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ABSTRACT

An Analysis of the Impacts of British Transport Reforms
on Transit Integration in the Metropolitan Areas

by
Charles R. Rivasplata
Doctor of Philosophy in Transportation Technology and Policy
University of California, Davis
Professor Martin Wachs, Co-Chair

Professor Daniel Sperling, Chair

By the 1990s, many experts concluded that transit privatization in Britain had produced
positive impacts on service provision in London, but that deregulation outside of the capital
had resulted in a number of negative impacts to passengers, most notably, rising fares, lower
service frequencies in some areas, and declining levels of service integration. In an attempt
to improve mobility at the local level, the incoming Labour Government effectively devolved
transport planning powers to local authorities, requiring that they submit five-year Local
Transport Plans in order to receive funding. Empowering legislation specifically identified
service integration as a means through which to improve transit and provide a viable
alternative to the auto. More recently, however, experts have surmised that local strategies in
the Metropolitan Areas (Mets) have yielded limited gains in the area of service integration, in
contrast to the experience of London.

While some politicians believe that re-regulation of the transit industry in the Mets
would automatically resolve integration issues, interview results suggested that there are
additional factors that keep transit providers from effectively collaborating with one another.
For example, existing competition law prevents transit operators from freely communicating

with others, virtually eliminating the prospect of collaborative responses to common



concerns. Other factors influencing the level of integration include the ease with which local
authorities voluntarily band together to provide service links, and the level of trust that transit
operators have in local authorities. In addition, the interviews revealed that the integration of
transit is more easily achieved where operators sense that authorities want to engage in
horizontal integration and do not have a hidden agenda.

Beyond providing a better understanding of transit integration and possible reasons for
past failures in the coordination of services, this study suggests ways of encouraging the sort
of collaborative planning that can effectively bring together operators to work on improving
service links in common areas. Attention to these issues is essential, not only to avoid
disruptive, interoperator conflicts, but also to provide the conditions necessary to collectively
offer a seamless, integrated transit service that provides significant benefits to passengers and

society at large.
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CHAPTER 1: INTRODUCTION

In light of the widespread need to improve the integration of key services in urban areas, many
government authorities throughout the world have sought to improve coordination through the
centralization of power and/or the consolidation of institutions. This study examines recent
attempts to improve the integration of one of Britain’s essential urban services: transit

1.1 The Integration of Services

For many years, the accepted argument was that coordination and economies of scale could
only be achieved through the unification of network participants under one single, government
entity. Often, this has ultimately resulted in the creation of an integrated system, but increased
dependence on a single service provider.

More recently, such authors as Donald Chisholm (1989) and Daniel Klein (1997) have
criticized the ineffectiveness of these top-down strategies, in which coordinative decisions are
centralized, often without the input of all parties involved. These authors call for a deeper
understanding of the unique role that each participating institution plays in identifying existing or
potential service needs and working cooperatively to satisfy them. They argue that too often,
interdependent agencies establish formal linkages that are unable to address new issues that lie
outside of their established scopes. Often, the traditional top-down approach does not permit the
free movement of ideas between mid-level staff at different agencies, ignoring the practical input
of individuals directly involved in systems planning and operations. This can prevent necessary
integration, or result in serious discontent or hardship.

Between 1985 and 2000, Britain’s Metropolitan Counties (Mets) witnessed a general
decline in the provision of coordinated transit services (e.g., through-ticketing, information),
primarily as a result of deregulation. There are varied forms of transit deregulation throughout

the world (Gomez-Ibafiez and Meyer 1993). In Britain, it entailed the lifting of controls over bus



routes, service levels/frequencies, operator information and fares; however, most vehicle and
safety controls remained. Importantly, it removed all requirements for transit integration
previously introduced by local authorities. Effectively, the Competition Act 1980 prevented
metropolitan transport organizations from promoting integration and discouraged most forms of
interoperator collaboration (OFT 1980).

Recent transport policy in Britain advocates the use of alternative modes to the automobile
and supports greater integration of transit modes, an approach that seeks to make transit more
attractive to a wider segment of the population. British policy attempts to encourage greater
integration through the devolution of transit planning authority to local areas and Mets. Each Met
is required to develop a Local Transport Plan (LTP) that addresses transport issues, including
better integration of transit modes. These five-year plans serve as blueprints for funding and
implementing a package of specific mobility measures (DETR 2000a). Thus far, experience has
shown that LTPs and their subsequent bus strategy documents vary widely, depending upon the
local transport players involved, as well as the specific mobility needs and planning mechanisms
unique to each Met. Similarly, coordinative strategies have varied among Mets, based on
differing histories, resources and investment priorities.

In effect, the British government has decentralized transport planning, theoretically
allowing Mets to implement plans that could encourage informal integration. For example, LTPs
seek to improve transit accountability through the creation of Quality Bus Partnerships (QBPs)
between operators and authorities (U.K. Parliament 2000). However, since most of these
arrangements are voluntary, markets remain deregulated. It appears that coordinative efforts
require serious negotiation between authorities and private operators to clearly define service
standards and/or requirements. The role of the authorities will likely differ across corridors and

Mets, as specific areas are given priority over others. While encouraging integration, they need



to be sensitive to entrepreneurial concerns and focus on issue-specific, bilateral agreements (as
opposed to multilateral ones) where appropriate.

One question that arises is whether integration can improve transit service in a deregulated
environment. Chisholm and others have argued that informal integration works in government-
regulated transit systems, such as those in the San Francisco Bay Area or the Washington, D.C.
Area (Chisholm 1989, Alexander 1995), but how effectively could this model be replicated in a
privatized and deregulated market where the metropolitan planning process provides the only key
to institutional change? What additional mechanisms, if any, are needed to establish the levels of
integration proposed under the LTP and Bus Strategy? What are the principal impacts on local
authorities and passengers and what are the implications of greater interdependence for operators?
In light of the fact that since the 1980s, private operators in Britain have exercised a great deal of
autonomy regarding operations and planning, what role should local government (e.g., district
authorities and metropolitan transport authorities) play in the Mets?

1.2 Purpose of the Dissertation

The principal aim of this study is to explore the operational and organizational dynamics of
transit integration and the principal factors affecting its implementation, particularly in a
deregulated or semi-regulated environment. To this end, the study primarily focuses on three
case studies in Britain: the Greater Manchester and Tyne and Wear Metropolitan Counties and
Greater London. While all three of these urban areas have historically contributed to the
industrial development of Britain, they differ greatly in size, geographic setting, economic
importance and political orientation.

Through the analysis of major policy and implementation documents on integration and
one-on-one interviews with key stakeholders, this study examines local responses to government
guidelines on integration (e.g., through the implementation of specific programs), and compares

the development of transit integration schemes as elements of larger bus strategies. In addition, it



studies subsequent public-private negotiations to forge integration agreements in Greater
Manchester and Tyne and Wear.

The effectiveness of local strategies, including Quality Bus Partnerships, in achieving
objectives related to transit integration is analyzed. The provision of transfer services is assessed
through a review of national and local transport policies as well as partnership efforts and current
service data from local operators and metropolitan authorities. The supply-side component
includes an inventory of existing interoperator facilities, such as interagency and intermodal
transfer points and coordinated regional fare instruments available to the public. It also gleans
information from national transport surveys and areawide coordination surveys (e.g., South
Yorkshire Household Travel Survey), which provide some information on past and present
patterns of transfer between services.

The issue of comprehensive transit planning in a privatized environment is explored, as is
the British Government’s recent alternative to the introduction of competitive tendering outside
of London: the implementation of LTPs and Bus Strategies. This study seeks to determine
whether a locally oriented planning process can generate the necessary institutional change to
effect improvements in interoperator services. At this point, no assessment has been made of the
impacts that transport reforms have had on transit integration. Ideally, this study could provide
national and local decision-makers with valuable input into future transit policy direction, while
contributing to a better understanding of interoperator integration in both regulated and
deregulated environments.

Next, this study explores the effectiveness of transport reforms in restoring elements of
transit integration in the British Metropolitan Counties (or “Mets”), the seven largest urban areas
in the country after London. It traces the evolution of integrated transit planning in Britain, and
the institutional constraints introduced in the 1980s. Rather than examine all seven Mets, this

study reviews and analyzes institutional and organizational changes in two of the Mets, Greater



Manchester, and Tyne and Wear (Greater Newcastle), as well as in Greater London, the classic
exception to the rule.

In one section of the study, comparisons are made of local transport planning processes,
institutional structures and transit integration strategies across the case cities. In each case, these
efforts were developed in response to Central Government policies aimed at achieving mode
shift. Where possible, this research analyzes efforts on the part of local and regional authorities
to encourage planned integration in the Metropolitan Areas through public-private partnerships,
such as the Integrate Project in Manchester, or the Superoutes and Orpheus Projects in Tyne and
Wear; and considers a few of the institutional constraints to full integration.

A review of both the planning and implementation of areawide integration schemes allows
for a comprehensive evaluation of many of these efforts to achieve the broader objectives of
improved interoperator services. Ideally, this study shows us whether this new transport planning
process, created as a vehicle for these reforms, has yielded service improvements in the Mets.
Importantly, it provides insight into developing transit integration in privatized markets around
the world, focusing on the unique ability of an area to adopt local transport plans that forge
effective public-private partnerships and interoperator arrangements.

Finally, this study evaluates the effectiveness of policy in improving transit service
integration, a target of the 1998 Transport White Paper and the Transport Act 2000 (U.K.
Parliament 2000), effectively challenging the argument made by government that these reforms
bring sufficient change to the system, i.e., improving access to a greater number of areas and
ultimately, resulting in improved services and greater transit mode share. There appear to be
other important factors affecting the behavior of operators that need to be addressed.

1.3 Research Framework
This study identifies the policy modifications designed to promote seamless connections at

the local level and explores the role of operator interdependence in the provision of integrated



transit services. Through a set of case studies, it illustrates the principal issues associated with

both promoting and sustaining integrated services in a deregulated market. In addition, this

comparative study traces the evolution of integration strategies in the privatized, but regulated,

London market.

There are a number of significant factors influencing the success or failure of integration

efforts. These include the following:

national guidelines for devolving transport planning powers to local authorities;
the local planning process and its relation to collaborative planning;

the role of competition law in operator dialogue;

the costs and benefits of specific measures for improving integration; and

the existing mechanisms for promoting formal integration.

Clearly, a better understanding of these influences could help us determine the principal

causes for the existing pattern. This study of the processes involved in broadening the scope of

transit integration in Britain could prove to be important for the following reasons:

L.

Improved intermodal and intramodal integration can improve access by expanding the
geographic scope of transit service;

Improved integration often reduces average travel times, making transit more competitive
with the auto;

Public-private partnerships can provide the necessary link between local authorities and
transit operators;

The Blair Administration initially identified integration as a tool with which to effect
mode shift;

The planning processes involved in promoting integration could reveal the costs and

benefits of specific regulatory controls.



The existing opportunities and constraints faced by stakeholders in the planning and
implementation of new strategies are reviewed in this study. Hopefully, this work will bring a
greater understanding of the role that integration policy can play within the larger context of the
Local Transport Plan process (e.g., how strategies are developed, implemented, monitored.)
Once we assess the progress of these measures, we explore theories of interorganizational
integration and cooperation in British cities.

1.4 Potential Contribution

This research examines the issue of comprehensive transit planning in a privatized
environment, exploring the British Government’s alternative to full integration in the Mets: the
implementation of LTPs and Bus Strategies. It seeks to determine whether a locally oriented
planning process can generate the necessary institutional change to effect improvements in
interoperator services. This study seeks to provide valuable input on transport policy and to
contribute to a better understanding of interoperator transit integration in a deregulated
environment.

Since the 1980s, much of the literature covering deregulation and privatization in Britain
has focused on the economic performance of transit operators in light of changes to the regulatory
framework. For example, while many studies released in the early 1990s evaluated system
impacts on the basis of such measures as passenger cost per kilometer or average fare charged,
they gave equal weight to such supply-side indices as cost per vehicle-kilometer, or total vehicle-
kilometers provided. As a result, many of these earlier studies failed to measure the adverse
impacts that deregulation has had on the transit passenger, in terms of system connectivity, travel
time, or reliability.

More recently however, the principal debate has been over whether past regulatory and
institutional changes have yielded the economic incentive necessary for operators to improve the

quality of transit journeys. In the past decade, a series of studies have sought to weigh the pros



and cons of deregulation and privatization. A number of researchers now support the theory that
there is a tradeoff between service innovation and economic efficiency on the one hand; and
systemwide planning on the other. What has not been discussed at length, however, is to what
extent government has the power to effect meaningful change from the standpoint of the
passenger and the general public.

Consequently, this study seeks to evaluate the effectiveness of recent government policy in
improving service integration, an objective specifically called out in the 1998 Transport White
Paper. It challenges the argument made by government that these reforms will bring significant
changes to the system, improving access to a greater number of areas and generating a rise in
transit mode share. Can Central Government incentives to local authorities and private operators
generate a change in behavior or are the problems more deep rooted?

Methodologically, this study provides a framework for comparing alternative forms of
regulation, based on strategies and public-private partnerships that have been implemented or are
in the process of being implemented in the Mets. In contrast to previous studies of transit
integration conducted in Britain, this research relies heavily on interview data to assess changes
in levels of integration and operator behavior in specific areas. In order to verify the results of
these interviews, available quantitative data on transit integration (e.g., transfer demand) are
carefully analyzed.

Another potential contribution of this study could stem from the empirical evidence of
improvements in service that come from the collection of both operator and passenger survey data
in areas where new strategies have been implemented. Typically, in transit studies, empirical
evidence primarily consists of either operator and/or passenger data; however, this study
primarily assesses changes in both formal and informal forms of transit integration and evaluates

this situation against a defined set of local and national policy objectives. In turn, it could have



important implications for future policies on government regulation or intervention at the local
level.

Research in Britain has often focused on the adverse impacts that deregulation and
privatization have had on transit integration in the past two decades, primarily since the
introduction of deregulation outside of London. This study goes beyond these evaluations to
examine various aspects of integration and to carefully assess the effects of the most recent
attempts to promote service coordination through comprehensive transport planning at the
metropolitan or regional level. It not only evaluates how integration has fared since 1998, but
also explores alternative strategies for encouraging interoperator cooperation (e.g., under
deregulated conditions).

Ideally, this research can provide a useful contribution to our understanding of market
reorganization and operator behavior in response to national transport reforms, and the
implications for transit service (supply side) under different circumstances. Changes in urban
land uses and vehicle usage rates in Britain have not only led to an increase in the number of per
capita transport journeys, but have also resulted in a more complex set of travel patterns (e.g.,
non-work trips). For public transit to be successful (e.g., in its attempt to effectively serve an
increasingly divergent population in Britain), different levels of regulation and integration need to
be considered.

Finally, this research tests the theoretical argument that more comprehensive transit
planning at the local level can produce structural changes that ultimately lead to better service
coordination, as defined by the same local transport authorities. The results of this study can
provide some insights into impacts that British transport reforms have had thus far on
coordinative planning, and future prospects for encouraging appropriate levels of agency
interdependence and integration. In addition, this study attempts to shed light on the principal

barriers to local coordination and the broader potential for applying Chisholm’s theory of



informal integration and collaborative relationships to deregulated transit markets. Where
appropriate, it seeks to provide helpful commentary to other countries, where regulatory have
been implemented and expanded, such as in Chile; or where they are in the process of being

developed, such as in South Africa (SADOT 1998).
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CHAPTER 2: APPROACHES TO UNDERSTANDING INTEGRATION

The principal focus of this study is on the evolution of transit integration in Britain as it relates to
service coordination and widespread collaborative planning. The following sections review the
existing literature and subject areas central to this research: transit service integration;
interorganizational cooperation and coordination; and transport planning and regulation in
Britain. While these three areas are interrelated, over time, each has established a set of theories
explaining the provision of integrated services in Britain.
2.1 Transit Service Integration

An important step toward understanding the significance of integration within the larger
context of transport planning and service provision is to explore various sources of literature that
seek to define this broad term and explain its potential role in the overall design, planning and
management of transit systems throughout the world. This section attempts to bring together
many of the key concepts surrounding the integration of transit service, as well as some of the
principal theoretical issues surrounding the coordination of services.
2.1.1  Definition

While there are many forms of transport integration, such as joint transport-land use
planning or the consolidation of institutional responsibilities, the planned integration of services
is an essential element of any transit network, especially in large markets, where often, numerous
operators provide bus or rail service. Indeed, efforts to improve interoperator integration have
historically focused on metropolitan areas of more than one million inhabitants (e.g., London and
the Mets), where significant levels of transit demand necessitate the provision of frequent and
dependable transit services (Butler et al 1987). Despite the role of rural networks in providing

mobility to a key segment of the population, most of the focus is on urban transport.
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In Britain, “integration” is a term used to encompass the collective planning of services
within a specific transit market. It is widely understood to be an “organizational process through
which transit system elements are brought into closer and more efficient interaction,” for the
purposes of improving the quality of the transit services offered to the traveling public (NEA et al
2003). In most cases, the principal objective of transit integration is to offer the passenger a
complete journey, from origin to destination with the least disruption possible. It entails the
arrangement of different modes and services into a rational system of “operational features in
terms of routes, frequencies, timetables, fares and ticketing, and also policy aspects such as
management structure and approaches to planning, marketing and development” (TWPTE 1986).

In an attempt to reduce auto dependency and encourage the regular use of transit, local
authorities have sought to improve the quality of services by identifying user needs.
Consequently, one common focus has been to ensure that the transferring passenger is not
adversely impacted by the switch from one vehicle to another, i.e., in terms of time, money,
convenience and safety. In deregulated markets, where regional transit integration is normally
weak or non-existent, this has involved carefully negotiated arrangements between transit
providers serving common transfer points (or “interchanges”).

Similarly, “coordination” comprises the assembly of discrete mode-specific elements of a
larger, umbrella system. In Britain, this term usually refers to efforts aimed at centralizing
interoperator information and making it readily available to the public. This ongoing compilation
of information does not normally require service provision agreements between operators;
however, it can involve significant cost. Where operator information is available, some Public
Transport Authorities (or “PTAs”) in the Mets have successfully preserved these services;
however, some operators choose to limit the dissemination of service data to the public for fear

that it could provide valuable information to competitors.
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2.1.2  Theoretical Importance

The integration of not only transit, but also, other urban transport modes is essential for the
efficient organization of urban space. Transport systems play a key role in this organization,
closely interacting with the local economy and patterns of land use, but also directly impacting
the environmental quality and sustainability of the metropolitan area (Vasconcellos 1996). The
interconnected nature of transport can be characterized in the following ways:

1. Urban areas are not merely demographic aggregations, but rather, interconnected
communities that have been shaped by specific systems of production, social
organization, property ownership and public sector involvement.

