PPIAF

Study of Systems 

of Private Participation

 in Public Transport

Gothenburg

June 2005 

Prepared by : Brendan Finn

Table 1 : Basic  Data

	City
	Gothenburg

	Area
	Gothenburg City

	Country
	Sweden

	Transport Authority
	Västra Göteland County

	Agency Name
	Västtrafik 

	URL
	www.vasttrafik.se

	Area of coverage
	Västra Göteland county, consisting of the areas Gothenburg, Skaraborg, Vanersborg and Boras

	Population

(urban)

(suburban)

(region)
	470,000 – Gothenburg city

750,000 – Gothenburg region

1,700,000 - Västra Göteland county

	Area 

(urban)

(suburban)
	

	Procurement basis
	Open competitive tender for gross-cost contracts

	Transport modes
	Urban and local buses, regional buses, tram, local and regional trains, ferries.

All modes except tram are now procured by competitive tendering.


Table 2 : Political Framework and History of Reform

	City
	Gothenburg

	General Political contest
	

	Nature of national political system
	Sweden consists of 21 counties with a County Administrative Board (Länsstyrelsen) in each county. In addition, each county has a municipal agency, the County Council (Landstinget), the members of which are elected by the inhabitants of the county. The main tasks of the county councils are health and medical services, but since 1978 they were made partly responsible for public transport in the county. This responsibility was strengthened further in 1989. Each county consists of a number of local authorities, which also have their self-government. There are 289 local authorities in Sweden. One thing that differentiates Sweden from many other countries is that both the county councils and the local authorities have their own power of taxation. However, the Government carries out a redistribution to ensure support of low-income counties and local authorities. 



	Hierarchy of Authorities
	The national government establishes national transport policy and the legal framework for the passenger transport. All decisions regarding the organisational and market form, as well as the means of procurement of the services are vested in the local transport authority. 

	Allocation of powers among jurisdictions
	In 1998, a new county called Västra Göteland in West Sweden was formed, consisting of three former counties. This is an extensive territory, which ensures that all urban, local and even some regional transport is fully within the jurisdiction of Västra Göteland. 

	Primary level of transport authority
	In 1999, a new public transport authority called Västtrafik was formed for Västra Göteland. 

	Structure of the Transport Authority
	Due to the great area it covers, four subsidiaries were formed, relating to the areas of consisting of the areas Gothenburg, Skaraborg, Vanersborg and Boras.  The most significant in terms of urban operations is Västtrafik Gothenburgsområdet (VTG, West Traffic, Greater Gothenburg Area). The City of Gothenburg is not responsible for public transport any more.  One business area within VTG is called Stadstrafik and is responsible for Public Transport in Gothenburg and two suburbs. (See schematic at the end of this section).

Västtrafik is responsible for bus, tram, ferry and train traffic (commuter train, regional train, and some seats on intercity train) in the county, and all four types of transport exist in the Greater Gothenburg Area.

	Participating entities
	The participating entities are the four areas of Gothenburg, Skaraborg, Vanersborg and Boras, and the constituent 49 local authorities within this area. 

	Funding sources
	Income from transport services, plus public funding from the local authorities derived from their local taxation. There is no Government funding for the passenger transport. 

	History of Reform
	

	Previous systems
	Prior to 1989, all public transport services in Sweden was operated on the basis of authorisations, granted without competition. Operators were of both public and private form.

	Phasing of replacement
	In 1989, there was deregulation of the local and regional bus services, and responsibility for the passenger transport was vested in the local authorities. In the City of Gothenburg there was a planning department, Gothenburg Spärvägar (GS), which was responsible for planning and operating public transport until 1989. In the Greater Gothenburg area (outside Gothenburg) there was a parallel organisation for public transport called Gothenburgsregion LocalTrafik AB (GL). In 1989, GS became a shareholding company in order to make it easier to prepare for competition. The Planning Department including information, marketing and finances for public transport formed a temporary secretariat. A new city department Trafikkontoret (TK, Traffic and Public Transport Authority) was formed in 1991. One department was called Stadstrafiken (Public Transport Authority) and the staff was transferred from the temporary secretariat to TK/Stadstrafiken. There was another department for the infrastructure including tracks for trams, roads, stops and terminals. The first tenders for bus services in the city started in 1992 with start of operation in 1993. This covered one third of the bus operation. The second and third followed in 1996, while the remainder occurred in 1998. Tenders also started for GL in the late 1990’s. The ferry system was subject to calls for tender in 2002-3. The tram services are not expected to be subject to tenders before 2010.

