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PREFACE

The project on the impacts of subsidies and different forms of control and organization of urban bus sys-
tems in Latin America, whose main results are presented in this report, was carried out by the Transport
and Communications Division of the United Nations Economic Commission for Latin America and the
Caribbean (ECLAC) between November 1988 and December 1991. It took into account some previous
work in the same area, particularly a 1988 questionnaire survey of public transport in Latin American
and Caribbean cities.

A draft version of the report was distributed to the participants in a regional seminar on institutional
aspects of bus transport in Latin American cities, which was held at ECLAC headquarters in Santiago,
Chile, from 13 to 15 November 1991. As a result of observations made by these participants, certain
modifications were introduced into this final version of the report. Some updating was done at the same
time.

The project involved the preparation of case studies for ten cities: Bogota (principal consultant Jorge
Acevedo), Brasilia (Willian Aquino), Buenos Aires (Olga Vicente and Patricia Brennan), Havana
(Humberto Valdés), La Paz (Johnny Sanjinés), Lima (Augusto Dall’Orto), Mexico City (Victor Islas),
Quito (César Arias), Santiago (Oscar Figueroa), and Sdo Paulo (José Generoso and Jodo Correa). These
reports, which are unedited and in Spanish or Portuguese only, are available on request from the Trans-
port and Communications Division.

ECLAC gratefully acknowledges the financial support of the Government of Germany, without which
it would have been impossible to carry out more than superficial research into the subject matter covered.
The German Government has agreed to continue its support in 1992. This will permit additional seminars
to be held in other cities of the region, thus giving wider dissemination to the results of the project, which
will be especially relevant in countries where short-term urban transport policy is being developed. It
will also permit further research into the best form of bus company organization and institutional environ-
ment under Latin American conditions.



Chapter |

MAIN RESULTS, CONCLUSIONS,
AND RECOMMENDATIONS

A. REGULATION AND DEREGULATION

1. Some experiences to date

The kinds of regulations applied to urban bus services in Latin America can make them excessively rigid.
The route structure frequently does not adapt itself quickly enough to the growth in the urban area and
the development of new suburbs. In already developed areas, the combination of officially imposed regu-
lation and the self-protective instincts of existing operators’ trade associations often ensures that existing
routes are insulated against competition, with consequent adverse effects on service quality.

Fares are controlled with the idea of protecting low-income travelers from being exploited by profit-
hungry bus owners, but the policy often ends up by causing serious harm to the very people it is designed
to protect, by discouraging investment in fleet expansion and renewal. Authorized bus operators have
no incentive to invest, service quality deteriorates and a void is created in the market which comes to be
filled by unauthorized operators, unless the regulatory body makes things even worse by trying to stop
this from happening. The unauthorized operators charge low-income citizens high fares for travel that
is usually unreliable, sometimes unsafe, and always uncomfortable.

In some cases, the government decides to fill part of the void by operating bus services directly, with
sad and predictable results. These services are normally badly managed. Costs are excessive and not
covered by fare revenues; more and more buses are laid up for repairs; trouble is encountered acquiring
spare parts; excess staff is retained, and the ratio of staff to operating buses rises, sometimes to ridiculous
levels; such buses as the company does succeed in getting onto the road are overloaded, which in turn
increases the need for spare parts for seats, gearboxes, clutches, brakes, springs, shock absorbers, and
so on, which the company has no money to buy; etc. Sooner of later, regardless of its political leanings,
the government of the day begins to consider any available option to rid itself of the service by selling
it or giving it away to the private sector or to some other arm of government.

Many of the ills of public transport in the cities of Latin America can be attributed to excessive or
misguided regulation.

It is possible to claim as well that excessive or misguided deregulation does not makes things much
better, as explained in chapter VII. Badly-thought-through deregulation causes (i) high fares, (ii) exces-
sive supply expansion, (iii) buses (and other public-transport vehicles) of undesirably small carrying capa-
city, (iv) bus-created congestion, and in the end, (v) a desperate attempt to get things back on an even
keel that runs the risk of making conditions worse rather than better.

Clearly, both bad regulation and bad deregulation should be avoided.
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2. A better way to regulate

In the past, urban bus regulation in Latin America has been plagued by a perceived need on the part of
the authorities to, first, protect bus operators from “cut-throat” competition, and then, to protect
passengers from the potential evil effects of self-interested bus owners who do not have to fear that mis-
treated travelers might switch to another operator’s buses, which the government does not allow to exist.

Authorities should realize that competition is not bad. One way to do this, which maintains the basic
ingredients of regulation, would be to put licenses to operate specific routes up for bid every few years.
The required service quality (routes, frequencies, operating hours, size of buses, etc.) would be specified
in the tender documents, and the operator offering to charge the lowest fares would be selected. Conven-
tional wisdom suggests that services should be relet at the end of the economic life of the buses currently
operating them, but this is not necessary in a large city with an active market in new and used buses.

As a result of deregulation policy, the bus fleet has expanded until it fills all available space in
the twin bus lanes on Santiago’s Bernardo O'Higgins Avenie.
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Good regulation requires good inspectors, together with an adequate supply of them. There is little
point in drawing up regulations if their enforcement cannot be guaranteed. Ways should be sought to
include within the monitoring system consumers’ groups, i.e., involving the very people that much of
the regulation is designed to benefit.

Good regulation also requires good route-planning procedures. The development of comprehensive,
mathematically based computerized simulation models of the urban bus market is really indispensable for
this purpose. Only via such models can the route structure, frequencies, etc. be optimized and kept opti-
mized. Cities evolve and need bus networks which evolve with them. If a consumers group or a bus
company suggests the operation of a new route or a modification to an existing one, the authorities should
be in a position to work out what effect the change would have on existing routes. If a concession is
given to an operator to run a service from A to C through B, and then another route is proposed to link
A and C through D, the former might have a just claim to compensation for any loss of net revenue.

Good regulation requires sensible fare setting as well. Authorities must recognize the basic truth that
low fares breed low-quality services. Private-sector bus operators cannot subsist in the long term unless
their gross revenue covers their long run costs. The authorities can choose among a spectrum of options
varying from high fares, low occupancy factors, dense networks, and frequent services, to low fares and
infrequent services provided by crowded buses operating on main streets.

3. A better way to deregulate

The urban bus market is different from most other markets, due mainly (i) to the difficulty consumers
experience in obtaining adequate information about the alternatives available to them and (ii) to external
effects, especially congestion and pollution. If an urban bus market is deregulated without recognizing
this, mistakes are likely to be made. External costs can be internalized via pricing or other measures,
but the information problem is more difficult to solve.

If the market is deregulated and different buses charge different fares, passengers waiting at a stop
cannot make rational choices about what bus to board unless they know the fares, occupancy factors, and
expected arrival times of congestion-affected buses on routes which pass close to their intended destina-
tions. A comprehensive technical solution to this information problem has not yet been achieved and
probably will not be in the immediate future, although a start has been made. The inadequate information
possessed by travelers reinforces the tendency of deregulated urban bus markets to offer excessively
frequent services at high cost to the user.

If the external effects of congestion and pollution are not charged to bus operators (who would pass
them on to their customers), the tendency towards excess supply will be further reinforced. Services will
be too frequent and buses will be too small. To counteract these tendencies, some form of urban road
pricing should be introduced to require operators to pay for the congestion and pollution they cause.
Since this would be inconceivable unless higher-income car users had to do the same, one concludes that
deregulation should be accompanied by the generalized application of and urban road pricing scheme.
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B. ORGANIZATIONAL STRUCTURES FOR
PRIVATE-SECTOR BUS COMPANIES

1. The basic problem

purchasing of buses, which does not permit quantity discounts and results in a variety of shapes, sizes,
and vintages of vehicles. Such associations do not exist in Brazil, although in mid-1991 the Sdo Paulo
municipal government was thinking about creating them.

2. The recommended solution

are dynamic, tend to ensure that bus services are supplied where a demand for them exists, and are effi-
cient in terms of staff and bus-kilometers per bus. But, if loosely integrated, they leave too much power
in the hands of individual owners, This results in (i) services being run, even when demand is low, as
long as each owner thinks the fare revenue collected would exceed what he imagines his costs to be;
(i) higher-than-necessary investment costs per bus; (iii) higher-than-necessary maintenance costs per bus;
(iv) difficulties in relations and negotiations with the regulatory authorities; etc.

In Buenos Aires, these problems have been effectively solved, in a manner that does not require the
wholesale reorganization of the bus transport sector. Under this scheme, a bus is effectively treated as
a share in a bus operating company (i.e., the association). The company manages the bus fleet on behalf
of its members in a coordinated manner. In many cases, however, each individual owner closely moni-
tors the way his particular bus is treated, ensuring —for instance- that it is given its fair share of peak-
period frequencies, that it is not laid up for excessive periods for maintenance, and that scheduled inter-
vals between his bus and the one in front are maintained.

No one solution to any urban transport problem should be transferred blindly from a city in one
country to another city in another country. But if the Buenos Aires model should not be adopted, then
it should at least be adapted for application in other Latin American cities,

C. TO SUBSIDIZE OR NOT TO SUBSIDIZE

1. The nature of the problem

Subsidizing urban bus operation has been proven to result in wastage of resources in the industrialized
countries. The same cannot be proven in Latin America because the statistical base is not good enough

as well. However, subsidization is highly correlated with public ownership and, while the main cause
of wasted resources may well be public ownership rather than subsidies per se, the latter probably con-
tribute to the problem. Perhaps it would be fairer to say that subsidies of the particular kinds handed out
in the past (and still handed out in Mexico, Quito, and elsewhere) are to blame.
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On the other hand, subsidies of any kind, even relatively efficient ones, are expensive in opportunity-
cost terms, since the demands made upon the resources available to Latin American governments are
large compared with supply. In general, money saved on public transport subsidies can be usefully em-
ployed elsewhere.

2. The need to subsidize

The income distribution of Latin American citizens is skewed, and an important percentage of urban
families cannot afford to pay normal commercial prices for the minimum amount of bus services they use.
In many cities, basic home-work and home-school trips can consume 15% or more of the income of the
least affluent families. Clearly, these are people who need to be helped. Otherwise, they will have only

limited access to work and educational opportunities and, in the medium term, their plight will be made
worse.

In Latin America as elsewhere, the traditional approach to the problem has been to grant blanket sub-
sidies to publicly owned bus companies, which offer low-user-cost basic transportation. Although such
companies have been shown to be inviable in Latin American conditions, the need to help remains. A
better way to do it is required.

