the Danish Act on Railway Undertakings in 1998 and the Competition
Law, the Ministry has decided to contract, on the tendering basis, up to 15% of public
services of the national railway operator (DSB), in order to move towards more operators in
the Danish market.
The Danish National Railway Agency is an independent government corporation
established on 1 January 1997 by the Parliamentary Act on the basis of the former
infrastructure section of the national railway operator DSB. The Agency is in charge of
operation, maintenance and development of the government-owned railways. Being an
infrastructure manager, the Danish National Railway Agency owns the government’s railway
infrastructure. The Agency is also responsible for promotion of railway transport by
providing an efficient railway network for all railway operators. The Danish National
Railway Agency also handles a number of regulatory tasks on behalf of the Ministry of
Transport.
On the basis of the Railway Safety Act, the Danish Railway Inspectorate was created under
the Ministry of Transport as per 1 August 1996. It is responsible for establishing and
supervising railway safety in Denmark. This includes approving companies which intend to
carry out railway services in Denmark. The Railway Inspectorate also administrates the
government subsidy for the private and veteran railways - the responsibility taken over from
the abolished Supervision Authority for Railways
The Counties are responsible for the operation and infrastructure of the private railways and
have the fare authority for local journeys in their regions.
The Development Council of Greater Copenhagen (HUR- Hovedstadens Udviklingsraad) is
a new regional public transport authority in Copenhagen responsible for the operation of the
buses and the private railways in Greater Copenhagen and has the fare authority for local
journeys in this region.
A agreement from April 2000 has transferred the responsibility for 13 private rail companies
from the Ministry of Transport to the regional authorities. The transfer became a fact on 1
January 2001. This transfer agreement was followed by an additional agreement about
transferring one local DSB-operated rail service under the HUR’s responsibility.
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The new transfer agreement contains:
•

five years of transition with continuing state subsidies

•

a compensation from the state to the regional authorities from 2006

•

no closing of local rails before 2006

•

transfer of state owned shares in limited rail companies to regional authorities.

10.1.2 Relations with the market

Denmark is one of the countries in Europe with most extensive train use. Measured by travel
frequency (number of tickets sold per capita) Denmark comes in second, measured by
distance covered by train in fourth place. The total number of journeys in 2001 topped 156
mln. of which 7.1 mln. were attributable to journeys on the fixed rail links across the Great
Belt.
Until 1 January 1997, railway services in Denmark were operated by the government-owned
railway undertaking DSB and 13 private railways.
The passenger railway transport market in Denmark until 1998 was served by a monopolist
the Danish National Railway (DSB), which used to be a total operator controlling the entire
value chain, including the infrastructure and the rolling stock supply. To illustrate the DBS
weight in public transportation, the present DSB share of all passenger transport in Denmark
amounts approximately to 6.4% and is the biggest passenger transport operator in the
country.
As mentioned, DSB was and is not the only rail operator in the country. The 13 local Danish
rail companies, so called Private Rails, which are formally limited companies, until 2000
operated on long term concessions and owned both track and rolling stock. The Danish State
owns 50% of the shares and the local and regional authorities concerned own other 50%.
What is private about private rail is only that they are not operated by the State, as the state
ownership has been a kind of sleeping partnership.
Subsidies from the state have, however, not been sleeping at all. For the last of 20 years
private rail have got substantial financial support from the state for operation and for
investments. Since 1995 frustrations have been growing among 13 private rails because a
former long-term agreement has not been renewed. Instead, one-year provisional solutions
were applied.
A new rail operation legislation from 1998 turned the Danish rail sector into a EU-model of
organisation:
•

Infrastructure and operation were separated
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•

