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Abstract

This paper reports on a study of bus service conpetition and
regulation within the European Lhion which was undertaken in 1997.

It shows that, despite the widespread acceptance of the principles of
open conpetition, harnonisation of regulation and subsidiarity of
admnistrative decisions, there are still considerable differences in
practice across Europe. No other country appears to be inclined
towards the wholsale deregulation of bus services which was adopted
in the IKbut the favoured nodel of conpetitive tendering has not
been universally adopted throughout Furope. Even when conpetitive
tendering has been introduced, it is nmore often based on costs only
and on a route by route basis. Area franchises, which give nore
scope for commercial innovation, have only been introduced in a snall
nunber of places on an experinental basis. Strict regulation has, so
far, been seen as nore inportant than open conpetition.

Introduction

This paper is based on a study undertaken for the Furopean Commission
which looked into the regulatory systens applicable to bus services
in each country of the Furopean lhion. Wthin the European Uhion,
there are certain discernable trends which are considered to be
inportant but which are not necessarily conpatible with each other.
Such trends appear to be arising naturally rather than as a result of
a dictat fromBrussels and results fromthe common concerns which
face all the Furopean countries to a greater or lesser extent. These
trends can be summarised as follows:

o It is widely accepted that a greater degree of conpetition is
inportant in order to gain the benefits of the Single European
Mrket.' This requires that markets within each country should not
only be open to conpetitors within that country but should also be
open to conpetitors fromall European countries. This inplies a
major change for the organisation of bus services which have been
strictly regulated in all countries. The neans of regulation will
have to be nore flexible to promote the desired increased
conpetition.

* The regulation of bus services is an inportant duty of public
authorities to ensure that - adequate services exist in all areas,
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- there is a proper integration of passenger transport systens

- the fares charged are reasonable and provide no deterrent to
the

promotion of public transport as an alternative to the private

car.
If anything, the inportance of public transport in transport
policy has neant the
need for regulation is seen to be even greater.

* Following the principle of subsidiarity, the responsibility for
regulating bus services should be devolved to nore localised
admnistration but perhaps with sone degree of oversight by the
national authorities. A the sane tine, however, it is also
considered that regulation should be harnonised in order to
promote a “level playing field” which facilitates the Single
European Mrket.” These particular objectives may be extrenely
difficult to reconcile.

The work was carried out during the first half of 1997 and was
conducted by neans of interviews with governnent officials and bus
industry associations within each country of the European Uhion.

Competition

Table 1 sets out the formand extent of conpetition which was found
in each country.

Country Form of competition

Austria None

Bel gi um None except for tendered contracts for private sector
operators in one Region.

Dennar k Extensive gross cost tendered contracts

Finland Goss cost tendered contracts in najor urban areas
Sem permanent licenses elsewhere.

France Public nonopoly in Paris

Conpetitive tendering elsewhere nostly on a gross
cost basis.

Gernany None but conpetitve tendering is being introduced.

Geece None

Ireland None except for sone illegal operations, mainly on
long-distance services.

Italy None except for experinents with conpetitive

tendering in sone areas. Sone illegal conpetition.
Luxenbour g None

Net herl ands None but conpetitive tendering is being planned.
Portugal Limted illegal conpetition.
Spain Public sector municipal nonopolies
Private sector conpetitive tendering.
Sweden Extensive gross cost tendering




lhited Kingdom | Tendered contracts within London
(n the road conpetition elsewhere in Great Britain
| No conpetition in Northern Ireland.

Table 1 - Form and Extent of Competition in each Country

In only four countries, can there said to be extensive conpetition.
Four countries have no conpetition, although in two of these
countries plans are afoot to introduce sone conpetive tendering.
Elsevhere conpetition exists but only to a limted extent. In three
of these countries the only conpetition which exists is by neans of
illegal operation. In sone other countries conpetition exists
anpngst private sector operators but public sector conpanies enjoy a
nonopoly. W will nowreviewthe type of conpetition which exists. -

On the Road

The only instance of legal on-the-road conpetition which occurs in
Furope is in the lhited Kingdom This was brought about by the
deregulation of services which took place in 1986. The principal
reason for deregulating services was the concern about the rising
cost of revenue subsidies to bus operators. Illegal conpetition has
broken out in sone parts of other countries, particularly Ireland,
Portugal and Italy.