2. In large part, capital accumulation determines patterns of social and spatial activity,
placing direct demands on the transport system.

3. The relationship between modes of production and transport infrastructure and planning
is directly impacted by economic activities tied to local cycles of capital production,
which in turn, determine land use patterns and the need for each transport system to be
carefully integrated into a comprehensive network.

Thus, the integration of routes, schedules and fares is essential to promoting the use of
transit, especially in large British cities, where multiple operators provide bus and rail services
and more than 10 percent of journeys involve a transfer (White 2002). Past studies have
acknowledged that improved system integration can enhance urban access and mobility, which in
turn, has social, economic and environmental implications for society (Nash, 1988, Tyson, 1990,
Simpson, 1994, Stokes 1994). Indeed, in order for transit to be considered a viable travel
alternative, operators must not only ensure reliability and comfort; but also, reduce in-vehicle
travel and transfer times, and enhance through-ticketing services.

Most transit systems are designed to serve a number of principal destinations, however,

most operators do not have the resources to provide through-services between all points in a
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system (LT Planning 1997). Consequently, some transferring, or "interchange," occurs as a result
of dispersed demand (e.g., between transit modes, especially buses). As cities grow and
populations become more dispersed, multi-operator trips become relatively more important
despite the declining role of suburban transit (White 1995b).

Studies have revealed that improved system coordination can enhance urban access and
mobility, which in turn, has social, economic and environmental implications for society (LT
1997, IoLT 2000, Hensher and Brewer 2001). However, in order for transit to be considered a
viable travel alternative by commuters and other users of the transport system, operators must not
only ensure reliability and comfort; but also, reduce travel and transfer times, and enhance
through-ticketing, i.e., increasing productivity (Chowdhury and Chien 2001).

Integration is often employed to simplify differences or inequities within a region, such as
differences in timetables, fare and service levels. It is a deliberate arrangement through which
two or more parties reach some form of agreement on a specific set of issues common to all. This
integration can be deliberately planned as part of a larger arrangement, or can take the form of
separate, provisional arrangements between system providers (Hensher and Brewer 2001).
Similarly, integration can be formal, involving communications between specific managers of
each organization; or informal, allowing for matters to be resolved between non-managerial staff
of any level or specific levels.

In addition to the scope and nature of interagency coordination, it should also be noted that
comprehensive efforts to enhance system connectivity through transit integration have both direct
and indirect effects on the transit passenger (Miller et al 2005). While these efforts are designed
to achieve a common set of policy objectives, regardless of their effects on the passenger,
strategies aimed at altering traveler behavior in favor of transit should incorporate projects that

can directly affect the passenger.
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Five principal areas of integration directly affect each passenger and his/her decision to
travel by transit: scheduling/frequency, fare payment, special event access, infrastructure
provision, and information dissemination. These areas of integration normally provide the transit
passenger with options for traveling from one point to another (at a specific time on a specific
day), based on the individual desires and needs of the passenger. In the past decade, greater
emphasis has been placed on the provision of services that directly benefit the passenger.

In contrast, those areas of integration not directly affecting the passenger often directly
influence interorganizational relationships (e.g., between operators, or between these and
authorities) as well as the competitiveness of operators. In turn, these practices influence operator
decisions regarding service, and eventually influence the scope and nature of the transit services
provided to passengers. In their study of the U.S. experience, Miller and his colleagues cite such
interagency practices as data sharing, procurement arrangements, joint funding proposals,
interchange facility improvements and areawide planning (Miller et al 2005).

2.1.3  Economic Considerations

As far as passenger services are concerned, factors impacting the demand as well as the
supply and cost of transit are at the core of transport economics. Travel demand analysis is often
analyzed through the application of consumer behavior theory, which considers the impacts of
periodic changes in the price and supply of services on consumer utility (Powell 2001). Each
consumer has a utility function that he/she attempts to maximize (as long as expenditures do not
exceed income) in order to achieve a desired level of satisfaction. In some respects, it is a
cumulative pattern of consumer behaviors that ultimately determines transit demand. Similarly,
the demand for transit interchange is ultimately a function of consumers’ desire to effectively
move from one point to another as well as the specific configuration of service supply. Much like

transport itself, interchange is merely a means to an end.
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In contrast, travel supply can take on many forms, depending on the policies, resources and
operational capacity of a particular area. For example, under similar conditions, there may be a
number of ways of responding to proven demand: certain operators may provide a complete,
door-to-door service; while others may provide only one segment of the service (Quinet and
Vickerman 2004). This service may feature travel on one vehicle or on multiple vehicles or
modes. The key point to remember is that the passenger is primarily concerned with traveling
from Point A to Point B in an efficient manner, with minimal disruption or uncertainty.

In contrast, the transport professional is chiefly concerned with measuring demand and
carefully studying the numerous ways in which transit service can be organized to respond. At
one end of the organizational spectrum, services are provided by a monopoly or oligopoly, as in
the case of West Midlands, where one private operator dominates the market and controls fares,
frequencies and service quality. In such markets, it is normally easier to integrate transit services,
since transit pricing is characterized by economies of scale, i.e., marginal costs are often below
average costs (Gomez-Ibafiez 1999). In addition, it has also been argued that transit passenger
waiting times are a source of scale economies (e.g., with fewer operators, there may be fewer
routes and better coordinated schedules), particularly if system costs are considered (Mohring
1972).

In contrast, at the other end of the spectrum, transit services are provided by numerous
operators, as in the case of Greater Manchester, where three large bus operators dominate the
market, but many other operators also offer services. In most situations, these operators plan and
work independently of one another, seeking to maximize profit margins and remain competitive.
However, in a limited number of cases, particularly where there is some price, quantity or quality
regulation, operators are encouraged or required to coordinate services, potentially providing

timetable economies of scale.
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A factor influencing the provision of transit and network coordination is the extent to which
services are regulated. For example, service providers may be accountable to a single authority
or subject to very little, if any regulation. Clearly, these organizational and regulatory
arrangements, which influence the quantity and nature of operations (e.g., the decision to operate
in certain submarkets), ultimately determine the nature and scope of transit interchange in a given
market. Without a minimal level of service regulation, coordination will be haphazard and
network economies of scale or density will most likely not be achieved.

In theory, integration creates the economic conditions necessary to bring together
fragmented components of a system. It is possible to identify three levels in the supply of transit:
infrastructure, information and service (Quinet and Vickerman 2004). Each plays a key role in
the organization of the market, and system integration largely depends on the coordination of
these three levels. In the case of the monopoly operator and the operators working together, there
are linkages between these systems; however, in the case of deregulated markets (e.g., UK.
outside of London), there may be limited coordination because private operators do not see a
benefit in working together.

While Coase (1960) and others have argued that the free market will ultimately produce the
best result, the fact that information and access to markets are asymmetrical often prevents
operators from thinking globally and offering services that bring collective benefit to the system.
Economic theory asserts that the market will tend toward an optimum, primarily where there are
multiple providers that can offer specialized services at minimum cost to the consumer (Quinet
and Vickerman 2004, Henry 1997). However, in transit markets, information is not perfect and
integration depends heavily on the interplay of connecting operators and authorities. For
example, the privatization of British Rail in the 1990s separated service planning from track
ownership and maintenance, seriously limiting service and infrastructure coordination at the

systemwide level. Even in the case of bus transit, without some form of contract or negotiation
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between parties, coordinative efforts are limited by the willingness of operators to risk trusting
their competitors and/or government.

This study focuses on the supply of transit services and policy efforts to improve service
quality and travel time through better coordination between operators. In some respects, the
provision of interchange is influenced by the manner in which transit operators interact with one
another, particularly under the auspices of a government authority. While private operators must
successfully compete with their counterparts, experience has shown that in mature markets,
operators can stand to benefit from coordination with other operators (e.g., reduced waiting
times), capturing new passengers and submarkets.

2.1.4 Transit System Design

Integration can additionally be viewed as one of a number of issues central to transit
planning and engineering, as it is directly impacted by the physical structure of transit systems.
The design of bus systems involves a number of important topics, such as route location, stop
location, route scheduling, vehicle and labor scheduling, route evaluation and the control of
operations. Route location is generally based on the objectives of providing convenient service
and access to passengers, while avoiding adverse traffic and geometric conditions. Important
considerations in the structuring of a transit system include the location of transit trip generators,
the traffic conditions of streets, and the location of transfer or interchange points. Clearly, the
spacing of stops and the location of interchanges depend heavily on perceived distances. In turn,
interchange locations impact the time required to travel from origin to destination (Simpson 1994,
White 2002).

Similarly, the preparation of route schedules involves determining headways and
constructing system timetables that allow for convenient transfer times. For this reason, where
there is formal interchange between individual operators, it is important for these providers to

study the implications that this coordination will have on the allocation of resources. Vehicle and
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staff scheduling must be factored into the establishment of these schedules, since drivers’ work
schedules must be accommodated and matched to route schedules. For example, route scheduling
involves providing service during periods of peak demand, when the maximum number of
vehicles and drivers is employed (Dickey 1983). The efficient provision of these services is often
achieved through the splitting of shifts

In any transit system where integration plays a role in the efficient movement of
passengers, the control of operations is vital in maintaining schedules and responding to service
delays. Recent technological innovations, such as Geographic Positioning Systems (GPS) or
Automatic Vehicle Locator (AVL) Systems, which provide for the ongoing monitoring of vehicle
locations throughout the system, have improved local dispatching and facilitated the coordination
of vehicles where interchange is required (San Francisco Municipal Railway 2005). These
systems have been successfully introduced in a number of areas, largely in publicly owned and
operated transit markets (e.g., San Francisco, New York).

In a privatized market, however, it is important that these technological advancements are
made available to a wide spectrum of operators, particularly in service areas where transit vehicle
headways exceed 10 minutes (or the maximum wait time tolerated by local passengers), or where
transfers involve some form of intermodal connection. Under free market conditions, no operator
should be given a competitive advantage over any other.

2.1.5 Major Theoretical Issues

A number of major issues and perspectives central to the understanding of interoperator
integration, its potential benefits and constraints are presented in the following subsection.
2.1.5.1 Perceptions concerning transit integration

The traditional view of transit integration is that travelers perceive transfers as negative
experiences, due to the time, cost and uncertainty involved (Horowitz and Thompson 1994).

Researchers commonly regard the transit transfer as a disutility, placing varying weights for the
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different components of an interoperator journey. For example, it is recognized that transfers can
carry time penalties, depending on such factors as the ease of transfers between vehicles or the
passenger’s perception of time (White 1995b). Where the value of time is particularly significant,
passengers with a wide variety of available options generally avoid taking such trips if they are
required to wait more than 10 minutes for a transfer, i.e., what is commonly perceived as taking
20 minutes.

According to a report prepared for the Department of the Environment, Transport and the
Regions (DETR), passengers normally transfer because there is either no direct, convenient
service for their journey, or they enjoy the speed or convenience of a particular mode (Buchanan
and Nevell 1999). The report points out that while interchange is often viewed as an
inconvenience, it can be seen as an opportunity for passengers. In fact, Jemelin and Kaufmann
(2001) argue that “the perception of transfer points plays an important role in the attractiveness of
transit.” Based on an extensive study of transit passengers at railway stations in Switzerland, they
believe that specific measures can be taken to provide greater access to customer services at
interchanges, thereby allowing passengers to benefit from the transfer experience. These authors
recommend that transit planners structure bus and rail lines around a limited set of well-planned
access and transfer points where comfort and the availability of all kinds of services (e.g., retail
outlets) provide passengers with the opportunity to make the most of a trip.

Regardless of the approach taken, it is clear that some passengers require more than one
mode to complete a journey, prompting a need for some form of planned, interoperator
integration. A number of experts argue that those transit networks that feature well-defined,
multi-modal transfer options (e.g., with non-motorized modes), offer passengers more travel
alternatives, yielding greater network efficiency (Vuchic and Musso 1992). This integration may
take the form of physical, institutional, and fare integration, depending on the political climate

and institutional commitment of the area.
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While the provision of seamless travel is an objective in any multi-operator transit system,
planners often fail to recognize that the specific organizational and regulatory characteristics of a
metropolitan area may ultimately determine the success of widespread integration. In a
deregulated environment, private operators choose routes and schedules that keep them
competitive, and often avoid cooperating with competitors. In fact, the Competition Act 1998
clearly discouraged interoperator cooperation, except under certain situations, as it was seen as a
threat to fair competition (OFT 1999). Government concerns have focused on the need to keep
transit markets open to all operators, i.e., regardless of size. The Office of Fair Trading (OFT)
believes that some interoperator agreements could effectively price new entrants out of certain
markets and prevent fair competition.

Similarly, in a privatized environment, regional transit planning is often not conducted on
an ongoing basis, leaving operators to incur some of the costs of integration. One important
distinction however, is that in cases where a system of competitive tendering is administered,
systemwide service planning is usually maintained. Nevertheless, it is essential that regional
integration policy be designed to preserve operator competitiveness and integrity; and satisfy
proven demand for transfer services (Nash 1988). It is interesting to note that even in a regulated
transit system, service integration is not guaranteed, as geographically-based transit operators are
not always willing to work with their counterparts. In some cases, transit operators fear that
integration can result in ridership or revenue losses. In other cases, funding constraints force
individual operators to invest in high priority services, preventing them from allocating time and
funding to improving ties with other operators.
2.1.5.2  Benefits and costs of integration

In the past few decades, transit planners have identified the role that integration can play in
improving quality of service, reliability and surrounding land use. Operators can benefit from

greater farebox revenues and a more extensive catchment zone, while passengers potentially
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benefit from better travel times, local amenities, and perhaps, lower out-of-pocket costs. Society
can benefit from reduced congestion and air pollution, which are effectively achieved through a
reduction in vehicle miles traveled (Tolliver 1997).

On the other hand, the integration of transit services can also incur costs, not only to the
operator and passenger, but also to society. For example, under an interoperator service
arrangement, the operator normally assigns resources to integration, can concede a certain
percentage of revenue per passenger if participating in a fare scheme, and may share the cost of
constructing/maintaining interchanges. These operators may also pay the operational and
institutional costs stemming from adjustments to vehicle capacity, labor arrangements and/or fare
structures. At the same time, there are indirect operational costs that passengers and society pay
through higher passenger fees and/or local taxes. It is widely accepted that transit is underpriced
in Britain as it is in other countries (Newbery 1995).

Despite these costs, many argue that there are clear reasons for integrating transit routes,
schedules and ticketing (Nash 1988). In many large cities, there is a demonstrated demand for
transfers, especially at major rail stations/facilities and main line nodes. While some transferring
between vehicles occurs without comprehensive planning, well-coordinated services can reduce
passenger uncertainty, travel times and out-of-pocket costs, permitting the system to offer greater
access to activities.
2.1.5.3 Importance of integration

In transit, there is a difference of opinion concerning the role of system integration in the
effective provision of transit services. Some authors, including Nash (1988), White (1995b) and
Tyson (1990), argue that areawide integration is a key element of service, requiring ongoing
planning and cooperation among operators, preferably under the auspices of metropolitan
authorities. A number of publications support this point for a variety of reasons, including the

argument that in some instances, the free market is incapable of satisfying all transport needs
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(Preston, 2003, Dodgson 2000), an issue actively debated by the European Union in the 1990s
(Glaister et al 1998). Most integration advocates place a great deal of importance on the transit
passenger’s need for a “seamless” set of connections that facilitates access between origin and
destination points in the system. While many of these advocates initially supported public sector
operation and regulation of transit in the 1980s, some have come to recognize the benefits of both
integration and privatization, as evidenced through the case of London.

In contrast, such economists as Klein (1997) and Hibbs (2000) argue that government
attempts to promote or force operators to accept widespread transit integration constitute a
wasteful and damaging form of intervention into the entrepreneurial integrity of the operators.
Both authors believe that government involvement in the systemwide organization of transit
services only serves to disrupt the operational efficiencies achieved under a free market
environment and to discourage private sector participation in the provision of transit. Klein
draws attention to the differentiation between the coordination of timetables, and the deliberate
restructuring of competitive services to provide wasteful integration strategies. He contends that
under free market conditions, transit operators work together to satisfy ongoing demand for
integrated services.

Similarly, Hibbs (2000) argues that some forms of transit integration provide “no
opportunities for commercial innovation, require heavy social cross subsidy, and feature average
cost pricing.” He points out that experience has shown that the Road Traffic Act 1930 gave local
authorities the power to integrate transit services, however, nothing constructive resulted. In
order to support his contention, he points out that despite government incentives, thus far, only a
limited number of Quality Bus Partnerships have actually directed resources toward improving
transit integration.

It is important to note however, that unlike the 1930 legislation, the Transport Act 2000 did

in fact require the inclusion of improved interoperator services as part of each Metropolitan
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Area’s Bus Strategy. In other words, at least some minimal effort to encourage greater
integration is required under the current Act (U.K. Parliament 2000). The Labour Government
initially claimed that one major difference between the current Act and past transport policy
direction was that the former would ensure greater collaboration between the public and private
sectors through the development, operation and promotion of Quality Bus Partnerships. It was
envisioned that these public-private endeavors would guarantee operator cooperation in exchange
for public investment in infrastructure (DETR 2000b, Preston 2003).

Research into the importance of integrating local transport resources and related activities
into an organized set of services is not new. Articles by Elmberg and Quarmby (1981), Isaac and
Brockhoff (1981), Ponsonby (1969) and others were published more than 20 years ago, before
transit deregulation and privatization strategies were adopted by the British government. While
many of these studies focused on facility improvements, rather than on systemwide access, they
were equally concerned with providing seamless networks.

For example, the study by Elmberg and Quarmby (1981) found that the need by some
passengers to make a transfer between modes gave transit a disadvantage compared to the private
auto, primarily due to modal differences for in-vehicle and out-of-vehicle times. For example,
where in-vehicle times for these two modes are comparable, the out-of-vehicle time is never
comparable, especially when passengers are required to transfer, as schedulers will normally want
to leave them at least five minutes to change vehicles. In response to this difference, Elmberg and
Quarmby called for improvements in physical route design, submodes, and transfer locations; and
advocated reducing the need to change vehicles (Elmberg and Quarmby 1981).

Similarly, Isaac and Brockhoff (1981) agreed that “coordination and integration are a
necessary condition for adequate regional transport,” based on existing trends towards
consolidating activities into larger economic units. While this argument advocated the merging

of some operators and did not address the absence of economies of scale in transit (e.g., larger
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operators are not necessarily more efficient that smaller ones), it did present a broad list of
integration-related objectives: make transit more attractive, provide a range of integrated services,
exploit the possibilities of more effectively organizing transit systems through cost-effective
methods (Isaac and Brockhoff 1981).