Operation contracts for rail operation as public service were established

•

Procedure for access to rail infrastructure was established

•

Regulation of rail licences were established

•

Free market for rail goods is introduced from 2000

•

Access to establishment of commercial passenger rail operation from 2002

•

Tendering of 15% of the DSB passenger transport services

As per January 1, 1999 DSB was established as an independent public corporation, fully
owned by the Danish government. The infrastructure part was already separated from DSB
in 1997 and for that the Danish National Railway Agency (Banestyrelsen) was established.
The rolling stock part was also separated from DSB as a subsidiary with the ownership right
(DSB Trains A/S). The freight services were sold as well.
DSB still maintains close relations to the government, but its independent status offers
another distribution of the roles between the political and administrative system and DSB,
both formally and legally. It means a separation of finances between DSB and the
government. The payment and the terms of the DSB provision of services to the government
and use of the infrastructure are now established through concluded contracts. The exclusive
right of DSB to operate national passenger formally expired on 1 January 2000.
In consequence of a new status as an independent public corporation and due to the
introduced deregulation of the railway market, DSB focuses on the ability to supply services
on a competitive and commercial basis. This means that the traditional consolidating role of
DSB in the Danish public transport is now translated into co-operative agreements and
contracts with co-operators within public transport.
Besides being the owner, the Minister of Transport is also a governing body, the supplier of
infrastructure and the largest customer in relation to DSB. The main part of DSB’s services
is carried out as public service transport based on transport contracts entered into with the
Ministry of Transport. In the end 1999 DSB and DSB S-Trains A/S signed 5 year transport
contracts with the ministry of Transport concerning long-distance and regional train services
and S-train services for 2000-2004.
Recently the Ministry of Transport has made practical steps towards intensifying the
competition in rail passenger transport. The Ministry has launched tenders for services
carried out as public service. Tenders have been invited for 15% of DSB’s present services
in West and Central Jutland (these constitute appr. 5% of DBS income from passenger
services). All approved railway operators, including DSB, could submit their bids. With
effect from 5 January 2003 another operator will operate these services.
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Further by statute, certain obligations have been imposed upon DSB when new operators
enter the market. DSB is obliged to make rolling stock available on lease terms for services
put out to tender as public service, if the operator in question wants to use this opportunity.
DSB is also under obligation to allow other railway companies operating on a specific
section to use DSB’s stations on the section for payment.
Besides, the Minister of Transport can order DSB to carry out services as public service for
payment. When MOT invited tenders for 15% of DSB’s present services from 2003, the
tender documents also imposed further requirements on DSB, including that DSB is to make
its ticket and booking system (ROSA) available to the contracted new operator in connection
with sale of tickets and cards of combined journeys.
10.1.3 Fares System

As indicated, the price formation in Greater Copenhagen, for DSB and DSB S-train are
subject to the fares laid down by HUR (the fare authority). The developments in the ticket
prices in the rest of Denmark are governed by the general price developments measured by
means of the net price index.
Though competencies of fares are wide distributed in Danish public transport in general, for
the rail sector it is rather simple: every rail company has a competence of fares for its own
traffic. But the 13 so called private rail companies in Denmark have already since 1980 made
agreements on joint ticketing with the regional transport authorities. However DSB - main
rail operator for all long distance and most regional trains - had in 1997 executed the
competence of fares in a separate, national fare system.
In general, the public transport fares in Denmark consist of single tickets, 10 trips cards and
personal cards for fixed periods and zones. No return tickets are available nor return rebates.
For single tickets the joint ticketing made no problem at all. But rail and bus fares structures
made different rebates for cards. Train rebates were higher than bus rebates. The transition to
bus fares level for local and regional trips could create an unacceptable rise in fares for some
groups of card buyers - obviously for some of the most loyal passengers in the public
transport. This was solved by adding a stately funding for public transport fares. The fund
made a decrease of 5 percent on all public transport fares and this neutralized most of the
stipulated local rises. Some fares paradoxes remained in the system, but a lot of old
paradoxes were resolved.
The establishment of a joint ticketing system had in 1997 been a political demand for
decades, and only a national political pressure combined with the stately funding made it
possible. A few of the regional transport authorities were very hesitating to join the
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agreement and were only included after severe negotiations. At least two earlier attempts to
establish joint ticketing had failed.
Since 1997 - joint ticketing was a success - also among the passengers. Public transport was
made more easy to use. Among the transport authorities the joint ticketing agreement was a
turning point - more joint initiatives were taken and successfully implemented.
10.1.4 Market Monitoring