One of the problems of blanket subsidies is that they benefit everybody who gets on board, rather
than just the people who need assistance. Hence they are intrinsically wasteful. A way around the prob-
lem has been applied in Colombia and Ecuador for many years, by requiring employers to give workers
special allowances on top of their wages, meant to cover basic urban transportation needs. Such
allowances are simple to administer but over time come to be considered an integral part of wages. Also,
there is no guarantee that they are in fact spent as originally intended. They do not reach the unem-
ployed, nor people engaged in the informal sector. Even so, they may constitute the most effective
solution to the problem.

In Brazil, a more sophisticated variety of the same measure is used. The scheme involves the
distribution of transport vouchers (vales transportes) by employers to low-income workers. It is partially
financed by the employers themselves, and partially by the government (through tax rebates). It is
complicated to administer, and does not benefit workers in the informal sector, but has come to be widely
used in Brazilian cities. A detailed evaluation of the scheme is required before reaching a conclusion
regarding whether it is suitable for use in other countries.

In the United Kingdom, socially desirable but commercially nonviable bus services are put out to ten-
der by local authorities, who are obliged to accept the lowest bid to run the particular quality of service
specified in the tender documents. The British system results in a subsidized network superimposed on
a commercial one. It guarantees that the services required are offered, that operators compete among
themselves to provide those services, and that the total amount of subsidy is minimized. But it too is

complicated to administer, and needs to be studied in depth before being recommended for application
in Latin America.

3. Concessionary fares

In Latin America, both public and private bus companies are usually required to carry schoolchildren and
occasionally retired people at lower-than-standard fares. Sometimes they are obliged to carry such people
free. In some countries, policemen, military personnel, postmen, and others have similar entitlements,
However, the government body which orders concessionary fares rarely compensates the bus company
for the losses it thereby directly incurs. Indirectly, other passengers pay the costs, either through higher
fares or lower-quality services. There may be good justification for the granting of concessionary fares,
but there is no reason to ask the other passengers to pay the bill.
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Correct compensation requires taking into account the demand elasticity for travel, i.e., recognizing
that lower fares attract more passengers. This is actually done in the United Kingdom, but it is probably
a second-order sophistication that can often be ignored. Correct compensation for generalized concession-
ary fare schemes also requires that surveys be carried out to estimate the number of passengers who travel
at reduced fares on each route, which is a complication to be avoided if at all possible,

The idea behind allowing school children to travel at reduced fares is to enable them to get to and
from school without straining family budgets. Thus, it should be possible to grant each child a pass to
travel on a specific bus line, the cost to which can be reimbursed without any complicated calculations
or administrative procedures. The distribution of school children per route is much more varied than that
for retired people or most other special categories. These others can be given all-line passes, with
compensation being granted to all bus companies at the same rate per seat-km offered. If the government
wants them to travel free, the rate will be equal to the product of each company’s fare revenue times the
ratio of the sum of the estimated number of trips they make on all routes, to the number made by regular
fare-paying passengers.

D. FARE CONTROL

1. The need to control fares

If any market (be it for urban bus transportation, telephone services, water supply, or whatever) is con-
trolled by regulations which confer semimonopolistic privileges upon operators, it is virtually obligatory
to control the prices they charge so that they cannot exploit such situations for their own benefit. In the
particular case of the market for urban bus transportation, even if supply is not controlled, there are
arguments in favor of controlling fares. This ensures that the market does not tend towards a condition
in which fares are abnormally high, the bus fleet unusually large, and bus occupancy correspondingly low
(as can occur under complete deregulation). In short, fare control is necessary under regulation and
might be desirable even if supply is deregulated. In either case, the justification for fare control would
be to make sure that the market produces that combination of service quality and user cost that the
authorities prefer.

2. Fare control to serve political ends

Latin American urban transport history abounds with cases in which fares have been fixed, not using
technical or economic criteria but rather for political convenience. Often, to gain votes, fares are fixed
at low levels which makes it impossible for operators to cover long-run costs at reasonable occupancy
factors. Fare increases are rarely granted just before elections, which means that they are reduced in real
terms given normal Latin American inflation rates. If compensating increases are allowed after elections,
little permanent harm might be done, but politicians are not always prepared to do this. In some Latin
American countries, fares have been held at levels lower than long-run costs for a period of several years,
which results in the kind of disinvestment mentioned at the beginning of this chapter.

Bus operators have come to distrust fare-setting institutions and react by giving them false informa-
tion, overestimating costs and underestimating ridership. In turn, this gives such bodies reasons not to
grant the increases requested. Among the results of this mutual distrust, in the Latin American environ-
ment with high inflation levels, are lock-outs by operators and the destruction of buses by irate bus users
on the rampage.
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Fare setting must be taken out of the political arena. Technical formulas should be devised and ap-
plied by non-political bodies. This is easy to say but difficult (although not impossible) to do. It requires
the establishment by law of independent tribunals, well-defined cost estimation formulas, and periodic
surveys to count the number of passengers each bus carries.

3. Fixing service quality via fixing fares

If fares fall (rise) relative to bus operating costs, service quality will fall (improve) as well, unless opera-
tors’ revenues are increased (reduced) by compensatory subsidies (taxes). If fares are low, operators can
only cover costs by carrying a large number of passengers per bus, which implies overcrowded conditions
and infrequent service. If they are high, and entry is not blocked by excessive regulation, occupancy
factors will tend to fall until each bus owner earns just normal profits. In Santiago, increasing real fares
resulting from the deregulation policy went hand in hand with the decline in mean bus ridership over the
1977 to 1988 period (see figure 1). The inverse correlation coefficient between the annual values of real
fares and ridership over the 1977 to 1988 period is 0.97. In cities where fares are fixed, the respective
authorities should be made fully aware that fares and service quality are directly related. They can
choose between a continuum of different fare and quality standards. Where personal income levels are
low and there are insufficient public funds to finance subsidies, low fares and low service levels may be

the politically preferred option. In high-class suburbs, people may prefer to pay high fares for premium
service.

4. Fare structures and collection mechanisms

In most Latin American cities, the norm is that a flat bus fare is charged on all routes throughout the city,
and usually at all times of the day. Sometimes surcharges are allowed in the evening, on Sundays or on
public holidays. Sometimes too, premium services are allowed to charged higher fares (see below). But
fare structures which relate the amount paid to the distance traveled are rare. Equally rare are structures
which allow a change of bus without payment of another fare.

Flat fares have a number of disadvantages. They inevitably imply cross subsidization; they
discourage operators from servicing long routes or ones with low passenger turnover; they become
increasingly inefficient as cities grow; they complicate integration with rail modes, etc. But with one-man
operation of buses and difficulties of inspection, they have come to be accepted.

However, interest has recently been expressed in technologically advanced ticketing systems involving
electronic cards. A system of this nature is being installed in Cordoba, Argentina, being evaluated for
Buenos Aires, and being thought about in Santiago, Chile. It is not costly in relation to its benefits,
which include: minimization of cross subsidy, facilitation of fare integration in multioperator environ-
ments; elimination or severe reductions in nonpaying passengers, and others. The Cordoba experiment
should be watched by public transport authorities and operators’ associations from other cities.



16

Figure 1

BUS UTILIZATION IN SANTIAGO, CHILE
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E. WHAT TO DO ABOUT PUBLICLY OWNED BUS ENTERPRISES

1. The relative efficiency of publicly owned bus companies

As previously mentioned, the Latin American experience with publicly owned bus companies has been
unfavorable (see chapter VI). Publicly owned companies are inefficient whether they are administered
at the national or local level, although it would appear logical to expect that locally managed companies
can respond better to the city’s needs and avoid unnecessary layers of management. It is difficult, how-
ever, to escape the conclusion that public provision of urban bus services should cease. Similar conclu-
sions have been reached by national and local governments of different political inclinations in various
Latin American countries. The arguments in favor of terminating public ownership have nothing to do
with politics but everything to do with the efficient allocation of resources.

2. Terminating publicly owned companies

There are several ways to terminate a publicly owned bus company. One of the more interesting, which
was successfully applied in Buenos Aires at the beginning of the 1960s, is to transfer the buses to workers
in place of severance payments. This transforms employees into small-scale entrepreneurs and, at the
same time, transforms inefficient publicly owned companies into embryonic Buenos Aires-style route
associations, which have become a model of efficiency.
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F. ILLEGAL OPERATORS AND FREEDOM OF ENTRY INTO THE SECTOR

1. The role of illegal operators in the transport system

As already mentioned, illegal operators exist, basically because —for one reason or another— authorized
operators do not supply the full array of public transport services that the city needs. In outlying suburbs
of some cities and in the whole area of a few, they have come to be almost essential. Without them,
people would experience many problems in getting from one place to another.

The poor mechanical condition of some illegally operated vebhicles is illustrated by this pickup
in Bogota, which has a problem with the rear suspension that its owner/driver is trying to fix
between trips.
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2. The problems of illegal operators

Illegal operators often provide authorized ones with unfair competition. By having no legal existence,
they pay no taxes, their drivers do not comply with any labor or social-welfare legislation, and their
vehicles are usually not in good enough condition to be licensed to carry passengers. Thus, illegal
services can generally be operated at lower costs than formal ones. Their fares may be excessively high,
due sometimes to the intrinsic nature of the routes operated (e. g., over steeply graded unpaved tracks in
outlying suburbs), and sometimes to collusion between operators. Having no legal right to operate, they
have little incentive to invest to improve the quality of the services they offer.

3. What to do about them

Illegal operators usually fulfill a need. If they did not, they would probably not exist. The fact that they
do is a strong argument for continuing to tolerate their existence. Most of the problems associated with
them could be solved simply by legalizing them, and then requiring them to comply with the same laws
and regulations applied to other authorized operators. By so doing, (i) public safety would be ensured,
(ii) there would be no unfair competition with previously authorized operators, and (iii) they would be
brought within the scope of fare-setting procedures.

Legalizing hitherto illegal operators can usually be done at zero political cost. It makes users happy,
since the continued existence of the services on which they depend is ensured. The illegal operators are
pleased for the same reasons. Previously authorized operators suffer no increase in the physical volume
of the competition they face, and stand to gain by the fact that this competition no longer has any unfair
cost advantage.

4. The basic problem of access to the business

If there were to be no restrictions on access to participation in the public transport sector, there would
be no illegal operators. However, it is relevant to ask whether there should be any other restrictions
placed on would-be operators. The conclusion is that only the following restrictions should be placed
on entry:

(i) all operators should comply with legislation regarding drivers’ working hours, vehicle safety and
technical standards, taxation, and rules concerning traffic discipline;

(ii) external costs of congestion and different forms of pollution should be borne by all road users
in an equitable manner.

