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Table 1 : Basic  Data

	City
	Copenhagen

	Area
	Greater Copenhagen Region

	Country
	Denmark

	Transport Authority
	Greater Copenhagen Authority

	Agency Name
	HUR

	URL
	www.hur.dk 

	Area of coverage
	The Greater Copenhagen Region consists of : 

· two cities - Copenhagen and Frederiksberg, 

· three counties - Copenhagen, Roskilde, and Frederiksborg – 

· 48 other municipalities.

	Population

(urban)

(suburban)
	City of Copenhagen
502,000

City of Fredericksburg
 92,000

Copenhagen County
618,000

Fredericksborg County
374,000

Roskilde County 

237,000

Greater Copenhagen
1,823,000

	Area 

(urban)

(suburban)
	City of Copenhagen
  90

City of Fredericksburg
  10

Copenhagen County
 530

Fredericksborg County
1350

Roskilde County 

 890

Greater Copenhagen
2870

	Procurement basis
	Routes are tendered on a gross-cost basis for contracts of 6-years duration

	Transport modes
	Passenger transport in the HUR area consists of Bus, Metro, and commuter rail.


Table 2 : Political Framework and History of Reform

	City
	Copenhagen

	General Political contest
	

	Nature of national political system
	

	Hierarchy of Authorities
	National government establishes national transport policy, creates the framework for the passenger transport and enacts relevant laws. The implementation of the passenger transport is vested in the Municipal and County authorities. 

	Allocation of powers among jurisdictions
	The individual cities, counties and municipalities of the Greater Copenhagen Region have formed the Authority HUR, into which they have vested their executive powers. This overcomes the problems of services crossing local jurisdictions, as well as providing greater efficiencies and increased capabilities. 

	Primary level of transport authority
	HT was founded by law in 1974, gathering several municipal bus companies into one, and creating one ticket and information system for all buses and trains throughout the region. 

Since July 2000, the management of the HT bus system has been submitted a new political administration, Greater Copenhagen Authority (in Danish HUR / Hovedstadens Udviklingsråd). Like HT more than 25 years ago, HUR is founded by law, and the eleven members of the HUR council come from the two city councils and three counties – among them, the five mayors. A political committee, the Transport Committee, supervises the public transport management in HUR.

In 2001, HUR took over six small local railways, one in Southern and five in Northern Zealand. They were merged into one company, which has been split up into an infrastructure company, Hovedstadens Lokalbaner A/S, (HL), and an operating company Lokalbanen A/S. HUR holds the majority of the shares in HL and owns Lokalbanen A/S 100%.

The central railway system and the suburban S-trains are owned by the national railway companies, DSB (Danish State Railways), S-tog and Banestyrelsen. The Metro lines are run by the Ørestad Development Corporation (Ørestadsselskabet) - a company owned by the State and the two cities.

	Structure of the Transport Authority
	

	Participating entities
	The Greater Copenhagen Region consists of the cities of Copenhagen and Frederiksberg; three counties Copenhagen, Roskilde, and Frederiksborg; and 48 other municipalities. The City of Copenhagen and Copenhagen County each have 3 political members on the Authority, Fredericksborg and Roskilde Counties each have 2, and City of Fredericksborg has 1 member.

	Funding sources
	Funding is a combination of public support funding and fares revenue. Public support funding is received from the five participating local authorities (Cities of Copenhagen and Fredericksborg; Counties of Copenhagen, Fredericksborg and Roskilde)

	History of Reform
	

	Previous systems
	On October 1st 1974, Copenhagen Transport, HT was established by law as a consolidation of twelve mainly publicly owned transport companies, essentially by centralising these companies. Copenhagen Transport became the joint public transport authority and the operator at the same time. 5 years later in 1979, a common fare system was put in place to make it possible for customers to interchange freely between bus and train. The area was divided into 95 different zones. The zone system is still in function (see map). From 1980, 80% of the operation in the area was carried out by Copenhagen Transport whereas the remaining 20 % was produced by small individual private operators on gross-cost contractual basis. At the time, Copenhagen Transport had approximately 4,500 employees.