	Key motivations
	Compliance with the new national laws

Reduction of public funding support requirements

Increase the quality and frequency of public transport services

Increase environmental standards

Enable small bus companies to access the market

Allow public as well as private companies to participate in tenders

	Main changes in original reform
	Deregulation of the transport market

Transfer of responsibility to the local authorities

Restructuring of the form, organisation, tasks of the transport authority

Introduction of competitive tendering

	Subsequent changes
	No substantial subsequent changes. 

Modification of incentive system and selection criteria 

	Any major problems that stimulated changes
	Lack of motivation for operators to develop business levels

Need for improved environmental quality of vehicles












Table 3 : Legal and Institutional Framework

	City
	Gothenburg

	Legal Framework

Applicable legislation for : 

· Transportation

· Institutional framework

· Market Entry

· Competition

· Route licencing

· Operator licencing

· Vehicle./driver licencing

· Funding
	Parliament Resolution of 1985, leading to deregulation of local and regional bus services from 1st July 1989

Parliament Bill 1987/88:78, under which local authorities became responsible for all local and regional scheduled transport



	Legal Basis and right of initiative to :

Open a route

Assign operators

Change route

Change operator

Close route
	The legal right (indeed, responsibility) is with the municipal and local authorities. They have vested this right in Vasttrafik.

	Institutional Framework
	

	Listing of all relevant agencies
	Vasttrafik has a central agency, and has four subsidiaries, one for each of the four key areas of the county. The local authorities are separate entities with responsibility for the normal municipal functions, as well as the general traffic.

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

The buses are owned by the operators, and they are also in charge for safety. The newer trams in the city are owned by Trafikkontoret/Traffic and Public Transport Authority (they are leased). Ferries are owned by the operator.  Trains are owned partly by VT and partly by the national railway. VT is also a member of a train vehicle pool for authorities – for regional trains.

The authority owns the ticketing system and other devices belonging to ticketing, radio system and vehicle computers (for monitoring and passenger information). Maintenance is done through the operators. 

In Gothenburg, the infrastructure is owned by the city through Trafikkontoret. In municipalities outside the city, the infrastructure is owned by those municipalities and in some cases the Western district of Vägverket, the National Road Department.



	Relationships among agencies
	See above, plus the schematic at the end of previous section.

	Fund flows among actors
	All revenues and other incomes accrue to Vasttrafik. The local authorities contribute the public support funding from their taxation income. Vasttrafik compensates the contracted transport operators through the gross-cost contracts. 

	Schematic
	

	Who plans routes
	The Planning Units of the Subsidiaries of Vasttrafik (e.g. Västtrafik Göteborgsområdet for Gothenburg)

	Who operates the competitive process
	The Tendering Units of the Subsidiaries of Vasttrafik (e.g. Västtrafik Göteborgsområdet for Gothenburg)

	Who signs the contract
	

	Who monitors performance
	The Tendering Units of the Subsidiaries of Vasttrafik (e.g. Västtrafik Göteborgsområdet for Gothenburg)

	Who administers the contract
	The Tendering Units of the Subsidiaries of Vasttrafik (e.g. Västtrafik Göteborgsområdet for Gothenburg)

	Who is responsible for bus operations management
	The contracted transport operators

	Who is responsible for bus operating environment ?
	The local authorities

	Procurement of transport services
	

	Basis of procurement
	Gross-cost contract with revenue incentive for defined services

	Nature of competitive mechanism
	Open competitive tendering.

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

	Unit of procurement
	Packages of routes. In order to let smaller bus operators participate, the tender is usually split up into smaller packages. 