Bus operators have managed to convince governments for too long that their business is different from
other retail services such as selling shoes, socks, or sausages, and thus they -but not others- should be
protected from the threat of competition. Governments have done nothing to reason with them, probably
because cities can continue to function for a few days even though citizens cannot buy new shoes, socks
or sausages. A lock-out by bus operators, however, has a much higher economic and social cost. None-
theless, the net present value of supporting increased costs for a limited period of time, and then reaping
the benefits for a long time afterwards, can be considerably greater than that of forever tolerating
unnecessarily expensive urban transportation systems.
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G. AN ARRAY OF BUS SERVICES TO REFLECT CONSUMER DEMAND
1. The demand for bus services in Latin American cities

Generally speaking, income distribution in Latin American cities is highly skewed. This is clearly the
case of people who use bus services, especially when compared with their counterparts in Europe or
North America. The need thus exists for a greater array of public transport services in this region than
in cities of the industrialized world.

The demand for bus services of different standards is related as well to the need to do all that is eco-
nomically feasible to reduce car usage in congested and polluted areas, and to transfer people to modes
which generate lower external costs per traveler. The ability of buses to attract the car commuter has
sometimes been overestimated, but there have been some successful cases in Latin America.

This executive-style bus operates in Brasilia. Similar services can be found in other
Brazilian cities.
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2. Approaches to the problem

In Bogota, an attempt to match quality and cost with demand for bus transportation has produced 11
different service categories, all with different fares. This is done not only to provide services for all
tastes and budgets, but also to provide financial incentives for bus owners to replace old vehicles, for

which fares are set at lower rates than for newer ones. (Of course, such diversity may also create some
confusion.)

The basic need is to provide a superior-quality service for higher-income travelers, some of whom
would otherwise use their cars. The service should be available on many routes, especially those going
to higher-income suburbs. It should not be significantly more profitable than regular service, to avoid
giving operators an incentive to abandon the latter. In Buenos Aires, luxury-bus licenses are only granted
if the applicant already runs regular services on the same route. Superior services should probably be
provided by comparatively small vehicles able to operate frequently and move quickly through congested
traffic.

However, it is not necessary to specify the type of vehicle. In principle, allowing superior-quality
services to charge more is incentive enough to bring them into existence. Fares can either be set at a
high level to reflect greater costs per passenger, or they can be left up to the operator. If such services
succeed in reducing the number of car commuters, they will tend to lower congestion and pollution costs,
whereas if they attract users from regular bus services they will do the opposite. The external effects of
superior-quality services should be monitored to determine if additional incentives or disincentives need
to be applied.



Chapter Il

OBJECTIVES OF THE PROJECT

A. BASIC CONCERNS

The project which forms the subject of this report derives from certain fundamental concerns of the
Economic Commission for Latin America and the Caribbean (ECLAC) about urban bus transport policy
in the region. While the underlying problems were often the same from one country to the next, there
seemed to be little consistency in the ways chosen to solve them. There was sometimes even considerable
inconsistency between two cities in the same country, if the commonality of the problems they shared was
outweighed by differences in the political inclinations of their respective local governments,

It might be worth citing some examples. For instance, while Colombia and -in particular- Bogota
were concerned over the cost of subsidies for urban bus operation, Mexico and especially Mexico City
were freely distributing subsidies in an attempt to provide affordable mobility to the bulk of the urban
population. In Mexico City, all private bus companies were eliminated by decree and their operations
and equipment transferred to a single publicly owned company, at virtually the same time as publicly
owned enterprises were themselves being terminated in Santiago (Chile) and Caracas. While government
controls were being tightened on bus transport in Curitiba (Brazil), they were being loosened in La Paz
(Bolivia), and so on.

To a large extent, divergent urban public transport policies reflect the different political orientations
of the governments applying them. For instance, Bolivia’s National Road Transport Company (ENTA)
was formed in 1983 under an interventionist government which believed in the State participating as an
operator of transport services. The succeeding government, of neoliberal orientation, believed in a decen-
tralized economy and promptly handed ENTAs buses (and trucks) over to the authorities of the various
cities where they were based.

But the general political thinking of the government certainly does not explain all the divergences in
urban transport policies. In the early 1980s, bus transport in Mexico City was passed to State ownership,
while several years later a government of the same party was thinking about some mechanism to return
it to the private sector. It was under a left-of-center government in Bolivia that entry restrictions to the
urban bus transport sector were lifted. Under the socialist government in Cuba, a special category of
minibuses charging premium fares was authorized, while such services were never licensed by conserva-
tive governments in Paraguay. Under a free-market-orientated government in Ecuador, the fleet of muni-
cipally owned buses in Quito was expanded by 400%. In S3o Paulo, a left-wing municipal government
that in mid-1990 had announced zero fares on municipal buses, by mid-1991 had changed its mind and
was even thinking of transferring its bus company to the private sector due the difficulty it was having
in funding the company’s deficit.

One of the fundamental reasons for urban bus transport policy divergences was a virtual complete
lack of fundamental and practically orientated research into the effects of different policy options in Latin
American conditions. Such research was in its infancy even in the developed countries in the 1970s.
Researchers concentrated their energies on the easily modeled physical aspects of transport and traffic
planning, and placed little emphasis on institutional matters. Nobody really understood, for instance, the
broad effects likely to result from subsidizing urban bus operation, and subsidization normally happened
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as a consequence of pressure from operators or users, or as a result of general inertia. The deregulation
which took place in Chile from the end of the 1970s was not based on any fundamental analysis of the
likely effects. Neither was the Mexican Government’s decision to take over all private buses in Mexico
City in 1982. The Chilean measures were adopted to be consistent with overall economic policy, while
in the Mexican case, the takeover was precipitated by the failure of an agreement between the bus
operators and the authorities on fare levels and service quality improvements.

Beginning in certain developed countries in about 1980, some quite rigorous research, both statistical
and of other types, began to be carried out on institutional aspects of urban bus transport. One of the
most interesting studies was conducted by the Transport and Road Research Laboratory (TRRL) of the
United Kingdom, using data from a number of countries. It concluded that subsidies to urban bus
transport do restrain fares and lead to better service, but they also result in what might be termed
“leakage,” i.e., the subsidized operators become less efficient and their costs rise [Bly, Webster, and
Pounds, 1980]. In effect, part of the subsidy goes to bus-company staff rather than to the traveling
public. These findings were later confirmed by another TRRL study using multinational data, and by
research carried out in the United States on national data [Pucher, Markstedt, and Hirschman, 1983].

It might have been supposed that the general conclusions of these studies were equally valid in Latin
America, but no investigation was undertaken to prove it. The present study at one time had hopes of
doing this, but the quality of available data made it impossible to use methods anywhere near as rigorous
as those used by the TRRL and in the United States.

In certain developed countries, concern about the costs and effectiveness of subsidies encouraged
thinking about what could be done to reduce them. This was especially true in the United Kingdom
during the period of the Thatcher governments, where interurban bus transport was deregulated at the
beginning of the 1980s. Deregulation of local services, which were mainly but not entirely rural in
nature, was tried out in three areas during the first years of that decade. The results were not conclusive,
but deregulation was at least shown not to be harmful. Later, bus deregulation was extended nationwide
to all rural bus services and to all urban services outside London. At the beginning of the following
decade, the government announced its intention to deregulate bus transport in London as well.

In Latin America, urban bus deregulation was applied in Chile, as from the end of the 1970s, with
mixed results (see chapter VII). In other countries, considerable interest has been shown in the British

and Chilean experiences, but there has been no great rush to emulate them. Peru, however, deregulated
in 1991.

Along with the interest in deregulation, the possibility of privatizing urban bus services has also com-
manded much attention from policy makers. In both the United Kingdom and Chile, privatization effec-
tively formed part of the deregulation package, and the same is planned in Peru. Nonetheless, it is pos-
sible to privatize without deregulating, as was done in Buenos Aires in the early 1960s. In some sectors
of the economy such as airports or telecommunications, the strengthening of regulations is normally
thought to be necessary if publicly owned companies are privatized, in order to control the resulting
profit-motivated monopoly. Deregulation itself tends to be favored by neoliberal governments on
ideological grounds, but privatization is sometimes considered by left-wing governments as a way of solv-
ing economic problems and generating revenues without raising taxes, even though this may go against
their ideology. But as is the case with deregulation, there is more interest than action in the privatization
of urban bus services.
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B. THE GENERAL STUDY APPROACH

Complete uniformity of policy in the area of urban public transport management and organization is
neither necessary nor desirable. For example, the Sdo Paulo metropolitan area has a population of ap-
proximately 15 million people with high incomes by Latin American standards. It also has an extensive
urban rail network. Clearly, its policy needs are different from those of La Paz, which has one million
relatively low-income inhabitants and no urban rail services at all. Nonetheless, there was a definite need
to evaluate the effects of different policy measures on service quality and efficiency, and to place the
results of that evaluation at the disposal of urban transport authorities in the region. It was anticipated
that such an evaluation would contribute to improved decision making.

Special attention was given to certain issues known to be of particular interest to policy makers:

(i) the comparative advantages of publicly and privately owned urban bus companies;
(ii) the extent to which deregulation of urban bus transport is desirable;

(iii) the advantages and disadvantages of subsidizing urban bus transport;

(iv) the best way to organize small- and medium-sized bus transport enterprises.

The analyses conducted were largely empirical, although it was planned to carry out various concep-
tual and theoretical investigations. While this aspect was not ignored, the scarcity and inadequate quality
of cost and other type of data prevented them from becoming the focus of attention.

First, a survey was made of the current status regarding subsidies, ownership, and regulation in urban
bus transport in Latin America and the Caribbean. For this purpose, a questionnaire was developed and
distributed throughout the region. A total of 51 usable replies were received from cities in 17 countries,

which provided adequate coverage of the region. The results of this survey largely tended to confirm
previous ECLAC findings.

Second, a list was drawn up of cities that warranted more detailed study. The main criterion used
to prepare the list was that the cities should exhibit some variation with respect to at least one of the three
independent variables -subsidies, ownership, and regulation- selected for analysis. For example, a good
candidate would be a city where bus transport had been deregulated during the recent past, or where bus
ownership had been transferred from the private to the public sector, or vice versa. This would make
feasible the analysis of a before-and-after situation. Cities in which public and private bus companies
subsist side by side with one another were also likely candidates.

The final selection took practical aspects into account as well, especially the availability of suitable
consultants who could conduct case studies within the project budget. In general, preference was given
to specialists already known to be experts in the field and whose work was also of recognized quality.