	Phasing of replacement
	During the early 80s, Copenhagen Transport faced increasing problems. The level of quality as well as patronage decreased, strong unions initiated strikes, and fares increased despite falling fuel prices. All as results of weak political and company management. At the same time, private operators began claiming that they were able to operate routes cheaper than those of Copenhagen Transport. In this spirit, Parliament - under the leadership of the liberal-conservative government then in power - considered privatising Copenhagen Transport. This would reduce costs, but it remained obvious that regional and urban public transport still needed to be managed and co-ordinated centrally. Customers were to benefit from one, seamless system, and not from a patchwork of several overlapping ones. The solution was to allow Copenhagen Transport to remain as the central planner and manager of bus operations in the Greater Copenhagen Region, introduce competition but without operating buses itself. In 1990, the Copenhagen Transport Act was passed in Parliament stating that at least 45% of all operations was to be subject to tender within the next five years. Public companies and Copenhagen Transport were not permitted to make bids.

In 1990, Copenhagen Transport was divided into two seperate divisions: An administrative division and one which was in charge of operations, the so-called ”Busdivisionen”. The private operators remained, but their lines had to be tendered. Results came quickly. Operational costs decreased by 20% in the period from 1990-1994. The bus fleet was renewed and quality output improved. At the same time, a clear business strategy - ”Vision 2005” - was established. Patronage increased and the financial situation of Copenhagen Transport was improved remarkably.

In 1995, a revised Copenhagen Transport Act was passed. All bus operations were to be tendered by 2002 and public operators were permitted to bid on routes on an equal footing with private operators. Busdivisionen became an independent limited company, although it was still owned by the five public owners of Copenhagen Transport. Simultaneously, it changed its name to ”BusDanmark A/S”. Since then a clear allocation of responsibilities has been put in place. Since 1995, BusDanmark A/S has won several tenders. In 1999, BusDanmark A/S was sold to the British operating company ”Arriva ltd”.

In 2000, the form of HT was changed so that it became part of HUR. In 2001, HUR took over responsibility of the local railways in the northern and southern parts of the region.

	Key motivations
	The three main motivations were, and remain :

1. More satisfied customers

2. Higher efficiency – lower production costs

3. Continuous product improvement – establish motivation within the industry

The conditions in the 1980’s of strikes, poor efficiency, declining quality and declining passenger numbers created the political momentum to reform the system.

	Main changes in original reform
	The main change as described above was the revision of the Copenhagen Transport Act, in which all bus operations were to be tendered out, and the public operators could bid on an equal footing with the private operators. 

	Subsequent changes
	The public sector operations was sold in 1999, so that all bus operations in the Greater Copenhagen area are now provided by the private sector. 

	Any major problems that stimulated changes
	Even though the number of operators has diminished, there is no evidence of excessive profit making which would indicate the use of monopoly power. Operators – still – make almost no profit according to the results of the latest years. Nonetheless, the concentration of the industry has tended to diminish the competition for the supply of tendered services :

· The incumbent operator often has unique access to strategic resources such as bus garages or specialised vehicles – especially in the city centre where bus depots are scarce

· The number of bids per tender is relatively small

· The choice of operators at a network level is limited

Competition exists in the Greater Copenhagen Region, but there is a risk that the level of competition could fall with only three large operating companies. However, it is important to stress that there is absolutely no reason to believe that price cartels are being formed.

HUR are considering whether changes may be needed in the coming years to avoid loss of competition. Options being considered are limiting the market share of any individual company, and HUR being able to step in as ‘operator of last resort’ – currently not permitted in Copenhagen.



	
	


Table 3 : Legal and Institutional Framework

	City
	Copenhagen

	Legal Framework
	

	Applicable legislation for : 

· Transportation

· Institutional framework

· Market Entry

· Competition

· Route licencing

· Operator licencing

· Vehicle./driver licencing

· Funding
	1995 Copenhagen Transport Act

1999 Act of Parliament on Hovedstatens Udviklingsråd (HUR)

	Legal Basis and right of initiative to :

· Open a route

· Assign operators

· Change route

· Change operator

· Close route
	Legal rights are with the local authorities. All vested in HUR. 