Competitive Tendering

Qher countries are introducing conpetition by neans of conpetitive

tendering. The principal nmotivations for the introduction of

tendering are:

* The rising cost of public transport subsidies.

* The European Conpetition Directive

e The desire to bring about nore innovation in the provision of
services.

CGarrently only the UK Dennmark, Sweden and France (outside Paris) has
a systemof conpetitive tendering throughout the country. The K
differs fromthe others in so far as conpetitive tenders are only
sought for those services/journeys which are not provided on a
commercial basis. Tendered contracts in the other countries are for
conplete services or groups of services and in France and Spain for
conplete urban areas.

Mst contracts are on a gross cost basis, whereby the operator is
guaranteed the agreed operating costs of the contract and the
authority retains the revenue. Increasingly, however, contracts are
being let on a net cost basis whereby the operator only receives the
di fference between operating costs and expected revenue. This passes
the commercial risk to the operator and hence there is a greater
incentive to maximse the revenue collected. This formof contract
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now applies to 20%of contracts in France and has been tried
experinentally in Helsingborg in Sweden. In London, where contracts
are avarded for conplete services, nearly all contracts are on this
basis.

Sone other countries have introduced tendering on part of their
network. Strictly speaking, France cones into this category because
RATP, the public sector operator in Paris, has a nonopoly on all
services in the capital in perpetuity. The other nmain country in
this category is Spain where conpetitive tendering is currently in
operation in all areas except where a municipally owned conpany has a
nonopoly of all services in that city. Contracts are let for
conplete networks of services in urban areas and on a route-by-route
basis outside urban areas. The Spanish systemhas the effect that
private sector operators are subject to conpetitive tendering whilst
public sector operators are not. The Flemsh region of Belgiumare
also planning to introduce conpetitive tendering but again only for
the private sector in their area

Sone other countries are in the process of introducing conpetitive
tendering. In Finland tendering is being introduced in the city of
Felsinki. Services in the surrounding area and fromthere into
Felsinki have been subject to conpetitive tendering for sone years
but this is now being extended into the city itself. This will
effect the present municipally owned operators in Helsinki. Gernany
and Netherlands are likely to experience a major upheaval in bus
service provision in the next few years. In Gernany the Lander
(regional authorities) have been given discretionary powers to
introduce conpetitive tendering on all services requiring subsidy
i.e. the great majority of existing services. Mst of the Lander are
keenly interested in doing so. In nost areas existing operators have
been given a period of grace of up to five years to achieve the
necessary cost savings to nmake thenselves nore conpetitive. In
addition minicipal authorities are being given more responsibility in
deciding what services are appropriate for their areas. In the
Netherlands authorising powers are being devol ved fromnational to
regional level and the regional authorities are being given
discretionary povers to introduce conpetitive tendering

Little or No Competition

Remaining countries have no plans to introduce conpetitive tendering
at the present tine. Iuxenbourg have had a systemof tendering since
1968 but this is not based on financial considerations. Every ten
years private sector operators have to re-tender for the services
they operate and thereafter are paid a conmon rate for each kilonetre
operated. The governnent retains the revenue collected. This system
neans that it is rare for a route to pass fromone operator to
another. The last tine this happened was in 1978. Geece has a
conpletely closed systembased on cooperatives known a KIEL. Each
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KIEL has a nonopoly of services in their area and nenbership of each
KIEL is closed. The only way for a new operator to start is to buy
nenbership of a KIEL froman existing operator. In Ireland there are
simlarly few opportunities for new operators to sone in. A service
licence can only be granted if it can be shown that existing services
do not neet the needs of the proposed services. Mny new service
operators in Ireland have established thensel ves sinply by operating
illegally.

Neither the Netherlands nor Austria have any real conpetition, with
incunbent operators effectively enjoying long termprotection through
the licensing system Similar situations exist in Italy and Portugal
except that in places the inadequate services which have resulted
have led to illegal conpetition.