The cities chosen were the following:

* Bogota, where subsidies for bus operation were withdrawn during the 1980s;

® Brasilia, where one publicly owned (local government) company operated with three private firms
in a highly regulated environment;

* Buenos Aires, mainly because of its interesting and highly successful form of bus route associa-
tion; ,

* La Paz, where the local operations of a national-government-owned company formed in the 1980s
were transferred to the municipality two years later, to complement services provided by partially
deregulated route associations;

* Lima, where a company owned by the national government operated together with a variety of
private services;
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Mexico, where almost all bus operations were provided privately until the beginning of the 1980s,
when they were taken over by a company belonging to the city government;

Quito, where private route associations operated alongside an expanding municipally owned com-
pany;

Santiago, where bus transport was deregulated at the beginning of the 1980s;

Sio Paulo, where a municipally owned operation coexisted with private companies.

Terms of reference were drawn up to give consultants common guidelines for their analyses. Each
city was visited, and consultants identified and contracted.

Most of the case studies were delivered late, for a number of reasons. A case study was presented
voluntarily by Havana, which would not have been chosen on the basis of the original selection criteria.
Nonetheless, the city is interesting, since all bus transport is provided by one State-owned and locally
controlled company.

Supplementary information was collected from a number of sources and used to reinforce that pre-
sented in the case studies.

Local seminars were held in most of the 10 cities studied (Bogota, Buenos Aires, La Paz, Lima,
Mexico, Quito, and Santiago), in which representatives of bus companies, regulatory authorities, research
institutions, bus manufacturers, and other relevant bodies analyzed the corresponding consultant’s draft
report. Advantage was taken of these seminars to obtain up-to-date information on transport in the
respective cities.
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THE RECENT EVOLUTION OF BUS
IN SURVEYED CITIES

A. BOGOTA

Even though all public transportation in Bogota is roadborne (i.e., there are no rail services), the variety
of submodal options is probably a world record. In early 1989 the following privately owned public
transport vehicles were officially authorized to operate: (i) 1,208 subsidized 35-seat regular buses,
(ii) 5,944 unsubsidized 35-seat regular buses. (iii) 178 40-seat executive buses, (iv) nine 50-seat super-
executive buses, (v) 6,171 28-seat regular busetas, (vi) 582 28-seat executive busetas, and (vii) approxi-
mately 1,000 15-seat vans or shared taxis. Not counting the latter, there were 14,092 buses of all types.
The executive and superexecutive vehicles are not allowed to carry standing passengers, and the vans and
collective taxis are physically unable to do so.

There was, in addition, a fleet of 75 State-owned and -operated trolleybuses, which could only offer

sparse and irregular service on four routes due to an undisclosed -but presumably large- proportion of
the vehicles not being available for use.

In 1986, 3.8 million trips per day were made by busetas, 1.4 million by standard-size buses, and
0.1 million by shared taxis or vans. Regular taxis account for 0.1 million trips. Trips made by trolley-
buses were insignificant.

Remarkable features of public transport in Bogota were the size of the bus fleet and its growth.
Between 1969 and 1989, the number of buses (of all kinds) grew by 6.5% annually while the population
grew at a yearly rate of 3.6%. Although static and dynamic capacity probably grew more slowly than
the fleet, per capita effective public transport supply must have increased significantly. Even in 1969,
the Bogota bus fleet was stated as being “one of the largest in the world” [Thomson, 1977]. In that year,
only one of the 23 regular bus companies was municipally owned, and it had less than 10% of the fleet.
Then as now, drivers were paid a proportion of the fares they collected, which is recorded as having
generally favorable consequences for frequencies and quality of service from the passengers’ viewpoint.
The busetas arrived on the scene in 1970, operated by six private companies, and in 1975 were elevated
to a special category reserved for seated passengers only. Later, as has also occurred elsewhere in the
region, they started to carry standing passengers, and their right to charge a premium fare was cancelled.
The role they once played in catering to passengers prepared to pay a higher fare for a better service was
taken over by the executive buses and buseras and the superexecutive buses.

In Bogota, the route associations found in most Spanish-speaking Latin American cities do not exist
as such. The license to operate a route is to a large extent separate from the ownership of the buses
themselves, although some buses are owned by the companies holding the licenses. There is a legal obli-
gation for all bus owners serving a particular route to have a share holding in the company licensed to
operate it, although this obligation is not always heeded. In 1989, 430 routes were operated by 38
authorized groups: 23 corporations, 13 cooperatives, one limited liability company, and one limited
partnership. Owners join the group with which they wish to operate by paying an entry fee ~of dubious
legal validity- whose value varies according to the profitability of the route. Unauthorized vehicles serve
outlying suburbs, charging higher and uncontrolled fares, and also run on radial routes in peak hours.
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The fare for this executive minibus in Bogota is higher at night than during the day. The
amount charged is posted on the windshield.

Bus transport in Bogota is theoretically highly regulated, at one time by the National Transport Insti-
tute (INTRA) but since 1986 by the Bogota Special District Authority (equivalent to a municipality). This
Authority is responsible for (i) granting, modifying, or cancelling route licenses and operating hours;
(i) authorizing, modifying and cancelling company licenses; (iii) fixing fares (except for the now-extin-
guished subsidized services, whose fares were set nationally); (iv) licensing vehicles; and (v) establishing
capacity limits on the companies.

By April 1991, the fares of superexecutive buses had been decontrolled, but all others were fixed.
Any possible resultant expansion of superexecutive bus services was nullified by route licenses still being
needed. Regular buses were classified into three different age groups, for each of which a different fare
was fixed. Nighttime, Sunday, and public-holiday fares were approximately 20% higher than the stan-
dard fare for each category of vehicle. The fare increases authorized to take effect as from the beginning
of July 1991 classified buses, busetas, shared taxis, and vans into as many as 12 different categories, for
each one of which a separate daytime and nighttime flat fare was set. Superexecutive buses were still
allowed fare freedom. Standard bus fares were usually around 0.10 dollars; while superexecutive fares
were approximately 0.45 dollars in April 1991.
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Explicit operating subsidies for privately provided bus transport in Bogota have now been terminated.
In 1982, they peaked at the equivalent of over 40 million dollars. The subsidy, which was paid monthly
to buses making at least three round trips during 21 days of that month, encouraged inefficiency and so
was gradually eliminated [Acevedo, 1988]. Beginning in 1981, no buses newly entering the Bogota
public transport market could be subsidized (which meant they had to be allowed to charge higher fares).
Little by little, subsidized buses were moved to the unsubsidized category by successive age groups until
there were none left. There is little doubt that the particular form of subsidy contributed to the high
growth rates in the bus fleet, especially in the 1970s.

Although no subsidized buses remain, workers receive a specific bonus to their wages, set at the cost
of approximately 80 standard bus fares, to cover a basic number of urban bus trips each month.

B. BRASILIA

Buses are still the only form of public transport in Brasilia, despite numerous proposals over the years
for a metro or a light rail transit network. Three different kinds of services are available: regular buses
(convencional), luxury buses (executivo) and local minibuses (vizinhanga). 1In the planned central city
(plano pilow), luxury buses provide essentially the same services on longer routes as do minibuses on
local routes. By far the most important type of service is that provided by regular buses, which account
for 98% of trips made.

Four companies operate bus services, with ridership spread more or less evenly among them, from
20% for the smallest to 31% for the largest. In total, almost 400 routes are operated, including those in
satellite towns. The public-service bus fleet, comprising approximately 1,700 vehicles, is relatively large,
taking into account quite high car ownership levels, ample road space, and parking problems considerably
less acute than in other Latin American capitals. However, buses are not used productively in terms of
the average number of passengers that each one carries per day. This is largely due to intrinsic
characteristics of the city, where trips are relatively long and peaking is accentuated (more than 11% of
trips are made between 06:00 and 07:00 hours). Some 815,000 trips are made daily by bus, and 783,000
by car.

In addition to the public transport buses, in 1988 approximately 1,000 extra buses were chartered by
various ministries and other government agencies for the transport of their employees. These services
were expensive to provide, because the buses remained idle for most of the day, and they were terminated
in March 1990. Some of the commuters transferred to public bus services, which needed an extra 200
or so vehicles to cater for the higher demand.

The regulatory body for Brasilia’s public transport system is the Secretariat for Public Services. A
publicly owned company, Transportes Coletivos de Brasilia, Ltda. (TCB) was formed to operate directly
those bus services required by the Secretariat. Nonetheless, many such routes are put out to tender to
private companies. The Urban Transport Department carries out day-to-day and operational supervisory
tasks, such as specifying timetables to the operating companies. These are published and made known
to the traveling public, can lodge complaints if announced frequencies are not maintained.

By decree, a revenue pooling system was instigated in 1986. All fare revenues are paid into a central
fund managed by the TCB, from which the four separate companies are paid according to the mileages
performed by their buses. The Federal District Government subsidizes the fund whenever revenues are
insufficient to cover the companies’ costs. In 1988, the subsidy varied from zero in August and Septem-
ber to 18.5% of fare revenues in December.
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In practice, the TCB operates much the same as the three private companies. Although it performs
administrative tasks such as managing the revenue pooling system that are not required of the private
companies, it apparently employs fewer staff per bus than the latter on public transport work. It is
. possible, however, that the companies file distorted returns, assigning more staff to such work (and cor-
respondingly less to their charter operations) than is really the case, in order to make their costs look
higher than they really are for fare-fixing purposes. TCB’s buses are significantly older than those of
the other companies.

C. BUENOS AIRES

Public transport passengers in Buenos Aires have the choice of buses (known locally as colectivos), subur-
ban trains operating over a very extensive network, a metro (known as an underground), and a modern
tramway line of little importance. In addition, the city has a convenient taxi service, and car ownership
is relatively high (0.0714 cars per person). There are an increasing number of commuter bus services
from outlying suburbs, some of which are of dubious legality.

During the 1970s and 1980s, the number of trips by public transport fell as a rgsult of increasing car
ownership and decreasing economic fortunes. Bus ridership increased somewhat in relative terms and
fell slightly in absolute numbers, while the railborne modes lost ridership both relatively and absolutely.
In 1986, 64% of all trips more than ten blocks long were made by collective modes, of which the bus
share was 86%. h

_ There has been little fundamental change in public transport networks or organization since the early
1960s, when public participation in bus operations came to an end, and trolleybus and traditional tram
services ceased entirely. Later, in the 1980s, the metro company reintroduced trams in the form of a
little-used feeder service to Line “E” of the underground system. Some provincial cities have reintro-
duced or expanded their trolleybus systems, but there are no plans to do so in Buenos Aires.