Approximately 45 operators in West Sweden have joined in a limited company called Buss i Vast (Bus in the West). If they win, the contract is given to Buss i Vast and not to the operators that will do the actual operation.

	Is there a pre-qualification stage ?
	No, but non-conformant bids (including non-conformance of the bidder) can be excluded. High attention is paid to the capability of the operator. 

Note that Vasttrafik are not permitted to revert to the bidders even for clarification where it appears that a mistake has been made. This did occur in one contract where the winner had miscalculated the weekend working costs, and hence had a less-than-viable price. The price raised concerns at the selection phase, but it was not permitted to discuss with the bidder. The bidder won the contract and had to operate it at the bid price. After some time the bidder went bankrupt.

	If so, how does this work ?
	Exclusion at first stage of the selection process. 

	What are the pre-selection critieria
	Not applicable.

	What are the selection criteria ?
	Price and quality, subject to being a conformant bid.

	What is the relative weighting 
	In the 2001-2 tenders, Vasttrafik evaluated the material from the operators with a distribution of the weight : 45% for price and 55% for quality. For that purpose they have an evaluation table, and the operators have to answer a number of questions.

	Describe the selection process
	A highly specified ITT is issued, with 3-4 months bid period. Bidders should tender using standard templates. Compliant bids are evaluated using the above criteria. A preferred operator is selected. Inspections are then carried out at the premises of the operator (and elsewhere if required) to verify the capabilities. Subject to the verification, the contract is proposed.

Vasttrafik had few complaints about the way they performed their evaluations and they had no legal procedure against them. Once, there was a very good quality operator (best quality in the region) who had made mistakes when they calculated the price and they went bankrupt. Vasttrafik had to take a fast decision to split up the operation among the next two operators. They took over the staff and vehicles, and the passengers didn’t notice much the change of operator. If Vasttrafik had to decide to go out for tendering once more, they would have been delayed by about a year and they would have had very large problems. Other operators were in agreement about they decision and they could prepare for a new tender without any great pressure.

	Contract for services
	

	Duration of contract
	Normally 5 years.

	Payment basis
	The operators are paid monthly by vehicle-kilometres operated / timetable km. Usually there is a marginal price for changes of operation up to ± 20%. Therefore, Vasttrafik don’t have to negotiate changes in the price due to smaller changes.  A price index is used and it includes the consumer price index, fuel, and labour costs.

	Is there a bonus/ penalty regime
	After some years of tendering, Vasttrafik found that the operators needed incentives because they were paid without having to care for getting more passengers etc. One type of incentive that has been used therefore is a revenue incentive.  They measure the number of boarding passengers through the ticketing system.  The operator receives 25% of the revenue from fares. The baseline payment for the operator is the contract price less te 25%. The operator has to build the amount back from the fare income, but can bring it back to more than 100% of the contract price. 

They also have environmental incentives. The operators can get an incentive if their NOx and particulate values are better than in the contracted requirements (usually 2-3 years ahead of Euro standards). Vasttrafik did try once a quality incentive, but it was hard to measure, so they have discontinued that incentive.

There are also incentives linked to measures of customer satisfaction, which is measured twice a year.

If a trip is not carried out and the operator is to blame, there is a penalty of SEK 3000. A somewhat smaller penalty is applied if the trip is carried out to 90%. They also have penalties of SEK 3000 for vehicles that do not meet the requirements. As they have the daily newspaper Metro on board, a penalty is imposed if the driver has not put any papers on board in the special rack in the morning (the operator as well as the driver gets paid for having Metro on board). It seems as if penalties play an important part form the operators’ point of view – they seem to look at this year’s cost of penalties and try to get better. Penalties are actually implemented, and can be substantial. For example, in 2000 (?), one operator was penalised SEK 100,000 for lost service.

Vasttrafik consider that the operator are very concerned about their profitability. For the incentives (positive and negative) to the effective, the incentives must focus only on matters which can be influenced and improved by the operators.