The Ponsonby article, however, was one of the most critical reviews of the pre-deregulation
period. It analyzed British transport policy in the 1960s (e.g., the widespread coordination of
transit operations) and concluded that too much emphasis was being placed on integration. He
believed that such state interventionism posed dangers to transport efficiency, as it meant that
government was predicting the market (Ponsonby 1969). The author held that transit providers
should be free to offer the mix of speed, comfort and convenience the consumer is willing to pay
for (rather than what public sector transport planners feel is best).

In contrast, research by Runkel, Horowitz and Thompson, and Pucher and Lefévre, have
focused more on cases outside of Britain, where integration continues to be a widely supported

E3]

objective for transit. Runkel analyzes the German system of “verkehrsverbunds,” integrated
transit associations organized in each of the country’s major urban areas (e.g., Hamburg, Rhein-
Ruhr). For example, in a number of these areas, Runkel claims that ticketing barriers have been
removed to facilitate movement between vehicles (Runkel 1994). However, he limits his analysis
to publicly-operated transit systems and does not fully address the issues raised under a privatized
market, where individual operators compete directly with other modes and must fully account for
any lost revenue imposed by transfer arrangements.

Vuchic and Musso (1992) take a broader perspective, examining the role of corridors
serving a transfer center. They point out that such factors as the number of lines provided,

walking distances to transit and the need for feeder services in an area affect waiting times. They

found that average passenger waiting times are often twice as long in fragmented markets as they
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are in fully-integrated systems. Thus, if planned strategically, perhaps interchange facilities can
yield time and cost savings.

Horowitz and Thompson (1994) not only attempt to distill the opinion of U.S. transit
passengers and operators regarding integration, but also offer an array of methods for location,
preliminary design, and evaluation of intermodal facilities. They conclude that in order to attract
passengers to transit, interchanges should not only serve as points of transfer, but also facilitate
access to other activities. For example, these authors suggest that when locating interchange
facilities, transit planners should take into account an array of situational factors, including
institutional arrangements, adjacent land use development, access to key activities, facility design
and passenger benefits.

The aforementioned articles have primarily addressed integration in publicly-regulated
markets, however, this study primarily focuses on efforts to promote integrated planning in
deregulated markets. Not surprisingly, apart from Britain, there are still few examples of
substantial efforts to integrate transit services that are free of government influence. While many
of the same arguments to integrate hold under deregulation, the formal mechanisms for
integrating services disappear; and many coordinative services become increasingly dependent
upon informal links that may or may not develop between operators. A recent study by Pucher
and Lefévre (1996) considers the barriers that privatization presents with respect to transit service
and integration. In order to address our central research topic, it is important that we review
issues confronting integration in deregulated markets. The following section reviews research on
transit integration and related issues.
2.1.5.4 Integration in British cities

While issues related to integration appear in the literature, only some articles address the
impacts of regulatory practices on transfer arrangements. Such authors as Nash (1988), White

(1995a), Goémez-Ibaiiez and Meyer (1997) and Glaister et al (1998) and Preston (1999) have
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touched upon the impacts of deregulation from a theoretical standpoint. Similarly, Vuchic and
Musso (1992), and Tyson (1995) have highlighted the role of transfers in an integrated system.
In general, they have all concluded that while privatization has provided challenges to the
ongoing promotion of transit integration, it is deregulation that has ultimately prevented many
areas from either developing or continuing the practice of coordinating services. Without some
form of government promotion or concern for network planning, competing operators are not
inclined to cooperate, unless it results in significant gains.

In contrast, Wardman and Hine (2000) measured the economic impacts of integration on
operators and passengers in Britain, assigning costs to this activity. They found that a clear
distinction needed to be made between the penalty, transfer time and waiting time elements of
interchange, and that factors which influence the costs of interchange needed to be disaggregated
in order to avoid results that represent average conditions. They also placed emphasis on gaining
a better understanding of the “behavioral response to interchange” and how it varies with the
characteristics of the passenger and the type of trip taken. Finally, they drew attention to the
impacts of integration on demand.

Nevertheless, if a goal of the 1998 Transport White Paper is to "provide the public with an
attractive alternative to the private auto” through the provision of better service integration,
through-ticketing and route/schedule information (DETR 1998), then the policy evaluation
process should determine whether these new policies are effectively changing the operator's
outlook with respect to integration and cooperation with local authorities and other operators.
Since Central Government is committed to curbing the rise of motorization through the
promotion of transit-based alternatives, a rise in the quality of integrated services could prove to
be a sign of success.

In light of what has occurred under transit privatization and deregulation, more recent

studies have taken account of the impact that these policies have had on the provision of
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integrated services. Nash (1988), White (1995b) and others have contributed to an economic
understanding of the factors that influence a private operator’s decision whether or not to
coordinate services with other operators. The operators have explored ways in which integrated
services could be improved, while maintaining competition. For example, in a few Mets,
significant efforts were made to preserve parts of the joint ticketing arrangements established
prior to deregulation through the creation of ticketing consortia, such as Network Ticketing in
Tyne and Wear, owned in part by the private operators themselves (Tyson 1990).

In addition, it is noteworthy to mention that following adoption of the 1998 Transport
White Paper, studies have been commissioned by the DETR, Transport for London (TfL) and
other agencies to establish a set of design guidelines for developing and promoting transit service
integration throughout Britain (Colin Buchanan and Partners 1998, ATOC et al 2001, IoLT 2000,
Greater Manchester Initiative in Passenger Transport 2000). Each agency has sought to identify
issues surrounding transit service integration, such as the regional provision of reliable
information or the improvement of physical interchange facilities, offering British examples of
good and bad practice from the viewpoints of operators and passengers.

Nevertheless, until fairly recently, much of this work focused on specific modes of transit.
For example, Wardman and Hine conclude that much of the empirical research on transit
integration is somewhat limited in nature: a "heavy bias toward rail (e.g., intercity transport), but
relatively little on the subject of integration" between private bus operators (Wardman and Hine
2000). Ironically, in most cities throughout the world, bus operators collectively serve the
greatest number of transit passengers.
2.1.5.5 Integration in Europe

As transport has become increasingly important to the European Union (EU) in its attempt
to harmonize system conditions throughout the continent, greater attention has been paid to the

role of service integration in the improvement of transit. While a number of European countries
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have historically boasted highly integrated systems (e.g., Germany, France, Italy), these systems
have often relied on government regulation and intervention. In response to the British
experience, the EU has attempted to address many of the same issues confronting nations
throughout the globe, namely cost containment for the provision of services and an increased
emphasis on economic principles for combined transport (Banister et al 2000).

While this policy direction has largely encouraged greater privatization and less
government intervention, it has also supported user-charge principles, such as toll pricing,
congestion charge and parking charge schemes, which indirectly stimulate the use of transit, and
the need for greater coordination of bus and rail services. Recognizing that transit is largely
intermodal in nature, the EU has cautiously approached the privatization of transport services and
the eventual atomization of services. Banister et al (2000) have written that more recently, the
EU has advocated programs that place emphasis on some form of transit regulation and the need
to promote integration between operators and with other, non-motorized modes of transport.

The EU, through its transport arm, DG TREN, has led a number of efforts to study various
forms of integration throughout Europe and to present possible good practice guidelines for
further development at the regional level. For example, the PIRATE Program, coordinated
through the South Yorkshire Passenger Transport Authority, has developed a research
methodology for improving transit interchange (SYPTA and Partners 2000). In theory, this
methodology seeks to maximize the potential for transit provision, infrastructure and service (e.g.,
the three levels of supply) to be driven by market forces. It appears that the jury is still out on the
long-run effectiveness of this program.

Regardless of the outcome of PIRATE and the other programs, it appears that the EU is
genuinely concerned that historic network integration not be lost through transport privatization.

Its recognition that transit integration is a complex issue involving many players and outside
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factors is reflected in its comprehensive funding of these programs and their associated
discussions at the policy level.
2.2 Interorganizational Coordination

This area of research primarily focuses on the manner in which organizations, such as
public or private transit providers, interact in theory and in practice, to achieve a set of common
objectives. In many markets, these objectives are met through the efforts of numerous parties,
i.e., interorganizational networks are often central to the success of systemwide proposals. The
level of transit integration in an area is not only a function of the demand for transfers and the
degree of management or regulation imposed on local providers, but also, the manner in which
individual transit operators choose to interact with their fellow operators and with local or
metropolitan authorities.

In addition, integration is largely subject to the levels of service interdependence existing
between transit providers in a specific area or corridor. Where there is a need to coordinate
individual actions within common areas of service interchange, be they physical or institutional in
nature, there are opportunities for tying together these individual services into a single, complete
travel alternative. In addition, from the standpoint of the service provider, even in situations in
which transit operators co-exist in an open system (e.g., with limited regulation), route and
service planning is to some degree based on the decisions of other operators.

2.2.1 Public Management Approach

A limitation of traditional approaches to integration is that they often lack an
interorganizational component that will guarantee the coordination of operators and some form of
collective implementation. In response to this limitation, some researchers have noted the
importance of a public management approach to integration that considers the institutional
aspects of interdependence between competitors and the behavior of public and private actors

under varying circumstances (NEA et al 2003). Experience has shown that some positive results
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in the area of integration can be achieved where an attempt has been made in the past to bring
players together to discuss a common set of issues. Without communication and negotiation,
neither a free market nor a heavily regulated system will necessarily produce a situation that is
optimal for both operators and passengers.

A number of experts have attempted to categorize the different forms of collaboration
between individual actors. In particular, Davidson and Lindfield (1996) identified three principal
levels at which service providers work together: integration, coordination and cooperation.
Cooperation, the most basic level of collaboration, merely requires a will on the part of all parties
to work together and forge some sort of flexible arrangement that will achieve a common
objective, i.e., based on trust, good information and continued goodwill among players.
Coordination, a more formalized level of collaboration, involves more complex issues and
requires formal procedures and some involvement on the part of organizations. Finally,
integration refers to the most regulated of the three forms of collaboration, a formalized decision
making system and set of procedures for working effectively and efficiently (e.g., as if operating
as a single entity).

Indeed, past research has shown that these sorts of coordination issues are not solely found
in transport, but rather, are characteristic of a number of sectors, such as water provision or urban
infrastructure development. In general, it is often assumed that integration will somehow occur
automatically, that it will always be desirable, and that it will produce better quality services
(Davidson and Lindfield 1996). The benefits of integration and its possible trade-offs need to be
fully understood, and communicated to all operators and authorities concerned. In fact, there
most probably will be some tension among operators and between this group and the transport
authorities. Davidson and Lindfield suggest that one way to avoid much of this anxiety and
facilitate communication is to advocate some form of management that prevents integration

efforts from being undermined.

31



One clear message coming out of the management literature is that in most cases,
coordinative plans and actions cannot be expected to automatically materialize. Even where there
are common objectives or goals, there will need to be extensive debate and negotiation between
the principal players (NEA et al 2003). It is pointed out that micro-economic theory assumes
equal access to information, which in practice, does not exist. In addition, the transaction costs
associated with the coordination of individual entities is often downplayed. NEA and its partners
suggest promoting forms of working together that can lead to “mutually beneficial actions,”
however, they suggest that the relative ease of achieving integration will depend on a number of
outside factors impacting operators, such as historic ties as well as the institutional environment.
It would appear then that while collaboration can be encouraged, many of these factors are
indeed, beyond the control of policymakers.

2.2.2  Collaborative Planning

There is now a significant body of literature supporting the argument that successful system
integration is much more effectively achieved through collaborative planning among stakeholders
(e.g., operators and authorities), than it is through hierarchical restructuring. Authors such as
Innes and Booher (2003), Chisholm (1989) and Alexander (1995) have highlighted the
importance of breaking down institutional barriers that prevent actors from working together to
resolve differences and negotiate agreements, and advocate the development of professional
capacity among operators. While much of this research has been undertaken in the United States,
the British case provides a unique opportunity to explore the role of formal and informal channels
of communication in the integration of transit services.

In the past decade, Innes and Booher and others have explored the failures of institutions to
provide local governance. They have argued that in many cases, this lack of organizational
capacity to deal with “crisis, uncertainty and change” stems from a common assumption that

problems are predictable and can be solved on a piecemeal basis, when in fact, problems are often
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complex and still evolving (Innes and Booher 2003). This example can certainly be applied to
the deregulated transit markets outside of London, in which competition has brought reductions
in fiscal costs, but where changes have brought some uncertainty to the passenger.

Indeed, the collaborative forms of planning proposed by Innes and Booher have relevance
to transit integration in these areas. This engagement of public and private sector players in the
coordination of transit services is certainly discussed in the Transport Act 2000, however, it is not
clear that sufficient incentive is actually given to the players to integrate resources (U.K.
Parliament 2000). That is to say, Central Government has not adequately provided the
framework for this diverse set of transit players to work together in a self-organizing, adaptive
fashion to resolve many of the coordinative issues confronting local transit systems, particularly
in the Metropolitan Areas.

In Coordination Without Hierarchy, Donald Chisholm performs an extensive analysis of
the San Francisco Bay Area transit system, a multi-operator network of bus, train, metro, light rail
and ferry services (Chisholm 1989). He explores the importance of facilitating formal and
informal integration between transit organizations so that they communicate with one another and
work collectively to identify and eventually, respond to common issues (e.g., coordinated
schedules). Chisholm rejects the notion that a hierarchical structure (“top-down” approach) is the
sole option for ensuring integration, arguing that it forces a set of predetermined strategies on
private operators, ultimately, affecting their ability to make market decisions. Instead, he favors
flat, interorganizational coordination, in which operators work to solve specific integration
problems (Chisholm 1989). He concludes that, contrary to widespread belief, informal aspects of
organization are “not only powerful determinants of behavior within and among organizations,
but also, possess characteristics rendering them effective for such tasks as coordination.”

While Chisholm’s book primarily focuses on transit integration among publicly-owned

transit operators, his arguments are equally applicable to many privatized markets where at least
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some degree of operator interdependence exists (e.g., informal interchange between bus services).
His aim is to show how best to achieve interorganizational integration, employing both formal
and informal mechanisms. It is argued by Chisholm and others that due in large part to the
constraints of protocol, many formal channels of integration are in fact, time-consuming and
circuitous and often become ineffective in dealing with day-to-day issues. Informal ties between
individuals of different institutions provide the necessary flexibility to resolve changing
circumstances and needs central to successful interdependence, primarily because they directly
involve the parties responsible for effecting the change (Chisholm 1989).

Similarly, Alexander writes of the virtues of encouraging informal linkages between
organizations, however he points out that this form of coordination does not always yield positive
results. He argues that it is not static, but rather, is characterized by turbulence, as conditions
change and the introduction of new players (and new examples of interdependence) brings
modifications to bilateral and multilateral relationships. In contrast to Chisholm, however,
Alexander believes that researchers must be cautious and not put too much faith in informal forms
of coordination (Alexander 1995). He believes that, as in the case of formal coordination, only
the successful cases are actually reported, and that there are probably unsuccessful examples that
never are reported. Nevertheless, Alexander does agree that informal coordination can be
beneficial to the network as a whole, particularly when it involves a relatively small number of
interdependent organizations (e.g., a half-dozen). He too, believes that it plays a supplemental
role to formal coordination structures.

As a follow-up to this research on institutional interdependence and collaborative planning,
this study examines the role of public and private transit providers in improving integration in the
deregulated, urban markets outside of London. If greater integration is dependent upon
negotiation and informal linkages, is the newly-formed transport planning process capable of

bringing change to interoperator integration? What are the proper mechanisms for encouraging
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greater integration between operators in the case cities, and what have the Central Government
and local authorities done to strengthen informal ties?

This study explores metropolitan efforts to maintain or improve integrated transit services
under three distinct regulatory frameworks: pre-1998 deregulation in the Mets; the “hybrid”
situation that has evolved there since 2000; and ongoing regulation (e.g., competitive tendering)
in London. While all three of these regulatory arrangements have been studied in the past, little
has been said of the management approaches covered in this section. This study seeks to identify
the structural implications that these regulatory systems have had for transit operator
interdependence and the level of operator input into the planning and integration of transit,
allowed in each area.

2.3 Transport Planning and Regulation in Britain

While transit services in Britain have generally been more comprehensive than those found
in Canada and the U.S., some authors argue that they have also been characterized by alternating
periods of public and private sector control, with significant shifts in British transport policy. As
auto ownership increased and transit ridership fell in the 1950s and 1960s (see Figure 2.1),
Britain began to subsidize its transit services and to take over failing rail and bus operations
(Gomez-Ibafiez and Meyer 1993). Some experts argued that transit “should not simply operate as
a commercial undertaking,” but also “promote social planning” through the cross-subsidization of
unprofitable routes (Ponsonby 1969). Nevertheless, between 1972 and 1982, revenue support
grew from £10 million to £520 million, while transit ridership declined (Banister 2002).

The existing body of literature covering deregulation and privatization in Britain primarily
focuses on the economic performance of transit operators, i.e., in light of recent changes to the
regulatory framework. The principal debate has been over whether past institutional changes
have yielded the economic incentive necessary for the improvement of trip quality. The general

consensus seems to be that a tradeoff exists between service innovation and economic efficiency
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Figure 2.1 Passenger Transport in Britain by Mode, 1958-1998
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on the one hand; and systemwide planning on the other. Many argue that the latter should take
priority over the former, especially in light of the widely held contention that transit service is a
public good. It is unclear, however, what options the government really has for controlling the
private sector.

According to Mackie and Preston (1996), while passage of the Road Traffic Act 1930
established public control of the bus industry, it encouraged the creation of monopolies and urban
networks, including systemwide fare structures, restricted entry, and quality control of vehicles.
This regulation was viewed as necessary to ensure customer safety, however, it tended to favor
certain sectors over others, and often, prevented efficient bus operation. Private interests were
responsible for the design and development of Britain’s early rail and tram networks; however, by
the mid-20" Century, private bus operators had experienced financial difficulties, prompting the
widespread takeover of operations by the public sector and increased public subsidies to transit
(Gomez-Ibafiez and Meyer 1993). In the 1960s and 1970s, rising levels of subsidy to transit
eventually prompted Central Government to encourage the private sector provision of transit
services.

2.3.1  Prior to Privatization

A key objective of the Transport Act 1968 was to improve urban mobility through
transport-land use integration and metropolitan-level planning. This legislation was developed in
response to rising concerns that the public sector was not doing enough to foster comprehensive
transport planning in major cities, particularly in light of the Buchanan Report and its calls to
regulate auto use. This classic study examined local traffic patterns and the likely implications
that road construction and increased congestion could have for the quality of life in urban areas
(Buchanan 1963). It generally concluded that autos should be accommodated to some degree, but
that private vehicle use needed to be carefully regulated through the introduction of parking

policies, road charging and improved transit. This comprehensive, multi-modal approach to
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transport management influenced the Act, as did the development of new traffic modeling
techniques (e.g., based on land use inputs).