Suburban trains are operated by the National Railway Company, although in early 1991, following a
strike, plans were announced to form a separate metropolitan network (which had been done before) and
privatize it (which was a new idea). The underground railway is operated by the Buenos Aires Munici-
pality, but the Federal Government has announced plans to privatize it too. For years, investment in both
the suburban railways and the underground system has been inadequate to cover depreciation. Some
operating rolling stock is almost 80 years old.

Regular bus services fall into three separate categories:

() services operating entirely within the confines of the Federal District or running between the

latter and the built-up areas beyond in the Province of Buenos Aires, which in 1989 were

- regulated by the Urban Transport Directorate in the Transport Secretariat of the Federal

Ministry of Public Works and Services (since merged with the Ministry of Economic Affairs);

(i) services operating entirely within municipalities in the Province, which are regulated by the
municipality concerned;

(iii) intermunicipal services within the Province, which are controlled by the provincial government.

There are approximately 9,600 federally regulated buses, 2,300 buses under the jurisdiction of the
Province of Buenos Aires, and some 2,000 regulated by different municipalities within the Province.

In general, services are operated by a highly evolved version of the standard Spanish-speaking Latin
American route association, through concessions, authorizations, or permissions from the relevant regulat-
ing agency. Fares are fixed by the corresponding agency, which, where jurisdictions overlap, sometimes
results in different fares being charged by different lines for the same journey.



29

A Buenos Aires bus run by a route association confronts one of the city’s traffic problems, in
the form of a railway grade crossing.

Federally regulated services comprise 147 lines operated by 123 companies owning 9,600 buses,
whose capacity averages approximately 25 seated passengers. The buses are effectively owned by indi-
viduals who group together to form the company. The buses, or bus, or part holding in a bus, effectively
represent shares in the company. Owners elect a board of directors, which appoints managerial staff to
run the company. The actual organizational details vary from one case to the next. In the most
developed companies, fare revenues are collected by the central administration, which, after paying
expenses, distributes the net income among the respective owners.

There are no explicit subsidies conceded to bus transport in Buenos Aires, although railborne modes
are subsidized. Fares are scaled by distance and, during 1990 and early 1991, have been among the most
expensive in Latin America. The minimum fare was the equivalent of 0.28 dollars in April 1991, ap-
proximately double the fare some three years previously, and the maximum was 0.57 dollars.

Some of the companies which operate regular buses also run luxury buses (diferenciales) over the
same routes, at freely set premium fares.
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Buenos Aires commuters board a luxury bus in the city center, at the end of the working day.

D. HAVANA

All public transport in Havana (including a relatively insignificant service of waterborne launches) is pro-
vided by one State-owned bus company, the Empresa de Omnibus Urbanos de La Habana (EOUH),
which ran a fleet of 2,325 vehicles in 1988. There were also 6,199 State-owned taxis and 614 taxis still
operated by their private owners. Plans to build a metro in the city are stalled for lack of financing. No
genuinely suburban trains are operated. The bus company was formed in 1961 and until 1964 was part
of a nationwide corporation. From 1964 until 1984, it was a separate company within the Transport Min-
istry. It is now administered by the Provincial Assembly of the People’s Power of the City of Havana.

The private car fleet is comprised of only 77,000 vehicles, which make 8% of all motorized trips,
while taxis perform 2%. Buses make 86% of the trips, the highest proportion among all Latin American
capitals. Mobility is quite high, with more than 1.5 trips per person per day, in part due to fares being
set quite low compared with personal incomes. Another relevant factor is the limited range of consumer
goods and services on the market, which tends to divert purchasing towards public transportation, simply
because it is available. In Havana as elsewhere, fraud is a problem, and an estimated 20% of passengers
ride without their fares accruing to the company. No tickets were issued (as of 1989), but a ticketing
system was under consideration.
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The company’s buses are relatively new, their mean age being less than four years in 1989. Even
s0, technical deficiencies and inadequate supplies of spare parts limit their availability. Of the 2,325
buses in the company’s fleet in 1988, only 1,567 were operating on a daily basis. Each of these carried
a very heavy load -2,465 passengers daily in 1988- which tended to aggravate maintenance problems.
Some second-hand buses have been incorporated through donation by an Italian municipality.

Bus transport is formally regulated by the Transport Ministry, which is responsible for authorizing
the establishment, modification, and abandonment of routes. However, in practice, since the transfer of
the administration of the company to a city institution in 1984, the company has become self-regulating.
The flat fare is set by the State Prices Committee.

In 1990 a separate company, the Empresa Provincial de Servicios Especiales por Omnibus de la
Ciudad de La Habana, began operating a small fleet of luxury minibuses known as émnibus ruteros.
These carried only seated passengers and run over fixed routes with increased spacing between stops.
Although confirmation is not available, it is thought they ceased to operate the following year, when cut-
backs on the order of 35% were made in bus services due to an acute shortage of fuel and spare parts.

EOUH normally incurs an annual deficit which is financed by the National government. This subsidy
is partially offset by taxes paid by the company. Buses are bought at preferential rates considerably
below world market prices (at the official exchange rate). The company is probably effectively subsi-
dized, although since prices in Cuba do not necessarily reflect true opportunity costs, it is impossible to
be sure. Paying passengers as a whole would be subsidized less than the company, due to the fraud
problem.

E. LA PAZ

As in Bogota, all public transport in the La Paz urban area (including the adjoining Municipality of El
Alto) is roadborne. Projects for alternative systems have been developed, including a mass-transit version
of the cable car which has been actively promoted by the Municipality of La Paz and for whose
construction tenders were being invited in mid-1991.

La Paz is served by municipally owned buses, privately owned buses, smaller minibuses known local-
ly as trufibuses, fixed-route shared taxis known as trufis, and a peculiar variety of shared taxis not found
anywhere else in the region. Residents of La Paz have forgotten what the name trufi means, but a likely
explanation is taxi de ruta fija (fixed-route taxi). The trufibus offers the same kind of service using a big-
ger vehicle. The La Paz type of shared taxi has no set route. A passenger hails a taxi and inquires if
it will take him where he wishes to go. The first passenger to board determines the general route the taxi
will take. Subsequent passengers, each of whom pays the standard fare, are accepted if they wish to go
in the same general direction. This type of operation seems to have arisen when the government started
fixing fares at less than the operating cost for conventional taxi services. Taxi drivers decided to carry
multiple riders out of economic necessity. From the birth of the system until the comparatively recent
introduction of radio taxis, there were hardly any regular taxis in La Paz.

In 1989, there were 1,305 privately operated buses registered in the city, approximately 1,200
trufibuses, 3,500 trufis, and 1,500 (shared) taxis. The municipally owned bus company possessed a fleet
of 94 vehicles. Private buses carried approximately 620,000 people daily, while the municipal company
carried no more than 15,000. Figures for trufis, taxis, and trufibuses are not available, but in the higher-
income southern zone of the city, these three modes together carry more passengers than do buses.
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Private buses are organized much as in other Spanish-speaking Latin American cities, i.e., in route
associations (known as syndicates in La Paz) of individual owners which operate specific lines. The
syndicates rotate buses by route (as in Quito) so that profits are evened out among individual bus owners.
They were protected from competition until 1982, when a law was passed to permit entry of new opera-
tors. However, very few did so, due both to a restriction on new services which overlapped significantly
with existing ones, and the prevailing general economic chaos and escalating inflation, which reached
over 10,000% in 1985 [ECLAC, 1987a). In fact, the only new entrant of any significance was the
Empresa Nacional de Transporte Automotor (ENTA), set up by the national government in 1983 to run
not just urban buses in La Paz, but also urban services in other cities, rural bus services, and even inter-
urban truck transport.

ENTA was badly conceived and hurriedly put together, which showed up in various ways, such as
the ordering of buses inappropriate to Bolivian conditions and the spreading of its resources over too
many routes in too many cities. In 1985, a new government liquidated ENTA and handed its buses and
trucks over to the municipal authorities where they happened to be based. In the case of La Paz, the
municipality formed the Empresa Municipal de Transporte Automotor (EMTA) to continue operating as
many of ENTA’s previous services as it could. For the most part, these connected central La Paz with
low-income suburbs in El Alto and other satellite towns. EMTA’s role in La Paz was considered to be
that of providing a social service. As such, it had -and still has- limited possibilities of reaching profit-
ability, due to the intrinsic nature of the routes.

EMTA's operating and administrative problems mounted and the number of buses it succeeded in get-
ting into service continued to fall. Its problems were compounded by the almost anarchical behavior of
its unionized employees. Its role in La Paz’s transportation system was very minor by early 1991.

The private bus fleet decreased throughout the 1980s. In 1989, only five vehicles in this fleet buses
had construction dates between 1982 and 1987 inclusive, indicating a virtual drying up of new investment
during these six years. The fleet size fell from over 2,000 buses in 1987 to scarcely more than 1,300
two years later. They were severely underutilized, many covering less than 2,000 km per month. On
the other hand, the fleet of frufis and trufibuses expanded to compensate. Bus owners bought trufibuses
essentially because they were more profitable to operate. These small minibuses are taking over a stead-
ily increasing role in La Paz’s public transportation; 1,200 were operating in 1989 and more have entered
service since.

Bus transport in La Paz seems to be relatively deregulated, but a restriction which prohibits new
routes if they duplicate existing ones by more than 60% effectively restrains the establishment of new
services. Fares are fixed by municipal authorities, normally at different rates for long and short journeys.

No explicit subsidies are given to privately provided public transport services. In 1989, EMTA had
a minimal operating surplus, but earned no significant return on capital. Fares were set at levels close
to the average for principal Latin American cities, which permitted private bus operators to cover short-
run but not long-run costs. Costs were high, due to factors external to bus operations (such as the diffi-
cult terrain of the La Paz area), to internal factors (such as low bus productivity), and to those lying
somewhere between (such as the use of gasoline-powered vehicles, which was partly a consequence of
the area’s topography and its rarified atmosphere).
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F. LIMA

Virtually all public transport is roadborne in Lima. In 1989, the only exception was one suburban train
service each way per weekday to and from Chosica, which has since been discontinued. Construction
of an elevated metro was started in the late 1980s. It was actually inaugurated in early 1990, presumably
for political reasons, since the short stretch opened served no useful purpose for transportation. It was
expected to start regular passenger-carrying operations in 1991, but did not.