Operators self-report, and there is a scale of penalties. A number or reports have to be handed in every month by the operator in order to be able to monitor the operation. These are doubled if a deviation is found which the operator has not self-reported.

	What are the key performance criteria ?
	See above.

	Describe any performance-based mechanism that leads to warnings and termination
	If the quality requirements are not met, the operator is given a chance to get better and has to show a plan of how to meet the requirements. If the operator fails to a number of times, Vasttrafik may cancel the contract and go out for a new tender.



	Is there an option for contract extension
	Yes. The authority can offer the operators an extension to continue to a maximum of 10 years. The tender also requires the operator to give a price for prolonging the tender by 1 and by 2 years. 

	Is there an option for automatic contract renewal? 
	No.

	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
	Gothenburg

	Total annual passenger trips, all modes
	

	Bus mode share
	38% for Gothenburg region (2002)

	Annual bus km. Operated
	

	Annual bus capacity-km
	

	Annual bus ridership

- urban 

- suburban
	c. 98 million – all modes (2003)

	Annual bus passenger km.
	

	Average bus trip length
	

	Average load factor
	

	Average boardings per trip
	

	Bus fleet size

- city bus

- articulated

- minibus
	249 (1998)

	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
	

	Average revenue per trip
	

	Average single fare per trip
	

	Bus Cost recovery ratio
	60% (2003)

	Bus Annual operating subsidy

- total

- service support

- fare support

- concessionary
	

	Bus Annual capital expenditure

- infrastructure

- buses

- other
	

	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
	Gothenburg

	Number of different operators providing services
	About 40 different bus operators had contracts with Vasttrafik in 2003. 

Around half of the total contracted bus services take place in the Gothenburg region. The main operators in Gothenburg metropolitan area are : 

GS (city-owned company)

Concordia (who have the former Swebus operations)

Connex (who have the former Linjebuss operations) are the 

	Number of routes bid in open tender
	

	Tendered routes as % of total routes 

- by routes

- by annual kms.
	

	No. tender rounds per year
	Usually one.

	Average tender unit size : 

- buses

- routes

- annual kms.
	Tenders are offered as route packages. In the 1999 call for tenders, there were 6 packages with the following sizes :

4, 20, 8, 4, 1, 2 routes

1.85 million, 2 million, 0.6 million, 1.1 million, 0.1 million, 0.2 million 

In the first call for tender under the current system, there were 5 packages with range 5 to 20 buses, and 0.5 to 1.3 million veh-km per year.

	Average bids per tender unit
	

	Impact on unit costs
	The city-owned operator GS got a possibility to prepare 3-4 years for competition, so that they could adjust to the new rules, get lean management etc. At the first tender with the start of operation in 1993, the price in the city was reduced by 45% compared to the price in 1989. In the next tender, the price was reduced by another 5%. These reductions are extreme. Reductions of 10-20% are otherwise usual in Sweden. Due to much higher fuel costs in the late-1990’s and also rising labour costs, Vasttrafik have negotiated some contracts about the price index. In the beginning it was just the consumer price index that didn’t take into consideration (as separate factors) costs for labour and fuel. In the contracts of 2001-3, prices have gone up considerably and in some parts of Sweden there have been 30% higher cost recently. In Gothenburg, the price is still lower than before the start of tendering in 1992/3. 

	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
	

	Number of formal meetings with public
	

	Market research 

- surveys of passenger demand

- surveys of passenger satisfaction

- surveys of passenger preferences

- surveys of fare affordability
	

	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
	

	Estimated monthly trips by monthly ticket type
	

	Number of bus shelters

% stops with bus shelters
	

	Number of bus interchange points
	

	Number of bus terminal points
	


Table 6 : Operator Performance Measures

	City
	Gothenburg

	% 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
	Contract specifies that buses shall not be more than 10 years old, and that average age will not exceed 5 years. Also, contract sets quite strict environmental and emission standards. In order to comply, this places a downward pressure on vehicle age.

	% 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
	Gothenburg

	Applicable transport law
	

	Public transport regulations
	

	Invitation to tender documents
	Some available in hard copy

	Contract documents
	Sample available in hard copy
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