	Institutional Framework
	

	Listing of all relevant agencies
	HUR is the only relevant agency. 

	Primary functions of each agency
	All significant functions are with HUR.

HUR  determine the schedules and fares, and set standards for quality, service, and the design of the buses. HUR receives all bus fare revenue from the customers, subsidies from the five public owners and pays the operators for their operations regardless of the number of customers using the individual route. HUR is responsible for route planning, but this is carried out in detail in co-operation with the operators. The operator is responsible for the operation of the buses.

	Relationships among agencies
	The two cities and the three counties have representation on the Authority. The Authority is the Board of HUR. HUR enters contracts with the operators. 

	Fund flows among actors
	The 5 participating authorities provide the public funding support for the passenger transport services in Greater Copenhagen Region. The funds are made available to HUR. All revenues from operations are passed to HUR under the gross-cost contract. HUR compensates the operators under the terms of the gross-cost contract. 

	Schematic
	The current organisation of HUR dates from July 2000 when Copenhagen Transport ceased to exist as an independent company. HUR consists of the planning, the transport, and the service divisions. 
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	Who plans routes
	Planning division of HUR

	Who operates the competitive process
	Transport division of HUR

	Who signs the contract
	HUR

	Who monitors performance
	Transport division of HUR

	Who administers the contract
	Transport division of HUR

	Who is responsible for bus operations management
	Contracted transport operators

	Who is responsible for bus operating environment ?
	HUR

	Procurement of transport services
	

	Basis of procurement
	Routes are tendered on gross-cost contracts to about ten operators – some of them still rather small local bus companies, all though these years the large international firms are taking over the market.

Tendering of bus operation, and dividing the efforts and responsibilities can be handled in many ways. HUR  determine the schedules and fares, and set standards for quality, service, and the design of the buses. HUR receives all bus fare revenue from the customers, subsidies from the five public owners and pays the operators for their operations regardless of the number of customers using the individual route. This model has been chosen to ensure that available bus services are determined by a public transport authority that offers what is sensible for citizens from a social point of view. 

HUR is responsible for route planning, but this is carried out in detail in co-operation with the operators. The operator is responsible for the operation of the buses. The operator provides the buses according to the standards stated in the contract. Bus drivers and their training are the operator’s responsibilities. However, due to EU regulation on company take-overs, and due to Danish legislation on company acquisitions, after a completed tendering round a new operator must offer the present drivers jobs at equal wage levels and with equal working conditions.

	Nature of competitive mechanism
	The contractual relationship between HUR and its operators is a so-called gross-cost contract with quality incentives. 

Bus operations are tendered according to routes in packages on 6-year contracts to all bus operators complying with the European Union tendering rules. Operators are allowed to connect and give a common bid on maximum 3 packages at one time. Packages are made rather small to ensure that small and large operators have equal accessibility to the market. Approximately once a year a tendering round is made containing several packages of routes.

HUR has set up a number of objectives for the tendering process. A primary objective is to choose the best and cheapest bid. In the tender strategy set by HUR, it is specified that tenders must be attractive for large as well as for small operators. Bids are calculated according to various stipulations stated by HUR according to the so-called ”value analysis model”. This model takes a number of soft parametres into the evaluation of the contact. It allows the operators a higher price of their contract if they e.g. have a modern bus fleet, if their organisations have a high level of senior employees, or if their previous quality performance has been high.

The monthly payment follows a price‑index formula. The tendering system does not allow operators to compete on working conditions. Therefore, bids have to be based on average salary costs for the purpose of bid ranking. The true contractual prices are then adjusted for the personnel that have actually been taken over. 

At the 11th tendering round, HUR has used tendering after negotiation as something new.

	Unit of procurement
	Route or route-lots.

	Is there a pre-qualification stage ?
	There is not a pre-qualification stage. However, HUR will perform a provisional evaluation to determine whether received tenders have been submitted in accordance with the tender’s material conditions, including whether the tenderer has the needed capabilities. During this phase, HUR may request the submission of clarification or supplementing tender information form a given tenderer. A tender could be excluded at this stage.