In 2000 MOT has finished cost/patronage analysis of all local rail services in Denmark. The
most sensational result was the comparison of costs per passenger kilometer for local rail
services for the 13 separate rail companies and for DSB. Opposite to common opinions, the
13 companies really had lower costs than DSB-although with a lot of differences among the
13 companies. For evaluation a quality index was used: weighted values of frequency,
journey time, comfort and reliability.
Also the EU has made a survey of the satisfaction among train and bus passengers in Europe,
published in 2001. The survey showed that DSB is among the best railway operators in
Europe.
10.2

PSO Contracts

The PSO contracts of DSB, concluded with MOT are the so called negotiated contracts on
public service rail services. Recently, the DSB Group has concluded two five-year contracts
with the Ministry of Transport concerning delivery of public transport within long-distance
and regional train services and S-train services. The contracts will expire by the end of 2004
and constitute a substantial part of the Group’s basis of income.
10.2.1 Reduction of Contractual Payments

As a consequence of the positive development in income from passenger services and the
efficiency enhancement measures carried out, DSB will in the period from 2002 till 2004 be
able to operate the public services transport at a reduced contract payment totalling DKK 1
billion. The good financial results in recent years by DSB considerably in excess of the level
of DKK 500 million expected at the formation of DSB and the conclusion of the present
transport contract with MOT. Therefore, DSB in the autumn 2001 offered the Ministry of
Transport to reduce the contracts payment. In connection with the budget agreement for
2002, MOT accepted DSB’s offer. This means that, in 2002, the contract payment will be
reduced by DKK 500 mln, in 2003 by DKK 300 mln and, finally, in 2004 the contract
payment will be reduced by DKK 200 mln.
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Prior to the invitation to tender in Central and West Jutland, DSB’s contract payment for
2003 and 2004 was reduced partly by DSB’s historic net expenses for operation of the
section and partly by a proportionate share of DSB’s profit equalling approx. DKK 55
million.
10.2.2 Required Level of Services

Punctuality of trains is one of main performance indicators on the quality of service for
which a minimum required level was established in PSO contracts with the Ministry of
Transport. Subject to the contract on s-trains services, at least 95 percent of the s-trains must
be less than two minutes delayed. For the contracted InterCity and regional trains services
the punctuality requirement says that at least 90 percent must be less than five minutes
delayed.
As reported by DSB, in practice for S-trains (Copenhagen area) the punctuality was 93%, for
lnterCity services was 89% and regional trains was 94% in 2001. This meant 2% below the
required minimum for S-trains.
In order to monitor the quality of service, twice a year DSB performs a customer survey
among its passengers. Survey in 2001 revealed that the customers are generally satisfied with
DSB. On a 13-scale, the general customer satisfaction was nine for long-distance trains,
regional trains and S-trains.
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Country

Year

TR

T1

T2

AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA
AUSTRIA

1970
1971
1972
1973
1974
1975
1976
1977
1978
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

-4,32
,96
-,85
,95
11,57
-11,40
4,20
4,96
1,86
-4,57
2,47
-2,69
-,27
4,08
,58
,42
5,70
8,51
1,54
7,38
3,83
-2,29
-1,50
4,63
,63
-15,99
-2,08
,33

,65
,65
1,04
,15
,25
-1,14
-,55
,83
-1,44
1,81
,59
-,37
1,00
,48
,57
,79
,58
,66
3,22
2,99
4,90
3,85
1,59
1,06
,74
,91
-,01
,54

2,95
1,81
1,04
-3,62
-2,18
2,33
-1,49
-1,71
-2,75
1,74
,50
-,29
,59
-1,58
2,81
-1,52
-1,55
1,64
3,94
5,14
5,83
8,47
4,37
2,09
-2,85
-,84
-2,14
-1,23