International Competition in Domestic Markets

In countries which have introduced a degree of conpetition, the
incidence of conpetition fromoperators fromother nenber states is
still conparatively rare. Apart fromthe success of Swedish conpanies
in Finland, a French conpany in Spain and an Anerican conpany in the
Netherlands, the great najority of tendered contracts are won by

indi geonous conpanies. In France, despite the virtual universal use
of conpetitive tendering, we have not heard of any successes by other
than French conpanies. The principal nethod that a foreign conpany
can expand in another country is by buying up an existing business.

Competition with the Railways

Despite noves to introduce an elenent of conpetition in bus services,
sone countries take the view that conpetition should not be allowed
if it inpacts on railways services. This is the case in France,
Gernany, Netherlands and Belgium (ther countries particularly in
sout hern Furope and in Scandinavia, have allowed the devel opnent of
parallel bus and long-distance coach services even when conpetition
bet ween bus operators is still not allowed. In Ireland the AE
exercised restraint by not introducing long-distance coach services
against its railway armuntil pronpted to do so by the introduction
of illegal conpetition.

Service Planning and Authorisation

Table 2 indicates for each country who is responsible for
authorising services.

Country Local Services Cross Boundary Long Distance
Services Services
Austria Mini ci pal National National




Bel gi um Regi onal Regi onal National
Dennar k Regi onal Regi onal National
Finl and Regi onal Regi onal National
France Mini ci pal Regi onal National
Ger nany Regi onal National National
Greece Regi onal National National
Ireland Nat i onal Nat i onal Nat i onal
Italy Mini cipal / Regi onal | Mini cipal/Regiona | National
1

Luxenbourg | National National National
Netherland | Minicipal/National | National National
s

Portugal National National National
Spain Regi onal National National
Sweden Mini ci pal/Regional | National National
K None None None

Table 2 - Responsibility for Authorising Services

The general pattern is to allow mnicipal or regional authorities to
authorise services which are wholly within their areas but for those
services which cross boundaries the authorising body is usually the
national authority. Sonetines, when the service crosses only one
boundary or is still essentially local in nature authorisation is
carried out by the region within which the majority of the route
length occurs (Belgium Italy) or after discussion between regional
authorities (Denmark, Finland). France has a three tier system
whereby local services are authorised by Minicipal authorities or
groups of municipal authorities, cross-boundary servcies are
authorised by the departenent and longer distance services by the
national governnent. Italy has a four tier systeminvol ving

muni cipal, provincial, regional and national authorities.

In nearly all countries authorisation of longer distance services is
the responsibility of the national authority. There is a contrast
between countries which allowthe authorisation of services to
conpete with railway services (Spain, Geece, Ireland and Sweden) and
those which do not (Belgium Gernany, Dennark, France and the
Netherlands). Those countries which have allowed conpeting servcies
to develop have witnessed a trenendous growh in such services in
recent years.

Mny countries have a different policy for authorising services
depending on whether or not the operator is public sector. Mny
public sector operators do not require to follow any authorisation
procedure and can sinply authorise their own services. This is the
case in Ireland and in a nunber of capital cities nanely Helsinki,
Paris, Athens, Luxenbourg and Stockholm In Lisbon the nationalised
operator is only required to notify the authorising body and London



is the only part of mainland Britain where there is still a
requirenent to hold a road service licence. In practice service
authorisation in London is carried out by London Regional Transport a
nationalised body.

In nost countries authorisation goes beyond nerely adjudicating
operators proposals. The authorising body takes the lead role in
planning the network of services. This results in the establishnent
of which routes will go where and what level of service will apply at
least in terns of the nunber of journeys per hour. Table 3 summarise

the situation for

each country.

Country Network Timetable Schedules
Austria Ver kehr sver band Ver kehr sver band (perat or
Bel gi um Regi onal (perat or (perat or
Dennar k Regi onal Regi onal (perator
Finl and Regional / (perator | Regional/(perator | (perat or
France Mini ci pal (perator (perator
Gernany Regi onal (perat or (perator
Greece National/Regional | National/(perator | National/(Cpera
tor
Ireland (perator (perator (perator
Italy Mini cipal/Regiona | (perator (perat or
1
Luxenbour g National National National
Net herl ands National/Mmicipa | Qperator (perat or
1
Portugal (perat or (perat or (perat or
Spain Regi onal (perat or (perat or
Sweden Regional /Mmicipa | Regional/Minicipa | Qperator
1 1
Lhited Kingdom | (perator (per at or (perat or

Table 3 - Responsibility for Service Planning

It is not always a straightforward issue in dividing responsibilities
because even where the responsibility for service planning nay lie
with the authorising body, in many instances operators will play a
greater or lesser role in putting forward proposals or suggestions.