At the end of the 1980s, Lima’s bus fleet was small and antiquated. In 1988, there were 7,063 buses
of all types. There were also approximately 2,000 authorized passenger-carrying vans, and an unknown
number of unauthorized ones. From the early 1970s to the late 1980s, bus fleet capacity grew at a rate
of 4.4%, slightly more than the 3.9% rate of the city’s population over the same period. Considering
the expansion of the urbanized area and the likelihood of lower traffic speeds, dynamic capacity per bus
probably fell.

There is one publicly owned company, the Empresa Nacional de Transporte Urbano (ENATRU),
which also operates in the larger provincial cities. ENATRU carried approximately 0.72 million passen-
gers daily in Lima during 1988, while private public transport operators carried approximately
4.28 million.

During recent decades, Lima’s public transport system has been characterized by the decadence of
formally authorized services and the appearance of unauthorized ones which, in important instances, have
later gained official recognition. Such is the case, for example, of the “microbus,” the term given to 12-
seat passenger-carrying vans which first appeared in the 1960s. Once officially recognized in 1970,
microbus operators formed comités, the Lima variant of the standard Spanish-speaking Latin American
route association. They then started to acquire larger vehicles, and the government required that the
associations be legally constituted as companies.

During the 1970s, the National Government periodically bought new buses and delivered them to
ENATRU, which enabled the company to increase its share of the public transport market from 7% to
12%. Even so, growth in demand outstripped supply, and in the early 1980s 12-seat passenger-carrying
vans reappeared.

In 1988, public transport services were provided by ENATRU (48 routes), one employee-owned com-
pany (TLMEPS — 10 routes), 21 private companies running full-size buses (46 routes), 117 microbus
companies (105 routes), 43 private companies running passenger-carrying vans (56 routes), and one
remaining shared-taxi firm (with one route). The network was not integrated in any way, and not even
ENATRU used multiline ticketing, although this practice had existed on buses and trams some 40 years
before. ENATRU in many ways was a model of inefficiency, with almost half its total fleet out of
service awaiting repairs.

Public transport was regulated, mainly by the municipalities of Lima and Callao, which approved
fares, granted route concessions, fixed frequencies and operating hours, etc. ENATRU was explicitly
subsidized by the national government, which gave it buses free of charge and covered its operating
deficits. Some private-sector companies benefitted from tax exemption on new vehicles and parts, as well
as from preferential interest rates. But there was no clear subsidization policy, and some companies
benefitted much more than others. To a certain extent, subsidies were probably intended to favor the
domestic vehicle-assembly industry rather than public transport operators or users. Under the Fujimori
government installed in 1990, protection of vehicle assembly received less attention and the importation
of used buses was permitted.
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Marginal vehicles such as this dilapidated old Kombi try to make up for the shortage of
adequate bus transportation in Lima.

The real value of the prevailing flat fare has varied markedly (as elsewhere in the region) due to ram-
pant inflation, but it averaged the equivalent of 0.07 dollars in 1988, and is normally lower than in com-
parable cities. Bus companies were generally unable to cover depreciation and hence -apart from ENA-
TRU (which had its buses provided free) and certain private companies especially favored by government
subsidies— could not renew their fleets. As a result, the buses belonging to some companies had an aver-
age age approaching 30 years, a few were more than 40 years old, and the most ancient was said to date
from 1927. Considerable ingenuity was required to keep them running. Fare controls largely explain
the low growth and obsolescence of the bus fleet.

Most of the problems affecting public transport in Latin American cities were to be found in Lima,
from a metro built for political reasons rather than to serve the urban population, to a short-sighted fare
control policy leading to reduced transport capacity available for people with no access to a private car.
Drastic solutions were needed, and one was introduced in mid-1991 when bus fares were liberalized and
supply deregulated. The results were predictable: fares rose, and minibus services proliferated.
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G. MEXICO

Public transport services within the Mexico City Metropolitan Area (MCMA) are provided by privately
owned buses, publicly owned buses, privately owned minibuses, publicly owned trolleybuses, publicly
owned metro trains, and publicly owned premetro articulated units. The privately owned buses do not
operate in the Federal District itself, but rather serve the urbanized zones beyond, principally in the State
of Mexico.

In 1988, approximately 4.6 million trips were made daily by metro. This figure counts journeys
involving a change from one line to another as a single trip, and hence is not comparable with those
reported for other public transport modes. Counting a leg on each line as a separate trip, there would
have been approximately eight million metro journeys, which probably made it the most-used mode with-
in the Federal District. Publicly owned buses, a term virtually synonymous with buses operating in the
Federal District, carried 6.9 million passengers daily, trolleybuses and the premetro together one million,
and privately owned minibuses 6.0 million. Within the MCMA as a whole, however, buses and possibly
minibuses as well carried more passengers than the metro.

Since 1988, minibuses have almost certainly increased their market penetration, although there are
no concrete data to prove it. The small 10-seat Volkswagen Kombis are being steadily replaced by 20-
to 25-seat minibuses, of which 50,000 of one type or another are reported to be operating in the Federal
District . If on average each one carries 175 passengers per day, in total they move 8.75 million people.

The Department for the Federal District controls three publicly owned companies which manage, re-
spectively, the metro (Sistema de Transportes Colectivos — STC), nonmetro electrically powered modes
(Servicio de Transportes Eléctricos — STE), and diesel-engined buses (Autotransportes Urbanos de Pasa-
jeros R-100 (Ruta-100, or R-100). All Federal District buses were privately owned and operated until
4 February 1960, when the Department took control of the Lomas de Chapultepec-Reforma Ruta-100
S.A. bus line with the idea of transforming it into a model for other lines still in private hands. Some
new routes were opened. In August 1981, administration of the line was transferred to the new decentral-
ized public company R-100.

In January 1981, the Department for the Federal District, and the trade associations to which all
private bus operators belonged, signed an agreement that: (i) obliged the operators to buy a specified
~ number of new buses, (ii) rationalized the network of routes to conform with a new highway plan,
(iii) introduced a system of insurance for passengers, (iv) set fares at three pesos on main routes and two
pesos on feeder services, and (v) required operators to recondition existing buses, equip buses with
antipollution devices and increase service frequencies. The operators did not comply with their obliga-
tions, despite having received fare increases of 50%.

Cost inflation, which might have left operators without the financial resources needed to fulfill their
part of the bargain, was not the cause of noncompliance (although this did occur later). Inflation from
February to August 1981 was less than during the previous year. Therefore, in September 1981, the con-
cessions of the private operators were revoked. R-100 was entrusted with running all bus services in the
Federal District, for which it was given the buses and installations belonging to the private companies.

The new management of R-100 claimed that only 3,800 of the private companies’ 6,500 buses were
in a state fit to operate. In 1982, R-100’s operational fleet is stated to have been 4,300 vehicles,
compared with the 5,600 that the private companies were operating in 1979. Despite route restructuring
that tended to increase the productivity of each bus in operation, service quality probably declined sub-
stantially. The number of daily bus trips fell by 20% between 1979 and 1982, a period during which the
population of the Federal District increased by around 10%.
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Minibuses called peseros have become the most widely used mode of transportation in the
world’s largest city.

The sharp decline in the bus supply greatly expanded market opportunities for minibus operators,
whose daily ridership is reported to have increased by more than 20% over the same period. Effectively,
the nationalization of bus services in the Federal District created the conditions which led to 15-seat (on
average) minibuses becoming the most important mode of public transport in the world’s largest city.
Total daily public transport ridership increased by 4.9% from 1979 to 1982, indicating that ridership per
person fell.

R-100 never managed to get into service the same number of buses that the private companies were
operating in 1979. During the mid-1980s, the daily average operating fleet fell marginally from 4,300
to 4,150. In 1991, approximately half the total fleet was effectively written off and scheduled for sale.
The operational fleet was planned to stabilize at around 3,500 buses.

During the late 1980s, consideration was given to reprivatizing R-100 by forming a cooperative with
the company’s workers. However, by 1991 this idea had been abandoned, and the office of the General
Transport Coordinator (GTC) was planning to invite tenders from private bus companies to operate
principal routes currently served by R-100 in central zones and along the city’s highway axes. These
companies would be permitted to charge commercial fares and would not be subsidized. R-100 would
continue to be subsidized, but would increasingly concentrate on serving lower-income suburbs.
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GTC, established in 1984, has overall responsibility for transport coordination within the Federal
District. Tasks delegated to it include transport and highway planning, setting fares for buses and taxis,
approving changes in bus and taxi fleets and in bus frequencies and operating hours, putting bus services
out to tender, and traffic control. It licenses the operation of minibuses, although in practice permission
from the trade association of existing owners is also required in order to operate such vehicles.

All publicly owned urban transportation in Mexico City is heavily subsidized, but private minibuses
are not, at least not explicitly. The relative importance of the subsidy varies over time, since the fare
charged tends to be adjusted infrequently and in correspondingly large jumps. In May 1987, the subsidy
amounted to 25% of the operating costs of buses, metro, trams and trolleybuses combined. By September
of the same year it had increased to 64%.

Most of R-100’s subsidy is financed directly by the Federal Government (93% in 1986), with lesser
payments being made by the Department of the Federal District. The latter normally covers just capital
costs and debt repayment, while the former largely serves to cover current expenses. In most years,
R-100 (in the 1980, at least) receives a budgeted subsidy and then proceeds to incur a further loss, which
requires additional government support at the end of the year. While it is generally recognized that the
subsidy serves to reduce the transport costs of bus users and to reduce air contamination by enabling
buses to be replaced or reconstructed, there is a noticeable lack of control over the amounts conceded.
Little incentive exists for R-100 to maximize the efficiency with which it uses the resources assigned to it.

In early 1991, the flat fare charged on R-100 buses (as well as on the metro, trolleybuses and the pre-
metro) was 300 pesos, equivalent to 0.10 dollars. Minibus fares were distance related, varying between
500 and 1,000 pesos. During 1989 and 1990, R-100 operated some buses charging 100 pesos and others
charging 300 pesos. The former were older, unrenovated vehicles while the latter were either new or
reconstructed. In some cases, buses charging different fares operated over the same route.

H. QUITO

Public transport services in Quito are provided by authorized associations of private bus owners, a muni-
cipal bus company, and unauthorized owners of vehicles of different types used for public transport in
marginal areas at all times of the day, and in all parts of the city in the evening hours. In 1991, Quito
had the lowest bus fares among all Latin American capitals. It is also noteworthy for being the only
Latin American capital where people are carried in open pickup trucks having hardly any modifications
to make them safer or more comfortable for passengers.

Private undertakings run vehicles known locally as buses, colectivos, and busetas. The different types
of vehicles vary according to capacity, but the way they are organized and operated is the same in each
case. The buses seat 38 people on average and have a total unit capacity of 70. Colectivos seat 30 and
can hold 55, while busetas seat 25 and can carry 30 in total.