Exv
1
0
1
1
0
0
1
1
1
1
1
1
1
1
1
1
1
0
1
1
1
1
1
1
1
0
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM
BELGIUM

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

2,00
-3,05
-,92
2,30
-,25
-8,27
-3,02
-2,86
-2,54
,12
1,65
-2,81
-3,61
-2,82
1,99
-7,65
3,31
1,24
,82
2,17
3,55
,40
-1,53
-,84
1,79
,46
2,83
1,68
3,62

,82
,34
-,19
,49
2,27
-,46
1,09
,24
,38
-,25
1,19
1,09
1,00
,14
,34
,43
,35
,46
,78
,83
1,54
1,70
2,66
,95
,72
1,10
,51
,90
,51

3,12
1,50
-,19
-3,27
-,17
3,01
,15
-2,30
-,92
-1,23
1,12
1,00
1,08
-,27
-1,71
2,67
-1,96
-1,67
1,76
1,56
3,70
2,63
7,28
3,72
1,75
-2,49
-1,24
-1,23
-1,26

Exv
1
1
1
1
1
0
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK
DENMARK

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

-13,95
7,73
-29,62
30,02
13,39
-23,92
5,05
4,37
-36,41
91,20
10,62
7,63
-1,59
-,81
2,85
3,54
1,59
-1,17
-1,63
4,43
-2,97
-2,36
2,74
2,33
-1,08
-1,38
5,72
7,64
-4,77

2,23
1,25
1,62
2,85
2,46
-,43
1,50
1,31
,68
1,52
1,59
-,23
,12
-,36
-,13
,02
1,31
,72
,96
1,05
1,30
1,72
2,10
,06
1,28
2,13
1,37
1,38
1,29

4,53
2,41
1,62
-,92
,03
3,04
,56
-1,23
-,62
,53
1,52
-,32
,20
-,78
-2,19
2,26
-1,00
-1,40
1,94
1,78
3,46
2,64
6,72
2,84
2,31
-1,45
-,38
-,75
-,48

Exv
0
1
0
0
0
0
1
1
0
0
0
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND
FINLAND

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

9,25
10,12
6,91
9,87
2,90
-4,79
-,27
,20
1,24
6,49
1,80
1,59
,39
-1,92
-1,56
-17,00
16,07
3,06
,22
3,83
-3,03
-5,36
-1,64
1,00
4,84
2,20
3,75
,03
1,13

,56
,23
,34
1,53
1,67
1,98
1,70
1,08
-,55
,20
1,53
1,65
1,90
1,47
1,18
1,13
,41
,23
,35
2,33
4,82
3,82
2,83
1,03
,83
,63
-,27
-,07
,32

2,86
1,40
,34
-2,24
-,76
5,45
,76
-1,46
-1,86
-,78
1,46
1,56
1,98
1,05
-,88
3,37
-1,90
-1,89
1,33
3,05
6,98
4,74
7,44
3,81
1,85
-2,96
-2,02
-2,19
-1,46

Exv
0
0
1
0
0
1
1
1
1
1
1
1
1
1
1
0
0
0
1
1
1
1
1
1
1
1
1
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE
FRANCE

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

,39
5,09
3,40
5,82
7,16
,27
1,46
3,27
,13
1,74
2,12
2,15
2,77
3,06
3,12
-3,57
,19
5,57
1,90
-,77
-2,63
,91
-7,12
,84
-5,72
7,59
3,45
4,24
3,29

2,29
2,20
1,63
1,95
2,47
,76
1,26
1,18
1,18
2,00
2,29
1,85
2,05
1,84
1,93
1,62
1,65
1,03
1,24
1,11
2,18
2,04
2,76
1,42
1,50
1,67
1,37
,88
1,08

4,59
3,36
1,63
-1,81
,04
4,23
,32
-1,36
-,12
1,02
2,22
1,76
2,13
1,43
-,13
3,86
-,66
-1,09
2,22
1,84
4,33
2,96
7,38
4,19
2,52
-1,92
-,38
-1,25
-,69