The question arises as to whether public authorities are in the best

position to introduce innovation in the provision of services.

Even

vwhen public planners may wish to introduce innovative ideas,
politically considerations nay often prevent their inplenentation. A
partnership between operator and public authority nay be the best way

of encouraging innovation in service provision.

This can happen

either by regular discussion between operators and authorities such
as in Greece or by granting concessions for larger areas rather than
route by route such as in France.

Furthernore if operators are




required to bear the commercial risk then this would also provide a
spur to innovation.

The exceptions to the above are again the (K and Ireland. In the UK
because of deregulation, service planning in all respects is a
function of operators. Local authorities service planning is
concerned only with additional services which require subsidies. In
Ireland service planning also lies with the operator and the national
authority plays a very passive role in authorising services according
to established rules.

Beyond the specification of bus routes and levels of service,
different countries diverge as to the degree to which the authorising
body undertakes the nore detailed planning of tinetable and operating
schedules. The nost centralised country is Luxenbourg. The
Luxenbourg Mnistry of Transport carries out the full service
planning function for all services except those operated by muni cipal
conpanies. The Scandinavian countries undertake the planning of
actual tinetables but will accept mnor anendnents fromoperators in
order to provide for efficient operations. Elsewhere operators will
carry out the tinetabling and scheduling function in accordance with
the requirenents of the authorising body. In nost cases the
tinetable itself will require to be authorised.

The situation in Greece is different in respect of the nationalised
conpanies in Athens. These conpanies cone under a hol ding conpany
known as OASA  This body carries out the conplete service planning
function on behalf of its operating subsidiaries. These services do
not require to be authorised at a higher level.

Fares

Besides taking a lead role in designing and authorising services,
public authortities in nost Furopean countries have the
responsibility for establishing the fare systemand setting the level
of fares. In nost countries where this is the case the authorities
have established a systemwhich allows for milti-nodal travel usually
on a tine basis (usually one hour) with the use of each single
ticket. In addition there is usually a series of multi-journey, day
and season tickets. Mst countries make tickets available at a wide
nunber of retail outlets. In Italy, for exanple, it is not possible
to purchase tickets on the vehicle.

In the K and Ireland where the operator is responsible for the fare
systemy the integration of tickets are not usually possible. A
nunber of conurbation authorities have succeeded in establishing a
series of day and season tickets by agreenent with operators, but
generally a milti-nodal single ticket is not available.



Although fare levels are the responsibility of the operator in
Ireland, the discussions over annual subsidy include an understanding
about the extent to which fares should be increased or not. Similarly
in London where London Regional Transport is a nationalised body
responsible for the procurenent of bus services throughout the city,
the level of fares is established by themand is applicable on all
services.

Countries where fare levels are set by the public authorities
generally report a reluctance to raise fares around election tines
and tend to have higher subsidy level

Provision of Socially Necessary Services and Transport Integration

In nost countries these functions are integrated with their service
procurenent responsibilities. The nain neans of integration is
through the common fares system

Those countries which treat urban services separately from
regional/inter-urban services often find that it is difficult to
achieve coordination of services within the urban area. Services
coning in to the town or city fromoutside are often prevented from
picking up local passengers or are required to charge higher fares
In sone instances they even have separate stops. Spain, Portugal,
Italy and Geece conformto this pattern. In France they have
attenpted to overcone this problemby allowing the inter-urban
operator to becone a sub-contractor to the urban operator to allow
themto carry urban passengers. By contrast the northern European
countries notably Netherlands, Germany, and the Scandinavian
countries treat the bus network as an integrated systemregardless of
whether the particular service operates wholly within a tow or city
or originates from outside.