	If so, how does this work ?
	As above.

	What are the pre-selection critieria
	Not applicable

	What are the selection criteria ?
	Since 1993, Greater Copenhagen Authority has made use of the so-called ‘value analysis model’ before selecting its operators. Price constitutes 45%, quality 35% and rolling stock 20%. By applying this model it becomes possible to supplement the basic financial offer with a number of soft parameters before entering a contract. It allows operators to get a higher price for a contract e.g. if they have a modern fleet, or if they have many elderly employees. This last parameter is included in the contracts to neutralise differences in the wage levels. Social dumping does not exist since operators cannot compete on wage levels. In 1999, the previous quality performance of the operator was added as a parameter in the model.

	What is the relative weighting 
	As above. 

	Describe the selection process
	When evaluating the bids, these soft parameters are assigned a monetary value, which goes into the final analysis of the bid. These are al measures to encourage competition on other aspects than pure price competition. 

	Contract for services
	

	Duration of contract
	Normally 6 years

	Is there a bonus/ penalty regime
	The basis of the unique incentive system is the ”carrot and stick-model”. In the 9th tendering round it is stated that operators that do not live up to the previously set quality standards are fined up to 1.5% of the contract sum by HUR. Conversely, operators who exceed standards are awarded a bonus of 1.5% per bus hour. The level of bonus may change if the level of performed services (number of cancelled trips) is above/below a certain level.

· 99,96% - 100%:    1.8% bonus

· 99,91% - 99,95%: 1.35% bonus

· 99,86% - 99,90%: 0.9% bonus

· below 99,86%:      0.45% bonus

Each operator can maximally obtain 5% of the total contract sum.

If the survey shows that an operator is below the minimum objective on one or several points, a penalty in the payment will be made in proportion to the level of non‑performance and the importance of the measuring point to the customers. In addition, the operator must draw up an action plan showing how quality will be enhanced. 

HUR is entitled to check the operator’s performance under the contract through inspection of the buses while in operation. HUR may make a set‑off in the payment of 30-400 Euro per occurrence in some situations, for instance:

· Early departure from terminus

· Missing tickets

· Failure to replace defective ticketing equipment

· Operation of another bus type than the agreed

· Delayed departure from terminus of more than two minutes

· Incorrect signposting

· Missing information folders

· Failure to meet the cleaning standards

If part of the agreed journeys are cancelled, HUR may effectuate a set‑off in the payment according to a raising rate. If the operator fails to acquire a certain piece of equipment, to use environment-friendly fuel or meet cleaning standards, HUR is entitled to reduce the payment to the operator. The fine also depends on the type of contract in force between the operator and HUR.



	What are the key performance criteria ?
	See above

	Describe any performance-based mechanism that leads to warnings and termination
	If the operator is in material breach of contract, HUR may cancel the contract, or part of the contract. If the operator continues to neglect his contractual duties despite written notification, or if the operation provides less than 75% of scheduled services, HUR is entitled to cancel the contract as well.

	Is there an option for contract extension
	Option of 2 additional years is available. This is based on agreement by both parties. 

	Is there an option for automatic contract renewal? 
	There is not an automatic right of renewal for the operator. HUR has a limited right to require the operator to continue to operate for an additional specified period.

	If so, what criteria must be achieved ?
	Not applicable.

	Oversight
	

	What is the main governance mechanism ?
	

	Is there an oversight or probity body for the tendering ?
	

	Is there an oversight body for contract performance ?
	

	Is there a ‘value-for-money’ oversight function ?
	