Country

Year

TR

T1

T2

HUNGARY
HUNGARY
HUNGARY
HUNGARY
HUNGARY
HUNGARY
HUNGARY
HUNGARY

1991
1992
1993
1994
1995
1996
1997
1998

-8,80
-6,82
-1,05
-2,67
2,81
1,62
4,14
,60

1,33
,24
-1,05
-,53
-,61
-1,77
-1,04
-2,85

2,26
4,86
1,72
,50
-4,19
-3,53
-3,17
-4,62

Exv
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
0
1
1
1
1
Exv
0
1
1
1
1
1
1
1

TR==Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS
NETHERLANDS

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

1,29
-,92
1,66
5,10
-1,02
-3,33
-2,49
1,66
4,52
4,65
3,00
,85
-3,99
-1,08
2,47
-,98
5,35
2,85
5,15
8,84
37,39
1,02
-,68
-5,29
-3,20
,82
2,36
3,15
-3,69

3,41
3,05
1,90
2,05
3,68
1,81
2,05
2,03
2,33
3,08
3,31
2,77
1,59
1,03
1,32
1,72
2,55
1,96
1,09
1,70
2,64
2,74
2,87
1,93
1,56
1,26
1,28
1,40
1,81

5,72
4,22
1,90
-1,71
1,25
5,28
1,11
-,51
1,03
2,10
3,24
2,68
1,67
,62
-,74
3,97
,24
-,17
2,07
2,43
4,79
3,67
7,49
4,71
2,59
-2,33
-,47
-,72
,03

Exv
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
0
0
1
1
1
1
1
1
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY
NORWAY

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

-17,25
5,41
1,12
14,86
18,81
-10,78
,35
2,69
10,06
5,70
1,29
-7,55
-2,99
,74
2,28
-,71
-1,71
-3,52
1,23
-1,50
2,19
4,93
2,66
3,54
-,71
2,86
4,57
1,13
3,24

1,15
1,65
1,69
1,43
,70
,45
,84
1,13
,54
,27
1,70
2,04
,74
-,13
,16
,79
1,76
2,63
1,98
1,32
1,44
1,61
1,92
,91
1,16
,94
1,07
2,05
2,70

3,45
2,81
1,69
-2,33
-1,73
3,92
-,10
-1,41
-,76
-,71
1,63
1,95
,82
-,54
-1,89
3,04
-,55
,50
2,95
2,04
3,60
2,53
6,54
3,68
2,19
-2,64
-,68
-,08
,93

Exv
0
1
1
0
0
0
1
1
0
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
0
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included

R20020166.doc
29 August 2003

181

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

Country

Year

TR

T1

T2

SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN
SWEDEN

1970
1971
1972
1973
1974
1975
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

-11,59
8,93
2,15
19,87
4,69
-5,14
-,15
11,34
13,53
,94
-6,86
1,24
,36
1,59
-6,59
-2,26
1,13
-,35
,26
-9,08
-5,25
11,39
1,30
5,30
-,45
10,06
2,69
6,25

2,77
1,10
,18
,79
1,27
1,74
1,27
,37
1,03
1,35
,74
,46
-,21
,70
,77
,86
1,49
2,15
3,27
3,18
3,39
3,41
1,78
1,34
1,08
,43
-,09
-,33

5,07
2,27
,18
-2,98
-1,16
5,21
-1,27
-,94
,05
1,28
,65
,54
-,62
-1,36
3,01
-1,45
-,64
3,13
3,99
5,34
4,32
8,03
4,56
2,37
-2,51
-1,33
-2,21
-2,11

Exv
0
0
1
0
1
1
1
0
0
1
1
1
1
1
1
1
1
1
1
0
1
0
1
1
1
0
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included