The verkehrsverband systemwvhich is applicable in Gernmany, Austria and
in the larger cities of Italy represesents the nost conprehensive
attenpt to coordinate public transport. Al operators are required
to becone nenbers and revenue is pooled between them The
verkehrsverband undertakes the planning and nmarketing of services and
includes as part of the network all public transport nodes including
tram netro, and suburban rail. In other countries, for exanple,
France, Ireland, Portugal and Spain there is little coordination of
services between transport nodes.

Again Ireland and the WK are different. In Ireland there is no
established coordination function. The nationalised operator has an
inplied duty to provide whatever social services are deened
appropriate. This can often nean that it is difficult to nake najor
changes to existing services. In the (Ksocial service procurenent
is one of the nain public transport responsibilities of local
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authorities. Their concern is however only for those services which
are not already provided on a comercial basis. The sane authorities
are also responsible for transport coordination. This however can be
problenatic because they cannot force operators to act against what
they consider is their commercial interest and since nost operators
are in conpetition with each other, mmtual cooperation nay be
difficult to obtain.

Financial Support

Table 4 shows the overall level of financial support in each country.

Level of Financial Support (% total costs)
Country
Aistria (Gties) 50
(el sewhere) 80
Bel gi um 60-70
Dennar k 32
Finland (urban) 30-50
(el sevhere) 20-30
France (urban) 50-62
(elsevhere) 50
Cernany 35
Greece (Athens) 62
(el sewhere) 0
Ireland 13
Italy 55-60
Luxenbour g 82
Net herlands 65
Portugal (public sector)
30-35
(private sector) 0
Spain (urban) 30-35
(el sewhere) 0
Sweden 35-55
lhited Kingdom (London) 15
(el sewhere) 20

Table 4 - Level of Financial Support

In the majority of countries financial support is negotiated as a
global anount at the beginning of each financial year. This then
acts as a fixed contract between subsidy provider and operator.

There is usually scope for top-up paynents but this is supposed to be
for unforeseen events. Sone countries enforce this nore rigidly than
others. In countries where there are tendered contracts,
negotiations are still required to allow for any inflation in costs.

10



Subsidies agreed in this fashion do not usually specify the exact
purpose. Hence the global anount provides for naintenance of agreed
services, at the agreed fare scales, at the agreed level of service,
and providing special fares to particular groups of passengers such
as the elderly and handicapped. Subsidies are not usually broken down
for each of these clenents.

The nodel outlined above does not apply in Germany, K and Ireland.
In these countries specific subsidies are provided for the transport
of the elderly and handicapped at special fares. In the WK the
exact schene varies between local authorities areas and is agreed by
operators with each local authority. In Ireland a national schene
applies. Apart fromsubsidies for special fares, Ireland subsidises
its nationalised operators by a global ampunt in a similar fashion to
other european countries whereas in Germany public sector operators
are subsidised by their municipal owners. In the Ksubsidies are
linked to tendered contracts which neet the gaps not fulfilled by
comercial services. This often neans that the subsidised operator
providing journeys on a particular route in the evenings and on
Sundays is different fromthe operator providing the main commercial
service at other tines.

In sone countries subsidies are only directed at public sector
operators. This applies in Gernmany, Ireland, Portugal and Geece.
In Germany the majority of private sector operators operate under
sub-contract to one of the municipal operators and are hence
subsidised indirectly. If, however, a private operator provides a
service in its own right, the current systemdoes not allow for that
operator to be subsidised. This situation will change in the near
future. In Geece the only subsidised operations are in Athens and
in Thessaloniki. Athens is nationalised but Thessaloniki is a
private operation jointly owned by the original vehicle owners and
their descendants. No other subsidies are provided and hence
Thessaloniki is the only subsidised private sector in Greece although
this operation will shortly be nationalised. Ireland sinply has no
nechani sm for subsidising private conpani es.

Structure of the Bus Industry

The wide variations in practice between Furopean countries can now be
conpared with differences in the structure of the bus industry in
each country. Table 5 indicates the percentage of buses which are in
private ownership.