There are eight associations and 18 cooperatives running buses or colectivos, or a combination of
both. Together they operated 68 routes in 1988. Six cooperatives and seven associations run busetas
on 18 routes. In 1988, there were 2,110 buses of one or other of these three types registered in the city,
and they carried approximately 1.5 million passengers a day. The participation of the Empresa Municipal
de Transporte was minimal (less than 1%). In that year, the municipally owned company operated only
nine buses, six of which were typical English double-deckers, the only ones in Latin America.
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By 1991, the situation had changed considerably, mostly for the worse. According to representatives
of the private companies, the number of their buses (again of all types) had fallen by 45% since 1988.
Those remaining sometimes carried very heavy loads for their size, up to nine passengers per square
meter of floor space. In 1988, each bus averaged approximately 850 passengers per day; by 1991 this
figure had probably increased to around 1,100, a large number considering the size of the vehicles. In
all, they were probably transporting 1.25 million people daily in 1991. On the other hand, the Empresa
Municipal has expanded its activities by receiving 21 additional single-deck rigid-frame locally assembled
buses, and 40 imported Ikarus articulated vehicles. However, it was still not carrying more than approxi-
mately 72,000 passengers daily, representing some 5% of total bus passengers. One of the objectives of
the municipal company is stated to be the carrying of 10% to 15% of total demand.

From the time bus transport was started in Quito after World War II until 1982, all such services
were provided by the private sector. The busetas are a relatively recent innovation, dating from 1980.
The municipal company commenced operations in June 1982 by running luxury (for Latin America)
double-decker buses on a single route from the airport (which is located within the urbanized area), along
Amazonas Avenue, through a high-class residential and commercial zone. This created an unusual
situation in which the only publicly owned and subsidized buses in the city served medium- to high-
income people, while the unsubsidized private-sector buses served low-income groups. However,
workers are granted a bonus intended to defray the cost of commuting by bus.

Towards the end of the 1980s, it was decided to expand the municipal company’s network to cater for
low-income groups whose needs for transportation were outstripping the capacity offered by the associa-
tions and cooperatives. In April 1991, consideration was being given to authorizing trolleybus operations,
which would probably be municipally owned but operated by a concessionaire on reserved lanes through
the central part of the city, which has high architectural and historical value and is being damaged by the
vibrations and exhaust from gasoline-powered buses.

Private bus services mostly cease operating at around 20:00 hours. Informal operators then take over,
employing various types of vehicles such as those which carry school children during the day. Informal
services also run throughout the day in lower-income peripheral areas. Unauthorized operators charge
whatever fare they think appropriate, which is normally considerably more than the standard fixed bus
fare that since 1988 has been around 0.06 dollars. Urban bus fares, which are set at the same rate for
the entire nation, are almost certainly less than the full cost per passenger in Quito. The municipally
owned company fails to cover even operating costs.

Private bus owners normally rent their buses out by the day to professional drivers for a fixed amount
that in April 1991 was equivalent to approximately 1,000 fares. It is somewhat surprising that formal
private services normally cease to run at 20:00 hours. By this time of day the driver will have taken in
enough fares to cover the rental fee, and any additional revenue goes straight into his own pocket.

One noteworthy feature of private-sector bus operation in Quito is the weekly rotation of vehicles
between different routes. This system is voluntarily imposed by the route associations to even out income
between owners in spite of variations between routes in terms of passenger turnover and loadings, and
costs.

Bus transport in Quito is formally regulated, but enforcement is weak except in respect of the fare.
Route establishment and abandonment must theoretically be authorized by the National Transit and Land
Transport Council, but in practice these tasks are delegated to provincial transit councils. Moreover,
routes are sometimes set up or abandoned without official approval. There is no effective enforcement
of route operating hours, frequencies, vehicle age (which is officially restricted to 20 years), etc.
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Until 1991, no subsidies were granted to private bus owners, who complained that the low fare
allowed made it impossible to obtain commercial financing for new vehicles, and that no help was offered
by the government. On the other hand, the Empresa Municipal de Transporte has its buses provided free
of charge, first by the Municipality of Quito and, more recently, by the Ministry of Public Works. Its
operating deficit is covered by the municipality. In 1991, seemingly as an unplanned reaction to a crisis
situation, a system of non-use-related subsidies for private sector bus operators was introduced.

The Quito case is a prime example of one arm of government creating a problem, and then leaving
another to attempt to find a solution in a “second best” environment in which there is a risk of making
things worse. The inadequate supply of transport available to low-income families is primarily due to
fares being set so low that they actively encourage disinvestment in buses. Ad hoc cost studies are carried
out by the National Transit Council, but the urban bus fare finally set nationwide is based more on poli-
tics than on economic criteria. This is presumably a short-sighted attempt to help low-income travelers
in large cities, but may also be intended to control inflation. The Municipality of Quito has no powers
to fix fares for city bus services, and as an alternative decided to subsidize the expansion of the Empresa
Municipal de Transporte to cater for the needs of such travelers, who were incurring ever greater
hardships as a direct result of the national government’s fare-control policy aimed at helping them.

The articulated buses bought for the Empresa Municipal were possibly not the most suitable. Within
two years of arrival, they needed spare parts to keep them in operation, which the bureaucratic ordering
procedures characteristic of publicly owned companies were incapable of having delivered in time. For
social and political reasons, staff could not be laid off as more and more buses ceased to operate pending
arrival of parts, and hence the financial situation of the Empresa Municipal worsened. Since it had no
positive cash flow to finance the acquisition of spare parts, it had to resort to municipal subsidies whose
attendant bureaucracy aggravated the problem even more.

In Ecuador, strong rivalry exists between the two principal cities of Quito, the capital, and Guayaquil,
the most populous city and the main port and industrial center. Hence it is politically impossible for the
Ministry of Public Works to buy buses for Quito and not for Guayaquil, where 70 of the second order for
100 Ikarus buses are destined. In Guayaquil, the buses will not even be operated by a company as such,
but rather by the local Transit Council, which has no previous experience operating buses, and may well
encounter even greater difficulties than the Empresa Municipal in Quito in keeping them running.

The developing crisis in Quito’s public transport was identified during the analysis stage of the project
(see section C of chapter V). By late 1991, no policy measures had been taken to resolve the basic
problem that revenue per passenger is inadequate to cover the long-run costs of private bus operators.

. SANTIAGO

Santiago has a two-line 30-km metro system. It is progressively reacquiring some suburban train services
which ceased operating in 1986, although at the time the Santiago case study was carried out, these had
not yet been reintroduced. In 1988, the bus fleet was comprised of 6,868 buses of regular size (even
though they are referred to locally as “microbuses”), and 4,026 smaller 32-seat taxibuses. At one time,
the taxibuses were reserved for seated passengers only and were allowed to charge premium fares, but
the distinction between the two kinds of vehicles has become increasingly blurred and has now effectively
disappeared. In 1988, there were also approximately 5,000 shared taxis operating in the city.

Buses carried 2.6 million passengers daily, the metro 0.5 million, and individual and shared taxis 0.2
million in 1986.
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The most interesting feature of public transportation in Santiago is the deregulation policy applied
from the end of 1979, and the results it produced. Before deregulation, public transport in Santiago was
much as in other Spanish-speaking Latin American cities, with route associations, an inefficient State-
owned bus company, residual suburban train services and a new and still-expanding metro system. There
were very few shared taxi routes, and unauthorized services were not widespread. Fares were controlled,
and bus routes could only be operated by concession holders. The government even controlled the import
of buses. At the end of 1977, there were 5,435 buses in Santiago.

Over the next 10 years, the bus fleet grew, on average, at 7% annually, to a considerable degree as
a direct result of deregulation. In Santiago, entry controls had been effectively abandoned by early 1979,
operations of a State-owned bus company ceased as from 1980, and fares were decontrolled in stages over
the period September 1980 to June 1983. Weakly enforced limitations on the number of buses allowed
to pass through the city center existed between 1984 and 1988, but from then to 1990, virtually complete
deregulation was applied. The only exception was the forced withdrawal in 1989 of buses built before
1967, largely as a public-relations exercise to quell mounting popular concern about air pollution. This
measure was notable for its ineffectiveness [ECLAC, 1990].

Other forms of traffic control were also applied -usually to cars and other types of vehicles as well
as to buses- in an effort to reduce air pollution. The most widespread measure was that prohibiting 20%
of the total vehicle fleet from operating each weekday, in rotation according to the last digit of the license
plate number.

However, there was increasing concern about the expansion of the bus fleet. Spectacular congestion
occurred in the dual bus lanes of the main east-west avenue through the center of Santiago. Apparently
at the suggestion of the bus owners’ trade associations, in 1990 half the bus fleet was not allowed to
circulate on weekends, with vehicles having even-numbered license plates operating one day and odd-
numbered plates the other. In the Valparaiso/Vifia del Mar conurbation, bus and shared-taxi owners
voluntarily imposed upon themselves a 20% weekday restriction in April 1991.

Between the late 1970s and the late 1980s, real public transport supply probably increased at about
the same rate as the number of buses. At the same time, mean bus size decreased and congestion grew,
because the capacity offered by both the metro and shared taxis increased significantly. The Santiago
Metropolitan Region’s population increased by less than 3% annually over the same period, but demand
for public transport would have increased less since car ownership grew. Undeniably, the supply of bus
transport services increased much more than demand.

One consequence of this was a steady decline in ridership per bus. Particularly noteworthy is the fact
that from the early to mid-1980s, each one of the smaller taxibuses was carrying more passengers on the
average than the larger microbuses, as was show in figure 1 on p. 16.

Real fares increased sharply and the surcharges specified for taxibuses and for nighttime/Sunday/
public-holiday journeys vanished. Under deregulation, virtually all buses in Santiago charge the same
flat fare at all times of the day and week. The average real fare paid per passenger increased at an annual
rate of 11.6% between 1980 and 1987. On important stretches of certain routes, shared-taxi fares are
the same as bus fares.

Although difficult to prove, it is at least highly likely that the virtually uniform high fare is related to
concerted action on the part of the route associations (which are grouped into federations that in turn form
part of the General Overland Transport Council). The basic organizational structure of bus transport in
Santiago is very much the same as in other Spanish-speaking Latin American cities. Bus ownership is
fragmented (1.5 to 2 vehicles per owner), and drivers are normally contracted by owners and paid 15%
to 17.5% of gross revenue.
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The democratic government installed in March 1990 has not made any fundamental changes in the
urban transport policy of its predecessor, insomuch as it has maintained the basic deregulation guidelines.
However, it has taken increasingly strong action to control congestion and air pollution. It decided to
put the right to operate bus routes over several streets in central areas of the city up for bids, and allow
only genuine companies (rather than associations) to participate. This was reluctantly agreed to by the
federations of route associations, which had suggested forms of self-imposed regulation as an alternative.