182

R20020166.doc
29 August 2003

FINAL REPORT
BOB RAILWAY CASE - BENCHMARKING PASSENGER TRANSPORT IN RAILWAYS

Country

Year

TR

T1

T2

SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND
SWITZERLAND

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

,57
,99
1,15
-1,34
-3,56
1,51
-1,07
,94
2,48
10,53
-,88
-1,43
,38
,47
3,86
-,60
14,53
1,03
2,14
,25
11,96
-4,47
-1,25
3,56
-3,09
-,43
6,21
,80
1,04

3,37
2,73
1,87
1,38
,74
-2,03
-,72
1,65
,99
1,07
2,57
3,28
1,50
1,03
1,19
2,27
2,89
2,35
-1,65
2,74
5,31
4,44
3,97
3,29
2,88
2,22
1,12
1,08
1,89

5,67
3,89
1,87
-2,39
-1,69
1,44
-1,66
-,89
-,31
,09
2,50
3,19
1,58
,62
-,87
4,51
,58
,23
-,67
3,47
7,47
5,36
8,59
6,07
3,91
-1,37
-,63
-1,05
,12

Exv
1
1
1
1
1
1
1
1
1
0
1
1
1
1
1
1
0
1
1
1
0
1
1
1
1
1
1
1
1

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Country

Year

TR

T1

T2

UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM
UNITED KINGDOM

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

-,93
-3,31
2,21
3,78
-2,08
-5,85
2,83
4,95
4,20
-1,03
-3,03
-11,00
10,01
20,83
-16,81
1,86
7,53
3,55
-2,89
-,40
-3,41
-1,06
-4,40
-5,49
1,95
9,35
7,05
2,92
8,81

1,91
,67
-,80
1,56
1,09
-,05
,03
-,25
,41
2,17
1,57
,09
,05
,81
,72
,53
,29
,01
1,31
1,79
2,76
1,98
1,10
,46
1,10
1,10
,88
1,12
1,62

4,21
1,83
-,80
-2,20
-1,35
3,43
-,91
-2,79
-,89
1,18
1,50
,00
,13
,39
-1,34
2,78
-2,02
-2,12
2,29
2,52
4,91
2,91
5,72
3,24
2,12
-2,49
-,87
-1,01
-,15

Exv
1
1
1
1
1
1
1
1
1
1
1
0
0
0
0
1
1
1
1
1
1
1
1
1
1
0
0
1
0

Year
TR=Growth (%)
T1=Est growht1 (formulae without dummy variables by year)
T2=Est growth2 (formulae including dummy variables by year)
Exv=Dummy 0=not included in regr an; 1=included
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Table A.1: Results of the quantitative analysis

Model
1

Square Adjusted R Square Std. Error of the Estimate
672(a) .451
.448
.4847

Coefficients(a)

Model

1

B

(Constant)-.952
D1970
-2.303
D1971
-1.164
D1973
3.766
D1974
2.433
D1975
-3.471
D1976
.939
D1977
2.539
D1978
1.302
D1979
.981
D1980
6.720E-02
D1981
9.397E-02
D1982
-7.943E-02
D1983
.414
D1984
2.056
D1985
-2.244
D1986
2.309
D1987
2.126
D1988
-.979
D1989
-.727
D1990
-2.155
D1991
-.926
D1992
-4.617
D1993
-2.774
D1994
-1.026
D1995
3.588
D1996
1.752
D1997
2.126
D1998
1.773
DIN
2.784
DI
.340

Std. Error

.249
.281
.276
.295
.321
.285
.281
.276
.280
.308
.306
.314
.313
.307
.308
.275
.277
.268
.274
.288
.315
.295
.297
.268
.274
.307
.283
.257
.278
.149
.027

Beta

-.124
-.063
.203
.131
-.185
.053
.146
.071
.052
.004
.004
-.004
.020
.097
-.127
.128
.121
-.055
-.040
-.114
-.053
-.267
-.164
-.057
.177
.092
.137
.099
.229
.203

t-value

-3.831
-8.189
-4.219
12.770
7.588
-12.198
3.341
9.200
4.650
3.182
.219
.299
-.254
1.349
6.671
-8.154
8.335
7.944
-3.575
-2.528
-6.837
-3.135
-15.522
-10.348
-3.738
11.678
6.190
8.273
6.388
18.747
12.655

DIN: development of number of inhabitants
DI: development of GDP/head
Dummy variables by year
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PROJECT ‘BOB’- RAILWAY CASE STUDY
DATA CONFIDENTIALITY AND SECURITY STATEMENT
FINAL DRAFT

1.