Thus, the Transport Act 1968 effectively introduced a new framework for metropolitan
transport planning, strengthening public sector support for transit. For example, it introduced
direct revenue support for bus routes in Britain, encouraged the expansion of concessionary fares
for the elderly and disabled, and directed local transport authorities to improve interoperator
cooperation (White 1995b). In the early 1970s, Passenger Transport Authorities were established
in the largest Mets to coordinate transport and land use planning, similar to what had been done
earlier in London (Beatty and Haywood 1997). See Appendix B.

In the 1970s, buses operating in many of Britain’s largest cities were municipally owned,
while those in smaller towns were often operated by subsidiaries of the National Bus Company, a
wholly-owned state corporation. At the time, bus routes were operated under a system of licenses
issued by Traffic Commissioners. This system of local government regulation was established in
the 1930s to moderate what was then viewed as increasingly fierce competition between bus
operators (Cartledge 2002).

Between 1968 and 1986, while operators were tightly controlled by the public sector, a
great deal of progress was made towards introducing the integration of services and facilities
(e.g., Travelcards, improved interchanges). By the beginning of the 1980s, bus ridership in most
Mets had either stabilized or increased, reversing past trends. Even though the cost of public
sector service provision had increased, the PTAs continued to attract riders to transit through
development of an integrated, multi-modal network of services, including integrated routing,
scheduling and through-ticketing (Tyson 1995).

2.3.2  Since Privatization
In the past two decades, there has been a worldwide trend toward the privatization of public

services, for the purposes of improving market competition and product quality. A number of
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countries have embarked on the privatization of many urban services (Sclar 2000), such as
electricity, water and waste management, as well as the design and operation of air, rail and bus
services. In addition, privatization and its related efforts have often led to a rise in the
liberalization of transport services, i.e., the lifting of controls. Two examples of these efforts are
the deregulation of the airline industry in the U.S., and the “concessioning” of port activities in
Argentina (Estache and de Rus 2000).

In the case of the airline industry, deregulation was introduced in the United States in the
late 1970s as a way of liberalizing airlines from strict price, quantity and quality controls.
Proponents argued that these regulations often prevented the airlines from differentiating fares
and services and generally changing their mode of production to become more efficient (Bailey et
al 1983). This policy of deregulation, which was eventually adopted in many other countries,
including Britain, allowed for airlines to realize economies of scale in the size of aircraft used and
the reorganization of passenger services into “hub and spoke” systems (e.g., reducing the average
number of direct flights and achieving higher levels of occupancy).

While airline deregulation was said to have generally brought positive results, it also
generated some less favorable impacts. For example, fares were lowered on the busiest corridors
(e.g., Chicago to New York, Los Angeles to San Francisco), resulting in greater choice; and
airport hubs were restructured to offer better integration between flights. In addition, new, low-
cost airlines offered discount fares to secondary airports in medium to large markets. While
safety was maintained, there were some clear disadvantages resulting from deregulation, namely,
a rise in prices and the loss of regular service in smaller markets, a rise in the average number of
transfers needed to complete a trip, and the collapse of many smaller airlines (Powell 2001).

The conservative Thatcher Administration initiated an effort in the early 1980s to contain
public expenditure through the privatization and/or deregulation of public services, including

water transport, airport operations and bus transit. In response to rising transit subsidies and
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decreasing ridership in a few markets, the Transport Act 1985 called for the break up of the
National Bus Company. In London, this process entailed the awarding of contracts to private
operators through a competitive tendering process, subject to regulation; whereas, in the Mets, it
also included the deregulation of bus services and a reduction in subsidies. These policies limited
the role of PTAs in comprehensive transit planning (Gomez-Ibafiez and Meyer 1997).

Competitive tendering was introduced by London Regional Transport (LRT) on corridors
previously operated by subsidiaries of the publicly-operated London Transport system. That is to
say, LRT was transferred from local government to Central Government control in the mid-1980s
and underwent a process of commercialization whereby the agency was split into three divisions:
buses, underground and engineering. The London Buses division was initially responsible for the
bidding of the privatized bus routes (Mackie and Preston 1996) . Gross cost contracts were
awarded to private operators based on a set of requirements related to financial stability,
experience in the field and operational capability. This type of contract guarantees that operators
are paid for the delivery of a specific set of services, however, operators are required to turn all
farebox revenues back to the contracting agency, in this case, London Transport.

In the case of London, these gross cost contracts also included financial penalties for poor
performance with respect to mileage operated, schedule adherence and revenue collection. In
addition, a set of selection criteria was developed to place emphasis on service provision,
innovation, marketing of fare instruments, and coordination with other operators. According to
Higginson (1991), this contractual arrangement clearly benefited large operators, which normally
boasted larger and more modern fleets as well as significant marketing and product development
budgets than their smaller competitors.

In the publication Buses, proponents claimed that deregulation would reduce costs, increase
interoperator competition, and improve resource allocation (Mackie et al 1995). Some

proponents argued that with these changes, local bus markets would be contestable and fares
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would account for marginal costs, i.e., true competition would force operators to respond to
customer need. They believed that deregulation would cut costs, increase productivity and
improve service (Beesley and Glaister 1985).

In response to this push for deregulation, Gwilliam et al (1985) challenged many points
presented in Buses. They argued that competition would be limited to a small number of large
operators and that system efficiencies would only be realized under a truly contestable market,
i.e., where entry barriers do not exist. They predicted that monopolies would ultimately dominate
markets, and that large companies would raise costs and cut service on the least profitable routes,
adversely impacting disadvantaged passengers. They claimed that competition might develop in
profitable corridors, but that ridership would decrease as a result of poor coverage, high fares and
a lack of integration (Gwilliam et al 1985).

In fact, past transit industry reports have shown that deregulation generated both positive
and negative impacts on the sector. For example, while some transit service levels in the Mets
initially rose and operating costs fell, average industry wages decreased significantly and cost per
passenger in most areas remained constant (Mackie et al 1995). In addition, transit ridership fell
in the Mets (see Table 2.1), not only as a result of widespread increases in passenger fares, but
also due to other, external factors (e.g., increased auto ownership).

Similarly, Gwilliam et al (1985) correctly predicted that competitive tendering in London,
i.e., urban bus privatization with government regulation, would preserve the benefits of integrated
services. Clearly, London outperformed fully deregulated markets in a number of areas:
operating costs declined in the capital, while ridership stabilized and cost per passenger declined.
Competitive tendering in London produced a more contestable market, as small operators were
more successful at competing for contracts.

In contrast, under deregulation, some large operators came to dominate specific corridors

through predatory practices, limiting small operators to the socially-necessary services contracted
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by the PTA. This may be a reason why prices drastically increased in some Mets. Ironically,
Hakim et al (1996) argue that it is not competition that keeps monopolistic prices down, but
rather, the threat of competition. This point was supported by McCullough et al in their study of

cost efficiency trends (McCullough et al 1998).

Table 2.1 Urban Bus Ridership and Auto Ownership in Britain, 1985-1998

BUS RIDERSHIP* AUTO OWNERSHIP**

METRO. AREA 1985 1998 A 85-98 1985 1998 A 85-98
Greater Manchester 136 84 -38 % 248 403 +63 %
Merseyside 200 106 -47% 209 312 +49 %
South Yorkshire 259 103 - 60 % 217 331 +53 %
Tyne and Wear 248 137 -45 % 188 282 + 50 %
West Midlands 182 134 -26% 262 415 + 58 %
West Yorkshire 141 88 -38% 250 344 + 38 %
All Mets 182 107 -41 % 246 363 +48 %
Greater London 169 180 +7 % 321 363 +13 %

* Annual trips per inhabitant ** Autos per 1,000 inhabitants

Sources: DETR 1999a, DETR 1999¢

Despite London's success at effecting increases in bus patronage, a number of critics feel
that system performance in London could be further improved through the introduction of
systemwide modifications, such as greater flexibility in developing schedules and routing, based
on minimum frequencies and corridor coverage (White 2000, Chartered Institute of Transport
1994). Others point out that privatization and deregulation have also coincided with a decline in
transit share in Britain, particularly in the Mets.

While changes in mode splits can be attributed to a number of factors, many experts believe
that decreasing levels of planning and integration may have contributed in part to increased
motorization, at the expense of transit (Goodwin 1993). For example, after the introduction of
deregulation in 1986, the PTE no longer played a key role in the collective planning of transit

services. The resulting confusion over service changes as well as the gradual deterioration of
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intermodal integration led many passengers to lose confidence in the system and to depend on
autos for their daily travel (Tyson 1990).
2.3.3 Impacts on Integrated Services

Prior to the Transport Act 1985, there was a clear trend toward greater integration of transit
fares, routes, and information. While London, largely because of its size, historically had the
largest network of transit services and the most comprehensive transfer system in Britain, other
regional cities also boasted well-coordinated transit networks featuring key intermodal links
between bus and rail services (e.g., Tyne and Wear).

After 1985, many of these interline services were lost as private operators were not required
to cooperate with their rivals and PTAs were no longer able to effectively promote interoperator
integration. Any agreements with the operators had to be registered with the OFT, and deemed to
be in the public interest. The Competition Act 1980 restricted most contact between operators,
fostering territorial rivalries. In an effort to promote competition and exert control over the
industry, the OFT and the Competition Commission (CC) invoked this Act to prevent collusion
(e.g., price fixing) between operators. Consequently, this Act further discouraged interoperator
integration.

Consequently, during the first year of deregulation, most Mets witnessed the
discontinuation of local Travelcards and the introduction of operator cards. Bus operators were
discouraged from operating joint timetables because it was seen as anti-competitive (Simpson
1996), and some bus operators initially bypassed transfer points. According to Tyson (1990), the
PTAs had provided three key elements that the market failed to deliver: transfer facilities,
passenger information, and interoperator ticketing.

2.3.4 Labour Party Response to Integration Concerns
The British transport reforms of the late 1990s included efforts to improve transit service

planning and integration. While past governments had focused a great deal of attention on
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financial performance and cost reduction, the Blair Administration has attempted to address
passenger needs. It has expressed concern over transit service in Britain, prompting renewed
interest in the integration of bus and rail services in the major cities. Thus, the recent British
reforms constitute an attempt to implement integration schemes (in the face of barriers raised
under deregulation) by empowering Mets with the authority to develop plans that promote
interagency cooperation through a series of reciprocal measures.

Among the principal policy initiatives of the 1998 Transport White Paper were
improvements to transport infrastructure and operations; traffic restraint; integrated land use
planning; and intermodal planning. Through a multi-modal approach to investment, it included
many new strategies for investing in infrastructure and improving integration. In addition to
specific strategies for bicycle, pedestrian, bus and rail, the document promoted the concept of
“seamless journeys” through better transfer facilities; simpler fare structures; through-ticketing;
and better service information (DETR 1998).

Under current arrangements, the Local Transport Plan (LTP) serves as the principal vehicle
for implementing the government's integrated transport policy. While a number of communities
in Britain, including Leeds and Surrey (Ashiru et al 2000), developed pilot LTPs in the 1990s, the
Transport Act 2000 expanded the process to all areas of England, promoting community
participation in the development of strategies and partnerships. Each local authority or PTA is
responsible for submitting an annual LTP detailing transport priorities and funding needs (see
organizational structure in Figure 2.2).

In concert with rail plans, each LTP is required to establish a five-year Bus Strategy for
reducing the adverse impacts of the auto and promoting the attractiveness of transit. In each Met,
this Strategy must contain policies requiring that bus services meet the transport needs of local
residents; that these services meet standards set by the PTA; and that additional bus-related

services and facilities be provided as the PTA sees fit (U.K. Parliament 2000). For example, a
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Figure 2.2 Transit Integration in Britain: Formal Institutional Structure
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Strategy might focus on such interrelated issues as network access, affordability, reliability,
information provision and integration.

By containing increases in motorization throughout Britain and providing feasible
alternatives for the transit passenger, these Bus Strategies place a great deal more emphasis on the
effective operation of local bus systems, with proposals for Quality Bus Partnerships, bus priority
systems, through-ticketing arrangements, and further review of transit smart card deployment and
expansion. The document suggests that busways be planned in conjunction with light rail transit
schemes, a more cost-effective approach to infrastructure provision.

Quality Bus Partnerships constitute voluntary or statutory arrangements between local
authorities and operators to improve the quality of service, as specified in the Bus Strategy.
Under this partnership agreement, authorities are responsible for making street improvements that
facilitate bus operation along certain corridors; and in exchange, the transit operators using these
facilities are responsible for providing better, more dependable service to the public.
Theoretically, QBPs permit authorities to set quality standards in exchange for improved
infrastructure facilities and smoother operation (U.K. Parliament 2000).

Quality Bus Contracts go a step further in requiring that operators bid for local routes
through a competitive tendering process that establishes a specific set of service standards for
specific corridors (DETR 1998). In effect, these Contracts are widely viewed as a form of bus re-
regulation and appear to be under consideration in a few smaller transit markets. For example,
Nexus has discussed applying this concept in at least one poorly served area, while the SYPTE in
Sheffield, has seriously considered applying this set of standards regionwide.

The 1998 Transport White Paper also encouraged the creation of QBPs, accords through
which local governments and operators can work together to deliver services. Ideally, it was
envisioned that these collaborations could provide a smoother transition between trip segments by

improving points of transfer (interchange); ensuring greater reliability through up-to-date
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schedule information from operators; and providing passenger information by Internet or
telephone. This focus on better intermodal connections is consistent with the document’s broader
objective of discouraging solo driving.

Nevertheless, as previously mentioned, some industry experts are critical of these
partnerships and contracts. For example, some assert that Partnerships are anti-competitive,
benefiting participating operators (e.g., often, larger companies), to the detriment of other
operators in the corridor. While QBP supporters point out that these partnerships are voluntary,
i.e., that other operators can join in at any time, critics argue that partnerships often help
strengthen territorial dominance by large, influential operators, particularly nationwide bus
companies (see Appendix C). This would appear to counter Central Government’s commitment
to encourage greater competition between providers.

In the case of Quality Contracts, critics see them as a step in the direction of transit re-
regulation and greater government control of the industry, reversing a trend toward systemwide
subsidy reductions and market contestability begun in the 1980s (Hibbs 2000). With Quality
Contracts, authorities would prescribe specific standards of service, limiting the operator’s
latitude to modify routes and timetables, in response to perceived demand. However, some critics
of Quality Contracts doubt whether they will allow for the system to adjust to market changes,
i.e., offering a product that is useful and attractive to specific types of passengers.

2.3.5 Challenges to Implementation

While the 1998 Transport White Paper represented an attempt to provide an integrated set
of travel alternatives, some argue that it overstated the case for using transit as an instrument for
dealing with traffic congestion. Clearly, transit could be improved to benefit passengers and to
provide feasible options to some motorists; however, cross-elasticities between private vehicle

and transit are low, and a significant proportion of freight and passenger trips cannot be placed on
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transit. Critics argued that planners should focus resources on service areas where cross-
elasticities are easier to predict (Newbery 1995).

On the other hand, by strengthening public participation in the LTP process, Central
Government may avoid overestimating transit demand and allow local authorities in the Mets to
design Quality Bus Partnerships that effectively respond to the passenger and establish valuable
links between operators and public authorities. Transport documents, such as the 1998 Transport
White Paper, or its daughter document, From Workhorse to Thoroughbred: A Better Role for Bus
Travel, have provided some guidance and flexibility to both of these groups in the negotiation of
service contracts (DETR 1999b).

Outside of London, it appears that the future direction of transit service planning, in
general, and integration, in particular, will depend on the stability of QBPs in the Mets, the scope
of future LTPs in the Mets, and the status of evolving agreements between authorities and
operators. While the Transport Act 2000 introduced legislation supporting the role of local
governments in the provision of transit services, it did not greatly alter the deregulatory
framework, except where local governments decided to impose conditions (DETR 2000b).
Between 2000 and 2003, it seemed that these local authorities were willing to wait and see if the
new LTP process could generate the necessary changes to improve transit services (e.g.,
integration) and attract riders; however, more recently, experts have begun to question this
decision (PTEG 2003).

Since most provisions introduced by the Office of Fair Trading to preserve a competitive
environment are still in effect, some Mets may be reluctant to impose integration requirements for
fear that government will curtail their powers. For example, while regional, multi-operator
Travelcards have continued, the OFT (1991) concluded that “any agreement on prices or service
levels involves market-sharing or price-fixing,” and is anti-competitive. It has permitted fixed

pricing for multi-operator cards, but forbids it for other tickets (OFT 2001).

48



Metropolitan authorities have been cautious not to alienate transit unions, which primarily
represent workers at the five largest bus groups and many of the rail franchises. The Transport
and General Workers’ Union (TGWU), an umbrella group, has demanded favorable working
conditions for its workers, prompting large bus companies to argue that more attention should be
paid to returns on capital, cash flow and other tools with which to maintain worker wages at an
acceptable level, and appease company shareholders. While authorities must protect passenger
interests, they also must guarantee that integration does not unfairly burden transit operators.

2.4 Conclusions

A significant amount of literature has been written on transit integration and regulation, not
only in Britain, but also, in many other parts of the world. Many of these studies have either
looked at the physical or technical requirements for designing transit facilities at major nodes
(e.g., interchanges); or the economic implications of linking together a number of common
services through fare and timetable integration, i.e., for the benefit of the operator and passenger.
Others have explored ways of minimizing the effects of time and cost penalties on the passenger
through land use and facility designs. All of these studies have contributed to a better
understanding of the phenomenon under study.

Furthermore, the existing literature provides a foundation from which to explore a number
of traditional assumptions and theories concerning transit coordination. For instance, it is widely
assumed that integration is only possible under tight government regulation. However, in some
respects, this assertion is counter-intuitive if, in fact, free market systems could theoretically
allow for greater flexibility in the provision of services, and perhaps, coordination where it is
deemed necessary. Conceivably, an authority keen on providing guidelines for improving
coordination could generate interest in coordination and the benefits it has to offer through
management of a lightly regulated system. There are, however, other mechanisms at work that

often prevent integration from reaching an optimal level.
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Few studies have approached integration from both a planning and an interorganizational
perspective. Where a fair amount of planning has recently been devolved to local areas in
Britain, it is important to analyze what integration policies have been proposed and precisely
what they have achieved, if anything. Similarly, from the standpoint of the transit operator, it is
important to explore the interorganizational mechanisms and incentives necessary to achieve
integration at the metropolitan level. That is to say, past experiences suggest that in the absence
of most forms of regulation, private operators often need a “raison d’etre” for coordinating with
other operators. What benefits can they receive from such an arrangement? Surely, there have
been cases where even under deregulation, there has been some interest in coordinating certain
services (e.g., the establishment of Network Tickets in Tyne and Wear after deregulation).