Country Percentage of buses in Private ownership
Austria 20
Bel gi um 28
Dennark 55
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Finl and 82
France 84
Ger nany 48
Greece 68
Ireland 15
Italy 33
Luxenbour g 74
Net herl ands 3

Portugal 70
Spain 60
Sweden 76
lhited Kingdom 95

Table 5 - Percentage of National Fleets in Private Ownership

These percentages show the full range fromalnost exclusively private
ownership in the (Kand France to alnost exclusively public ownership
in the Netherlands and Ireland. Can it be said that the countries
with the highest level of public ownership coincide with the highest
level of financial support? Not entirely. Austria, Belgium Italy
and Netherlands conformto this pattern but the country with the

hi ghest level of financial support, Luxenbourg has only 26%of its
fleet in public ownership. At the other end of the scale the country
with the lowest level of financial support, Ireland, has 85%of its
fleet in public ownershinp.

W shall now consider differences in the private and public sectors
in each country. Table 6 shows the degree of concentration in both
the private and public sectors.

Country Number of Companies with fleets of over 100 buses
Private sector Public sector
Companies | % of Nat. fleet | Companies % of Nat. Fleet
Austria 1 5 4 19
Bel gi um 2 5 3 72
Dennar k 6 52 4 45
Finl and 3 17 7 14
France 36 ? 10 14
Ger many 0 0 67 29
Greece 16 37 3 32
Ireland 0 0 2 84
Italy 27 7 69 56
Luxenbour g 1 13 1 18
Net herl ands 0 0 13 94
Portugal 15 34 6 20
Spain 7 30 5 29
Sweden 1 13 4 12
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| thited Kingdom | 14 | 52 | 13 | 5

Table 6 - Concentration of the Bus Industry
The Private Sector

There are perhaps two models for the shape of the private sector.
Dennark, Spain, France and the K indicate a high level of
concentration the largest six conpanies controlling a significant
proportion of the national fleet. The other nodel is of a highly
fragnented industry as in Germany, Ireland and Greece where the
majority of private sector operators are snall businesses with
perhaps only one or two buses.

It is noticeable that the countries where the private sector is nore
concentrated correspond to a large degree with the countries which
are nore open to conpetition. Recent experience fromthe UK France
and Scandinavian countries show that small operators find it
difficult to survive on their own in a nore conpetitive narket. In
the (K and Dennmark this has resulted in a greater concentration of
the industry where snall operators are either sold to larger
conpanies or withdraw fromthe market for regular services. In
Sweden they are trying to deal with the situation by formng
cooperatives. It will be interesting to see whether this is
successful but experience suggests that eventually snmall operators
will find the pressure to sell or withdrawtoo great.

Conpetition fromother EUstates has only very recently started to
appear in donestic bus markets. In nost instances it has resulted
fromthe purchase of conpanies by foreign buyers. The largest
conpany to appear so far is the Stagecoach Goup of the WK which has
bought Swebus and Linjebuss of Sweden and has a stake in a conpany
in Portugal. Both Swebus and Linjebuss have, in turn, bought smnall
operations in Finland, Dennmark and Belgium Recently Arriva have
bought previously nationalised conpanies in Netherlands. The
experience of foreign operators succeeding in the wnning of
conpetitive tenders is so far very limted. The French conpany GFA
have gained business in this way in Spain and the Anerican conpany
Vancom have succeeded in the Netherlands.

The Public Sector

Table 6 also indicates the structure of the public sector in each
country of the Furopean lhion. It shows the dom nance of the
industry by a fewlarge public sector conpanies in Belgium Ireland
and Netherlands and by a large nunber of public sector conpanies in
Italy. In nost countries the public sector is either owned by
mmicipalities or by the state. (nly in the Netherlands is there a
significant percentage of both, although even here the nationalised
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group is much bigger. Belgiumis unique in that the ownership of
public sector bus conpanies lies with the regional governnent.

Nationalised conpanies either operate services throughout the country
(Austria, Italy, Ireland and Netherlands) or provide services in the
principal cities (France, Geece and Portugal)

After the privatisation of the nationalised bus conpanies in the
lhited Kingdom few other countries followed suit until recently. The
bi ggest trend has been to renove the large fleets fornerly operated
by state railway conpanies. In nost cases these have been placed in
another public sector conpany. In the case of Sweden, however, this
led to its eventual privatisation through the purchase of Swebus by
Stagecoach. Netherlands are in the process of selling off their
nationalised conpanies and Germany are now considering the sale of
the regional verkehr conpanies forned out the forner operations of the
railways and the post office. Austria are considering the sale of
the postbus fleet.