Table 4 : System Performance Measures

	City
	Copenhagen

	Total annual passenger trips, all modes
	Total boardings (2002), equates to 258 million person-journeys

Local buses

167.9 million

S-buses


 51.5 million

A-buses


  5.8 million

Regional buses

  3.4 million 

S-trains


 86.2 million

Regional trains

 22.5 million

Local trains 

  3.4 million

Metro


  3.2 million

Total 


346.7 million



	Bus mode share
	66% (2002)

	Annual bus km. Operated
	88.1 million (2000)

	Annual bus capacity-km
	

	Annual bus ridership

- urban 

- suburban
	Total HUR area : 228.6 million (2002)

	Annual bus passenger km.
	1,029 million (2000)

	Average bus trip length
	

	Average load factor
	

	Average boardings per trip
	

	Bus fleet size

- city bus

- articulated

- minibus
	1,100

	Total fleet capacity
	

	%  air-con
	

	% of area of city within 500m of bus stop
	

	% popn within 500m of bus stop
	

	Km of road with bus service
	

	% of total suitable roads with bus service
	

	Annual revenue
	€162 million (2000) 

· €156 million sales revenue; 

· €2 revenue from services for disabled

· €4 other revenues

	Average revenue per trip
	€0.63 per boarding  (2000)

	Average single fare per trip
	Fare depends on distance travelled according to the zone system. The total HUR area consists of 95 zones. 

A 2-zone single ticket costs €2.29 plus €1.14 for each extra zone. 

A 10-trip ticket has price range from €14.80 to 47.11 for 2 zones to all zones respectively

A monthly pass has price range from €40.38 to 136.60 for 2 zones to all zones respectively

	Bus Cost recovery ratio
	61% (2000)

	Bus Annual operating subsidy

- total

- service support

- fare support

- concessionary
	€102 million (2000)

	Bus Annual capital expenditure

- infrastructure

- buses

- other
	Investments in bus-stops and terminals are made by HUR

Investment in buses is made by the operators on their own account

	Public transport subsidy as % of city budget
	

	Bus subsidy as % of total PT subsidy
	

	Subsidy per bus passenger boarding
	


Table 5 : Public Sector Performance Measures

	City
	Copenhagen

	Number of different operators providing services
	10 in total. 

Arriva Denmark A/s

47.9% market share

Connex Transport Danmark A/s
29.3%

City-Trafik A/S


12.8%

Fjordbus A/S


 4.3%

De Hvide Busser


 2.6%

Partner Bus A/S


 1.7%

Østtrafik A/S


 0.4%

Remaining operators have very small market share in the periphery.

The opening of the market gave new-coming operators the opportunity to enter the market. In Copenhagen, 15 small private operators existed when tendering was initiated in 1990. Twelve years later there were only seven left of which the three largest operating companies, all internationally owned, operated more than 90% of the total bus volume. The remaining companies were either bought by the large international operators, or ceased operation. A merger was made when a number of small local companies faced the fact that they would not be able to survive alone, and therefore decided to merge their companies into one new company called City-Trafik a/s. This company still exists, but with a new major shareholder, French VIA-GTI (49%). Some small operators still exist, but they tend to operate in the outskirts of the region where they have specific knowledge of the market. At the latest tendering round, the small operators increased their market share slightly on the periphery of the Greater Copenhagen area. This is, however, not to be conceived as a tendency towards more pluralistic conditions, but rather as a consolidation of the position of the small operators outside the city centre.

10-15 years after tendering was introduced, the structure of the industry is quite different from what it used to be : fewer, larger, and more internationalised companies dominate the market.



	Number of routes bid in open tender
	270 

	Tendered routes as % of total routes 

- by routes

- by annual kms.
	100%

100%

	No. tender rounds per year
	Normally one

	Average tender unit size : 

- buses

- routes

- annual kms.
	In 13th round in March 2003 there were 7 lots for a total of 102 buses requiring 424,800 bus-hours per year.

· range 9 to 32 buses, 6 lots for12-metre buses, 1 lot for 13.7 metre buses

· either 1 or 2 routes

· range 27,500 to 124,500 bus hours per year

	Average bids per tender unit
	

	Impact on unit costs
	Competition has led to declining prices for bus operations. From the first tendering round in 1990 to the seventh round in 1997, the costs per bus hour had fallen by 24%. At the same time, patronage has increased. In the period 1993-97, the number of annual passenger boardings increased more than 8%. However, patronage decreased slightly in 1999. HUR has also been able to set ever higher standards for bus service, such as better customer information, easier access for handicapped and senior citizens, and greater passenger comfort. HUR believes that the lowest bus costs per hour have been reached. At the latest rounds, the hourly costs have risen, reflecting the higher standards.