While areawide Local Transport Plans and Bus Strategies in Britain have great expectations
for the future of intermodal links and cooperation, ultimately, it may be the private operators
themselves that decide whether the potential benefits stemming from changes in government
transit policy actually outweigh the costs of working with competitors. While its original intent
was to prevent market dominance and promote competition, perhaps it can be argued that the
Competition Act is yet another cost imposed on the operator, adversely impacting the full
integration of privatized services. How useful are LTPs in this context?

Outside of Britain, there are other examples of efforts to integrate privatized transit
services, primarily in the industrialized countries. ~While Germany, Australia and some
Scandinavian Countries have successfully introduced privatization to integrated transit systems, it
is interesting to note that a number of middle income countries have also attempted to improve
integration of privatized transit systems. Chapter 4 provides a look at two cities in middle-
income countries that have attempted to promote greater integration as part of a larger plan to
restructure privatized markets. One common aim of these efforts is to make transit more

accountable to passengers, most of whom heavily depend on bus and rail services.
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CHAPTER 3: THEORETICAL CONSIDERATIONS

Past studies have explored the advantages and disadvantages of integration, however, much of
this work has primarily dealt with regulated transit markets. It is widely asserted that unless
government consistently regulates transit operations at the local or metropolitan level, little
systemwide planning and integration will be carried out. It is pointed out that in a competitive
environment, private sector operators seek to maximize their profit margins and expand their
service markets. Without adequate government incentives, they are more concerned with their
own routes and less concerned with providing ties to other, competing services.

In fact, some operators fail to regard transit as a public good and view integration as yet
another requirement imposed on them by local government. For example, transit markets in
Britain were privatized and deregulated in 1986, with a reduction in subsidies. This policy
effectively led to a decrease in transit ridership in the Mets between 1986 and 1998, and the
withdrawal of integrated services, such as interoperator tickets and shared interchanges. In turn,
these adverse impacts have probably contributed to a rise in auto ownership during this period
(e.g., a 60 percent increase in West Midlands).

3.1 Problem Definition

The post-1998 changes in British policy present a unique opportunity to assess the
evolution of collective transit planning and its impacts on interoperator integration under
deregulation. It is helpful to identify local factors and mechanisms that influence the planning
process; and to analyze the development and implementation of specific strategies for providing
integrated services (e.g., accessible interchange at key nodes). In addition, a close study of recent
development projects could reveal the level of importance that local interests give to integrated

planning.
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The central question to be dealt with in this study is whether the recent transport reforms, as

manifested through the implementation of Bus Strategies and Quality Bus Partnerships, are

successful in bringing improvements to transit integration in the Mets outside of London, i.e.,

where up to 10 percent of all transit trips require at least one transfer. This research will seek to

reveal what qualitative and quantitative changes, if any, are discernable in the Mets. In response

to these findings, the study will discuss the implications of greater metropolitan-level integration

of services and present a set of policy recommendations for improving transit connectivity, one of

the central themes of the 1998 Transport White Paper and its “Integrated Transport” focus.

3.2

Research Questions

In an effort to understand the role transport planning plays in the provision of integrated

services in the Mets, this study will seek to answer the following questions:

L.

2.

33

What is integration and how is it beneficial?
What is the existing level of integration in the case cities and is it optimal?
In the Mets, what are the principal barriers to transit integration?
What planning resources (e.g., guidelines) are available to local authorities to guarantee a
minimum level of integration?
What particular strategies have Mets employed to encourage/engage operators?
What are the prospects that Mets will achieve many of the integration objectives set forth
by Central Government?
What insights regarding the recent experience of transit integration in Britain could prove
useful to other cities?
Principal Research Goals and Objectives

The principal goal of this research is to determine to what extent transit planning and

integration can or should be promoted in a deregulated environment. For example, it is not clear

whether the LTP process can effectively achieve greater integration between service providers, as
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government funding is limited and the Competition Act 1998 places its own set of restrictions on
the types of integration permitted. Nevertheless, if the recent transport reforms can forge fruitful
partnerships between transit players and improve network conditions for both the operator and the
passenger, this process could serve as a model for privatized transit systems. In order to
determine to what extent national transport policy and local transport planning processes appear
to be affecting integration, this study proposes to do the following:

e summarize the nature of integration before deregulation;

e identify initial changes to service integration after deregulation;

e study local factors affecting the development of Local Transport Plans (e.g., political,

institutional);
e analyze the development of integration schemes within the context of Bus Strategies;
e cxamine the organizational dynamics and negotiations involved in forging local
partnerships (between operator and between operators and authorities);

e explore the nature of integrated services in Partnership areas; and

e suggest changes to existing local efforts and transport policies in Britain and abroad.
3.4 Research Propositions

Consistent with our research questions and goals/objectives, a set of propositions will be

developed to test the effectiveness of British reforms in restoring collective planning and transit
service integration. Based on the problem definition, the following propositions are employed as
parameters for the broader discussion of formal and informal integration of services and the
resulting service changes to the network:

1. The larger the number of private operators serving a particular transit corridor or set of

interchanges, the more difficult it is to establish interoperator integration;
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2. While the Transport Act 2000 encourages the creation of interoperator integration
projects, the Competition Act 1998 places severe restrictions on interoperator fare
schemes, deterring many operators from participating in fare coordination schemes;

3. Integrated operations (e.g., physical integration) will not expand unless private operators
are given the freedom to negotiate arrangements, and give input into integration schemes;

4. Generally, informational integration is the least threatening form of cooperation to
operators; however, it can also incur significant costs to metropolitan authorities, such as
in the deployment of real time systems.

3.5 Research Observations

While transport policy reforms introduced by the Blair Administration have primarily
focused on encouraging Mets to take a comprehensive approach to improving access to key
economic activities, this research aims to determine whether this grassroots approach to planning
(e.g., the formal ties and informal linkages that it produces in each Met) can achieve the level of
integration necessary to make transit more attractive. Clearly, future improvements to the
metropolitan transport system will depend on the coordinative planning and implementation of
LTPs and their integral components, such as Bus Strategies and focused efforts to improve
integration. However, these improvements will also require a long-term funding commitment
from Central Government that has historically been difficult to secure. In addition, local
authorities outside of London have had limited success in generating new revenue.

In defining the project, it is not only important to address the formal agreements reached by
the operators and local authorities, but also to highlight the role of informal linkages between
operators in the improvement and continued support of transit integration. In effect, this study
seeks to determine whether this new planning tool and its resulting strategies for improving local
transit service connectivity can create a sort of self-regulating system in which service integration

can be improved as it has been in London under formal regulation. The success of this
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experiment will depend greatly on political will and the ability of each Met to provide both
formal and informal channels of engagement.
3.5.1 The Regulation-Integration Link

Past experience has shown that integration is most easily achieved where the local transit
market is regulated, however, it does not necessarily hold that in a privatized environment,
regulation allows for an optimal level of service innovation. Regulations can create conditions
that alter the competitiveness of an operator, or favor certain operators over others, adversely
affecting the mix of providers and potentially, the provision of transit.

The 1998 Transport White Paper attempted to implement measures that could encourage
local control over transit planning and service integration, so that bus operations would respond
to not only efficiency requirements, but also passenger concerns. However, while many of these
strategies could improve coordinative efforts and increase transit access to a larger catchment
area, some experts argued that they would do so at the expense of private transport, producing
negative impacts on the economy. Clearly, this concern was reflected in the Competition Act
1998, legislation that has implications for a number of sectors, including transport.

In response to the 1998 Transport White Paper, some local areas have sought to address
transit integration through the development of Quality Bus Partnership strategies (Nottingham
City Council 2000), while others have made a case for developing a separate set of objectives for
integration, as part of the LTP process (Tyson 2001). The question is whether Mets can
effectively use this planning process to gain the support they need to implement QBPs and restore
some of the benefits of widespread integration. Experience has shown that failure to develop a
community of interest in these transit service reforms can preclude effective service integration
(Chisholm 1989).

One way of comparing integration efforts in the Mets, then, would be to measure the level

of integration found in corridors where Quality Bus Partnerships have been introduced, i.e.,
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Quality Bus Corridors or special areas. These QBCs are transit thoroughfares where the public
sector has been encouraged by Central Government to provide transit infrastructure in exchange
for improved, reliable services. It is not clear that these corridors are any different than the rest,
however, it is predicted that large operators will join these Partnerships and concentrate their
operations in QBCs to take full advantage of public investments and positive press exposure.

Differences in transit integration between QBCs and other areas may be quite obvious in
the near term, but less apparent later on, especially if QBC operators begin to set higher standards
for service quality. According to Bristow et al, it is quite possible that Partnerships will develop
in the most attractive markets. For example, most QBCs will be focused in “areas of mature
competition,” where one or two large companies dominate the market; while smaller companies
may attempt to capture other markets (Bristow et al 2001).
3.5.2 Performance Measures

In order to evaluate the impacts of these recent transport policy directives on transit
integration, it is necessary to establish a relevant framework for analysis. Consequently, this
project will evaluate recent changes in the provision of integrated services against the key
objectives called out in the 1998 Transport White Paper and/or the Transport Act 2000, central to
the development of an integrated system.

Collectively, efficiency and effectiveness measure a system’s ability to provide transport in
a manner that minimizes the use of resources in both the provision of service output and service
consumption (Fielding 1987, Li and Wachs 2000). Efficiency involves the productive execution
of set tasks with a minimum of waste. In the case of transit, this applies to the relationship
between inputs (monetary, human resources) required to produce a specific service and the
outputs produced as a result (miles, hours of service). While the scope of this research project
does not include the quantification of inputs and outputs, a primary objective is to provide an

assessment of post-reform conditions with respect to integration. A qualitative evaluation of the
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services available for offer by each Met should allow us to draw conclusions concerning the
effectiveness of these reforms in improving integration.

Service and cost effectiveness are commonly employed to track the relationship between
product consumption and other, related factors. Service effectiveness charts the relationship
between service outputs and service consumption (total number of passenger trips, miles or
hours), while cost effectiveness measures the relationship between output costs and service
consumption. For example, transit ridership can be employed as a measure of transit
effectiveness, since it generally represents the total number of passengers attracted to a particular
set of services.

In contrast, equity measures are often employed to gauge the degree to which individuals
pay their "fair share" to support the transport system and in exchange, receive their share of
benefits in terms of access to activities and opportunities. In terms of transit, equity can be
measured through the relative cost of these services to the passenger, the level of access to modal
choices, and the extent to which the public is allowed to participate in the systemwide planning of
future services. While these issues are often expressed in qualitative terms, it is often difficult to
draw causal relationships.

In the evaluation of integrated services in the Mets (under Quality Bus Partnerships), a
general set of objectives for improved integration between modes and operators must set the
framework for evaluating changes to the system in each case city. It is important that they
encompass elements that would maximize passenger utility or minimize a specific impact in
transferring between systems. Each objective listed below may have its own set of criteria for
meeting a specific level of satisfaction:

e maximize systemwide integration of information;
e maximize fare integration;

e maximize passenger benefits;
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e maximize route (spatial) and schedule (temporal) connectivity;
e minimize service duplication;
e minimize negative impacts to current service;
* minimize system barriers to transfer (uncertainty, physical barriers)
The data necessary to assess some of the impacts of these variables on transit service
integration was acquired directly from sources in the two case Mets and Greater London,
however, a preliminary assessment determined that many of these impacts can only be measured

qualitatively, through interviews with transit professionals.
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changes prevented local authorities in Santiago from developing an integrated transit network.
As a result, when the first segment of the Santiago Metro was inaugurated in 1975, nothing was
done to formally coordinate this new system with the local bus system. Eventually, the military
regime of Augusto Pinochet implemented a policy of transit deregulation in the late 1970s that
lifted most restrictions on the quantity and quality of bus service provided.

This policy allowed operators to determine fares and routes, effectively discouraging most
forms of interoperator coordination between the Metro and private bus operators. In fact, under
deregulation, some operators openly competed with the Metro, as they did in Tyne and Wear.
This lack of formal regulation and system coordination resulted in an oversupply of transit service
in the 1980s, contributing to severe congestion and poor air quality, particularly in the winter
months when an inversion layer prevents air from circulating. Many passengers taking more than
one form of transport were forced to change vehicles under precarious circumstances, without the
benefits of safety and fare savings.
4.1.2.1 Metrobus Program

In an attempt to extend its catchment area beyond station areas, the Santiago Metro
introduced a formal system of service integration with private operators in 1987. For almost two
decades, this “Metrobus” intermodal service provided fare and physical integration between the
Metro and local bus services at selected Metro stations, often at the end of a line (see Table 4.3).
Since the Metro was legally prohibited from operating bus services itself, the Metrobus Program
was established through a series of bilateral agreements between the Metro and individual bus
operators. In contrast to the Metrobus Program in Caracas, where the local Metro acquired new
vehicles and operated them along different corridors, participating operators in Santiago actually
owned the Metrobus vehicles, but as part of the agreement agreed to have them “branded” in
Metro blue. Similarly, these services were limited to using fixed routes originating at one of the

designated Metrobus stations.
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Collectively, the system transports more than one million daily passengers: approximately, 10
percent by bus, 33 percent by minibus and 57 percent by rail (see Table 4.2).

Spatially, bus and rail services extend out from the downtown core to outlying areas, while
minibus services principally link low-income townships with central areas and major employment
centers. As aresult, in order to complete their journeys, many transit-dependent residents transfer
from one mode to another at one of the area’s almost 200 transit nodes, primarily located near
train stations.

The City of Cape Town (2002a) recently began to record commuter volumes at these
nodes. Table 4.4 (below) lists the eight highest volume interchanges in Cape Town. These data
show that some interchanges handle a very high number of daily commuters. For example, while
Cape Town Central Station handles over ten percent of all interchange commuters, 37 percent
pass through the top eight interchanges. Outside of Cape Town Central, the largest volume of

transfers is at subcenters, such as Bellville, or townships, such as Mitchell’s Plain.

Table 4.4 Major Transit Interchanges in Cape Town

Transit Interchange Commuter Volume
Rail Bus MB-Taxi Total
Bellville Station 64,774 4,058 27,885 96,717
Cape Town Central Station 145,339 16,376 35,410 197,125
Maitland Station 33,536 47 6,000 39,583
Mitchell’s Plain Town Centre 22,918 10,443 40,770 74,131
Mutual Station 65,295 21 1,644 66,960
Nolungile Station 38,932 1,032 24,803 64,767
Nonkqubela Station 43,822 1,449 2,914 48,185
Wynberg Station 21,725 6,444 42,360 70,529
Total: Major Interchanges (8) 436,341 39,870 181,786 657,997
All Interchanges (190) 1,278,845 69,969 410,659 1,759,473

Source: City of Cape Town 2002a.

Prior to the 1990s, transit integration was clearly a secondary concern for apartheid-era

transport planners, as ongoing improvements to local road infrastructure were disproportionately
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focused on the Cape’s affluent communities. Few investments of any magnitude were made to
improve the outdated rail and bus systems, even though a significant proportion of the population
depended on them. Bus companies such as Golden Arrow were given long-term permits that did
not encourage innovation or service improvements. Often, traditional bus services were not
required to serve the townships, leaving local residents without means of transport.

In response to a growing need for transit services in these townships, in the 1970s, Cape
Town and a number of other South African cities witnessed the birth of the minibus taxi industry.
Initially, this mode primarily provided township residents with service to downtown employment
centers, however, services were eventually expanded to accommodate short trips and trips to
other subcenters, such as Bellville. Despite solid growth, in the 1980s the national government
decided to deregulate the minibus-taxis, allowing the industry to further deteriorate in quality.
4.2.2.1 Corridor strategies

Since free elections in 1994, however, there has been an increasing awareness on the part of
the national and provincial governments that a key objective for transport is to make cities
sustainable. In the case of Cape Town, planners and community leaders have determined that the
most efficient way to achieve this objective is through the development of corridor strategies, and
the implementation of a demand management approach. They realize that transport modes in the
Cape Metropolitan Area are poorly linked to one another, and that minibus taxis can and should
play a larger role in the overall supply of transit throughout the area. That is to say, these
strategies are charged with both promoting economic development opportunities along a specific
urban corridor, and also providing an integrated transport system that can support and guide this
growth, providing safe mobility for all. In the late 1990s, the local planners targeted at least ten
urban corridors for development. The Klipfontein Corridor, currently under development, is the
first to be implemented. It is anticipated that others will follow.

In conjunction with the development of corridors, local authorities now recognize that

future investment in transport in these areas must address integration, fully engaging the
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marginalized minibus-taxi industry in the overall supply of transit in Cape Town. In the past
decade, government representatives of the city and province have made concerted efforts to
coordinate the services of rail, bus and minibus-taxi, employing transit corridors as a testing
ground for developing tendering schemes. These systemwide efforts have begun to focus on not
only physical integration, but also fare and institutional integration.

Given that Metrorail plays a key role in the provision of transit throughout the area, some
local planners have suggested that an effective way of improving connectivity between services
in Cape Town would be to develop a rail-based network of bus and minibus feeder routes
(Williams and Kingma 2002). Past experience has shown that investments in vehicle rolling
stock and systemwide ticketing need to be accompanied by improvements in intermodal
compatibility and facility management. For example, to avoid congestion and confusion at major
interchanges, it is important that transit vehicles of different capacities are integrated in a
consistent manner. Fare structures must also be consistent and made transparent to the public.
4.2.2.2  Competitive tendering process

In response to these needs, the federal government’s Transport White Paper (1996) and the
local government’s Moving Ahead (1998) placed emphasis on renewing investment in transit and
reducing travel times and monetary costs for commuters. In a departure from past policy, the
federal government committed itself to opening bus routes, including those operated by Golden
Arrow, to a competitive tendering process (SADOT 1996). Competitive tendering, which was
first introduced in 1996, is seen as a tool with which to reduce subsidies and promote innovation.
Western Cape Province regards tendering as a means through which to achieve “an effective,
efficient, equitable and affordable transport system” (CMC 1998).

A focus of these tendering efforts is to improve intermodal integration through transit
system restructuring; infrastructure expansion; improved service delivery; and both vehicle and
facility enhancements. Authorities point out that system restructuring will yield benefits to

operators and passengers, since route tendering will break up the existing bus monopoly, i.e.,
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increasing network efficiency and reducing the duplication of services. While this competitive
arrangement may immediately encourage innovation and reduce direct operator subsidies, it will
require greater government investment in regulation and coordination.