Mmicipal authorities have generally speaking shown a great
reluctance to privatise bus conpanies under their control. Even in
the K the process of privatisation of municipal conpanies is far
fromconplete despite years of considerable pressure fromthe
previous governnent. FElsewhere the only instances which have been
found have been Vantaa in Finland (bought by Linjebuss of Sweden) and
Athens in Greece (privatised in 1992 but renationalised in 1993). In
Goningen in the Netherlands the municipal operation has been placed
under a nmanagenent contract with Vancom of Anerica who have also
purchased a 15%holding. They have an option to purchase 85%of the
conpany provided the financial perfornance inproves.

Conclusion

At the start of this paper we defined three trends which are apparent
within the European Uhion. These were:

e (pening up of nore areas to conpetition in order to realise the
benefits of the Single Furopean Mrket,

e The need to develop and promote public transport as an alternative
to the private car, and

e Furthering the principle of subsidiarity in order to localise
admnistrative decisions to the greatest possible extent.

W can now clearly see that the latter two trends have been pursued
nore vigorously that that of promoting conpetition. Public
authorities have shown no great desire to relinquish the controls
over local bus services except in the UK Even when conpetition is
being introduced through conpetitive tendering, this is nore often on
a gross cost, route by route basis. This neans that the authority
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retains responsibility over route structure and tinetables. Even
when conpetition is relatively open, only the lhited Kingdomrenoves
control over fares fromthe public domain. Sone countries are
experinenting with area wide franchises which allows for a degree of
comercial innovation but such noves are fairly tentative at present.
Q her countries appear to be content to open up conpetition for
private sector operators whilst still protecting the public sector.

(On the question of subsidiarity, there has been a distinction in
certain countries between urban and non-urban services. Wilst this
has promoted greater local invol venent, it has lead to problens over
coordination. This may be overcone by moving the responsibility to
regional level but there will always be a problemwith cross-boundary
services. In sone countries there are major changes underway to
devol ve responsibility for bus services fromnational level to
regional level. A the sane tine neasures are being taken to
introduce nore open conpetition through conpetitive tendering. This
is particularly the case in Germany and Netherlands where the
previous dominance of public sector operation looks set to change.

Wat has been the effect of the introduction of a greater degree of
conpetition? As is well known the financial performance of bus
undertakings in nainly a function of service levels, fare levels and
revenue support. Qur investigation did not attenpt to nake
conparisons in the first two of these variables. Hence, we cannot
comment on the financial effects of increased conpetition. Revenue
support was looked at and there m ght be considered to be a tentative
relationship between the level of revenue support and the degree of
openness of conpetition. The Scandinavian countries and the WK do
appear to have lower levels of revenue support than others. Again,
however, there are exceptions. France which has a higher level of
conpetition also has a relatively high level of financial support.
Ireland, on the other hand, has the lowest level of financial support
and no open conpetition. In this case we can point to the growth of
illegal conpetition which has actually provided opportunities for the
nationalised conpanies to introduce long distance services which they
previously left to the railway.

The other relationship to which we have referred, is that between the
degree of openness of conpetition and the concentration of the
industry. It is interesting to speculate as to the causes of this
phenonenom It was thought that there were no najor economies of
scale in bus operation and hence no cost advantage in being bigger.’
If this is the case, we can only conclude that the concentration of
the industry in those countries with nore open conpetition must be in
order to gain nmarket power. (n the road conpetition in the WK shows
that it is difficult for snmall operators to succeed against the
larger groups. FEqually, when conpetition is based on tenders, size
seens to be inportant. For exanple, in Sweden we saw that smaller
operators felt the need to formcooperatives in order to conpete nore
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effectively with larger conpanies. If this trend continues and if
other countries renove nore barriers to conpetition, we could be in
for a race for dominance across the whole EUsimlar to that which we
have seen in the K
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