The principle that will apply to all proceedings of the Case Study will be
‘complete availability within the Group, complete confidentiality to the
outside’.

2.

The data communicated by participants of the Case Study will be used
exclusively for needs of this Project.

3.

This means that any intermediate and final Reports published by NEA or
OGM within the Group will not be encoded or designated numerically, and
will bear the names of the Participants.

4.

All information communicated as part of the project process
accomplishment [and conclusions] will be freely shared with all of the other
Participants in the case study within the Group.

5.

All Participants as well as NEA and OGM agree to use encoded data in
information issued to stakeholders and shareholders, governments and
government agencies and the press or for publication in academic papers.
The only exception will be graphics containing data already published and
freely available. Otherwise all information applying to other railways or
authorities must be designated merely as numbers or letters to disguise the
identity of the Participants. In any release, which uses a significant number
of graphs, a series of codes will be used instead of just one, so that it will
not be possible for outsiders to identify source of data.

6.

Information may be disseminated as widely as participants wish within their
own organisations. The identified Representative of each railway within the
Project will be the responsible for avoidance of any disclosure of data from
their own organisations. This applies particularly to any Associate
Companies or Consulting Subsidiaries who should not have access to data
or conclusions relating to the case study.

7.

A disclosure of data caused by any Participant will effect in the immediate
exclusion of that participant from the Case Study.
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8.

NEA and OGM undertake to apply a high level of security: the input data,
computer databases and output documents will be maintained in secure
installations which are locked at all times when NEA or OGM staff are not
present. Only individuals working on the project or academic papers relating
to it will be permitted to have sight of the data and exclusively after they
have been acknowledged, read, signed and then returned a copy of the
confidentiality document to NEA or OGM.

9.

The Case Study representative for each Participant wishing to take part in
the Study will also be required to sign a copy of this document and deposit it
with NEA as Project Leader. They will thus bind their Company or Authority
to the confidentiality statement as well as all their staff associated with the
Case Study.

Signature ……………………………..

Date…………………………….

Organisation………………………………………………………………………….
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LIST OF ABBREVIATIONS:
Banverket
BEST initiative
BOB project
Di
Din
DG-TREN
DSD
DTLR
EC
EU
FI
GDP
IC
IP
HU
JP
(J)KR
LD
MAV
MoT
N/a
NL
NO
NSB
NSR
OBB
OECD
OP
PPP
ProRail
PSO
PTA
PKP
Railtrack
ROSCO
SBB
Scotrail
SNCB
SNCF
SPT
TGV
R20020166.doc
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Swedish Infrastructure Provider
Benchmarking European Sustainable Transport
Benchmarking Passenger Transport in Railways
development of GDP/head
development of number of inhabitants
EC Directorate-General Energy & Transport
Danish Railways
UK Department for transport
European Commission
European Union
Finland
Gross Domestic Product
intercity
Infrastructure Provider
Hungary
Japan
Kyushu Railways - Japan
long distance
Hungarian Railways
Ministry of Transport
not available
the Netherlands
Norway
Norwegian Railway
Dutch Railways
Aurtrian Railways
Organisation for Economic Cooperation and Development
Operator
Purchasing Power Parity
The Dutch infrastructure provider
Public Service Obligation
Public Transport Authority
Polish Railways
the former UK infrastructure provider
Rolling Stock Corporation in the UK
Swiss Railways
Regional operator covering Scotland
Belgian Railways
French Railways
Strathclyde Passenger Transport / Scottish Rail Authority
Train Grande Vitesse
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UIC
UK
VR

Union International de Chemin de Fer / Organisation of Railway
Operators
United Kingdom
Finnish Railways
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