4.2.2.3  System transformation

Steps toward the transformation and integration of scheduled transit services in Cape Town
are described in the Provincial Land Transport Framework (Western Cape Province 2004), the
primary document guiding land transport in the province. This Transport Framework sets the
stage for the establishment of a bidding process for contracts, based on a specific set of
requirements (e.g., including physical and fare integration). In general terms, the Transport
Framework provides the following guidelines:

e All bus services are to be planned and provided in terms of a contract that specifies
routes, schedules, vehicle types and fares employed;

e The first round of new contracts is to be negotiated between government and the
operators, with the full inclusion of the minibus-taxi operators;

« No bus or minibus-taxi operator is to compete with contracted operators within a defined
contract area;

e Bus operators are to ensure that passengers have reasonable access to transit services
(consistent with social and quality charters).

Since release of the Transport White Paper and Moving Ahead, authorities have led efforts
to strengthen transit integration through the construction of interchanges and shelters, as well as
the system rationalization of services. However, since the three major modes still largely act in
isolation of one another, even physical integration is rather spotty. In response to increasing
demand for integrated services, most efforts have sought to provide connections, primarily
between buses and rail, but also between minibus-taxi and rail. In the former case, bus routes

have been adjusted to serve facilities adjacent to some of the rail stations, including Central
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Station. For example, Golden Arrow has made an effort to provide service capacity for the
transfer of passengers to/from rail during commute hours.

Between minibus-taxis and rail there have also been examples of intermodal integration,
particularly since the late 1990s, when government officials began to address the mobility needs
of residents living in the townships. However, in contrast to bus-rail integration, the focus of
these efforts has been on providing space for minibus-taxi ranks at key stations. Due to their
limited size and volume, minibus-taxis operate at higher frequencies than conventional buses, but
do not always satisfy the demand of passengers accessing rail. The fact that a significant
proportion of the minibus-taxi operators work illegally, without a legal operating permit, means
that local authorities monitor the use of ranks. Many illegal operators congregate in off-site
locations, producing local vehicle congestion, particularly during commute hours.

The Modalink Program, created in 1996 to provide coordination between transit providers,
represents a jointly funded venture between national, provincial and metropolitan transport
authorities that seeks to promote greater systemwide integration. Demonstration projects have
included development of a telephone information center, demand-responsive services for the
disabled, low-floor buses, and transit interchange management (City of Cape Town 2002b). In
the last five years, rail-based interchange facilities have been built at Athlone and Mitchell’s
Plain, however, the program has become increasingly focused on physical integration and is not
actively involved in ongoing efforts to resolve fare or institutional issues.
4.2.2.4  Future prospects

Despite these efforts, many operational and institutional issues need to be resolved.
Problems facing local transit planners have included aging vehicle fleets; unequal levels of
subsidy between modes; rail safety concerns; and rail fare evasion (Clark and Crous 2002). In
addition, transit access for all individuals (e.g., the disabled) is still severely lacking. While there
have been recent improvements in physical route and facility integration, fare coordination is

virtually non-existent, due in part to uneven levels of government subsidy and territorial rivalries.
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Before routes are tendered, modal fare structures will need to be realigned, a move that will
surely require some adjustments to state subsidies to these two transit modes.

Thus, the upcoming restructuring and tendering processes appear to provide a unique
opportunity for government and local stakeholders to establish an array of cooperative transit
programs. However, for integration efforts to be effective, particularly those related to bus-rail
and minibus-rail arrangements, operator contracts need to incorporate provisions that address
such issues as fare integration, facility sharing, minimum headways for buses and informational
resources for operators and the public. In turn, these projects will require the participation of
government transport agencies, as well as rail, bus, and minibus-taxi operators.

4.3 Comparative Analysis

A comparative analysis of these case cities indicates that while both have embraced policies
supporting competitive tendering and have faced many of the same barriers to implementation.
Cape Town planners have aggressively sought to improve the integration of services and
facilities, introducing policy measures as part of a larger effort to improve the mobility of low-
income residents. Unfortunately, many underlying issues directly linked to the historic isolation
of the rail, bus and minibus-taxi sectors must be resolved before services can be put out to
competitive tender.

In contrast, Santiago has always been aware of the need for better interchange, but until
recently, local government has not aggressively encouraged coordination, even after re-regulation
in the 1990s made it easier to integrate modal fare structures. Prior to the Transantiago Plan,
despite significant gains in the improvement of routes and services, local transport authorities did
not introduce contract provisions that required operators to work together to improve integration,
i.e., the tendering process remained focused on improving individual vehicles and services
without effectively trying to tie them together into a single, seamless system. Transantiago
attempts to break down these institutional barriers, developing a more integrative trunk-feeder

network for buses to link with the Metro and colectivos, and mandating changes to the bus fare
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collection system (e.g., that allow for the implementation of an integrated smart card system
encouraging intramodal and intermodal transfers).

Despite ongoing difficulties in the restructuring of bus services in Cape Town, one positive
point is that the competitive tendering process there will effectively open the market to many new
operators, a situation that could cause havoc if service integration is not ensured by the
government. Like Santiago, a large percentage of the population of Cape Town relies on transit;
however, activity centers in South African cities are much more widely dispersed, generating
greater demand for transfers. In Santiago, the transit network is denser and more readily
accessible to the poor (e.g., there are numerous transfer opportunities). However, powerful
operator cartels in Santiago have never widely embraced fare and timetable integration.

One way of measuring the impacts of competitive contracting on integration is to analyze
changes in fare and route coordination. In both Santiago and Cape Town, serious efforts are
being made to correct for the historic absence of transit integration in past plans and service
contracts. While a fair assessment of the Cape Town experience cannot be made until a focused
set of integrated services are introduced to a specific area of the metropolis (e.g., beginning with
the Klipfontein Corridor project in 2007), we can certainly comment on the Santiago case and its
agency-level promotion of both fare and route integration at strategic points.

Despite government plans to promote transit integration through greater operator
coordination, thus far, the Metrobus Program represents the only serious attempt at providing
comprehensive fare integration in Santiago. However, its scope and influence were limited by a
number of important factors:

e access to Metrobus was restricted to a handful of stations, many of them located on the
urban periphery;

< the list of participating bus operators constantly changed, generating some confusion;

e the Metro never adequately promoted Metrobus to the public, leaving passengers with

guestions concerning the scope and cost of its services;
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e Metrobus services were comparable to those of other private bus operators and did not
provide Metro passengers with premium service; and

e the Program was intermodal in character and never promoted bus-bus coordination, the
type of integration that is in highest demand in Santiago.

In terms of government policy and the development of a central strategy for improving
integration, prior to 2002, the route tendering process in Santiago had not yet considered specific
requirements for promoting either rail-bus or bus-bus coordination. Nevertheless, by 2001, the
Metro was working with Sectra and the Ministry of Public Works (MOP) to improve fare
coordination, through the development of a single fare instrument for all modes, and a reduced
fare for intermodal trips (Metro de Santiago 2001). Eventually, this work led to the development
of the Multivia smart card, and more recently, the incorporation of integration as an element of
Transantiago’s transit component.

In the area of route coordination, Santiago has a number of transfer or interchange points,
but only a limited number of them feature convenient and safe connections, as well as off-street
facilities. This systemwide deficiency in interchange infrastructure has been identified and for
the past few years, the Metro has been working closely with Sectra and MOP to design feeder
routes that will directly serve Metro stations and complement the existing multi-modal network of
transit routes in Santiago (Metro de Santiago 2001). In 2004, the Santiago bus network was
reorganized as part of the Transantiago Plan, and services were put out to bid. This tendering
phase was followed by a detailed selection process and contract negotiations with selected
operators in 2005. The operation of fully integrated trunk and feeder services is expected to
begin in October 2006.

The Santiago experience has shown that while interagency efforts to promote coordination
are important, unless policy direction and implementation are firmly established at the regional
level, most operators will continue to allocate time and resources to the improvement of their own

services, and may avoid coordination with other operators. Most private operators are primarily
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concerned with providing service to the passenger and reaping some form of profit on their
investment that will allow them to either expand their operations (e.g., greater market share,
higher profit margin), or allow them to focus on profitable market niches that offer long-term
growth and stability. Unless operators can be convinced that network integration will result in
ridership gains and/or greater market share, they will often question the usefulness of working
directly with a market competitor. Thus, cities like Santiago appear to build their case for
integration through a greater focus on demand modeling, network design, some form of
competitive tendering and the allocation of integrated facilities and services where needed.

On the eve of its deployment, Transantiago appears to have efficiently restructured the
transit network to facilitate integration, based on close public sector regulation. Similarly, Cape
Town appears to have identified the integrated trunk and feeder routes that will serve a wide
cross-section of users accessing the Klipfontein area, and provide links to the downtown area.
The next question is whether the new trunk and feeder system will actually shorten travel times
and make interchange a more pleasant experience for passengers.

4.4 Conclusions

This comparison of two developing world cities emphasizes the role of competitive
tendering in the provision of service integration. While each of these cities has a very distinct
urban structure and faces a very different set of local mobility issues, they do share something in
common with their British counterparts:

e they recognize the need to enhance transit connectivity in order to attract passengers;

< they have sought to improve integration through institutional strengthening; and

« they are convinced that they possess the capacity and resources necessary to bring about
this change.

An assessment of these competitive tendering schemes leads us to conclude that this form

of regulation can prove instrumental in the integration of transit services as long as the regulator
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incorporates the necessary provisions required to guide operators. In the case of London,
competitive tendering was initiated during a period of transition towards privatization, a process
that allowed regulators to encourage operators to provide integrated services. However, in
Santiago and Cape Town, authorities have carefully designed new tendering schemes that require
all contracting operators to provide the services necessary to ensure integration: adherence to
schedules or intervals, use of specific interchange facilities; and full participation in universal fare
schemes (e.g., regional smart card programs).

Market control is probably one factor affecting the length of time it takes authorities to
successfully implement tendering schemes. In London, between 1984 and 1994, tendering
processes were initiated in conjunction with the privatization of bus services, making private
operators responsible for contract provisions from the outset. That is to say, private sector
entrants to the London transit market during this transitional period of privatization were made
fully aware of the fact that competition for services would be off-the-road (through the tendering
process) and that these new operators would be expected to provide a package of centrally
planned services to the public. Of course, these packages were designed to provide passengers
with seamless links between services.

In contrast, in Santiago and Cape Town, at least some urban bus services were already
provided by the private sector prior to the tendering of services. Local governments were faced
with convincing operators that competitive tendering would improve the system. In Santiago,
this entailed a long period of negotiation with private bus operators in the early 1990s, during
which integration objectives were never articulated. For this reason, the Transantiago Plan
specifically targeted integration as an element of the transit structure, i.e. the tendering process
reinforced this focus. In Cape Town, while the tendering process has been delayed by the
government’s inability to legalize some minibus/taxi services, it appears that coordination

provisions are being made (e.g., Klipfontein Corridor contracts). In the Mets, while any move
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toward Quality Contracts in Britain will require the approval of the local community as well as
Central Government, a number of authorities are currently considering it.

These two developing country case studies suggest that once existing transit operators are
faced with the prospect of having to support competitive tendering in order to survive, it is
important that the process be administered by an independent transport agency capable of
maintaining a high level of objectivity in the selection of operators, and charged with ensuring
that operators work cooperatively for the collective good of the transit system. In both cases,
opposition from a number of operators threatened to halt the tendering process completely,
prompting local authorities to negotiate with representatives of the sector. Perhaps, this is what is
missing from the Met cases, where authorities attempt to negotiate, but face the communication
barriers emanating from the Competition Act.

Furthermore, the Santiago case reminds us that the establishment and regulation of service
contracts should not only focus on improving overall transit service quality (originally achieved
in 1992), but also on facilitating systemwide, multi-operator travel. Without integrated system
planning at the regional level, Santiago faced a paradoxical situation in which most bus routes
truly responded to transit demand patterns, but there was really no permanent bond linking them
together. That is to say, services were tailored to satisfy passenger flows; however, no attempt
was made to address the fact that a substantial proportion of the traveling public required more
than one form of transit to complete a trip.

Nevertheless, it is important to note that in much of the developing world, informal or
“pirate” operators play an important role in the provision of transit service, offering some savings
to a significant proportion of low-income residents, but often working in complete isolation,
making it difficult to incorporate them into a comprehensive plan. Hence, without some form of
communication between these operators and their formal sector counterparts, it is difficult to

promote the integration of these services.
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In many of these developing countries, the informal sector provides services that may not
be profitable for formal sector companies to operate. Informal operators incur few overhead costs
due to the fact that they are not legally registered and thus, do not pay for annual permits and
normally avoid paying business taxes. While the provincial government is legally responsible for
prohibiting illegal transit operators from circulating, they do not have the resources to enforce
these provisions.

Thus, most of the informal operators do not offer a dependable timetable, nor do they have
a set of published fares. While they often provide passenger benefits, including fare savings and
direct, door-to-door service, they are often undependable. For example, many of these operators
will offer minibus taxi services along a busy corridor for a given period of time, and suddenly
leave without notice. In addition, they normally lack proper vehicle maintenance, presenting
serious safety concerns to their passengers. Many passengers in the townships commute long
distances to reach their workplaces, and expect an efficient, safe and dependable transit service.

While government authorities and formal operators resent the fact that informal operators
do not commonly pay their fair share of taxes, they have sought to include them as part of the
larger transport system in Cape Town. In the past, authorities sought to marginalize the informal
operators from participating in the supply of services, however, more recently, authorities have
tried to “formalize” these operators so that they become a productive part of the larger system.
Clearly, there are political reasons for ensuring that all operators are at least given a fair chance to
compete in upcoming contract efforts, and eventually corridor-based integration efforts.

In sum, it may prove desirable for each city to define its long-term transport objectives and
establish its own set of criteria for developing a coordinated transit network, based on local urban
values and needs, as well as available resources. Where possible, serious consideration should be
given to achieving these objectives through some form of public-private collaboration that
involves systemwide planning and integration (e.g., competitive tendering), and ensures that all

operators are accountable to the passengers that they serve. It is important to point out that in the
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developing world, this collaborative option is most readily accessible to middle-income countries
like Chile and South Africa, where numerous institutions have the funding and professional
capacity to work with the transit industry in an even-handed manner.

In view of these developing world cases, however, it would not appear that the prospects
are always good for pursuing integration in a deregulated transit market. Before a system can be
integrated, all services should meet some minimum standard of quality and all service providers
should operate in a manner that is conducive to maintaining an integrated network. In the case of
South Africa, this means that the operations of a large proportion of the transit market must be
made transparent before integration can be pursued.

In contrast, in developed countries, the informal sector normally plays a less significant role
in transit provision, representing a relatively small percentage of total supply. Even in Britain,
where transit services were deregulated outside of London, operators meet at least a minimum set
of standards. Perhaps, limited regulation is all that is necessary for integration to be expanded.
Under the right circumstances, perhaps private sector operators can work cooperatively toward a

common set of objectives.
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CHAPTER 5: RESEARCH METHODOLOGY AND DATA COLLECTION

As mentioned above, the primary source of data for this research is a set of interviews with key
transit stakeholders at the national and metropolitan levels. In addition, both qualitative and
guantitative data from secondary sources in the case cities and national government agencies
provide supplemental information concerning the key industry trends and policy framework
impacting each case city.

5.1 Overview

This study seeks to evaluate the impacts of recent transport policy on transit planning and
the development of integration strategies in the Metropolitan Areas. It employs the case study
method in the analysis of formal and informal agreements between providers, allowing specific
variables to be considered while focusing on a relatively small number of study cases -- similar
research in the remaining Mets would likely have been costly and time-consuming. This analysis
of specific cases allows for the researcher to identify similar situations and to compare and
contrast local policy responses and outcomes.

Where there are different outcomes under similar conditions, it may be possible to draw
some important conclusions regarding the effects of specific variables. This approach can
effectively highlight many of the salient characteristics common to most of the Mets,
emphasizing the importance of local responses and approaches to national guidelines (e.g., for
enhancing transit integration). While many of these responses have been based on local
circumstances, resources and development priorities, they have increasingly been influenced by
other related factors, such as the work of national or multi-city planning collaboratives (e.g.,

Passenger Transport Executive Group).
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There is also an explicit role for theory in establishing expectations with regard to the
evidence that is gathered. Theoretical formulations are instrumental in defining the issues to be
studied and in selecting cases (Yin 1993). The case method does not precisely replicate actual
conditions, however, it can facilitate the study of real-life situations where, under similar
circumstances, specific variables are introduced in one case, but not in another. Each case is
selected in the context of a theoretical framework for the study (e.g., the establishment of specific
forms of integration as a result of history, location and level of competition), within which the
case illustrates a specific pattern of phenomena. Ideally, this study can test the validity of the
research propositions presented in Chapter 3, and based on an analysis of the impacts of specific
variables, can confirm the principal arguments.

In this study, one of the major issues faced in undertaking qualitative research is the ability
to devise a research strategy that will yield explanations that are applicable to most or all of the
English Metropolitan Areas. While quantitative measures are often a feature of good qualitative
research, the process of generalizing from cases to populations is not based on purely statistical
logic as it is in quantitative research (Silverman 2000). This flexibility allows for a more
descriptive explanation of phenomena, with the ultimate aim of better understanding local
systems and possible strategies for making them work more efficiently.

In this sense, the Complex, Large Scale, Integrated Open Systems (CLIOS) Process
represents one recent approach to capturing the salient features of open, large-scale transit
systems. This tool, developed by MIT researchers, attempts to identify policy and management
interventions aimed at improving a system through the establishment of linkages between the
physical and policy components of these systems. In this way, CLIOS works toward better
integrating institutional and policy design with physical design. Subsystems are part of a
complex, open system, situated within a large-scale geographic perspective and closely linked to
the surrounding social, political and economic environments (Sussman 2000). This study

employs a few of the key concepts of the CLIOS process.
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Qualitative research is often largely based on observations of behavioral phenomena
(Silverman 2000), such as the way in which people travel from one point to another on transit, or
the manner in which private operators participate in areawide ticketing schemes. Many experts
agree that qualitative research should follow a theoretical logic that links sampling and theory
(Bryman 1988), i.e., selecting categories based on the theoretical approach of the research.
Ideally, the sample builds in certain characteristics that help develop and test the research theory
and explanation (Mason 1996).

It is important to select cases that will represent the wider population. Since this study is
strictly limited to integration in the Mets and London, it follows that the sample should consist of
a subset of these cities. In order to provide a thorough analysis of the transport planning process,
each case was studied in a historical and institutional context. The evaluation of transit system
integration necessitates the design and construction of a representative sampling of operators and
authorities in each case city. A subset of Mets was sampled for the purposes of analyzing the
relevant processes upon which authorities focus, namely metropolitan planning and integration.