	Frequency of surveys to check for reliable service
	

	% of checks below acceptable standard
	

	Frequency of Boarding / alighting survey
	

	% passengers checked for fare payment
	

	% checked passengers found with fare irregularities
	0.3%

Fine of €67 (500 DKK)

	Number of formal meetings with public
	

	Market research 

- surveys of passenger demand

- surveys of passenger satisfaction

- surveys of passenger preferences

- surveys of fare affordability
	To be able to allocate the common revenue between DSB, Ørestad Development Corporation and HUR, all customers are regularly counted. Afterwards the so-called ticketing meterings are made twice a year. The ticketing meterings determine which types of tickets that have been used. On the basis of all these meterings, the average trip price for each travel mode - including multi-mode travelling - is calculated. The revenue is then re-allocated to the three authorities on the basis of the average trip price and the number of trips made. 

The method of revenue distribution is fairly easy to describe in principle, but complex to handle in practice. The more customers each authority transports, the more money it receives. The longer the customers travel, the more money the authority receives in the end. Average patronage allocation is 44% for DSB, 3% for the local railways, and 53 % for HUR.

A unique feature of the Copenhagen-model is that it was the first in the world to use customer surveys as the basis for an incentive programme for bus operators. Each year, HUR asks 30,000 randomly selected customers to rate bus service on the basis of several criteria. The operator’s quality level is assessed on 10 different points, 9 of which are based solely on the customers’ perception of quality. The quality surveys form the basis of a ranking of operators every three months, according to which a quality bonus will be paid. The customers assess the quality of services, indicating how satisfied they are with the quality of each point mentioned below ‑ on the journey they are presently on. It is possible to reset an individual measuring point if external factors out of the operator’s ability to change, alter the situation (street workings, etc.).

The following model is used when estimating the level of the performed quality (vertical), as well as the importance to the customers (horizontal). Importance is determined at a customer survey carried out every second year. Both aspects are based on the customers’ perception of quality. The customer perception items measured are : 

· Exterior maintenance and cleanliness

· Interior cleanliness

· Interior maintenance

· Temperature

· Ventilation

· Noise limitation

· On-time departure from terminus

· Driver’s driving

· Driver’s service and behaviour

Each bus is checked 4-5 times yearly on average, while drivers are checked once or twice. HUR then calculates an index that serves two main purposes: A quality rating of the bus system in general, and an evaluation of the individual bus operators. Surveys in 2001 showed that 94% of the customers were satisfied with the bus service, and only 1,4% were directly dissatisfied.



	Weighted peak hour, peak direction occupancy rate at peak load point
	

	% routes by peak occupancy rate 

>100%

85-100%

< 85%
	

	Weighted average scheduled peak hour bus speed

- latest year

- change on previous year
	

	Monthly tickets sold, by type
	The allocation of sales in 2001 was : 

20%    Cash tickets, 24-hours cards, Copenhagen cards

35%    10-clip cards

37%    Monthly passes

 8%     State compensation

	Estimated monthly trips by monthly ticket type
	

	Number of bus shelters

% stops with bus shelters
	c.10,000 bus stops

	Number of bus interchange points
	

	Number of bus terminal points
	


Table 6 : Operator Performance Measures

	City
	Copenhagen

	% Achievement of minimum scheduled km. 
	

	Number of routes operating at or above Reliable Service minimum
	

	Breakdowns in service per million bus km.
	

	Average age of buses in fleet
	

	% availability of total fleet at peak
	

	% of buses parked off-street overnight
	

	Serious accidents per million bus km

- fatal

- serious injury
	

	% services one-person operation
	

	Staff per PVR

- drivers

- engineering

- administrative
	

	Average operating cost per km., by bus category, by operating group
	


Table 7 : Key documents

	City
	Copenhagen

	Applicable transport law
	

	Public transport regulations
	

	Invitation to tender documents
	Available in e-version

	Contract documents
	Sample contract available in e-version as part of ITT


Key source document : “From Copenhagen Transport (HT) to Greater Copenhagen Authority (HUR), Transport Division”, published by HUR