In order to gain a historical perspective, a review of past policy documents, implementation
reports and journals was undertaken. Background research provided an analysis of the forms of
integration that existed prior to and immediately after the introduction of deregulation, examining
who the principal players were, whether they constituted artificial (e.g., forced) or natural forms
of integration, and what, if any, specific products resulted from these efforts. This examination of
the history of service coordination provided some background for understanding recent policy
priorities with regard to transit integration.

This research, however, focused on the current planning process adopted by the Labour
Government, and the development of integration strategies in the case Mets. It explored elements
of the negotiation process that were often carried out by coordinating authorities and operators in

each Met, analyzing both formal and informal channels of communication between the principal
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transit players. It also involved the review of current policy documents; industry and authority
data; as well as administration of the aforementioned interviews.

Through the analysis of policy and implementation documents, this study analyzed local
response to government guidelines on integration, and compared transit integration schemes (as
part of larger bus strategies). In addition, it examined subsequent public-private negotiations to
forge interoperator agreements in each of these Mets. For example, study interviewees were
asked to elaborate on perceived areas of disagreement and compromise, as well as the
establishment and implementation of services. Based on an evaluation of the current state of
integration (e.g., changes in interoperator services), the theoretical models of Chisholm and other
authors were taken as a point of reference for discussing the prospects of informal coordination,
i.e., determining the degree to which transit strategies have encouraged informal channels and
have impacted transit integration under deregulated market conditions.

The findings revealed institutional interdependencies that have developed in each Met as a
result of new, integrated schemes, as well as the evolution of formal and informal ties between
operators. The following questions were posed:

1. How has interoperator integration changed and how much of it has been achieved
through formal and informal means?

2. What is the role of the PTA in contrast to other public bodies? Which public body
wielded most influence in the negotiation process?

3. Are agreements primarily bilateral or multilateral?

4. What are the institutional constraints preventing full implementation?

Finally, this study reviewed some of the integrated transit services provided to the
passenger as a result of these coordinative efforts. For example, given that there are various types
of interoperator integration in some of these markets, which products or services are the easiest to
provide? How significant are the changes in integration that have occurred and what are their

long-term prospects for effecting mode shift?
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In measuring the principal impacts of post-1998 policy reforms on interoperator transit
integration in the Mets, it is necessary to assign a set of values to the chosen units of analysis, in
this case, the collective set of transit services facilitating integration in a specific Met or subarea.
The following set of variables is proposed for consideration when measuring the impacts of

policy reform:

geographic location: central or suburban;

e nature of partnership: number of participants and purpose

e market size: large or small conurbation;

e commercial presence: number of operators servicing the area;

e regional guidance: level of PTA and local authority involvement;

< informal cooperation: level of interoperator dialogue;

e operator size: large or small; subsidiary of large group, or small independent

When measuring the impacts of recent transport policy on integration or the suitability of
existing institutional arrangements in the Mets, it is important to define the existing system of
interdependence between transit players, as well as the policy controls introduced to encourage
greater cooperation between these players. The results of this analysis are revealed in Chapters 7
and 8, and general conclusions and recommendations are presented in Chapter 9.
5.2 Data Collection

The efficient collection of reliable and valid data is central to an assessment of the situation
and the successful communication of representative results. Reliability has been defined as the
“degree of consistency with which instances are assigned to the same category,” either by one
observer on separate occasions or by multiple observers (Hammersley 1992). In any such study,
there needs to be a consistent method for interpreting data. In contrast, validity measures the

extent to which an account fairly represents the phenomena it describes.
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In an attempt to obtain as much information on integration as possible, data were acquired

from a number of sources, some of which have already been mentioned:

1.

521

Past and recent literature on relevant topics - transit planning and integration, transit
policy and project implementation, bus and rail privatization, bus deregulation in the
Mets, institutional organization, public administration, regional economics;

Central Government documents and guidelines - Transport White Papers, Transport Acts
and Competition Acts, local transport planning documents (LTPs, bus strategies, QBP
documents) and implementation plans, public-private agreements;

Existing transit service provision data (system output) and available bus usage data
(service consumption), recent interchange audits, and integration-related arrangements in
QBP areas;

The design, negotiation and implementation of transit integration schemes in each of the
case cities (e.g., Integrate Project in Manchester);

Ongoing bilateral and multilateral agreements, and interoperator activities promoted by
public sector authorities (e.g., PTA); and

Bilateral or multilateral integration projects/schemes:, such as interchanges, route
information, participating operators in key service areas.

Historic Data and Existing Transit Patterns

Where available, service output and consumption data for the principal transit routes and

nodes of each system were examined for the period before and immediately after deregulation.

Some of this information served as background for comparing past results with more recent

aspirations. For example, in the early 1990s, the Transport Research Laboratory (TRL) published

a comprehensive set of studies examining systemwide changes after transit deregulation

(Haseltine et al 1992). The TRL research included qualitative assessments of change in transit

integration, often as a result of deregulatory policies.
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Much of the secondary data for this study was acquired through Department for Transport
(DFT) reports: the Transport Statistics Bulletin, an annual report; and the Bus Quality Indicators
Bulletin, a quarterly. These publications provided National Travel Survey information on modal
usage, as well as overall service quality data (e.g., customer satisfaction with bus service
reliability) for all transit passengers in a specific area. These indicators tracked trends in service
consumption in the case Mets, providing descriptive background data.

The results of past interchange surveys in London, Sheffield and other cities were also
reviewed. They included research conducted by Transport for London as part of the Interchange
Plan; as well as the results of an integration survey carried out in South Yorkshire (TfL 2002,
Stokes 1994). These surveys measured passenger attitudes concerning interchange attributes,
such as amenities, safety and buses. While limited in scope, these surveys provided some insight.

In addition, as part of the LTP process, both Greater Manchester and Tyne and Wear have
sought to assess the current state of integration. In 2000, each Met developed an inventory (or
audit) of all major interchanges and services provided, ranking the most important nodes and
highlighting some of the modifications proposed under the local Bus Strategy. In essence, these
data provide a snapshot of the prevailing conditions (relative to the provision of integrated
services) that existed under deregulation, immediately prior to passage of the Transport Act 2000.
5.2.2 Interview Design

As mentioned above, in 2003 and 2004, over 40 study interviews were conducted in
Manchester, Tyne and Wear, London and Brussels. In order to gain greater insight into some of
the issues surrounding the integration of services, four key stakeholder groups were consulted:
public and private sector transit operators; metropolitan, regional and national transit authorities;
transit consultants and academics; and special interest groups (e.g., passenger committees, bus
industry association). Apart from the academics and special groups, all respondents were senior

or mid-level managers, charged with the planning or operation of the system or agency.
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In order to build a theoretical model that would be applicable across authority/operator
types, a diverse set of organizations was interviewed. As noted by Pettigrew (1988), in light of
the limited number of individual interviews that can be conducted, it is best to choose
organizations that present a spectrum of situations, i.e., capable of extending new theories. For
example, in each Met, representatives of both regional and district agencies were chosen, as were
representatives of both large and medium/small bus companies. In addition, industry experts and
academics of different ideologies were selected, some in support of greater integration, and others
opposed to it.

This survey sought to examine the extent to which participants believed that transit
integration had changed (if at all), since passage of the Transport Act 2000. The interviews began
with background questions designed to reveal the interviewee’s role in transit and past familiarity
with service planning and integration. These were followed by a series of questions covering
three principal forms of integration: physical, informational and fare. Participants were asked to
evaluate the status of each form of integration as it applied to their own city and to determine
whether an acceptable level of coordination had been reached. Where they felt that this standard
hadn’t been met, interviewees were asked to provide suggestions for improving integration. In
addition, these individuals were asked to identify the principal benefits and disbenefits resulting
from recent integration policies, and to reflect on what their organization’s role should be with
respect to integrated transit schemes (see Appendix D).

The local authority interviews focused on the development of bus strategies, as well as
methods for encouraging integration between public and private providers, and among private
sector bus operators. In essence, these interviews explored the following areas:

< the public authority’s role in the development of integration schemes;
e the authority’s principal areas of contact with private operators; and

e the principal factors preventing certain operators from participating in schemes.
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Similarly, interviews were conducted with private bus operators and associations in Greater
Manchester, Tyne and Wear and Greater London. These explored many of the formal and
informal ties between operators and public authorities, and between operators. The following
areas were studied:

< advantages and disadvantages of encouraging integration with other operators;
e types of formal or informal arrangements for integration with other operators; and
e integrated services offered (fare/physical/informational).

Finally, interviews were conducted with academic and transit industry experts in Britain.
These interviews traced changes in the provision of integrated services, not only in the case cities,
but also in other Mets. These interviews sought to explore past trends, as well as the local
mechanisms that were designed to plan and implement these schemes. In addition, they sought to
acquire an objective account of the changes resulting from locally developed strategies and local
and national factors affecting integration. The following areas were explored:

e the role played by the LTP/Bus Strategy in enhancing integration;
e changes in operator-operator and operator-authority relations; and
e prospects for improving transit integration in the medium term.

Each interview included a final section in which interviewees were asked to reflect on a
number of issues related to formal and informal forms of transit integration. In each case, Donald
Chisholm’s work on informal organization and the advantages of promoting flat, organizational
structures was presented and fully explained (Chisholm 1989). Interviewees were subsequently
asked to comment on the usefulness of informal integration in a privatized environment.

Interviewees were asked to provide their personal views on how local coordinative efforts
had evolved in the past, and on whether they believed that informal integration was an
appropriate tool for encouraging dialogue among operators, authorities and other transit

stakeholders. In addition, they were asked to reflect on past government efforts to integrate



transit services through formal means, and to identify the constraints that could prevent new
forms of informal integration from being deployed.

While there are some clear disadvantages in depending so heavily on interviews, such as an
increased risk of experiencing interviewee bias and sampling bias, every attempt was made to
minimize these potential problems. For example, interview questions were designed to focus on
options under each integration aspect. Clearly, some respondents had more direct experience in
the negotiation and implementation stages than others did. For this reason, interviews were
broken into thematic categories, according to the type of data needed, such as historical or
partnership-related.

Individual interviews were administered according to a pre-arranged schedule of meetings
with transit representatives and stakeholders. In each case, interviews involved professionals
with some degree of management responsibility within the organization, i.e., that deal directly
with integration issues, and are familiar with operational issues. Most interviews were scheduled
within a specific time frame, allowing for some flexibility in the sequence of questions and the
possibility of follow-up interviews with additional representatives, if appropriate.

An area of uncertainty in most research is the ability to control for sampling error and bias.
The first of these is a function of the sample size and the variability of the chosen parameter,
however, it is important to note that sampling bias stems from errors committed in choosing the
sampling frame, technique and survey, and can equally be dangerous. In qualitative research,
while samples do not need to be chosen randomly, they should be carefully selected, consistent
with the theoretical framework of the study. This study sought to present cases where some sort
of change in institutional interdependence was the result of specific transport reforms.

Another area of uncertainty concerns the internal validity of the research. While every
attempt was made to reveal principal relationships between policy direction and integration, it is
not always clear that this study can definitively attribute these passenger trends to changes in

transport policy. There are many other factors affecting travel behavior, including the economy
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and the degree of access to transit. In addition, it is important to note that interviews are limited
by the accuracy of the information supplied by respondents (Singleton and Straits 1999). This
study seeks to reflect changes in regulatory initiative and to control for exogenous factors that
affect service provision and demand.

5.2.3 Interview Format

The interviews conducted in the three British case cities provided valuable information on
the manner in which each survey participant understood the term “intermodal transit integration”
and viewed its role in promoting cooperation between transit providers and in improving the
mobility of historically disadvantaged groups, such as the poor, the elderly and the disabled. The
subsections below provide a general profile of each the four interview groups canvassed.
5.2.3.1 Transit operators

All interview respondents in this group were engaged in the local management and/or
operation of a transit service in one of the three case cities. While a majority of the group’s 14
respondents were representatives of bus operators (e.g., roughly proportional to its modal share of
all transit trips in the case cities), representatives of both heavy rail and light rail operators were
also interviewed.

Thus, for each of the case cities, representatives of small and large bus operators as well as
light and heavy rail were surveyed. In addition, at least two non-operator representatives of the
transit industry (e.g., a chairperson of the local ticketing consortium, a local representative of the
Confederation for Passenger Transport) were interviewed, providing a more comprehensive,
systemwide perspective.
5.2.3.2 Metropolitan, regional and national authorities

This government sector group consisted of 15 professionals representing local, regional and
national authorities located in the three case cities:

« mid-level management professionals working at the three metropolitan transport authorities

(PTEs and TfL) and key national transport agencies;
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< representatives of local and regional agencies charged with reviewing a wide array of issues
(e.g., transport, health, housing); and
e representatives of national authorities responsible for enforcing the provisions of the

Competition Act 1998

In each case city, at least one representative of a local borough or council was interviewed,
in addition to senior staff and the directors of local transit authorities. In order to gain a wider
perspective on both metropolitan and council-level transport issues in case cities, it was decided
that both of these groups should be canvassed. While metropolitan transit authorities are
primarily made up of local council representatives, these councils are directly affected by the
planning and operation of specific transit services, i.e., as determined by private operators or the
metropolitan authority.

Mid-level national policy and enforcement professionals from the Department for
Transport, the Commission for Integrated Transport (CfIT) and the Office of Fair Trading were
also interviewed. Given that these agencies are responsible for much of the policy development
and regulation of transit in Britain, and England in particular, it was clear that one-on-one
interviews with their representatives could provide valuable insight into inherent differences in
philosophy among government ministries and the role of each agency in the provision of
integrated services.
5.2.3.3  Transit sector consultants and academic professionals

Individuals interviewed in this group consisted not only of well-respected academics who
had studied and written on transit integration for many years, but also, other experts in the transit
planning field, including a private transport consultant with more than 30 years of experience in
the field; and a research fellow from a leading independent think tank involved in the overall
assessment of government transport policy. It was a relatively small subgroup, however, it

featured renowned professionals who had written extensively on transit integration in Britain and
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other parts of the world. Many in this group had first-hand knowledge of the key operational and
regulatory issues involved in bringing services together.
5.2.3.4  Special interest groups

While this last set of interviews was relatively small, consisting of only four interviewees,
it was somewhat diverse, encompassing some of the remaining transit stakeholder groups,
primarily at the national level. Respondents included not only bus/rail industry and transit
authority advocates (e.g., lobbying groups for the PTESs), but also, transit passenger advocacy
groups charged with voicing the needs and interests of the customer. In particular, transit
authority advocates provided a global view of recent performance in the case cities, as well as
other Mets.

The inclusion of transit passenger advocacy groups, one local and the other national in
scope, was especially significant, given that individual bus and rail passengers were not directly
interviewed as part of the survey process. Nevertheless, it was useful to interview these areawide,
consumer advocacy organizations, as they are largely passenger-based and charged with
advocating for conditions and special arrangements that can improve transit service from the
passenger’s viewpoint.

5.3 Data Analysis

As previously mentioned, in order to more effectively synthesize the intricacies of the
transport planning process and understand the complex sets of working relationships that exist
between a variety of transport interests in each of the case cities, this study primarily focuses on
the analysis of qualitative data. In addition, it analyzes quantitative data in order to discern
existing travel patterns.

The data processing stage encompassed a procedure whereby specific qualitative and
guantitative data were attributed to individual areas, organizations and stakeholders, and where
relevant, were categorized according to area of focus. In the case of the qualitative data acquired,

this process effectively allowed for the assemblage of a wide variety of data directly related to the



planning and operation of transit, and indirectly related to the role of modal integration. Through
the identification of a common set of characteristics and practices, it was believed that this
process would help establish specific travel patterns, according to operator type, type of service,
and metropolitan area.

In the case of quantitative data, efforts primarily went into identifying the available
information relevant to this research and the interpretation of these data. The quantitative data
largely came from government and industry reports that had previously been published and made
available in aggregate form through the government printing office, Her Majesty’s Stationery
Office (HMSO). In all cases, the next logical step was for data to be interpreted and for different
areas and stakeholder types to be compared.

Subsequently, much of the qualitative data acquired was analyzed and applied to each case
city as well as to the entire nation as a whole. This process provided the structural framework for
organizing and categorizing specific findings and policy references within a local transport
planning context (e.g., for Greater Manchester, Tyne and Wear, and Greater London), or within a
national framework. This effort involved transcription of field notes and interviews as well as
interpretation of data.

Extensive field notes that were taken throughout the data collection stage provided an
effective bridge between this effort and the data analysis stage. According to Eisenhardt (1989),
field notes can effectively provide a running commentary on how research is progressing,
allowing for an easy transition between observation and data analysis. In order to both acquire
preliminary research results and provide necessary adjustments to the interview process, field
notes can be instrumental in providing some overlap between data collection and data analysis.

For example, in this study, pre-test interview results as well as extensive notes from earlier,
informal meetings with government and industry contacts (in 2002 and 2003), provided valuable
information on such relevant topics as the roles and responsibilities of transport authorities and

large bus and rail companies (e.g., locally represented by their subsidiaries) in the planning and
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development of areawide ticketing consortiums; the level of participation of some of the
respondents in Quality Bus Partnerships; and collective lobbying efforts to secure the
Competition Act Block Exemption.

While much of the available data on national transport planning policy was analyzed within
the broader context of providing policy direction to local authorities and stakeholders regarding
the transit planning process, most of the Met-specific, qualitative and quantitative data acquired
for this study was analyzed using the comparative method. This approach allowed for a detailed
analysis of the principal impacts of specific policies and measures on transit coordination and the
implications these have had for specific areas and transit stakeholders. In addition, interview data
acquired in individual Metropolitan Areas often facilitated cross-town as well as other

comparisons (e.g., the quantity and quality of interchanges).
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CHAPTER 6: INTRODUCTION TO THE CASE STUDIES

As mentioned earlier, case studies provide a rich source of information from which to compare
past and existing practices and analyze the impacts of variables on integrated transit services in
Britain. The case studies featured in this study illustrate many issues central to the ongoing
coordination of services in a semi-regulated market, providing us with a theoretical framework
for developing new strategies.
6.1 Choice of Case Cities

An important step in framing this research was choosing three case cities for analysis: two
that were representative of the English Metropolitan Areas, and the special case of London.
Indeed, transit integration remains a key issue in the English Mets, where collectively, close to 11
million residents lived in 2004 (see Table 6.1). While urban mobility is an important issue
throughout Britain, it is in these Metropolitan Areas (of more than one million inhabitants) that

many residents rely heavily on transit, and some require transfers to complete their journeys.

Table 6.1 Demographic Characteristics of the English Mets and London

METRO. AREA CORECITY | 2004 POP. DENSITY* | 2004 EMPLOY .**
Greater Manchester Manchester 2,539,000 19.83 1,117,200
Merseyside Liverpool 1,365,800 21.15 552,500
South Yorkshire Sheffield 1,278,400 8.20 555,000
Tyne and Wear Newecastle 1,085,600 20.06 454,300
West Midlands Birmingham 2,579,200 28.60 1,073,400
West Yorkshire Leeds 2,108,000 10.03 953,700

ALL METS 10,956,000 15.78 4,706,100
Greater London London 7,429,200 46.99 4,500,000

* Persons per hectare ** Number of employed persons

Source: Nomis 2004.
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This study focuses on two case Mets, namely, Greater Manchester, in the northwest of
England, and Tyne and Wear, in the northeast. These cities were chosen because they are
somewhat dissimilar in nature and collectively represent many of the characteristics of the other
Mets. Greater London, located in the prosperous Southeast, serves as a counterpoint to the case
Mets. Despite the existence of free market competition, both case Mets have sought to achieve
greater interoperator cooperation, particularly since the introduction of transport reforms in 1998.
In contrast, London is the only major transit market in the country to have maintained regulatory
control over private operators. More importantly, it is a city that has seen a visible improvement
in integrated services, particularly after the creation of TfL in 2000.

Each of these case cities has played an important role in the industrial development of
Britain; however, they differ greatly in size, geographic setting and economic importance (see
Map 6.1 and Appendix E). In keeping with national transport policy, each Met has developed a
local transport planning process, based on a local set of factors, such as size and density, local
resources, funding priorities, and experience with integration. Despite their inherent differences,
in the past five years, all three cities have adopted an LTP, introduced a local bus strategy (e.g., in
response to perceived surface transit needs), and established a set of measures for achieving many

of the transit integration concepts established in the 1998 Transport White Paper (see Table 6.2).

Table 6.2 Programs Supporting Transit Integration in the Case Cities

CONCEPT Greater Manchester Tyne and Wear Greater London
Integrated Network - Integrate Project - Superoutes - Countdown
- Orpheus
Fare Integration - Integrate Project, -NTL - Travelcard
- GMTL - Oystercard
Route Integration - Integrate Project - Superoutes - LBI.
- Orpheus
Information Integration | - Integrate Project, - Superoutes - Travel Info. Plan
- Info. Scheme - Info. Scheme

Sources: GMPTA 2001a, Nexus, 2003
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6.2 Description of Case Cities

In the following subsections, a descriptive profile is provided for each case Met, as well as
for Greater London. Each profile summarizes the location, relative magnitude and economic
importance of the case city, followed by a review of the local transit system and some of the
principal issues confronting stakeholders.

6.2.1 Greater Manchester

Greater Manchester is one of the most populous Mets in Britain and yet it is the most auto-
dependent. It is the classic example of a Met that has experienced rapid motorization and that
needs to improve its rail linkages if it is to promote integration and make transit more attractive
(NEA et al 2003). Prior to 1990, the absence of a rail link across the central area inhibited
development of an integrated transit network. This systemic deficiency went hand in hand with a
meteoric rise in auto ownership in the 1980s and 1990s, as average trip distances gradually
increased (Tyson 1990).

Manchester has witnessed a great deal of change in the past century. Historically, it was
the birthplace of the Industrial Revolution, its squalid past prompting such authors as Engels to
write on the miserable working conditions of employees there, and the need for worker
organization. For the first half of the 20™ Century, this city was known for its industrial potential,
particularly in the area of cotton manufacturing. However, since World War 11, the economy has
gradually been restructured to focus on trade and services (Law 2001). Today, Manchester is a
center for the wholesale, insurance and banking industries in Britain, as well as for advanced
technologies. Efficient rail and air connections (e.g., Manchester International is the busiest
airport in Britain outside of London) have made the area more easily accessible to markets in
Southeast England and Continental Europe.

Greater Manchester, which currently has a population of approximately 2.6 million people,
is the principal commercial and cultural center of the northwest of England (Nomis 2004). It is

comprised of 10 municipal governments, often referred to as “district councils.” Its strategic
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location, close to the geographic center of Britain, and its relatively large population, have made
it an attractive city for business, international trade and the organization of major national and
international events, such as conventions and major sports activities (Law 2001).

Situated between the conurbations of Liverpool (Merseyside County) and Leeds-Bradford
(West Yorkshire County), Greater Manchester is at the center of a larger megalopolis of almost 7
million (Nomis 2004). See Map 6.2. It has witnessed a significant rise in congestion over the
past few decades, as peripheral areas have been developed; between 1986 and 1998, the average
number of autos per resident increased by more than 60 percent. In 1999, 75 percent of all urban
journeys were by auto or van, up from 51 percent in 1981; while only 13 percent were by bus or
train, down from 25 percent in 1981 (DETR 1999c).

Greater Manchester’s transit system currently consists of three principal modes: bus, tram
and regional rail (part of the national railway system) and features an extensive network of
services to major population centers and activity sites. As in other Mets, the bus is still the most
frequently used mode of transit; however, the tram system, finished in the early 1990s, was
constructed to serve as the central spine of the metropolitan transit network. The tram has seen
steady gains through service expansion, and increased integration with bus services. Similarly,
regional rail has increasingly come to play a role in mobilizing residents throughout the Greater
Manchester area, and providing some integration with buses and trams, particularly in or near
town centers.

On the eve of deregulation in 1987, the Greater Manchester PTA operated 95 percent of all
transit services in the county; however, today, Metrolink (the tram system) is the only service that
is still publicly owned. A single provider, First Northwestern, operates the regional rail network,
while the urban bus system consists of approximately, 50 individual private operators. Not all
areas of the conurbation see a high level of one-on-one competition between bus operators,
however, the sheer number of operators requires that local authorities negotiate areawide

integration schemes with numerous, privately-owned entities. Presently, three large subsidiaries
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of nationwide operators dominate the local bus market: First Manchester, Stagecoach
Manchester, and Arriva Northwest.

Since adoption of the 1998 Transport White Paper and drafting of the Local Transport
Plan in Greater Manchester, greater emphasis has been placed on discouraging use of the
automobile and improving the quality of alternative travel modes, such as transit or bicycles
(GMPTA 2001b). The local Bus Strategy places a great deal of importance on the improvement
of access to transit and successful rail-bus integration throughout Greater Manchester. For
example, such redevelopment projects as the Salford Quays depend heavily on good transit
integration. However, despite recent gains in bus and light rail ridership, it remains to be seen if
improved integration will attract additional auto drivers to transit.
6.2.2 Tyne and Wear

Tyne and Wear is the smallest Metropolitan County, both in land area and in population
(1.1 million inhabitants), however, it boasts one of the highest levels of transit ridership in Britain
outside of London, largely due to its array of transit services, historically low income and wage
levels and low auto ownership rates. In contrast to the Manchester case, the local Tyne and Wear
PTA commissioned a series of transport-land use studies in the 1960s and 1970s to determine
ways of promoting economic growth through greater coordination between future development
areas and new investments in transit. These detailed studies supported the construction of the
Tyne and Wear Metro (light rail) in the late 1980s and the planned integration of bus services at
key station interchanges in and near central Newcastle and Gateshead (Butler et al 1987).
Subsequently, many of these integrated services were eliminated under deregulation. More
recently, post-2000 transit policies have stressed the need to restore and improve multi-modal
links and encourage integration between bus operators.

Newcastle originally developed as a center of coal mining and shipbuilding, however, once
these industries declined in the early 1900s, it faced a long period of economic downturn, during

which Central Government introduced revitalization schemes. More recently, Tyne and Wear has
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evolved into the primary commercial center of the northeast, attracting retail firms, offshore oil
companies, and an auto manufacturer (Barke 2002). Nevertheless, due to its historic dependence
on traditional industries, the area still has one of the highest unemployment rates in the country.

Essentially, Tyne and Wear is comprised of the cities of Newcastle-upon-Tyne, Gateshead,
Sunderland and a number of other, smaller river communities. In addition, it encompasses some
semi-rural areas on the periphery (see Map 6.3). The Tyne and Wear Rivers have historically
posed barriers to intraurban movement, impacting local travel patterns and land use. In the past
30 years, however, cross-river road, transit and pedestrian links have improved mobility between
centers in the region, effectively reducing travel times between central Newcastle and many
communities within Tyne and Wear.

As a result, Tyne and Wear does not experience many of the congestion pressures felt in
some of the larger Mets, and still enjoys relatively favorable traffic conditions and travel speeds.
While this has been instrumental in promoting the economic growth of the area, it may explain
why congestion and the search for alternative modes have not always been of primary concern to
local leaders. Economic stagnation has often prompted local leaders to ignore mobility issues and
focus on supporting projects that bring new opportunities to the area. For example, in the 1980s
and early 1990s, a great deal of emphasis was placed on promoting the construction of
development projects, some of them with poor access to transit. With a renewed interest in
providing transport alternatives to a greater sector of society, it appears that the Met has begun to
address this issue in its two recent LTPs and “Going for Growth” campaign, encouraging transit
access to all major activity centers in the region (Newcastle City Council 2000, Burke 2002).

In addition, there are institutional constraints to transport planning in Tyne and Wear:
interdistrict territorial rivalries that flared up again during the first LTP process, limited funding
opportunities from Central Government, and a general distrust of the local PTA by private
operators. Prior to 1986, the Tyne and Wear PTA operated 40 percent of all transit services and

the region boasted the most integrated system in Britain outside of London, with numerous rail-
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bus connections and widespread travel card use (Lewis 1986, Haseltine et al 1992). However,
many argue that it amounted to a “forced” integration that many private operators fear could
return under PTA planning dominance.

While transit mode share in Tyne and Wear is high by national standards, increased auto
ownership and transit service changes have led to ridership declines over the past 15 years. In
1999, 20 percent of all journeys there were by transit, down from 35 percent in 1981; while 66
percent were by auto or van, compared to only 44 percent in 1981 (DETR 1999c). Nevertheless,
Tyne and Wear boasts one of the richest assortments of transit modes outside of London with bus,
light rail, ferry and regional rail. While the bus clearly dominates the transit market, the Tyne and
Wear Metro has served as a spine for the regional transit network. In addition, regional rail
reaches many outlying areas poorly served by bus.

Currently, fewer than 20 private operators provide bus service in Tyne and Wear, however,
local light rail and ferry systems are operated by Nexus (the local PTA), and regional rail service
is provided by Arriva Trains Northern. In Tyne and Wear, there are even fewer instances of one-
on-one competition than in Greater Manchester, and the dominant bus operators are Stagecoach
Northeast and Go Northeast. Intermodal integration continues to be a mobility issue, especially at
major interchanges near central Newcastle. In addition, the Tyne Quayside Public Transport
proposals are an effort to improve access between the centers of Newcastle and Gateshead, and
new redevelopment projects along the Tyne.

6.2.3  Greater London

Greater London, located in the Southeast of England, serves as seat of the British
government. It is not only the largest metropolitan area in Britain, but it is also a major center for
international trade and commerce. Historically, it has also served as a principal transport hub for
Britain and the continent. Currently, more than 7 million people live in Greater London, a well-
defined urban region encompassing central and outer areas of the metropolis, i.e., an area

historically served by London Transport (see Map 6.4), and presently under the jurisdiction of the
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Greater London Authority and TfL. The London Metropolitan Area, a larger commute shed area,
extends even further into surrounding areas of the Southeast, and is said to have a population of
more than 12 million (Nomis 2004).

While development has occurred in a number of other British cities, London has continued
to experience a great deal of economic growth, especially in the past decade. Despite the recent
terrorist bombings of July 2005, Greater London still boasts one of the highest rates of economic
growth in Britain. Historically, London has enjoyed a diverse set of urban services, including a
comprehensive city park system, a very large water distribution network and one of the largest
transit systems anywhere.

Unlike the other case cities, transit ridership has actually increased in the past decade, even
though motorization has also gradually increased. Many attribute this growth in ridership to
improvements in service and integration, including introduction of the country’s first travel card
in the early 1980s. In addition, along with the introduction of congestion charges in central
London, there has also been a concerted effort to improve and expand bus service in London.
This increase in the supply and quality of bus service has provided motorists with a viable
alternative to driving (TfL 2005a).

Average population densities in Greater London are higher than in most industrial regions
of North America and Australia, but they are relatively low by European standards. In the past
few decades, increased motorization had led to an increase in auto mode share and a
corresponding drop in transit share, especially between areas outside of central London. In
addition, traffic congestion levels had risen substantially, particularly in central London, where
transit provision is still relatively extensive. The recent introduction of a congestion charge for
vehicles entering central London has reduced traffic queues and average travel times, investing
toll revenues in transport infrastructure.

Despite the rise in motorization, transit still plays a role in the lives of most Londoners.

Currently, the most widely used transit modes in Greater London include heavy rail (“tube™), bus,
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commuter rail and light rail. Public entities run the first and last modes, whereas individual,
private sector companies operate the other two modes. Collectively, this system carries over 13
million daily passengers: 77 percent by rail, 22 percent by bus and less than 1 percent by other
modes, including river ferry (TfL 2005a).

Twenty years ago, most urban bus services in Britain were publicly operated by transport
authorities, however, in 1985 the Thatcher Administration privatized the urban bus market,
curtailing the powers of regional transport agencies to directly contract services and reducing
public subsidy of transit. Transit deregulation accompanied privatization in most areas of Britain,
including the Mets, effectively introducing yet another layer of change on the already restructured
system and further liberating newly created private operators from public oversight and
regulation. Only in London did planners successfully argue that deregulation would negatively
impact systemwide service and cause widespread confusion.

Competitive tendering was introduced in London in the 1980s, and has been successfully
implemented in a number of other cities throughout the world, including Bogota and Santiago.
After passage of the London Transport Act 1984, private sector bus operators were allowed to
compete for service routes through a competitive tendering process. Over the following decade,
all urban bus services were gradually transferred from public control to the private sector through
three-year contracts with the regional authority, London Transport (LT). As part of the tendering
process, performance criteria were developed to ensure safety, punctuality and coordination with
other bus operators.

Since the mid-80s, contracting through a competitive tendering process has yielded some
positive results in London: a 20 percent rise in bus mileage, and a 40 percent drop in cost per bus
mile. In addition, the total number of passenger journeys in London has increased, despite the
fact that it has significantly decreased in other areas of the U.K. (DETR 1999a). There has also
been a rise in the use of Travelcards and a rise in the provision of formal transfer facilities and

information (TfL 2002), particularly since the establishment of TfL under the Greater London
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Authority. Thus, in the case of London, competitive tendering has yielded contracts that have
reduced public sector costs without sacrificing system integration.

Nevertheless, many experts point to the key role of the private transit operator as an
entrepreneur of services. Some argue that the competitive system in London tends to favor the
larger operators and that some requirements are too prescriptive to ensure operator innovation.
On the first point, large bus operators can often afford to invest in vehicle improvements and
route coverage, giving them a competitive advantage over their smaller competitors, which often
provide limited or niche market services.

In response to the second point, some observers point out that regulation stifles industry
innovation (e.g., the introduction of smaller vehicles to satisfy demand) because it relies on
transport authorities to predict how markets will react to outside factors. For example, contract
periods range from five to seven years, widely seen as too long a period to permit adequate
response to market changes. In addition, authorities do not allow for a great deal of operator
input into network planning when in fact, operators know many of the routes and can provide
valuable advice. Perhaps, competitive tendering and contracting processes could be structured to
permit mid-contract service adjustments where warranted.

6.3 Research Focus

At present, only a limited amount of research has addressed the initial impacts of these
post-1998 transport planning policies on transit services throughout Britain. So far, most of the
studies have either been concerned with the implementation and evaluation of individual LTPs
and Strategies (Bristow et al 2001), or the evaluation of widespread transit integration efforts in
London (TfL 2002). The proposed research aims to bring these two areas together, measuring the
impacts of transport reforms (introduced under the 1998 Transport White Paper) on the
integration of transit services in specific areas. For example, this study examines the impacts of
Local Transport Plans and Quality Bus Partnerships on the nature of interoperator agreements and

the subsequent services provided.
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Some of the survey work focused on the degree to which private operators change their
behavior with regard to cooperation. For example, it considered the introduction of incentives
that outweigh commercial concerns. Clearly, these “carrots” hold the potential to produce
significant modifications in the level and extent of seamless connections. At issue is whether
Quality Bus Partnerships and other interagency arrangements can achieve a significant
improvement in service and to what degree this model should be advocated as an alternative to
competitive tendering in other cases. There is reason to believe that since a great deal of
investment is being funneled into Quality Bus Corridors, certain Partnerships will be more
effective than others.

In addition to an historical analysis of the transport planning processes in each of the two
case Mets and London, this research compared systemwide, coordinative efforts within all three
of the case cities. For example, formal policy directives and coordinative efforts aimed at
improving integration in Quality Partnerships, Bus Corridors and other service areas (see Table
6.3) were analyzed. What changes have been made to QBPs and/or QBCs and how has this

affected other routes?

Table 6.3. Simple Typology of Situations for Analysis

TYPE OF TRANSIT SERVICE
METRO. COUNTY Quality Partnership Non-Quality Partnership
Greater Manchester Integrate Project Other Services
Tyne and Wear Superoutes Non-Superoutes
London All Routes

This analysis will not only consider the characteristics of a representative set of cooperative
arrangements (e.g., both bilateral and multilateral agreements between transit operators and/or
authorities), but will also examine the nature and quantity of changes in supply that have resulted

from market conditions and policy changes. Ultimately, the intent of this work is to obtain
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information that is representative of specific situations in the case Mets, so that policy-driven
strategies can be evaluated.

While this study primarily evaluates the effectiveness of Quality Bus Partnerships and
collaborative arrangements in the Greater Manchester and Tyne and Wear areas, it is important to
distinguish between policy effectiveness and policy implementation. In this case, the former
refers to whether services were enhanced (as a result of policy) more than they would normally
have been without the policy, while the latter is merely the execution of services in response to
local policy. This study attempts to explore the effectiveness of past programs in the
improvement of integration.

Future research needs to focus on measuring the effectiveness of other integration
strategies. For example, in order to better serve the needs of transferring passengers, future
research efforts should additionally center on improving interoperator service expansion,
collection and dissemination of information, marketing and both local and regional policy. In
addition, future studies could explore the inherent characteristics of individual Quality Bus
Corridors, particularly in the larger metropolitan areas. For example, what are the criteria used to

select a corridor and how are they different from other areas?
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