All registered buses with pre-1974 construction dates were bought by the government and taken out
of service in early 1991. A law has been passed to enable the forced withdrawal in following years of
buses with successively later construction dates. Shared taxis have had the central sections of their routes
modified in an attempt to reduce congestion, and possibly also to win the Ministry of Transport and Tele-
communications some support from the bus associations, which were opposed to most measures proposed
by the Ministry to reorganize bus transport.

No subsidies are granted to bus transport in Santiago.

J. SAO PAULO

In S3o Paulo, public transport is provided by buses, trolleybuses, suburban trains, and metro. Buses are
owned and operated by both a municipal company and private-sector companies. In common with other
Brazilian cities, and contrasting with the situation commonly found in Spanish-speaking countries, private-
sector urban buses in S3o Paulo are owned by genuine companies, rather than by individuals who get
together to form a route association.

The metro is slowly being extended and had a route length of approximately 30 km in 1990. Subur-
ban trains are currently run by two different companies, one owned by the State of S3o Paulo (FEPASA)
with a route length of approximately 65 km, and the other by the Federal Government (CBTU) with a
route length of 191 km. The central government has proposed that the individual states take over respon-
sibility for running CBTU’s trains. The Sdo Paulo state government plans to merge its share of these
operations with FEPASA’s suburban services. Most of the network is broad gauge (1.6 meters), and
nearly all services are provided by multiple self-propelled units. Trolleybuses are run by both the munici-
pality and the State of Sdo Paulo, with a total route length of approximately 500 km.

A survey of the entire S3o Paulo Metropolitan Region carried out in 1987 classified trips by the prin-
cipal mode used. Private cars accounted for 8.5 million trips and collective modes 10.3 million, of which
the metro performed 1.4 million, suburban trains 0.8 million, and buses of all kinds 8.1 million. During
the previous 10 years, metro trips increased by 165% as the network expanded, suburban train trips by
61%, and bus trips by only 6%. Natural population growth was accompanied by growth in the use of
collective modes other than buses, which essentially stagnated. Car ownership per person fell.

The Municipal Bus Company, known as CMTC, ran a fleet of 2,830 buses in the Sdo Paulo city area
in 1988, compared with 5,409 operated by private companies. CMTC provides services throughout the
city area, and in 1988 operated routes which were, on average, of lesser commercial attractiveness
(although this was not so earlier in the 1980s).

From 1983 to 1988, the total bus fleet grew at an insignificant 0.5% per year, from 7,383 to 8,239
vehicles. The private fleet edged downwards at 1% yearly, but with marked fluctuations, including 4%
positive annual growth between 1986 and 1988. The CMTC fleet grew, on average, at almost 4% over
the period. 1980 to 1988
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CMTC was created in 1946, initially as a mixed private-municipal company to operate trams [Museu
CMTC, 1977]. It was given exclusive rights —including those in respect of a potential rapid transit
system~ to provide the Sdo Paulo municipality with all public transport services, which until then were
wholly operated by private companies. By 1954, CMTC was carrying 90% of all bus passengers. Since
then, it has contracted out many routes to private companies, which in 1977 were assigned specific geo-
graphic operating zones. CMTC retains sole responsible for bus services in the Sdo Paulo municipal
area, and in 1988 it was directly operating 32% of all bus mileage. The company is heavily subsidized,
but this is only partiaily due to its being moderately less efficient than its private counterparts.

The private companies benefit from bus priority measures implemented by various public sector enti-
ties, including CMTC. A 1986 municipal decree authorized CMTC to receive a portion of the fare intake
of the private companies in exchange for services rendered, but the decree never went into effect and has
since been revoked.

Each of the 23 private companies was assigned a distinct geographical segment of the city, with the
center being common to all. Their activities including routes, frequencies, fleet size, fare setting, time-
tables, operating hours, bus-stop locations, procedures for putting lines out to tender, selection of chosen
companies, etc., are highly regulated by the Municipal Transport Secretariat. The only company to
which this Secretariat officially grants the right to offer services is CMTC, which proceeds to effectively
subcontract most routes to the private companies.

Sdo Paulo enjoys significant intermodal integration for a Latin American city. There are 350 bus
lines directly connected with the metro through ticketing. There is physical and fare integration between
buses and suburban rail services. The regular bus fare, converted at the parallel exchange rate, varied
between the equivalent of 0.07 and 0.13 dollars during the first eight months of 1989, but increased to
the equivalent of approximately 0.25 dollars during the following year. Real bus fares remained relative-
ly constant throughout the 1980s, while the minimum wage dropped by about a third. However, the real
impact of higher fares has been tempered by the vale transporte system (see chapter IV) and integrated
ticketing.

In 1988, CMTC’s fare revenues covered only about half its costs. The company must obviously be
subsidized, although as already mentioned, at that time it was not exceptionally inefficient from a tech-
nical point of view. The private companies are subsidized to a certain extent as well, through a subsidy
on diesel fuel and through preferential interest rates granted by government credit institutions. All rail-
borne passenger transport services are explicitly subsidized.

In 1990, the mayoress of Sdo Paulo seriously announced a plan for free bus transport, to be applied
as from mid-1991 with financing from property taxes. It is not known how the metro and suburban rail
enterprises owned by the State of Sdo Paulo and the federally owned suburban rail company would have
responded. The municipal council did not accept the proposal.

By April 1991, the institutional situation of Sdo Paulo’s bus transport was in a state of flux, with 21
of the 30 private-sector companies acting as contractors to CMTC in return for payments based on the
number of bus-km operated. Fare revenue was passed directly to CMTC. However, there was no legal
basis for this, since the enabling legislation was not passed by the municipal council until later the same
year. Vehicle occupancy factors had risen to alarmingly high levels, and the CMTC wanted to reach an
agreement with the contracted operators for them to increase their fleets by 2,000 buses, for a total of
7,400. Although there are no figures to verify the fact, it appears that the availability of CMTC buses
had decreased significantly since December 1988 [Carga & Transporte, 1990]. CMTC’s subsidy was
the equivalent of some 350 million dollars annually. The municipal government was reported to be con-
sidering ways of transferring ownership of its buses to staff, and transforming the company into a series
of cooperatives.



Chapter IV

OWNERSHIP, SUBSIDIES AND REGULATION
OF URBAN BUS TRANSPORT: AN OVERVIEW
OF THE SITUATION IN THE REGION

A. INTRODUCTION

During the early stages of the research, a questionnaire was sent to agencies responsible for urban public
transport in all countries of Latin America and the Caribbean. The survey covered only officially recog-
nized bus services, and excluded all forms of rail transit, unauthorized services, and authorized services
operated with minibuses. Usable replies were received from 51 cities in 17 countries, a number sufficient
to permit general conclusions to be drawn. The review presented in this chapter is based both on these
findings and on information obtained in the course of ECLAC’S regular monitoring of urban transport
activities in the region.

In general, bus transport in the cities of Latin America and the Caribbean is operated by privately
owned companies regulated by municipal, regional, or national government agencies. Direct subsidies
are usually paid to publicly owned companies, but only rarely to private companies or to users.

B. OWNERSHIP

On the subject of ownership, the survey confirmed that bus services are normally operated by some form
of private enterprise in 96% of the cities covered. The only capital cities where no private operations
were reported in 1988 were the Federal District of Mexico, Georgetown (Guyana), and Havana (Cuba).
However, Georgetown is believed to have unregistered buses operated by private individuals, rather than
by companies; in Mexico, the peseros —-small VW Kombi-type vehicles and somewhat larger minibuses—
are run by cooperatives. Thus, only in Havana were all kinds of bus transportation provided only by
public-sector operators. The only publicly available transport services in Havana provided by the private
sector were a declining number of elderly taxis, which existed in 1959 and were allowed to continue in
the hands of their erstwhile private owners.

In some countries, virtually all urban bus transport was provided by the private sector, for instance,
in Argentina, Colombia, Chile, Paraguay and Uruguay. However, publicly owned buses shared the
market with the private sector in a considerable number of cities — . g., Brasilia, Bogota (trolleybuses),
Cochabamba, Sdo Paulo, Rio de Janeiro, Lima, Quito, La Paz, Mendoza (trolleybuses), and Cuzco. The
level of government which operates public-sector bus services varied from one case to another. From the
questionnaire survey, in 25% of the cities (41% of the total number of countries from which replies were
received), there was municipal operation, while in 18% of the cities (29% of the countries) the operator
belonged to a provincial or regional government. Nationally owned operators existed in only 12% of the
cities (29% of the countries). Most publicly owned companies were controlled by local or regional
governments.
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Among the cities which replied to the questionnaire survey, cooperatives ran at least some of the bus
services in 59% of the cities (76% of the countries). Brazil stood out by having no such operations, since
its private-sector buses were normally in the hands of genuine companies. Some were quite large but
none, as far as was known, were open in the sense that their shares were publicly traded. One of the
fundamental differences in urban bus transport between the Portuguese- and the Spanish-speaking parts
of Latin America is that, in the former, genuine companies dominate the sector, while in the latter, route
associations do so.

In some cities, ownership and operation were separated, with the former being in public hands and
the latter in the private sector. For instance in Cordoba, Argentina, the recently installed trolleybus sys-
tem was owned by the municipal government, which left its operation to a concessionaire.

In a few cases, ownership and operation were in private hands, but the private-sector operator was
under contract to a government authority. For instance, at the end of the 1980s and the beginning of the
1990s, privately operated routes in S3o Paulo were gradually switched from being run by concessionaires
to the municipal government, to a system whereby the local government paid the operator a flat fee per
bus-km and retained the fare takings.

C. SUBSIDIES AND TAXES

Almost universally, public-sector operators were subsidized directly by having their deficits covered by
some form of government financing. On the other hand, private operators had to fend for themselves,
government financing being provided in less than 10% of the cities (in two of the 17 countries). In 1988,
according to the survey, most public-sector operators did not pay taxes on their profits, one of the prime
reasons being that they did not earn any (e.g., Lima, Mexico, and S3o Paulo). In some cases, the public-
sector operator was not legally constituted as a company, being instead —for instance- a department of
the local government authority, which gained it tax exemption. In Guayaquil, buses imported by the
national government in the first half of 1991 were to be operated by a municipal department and not by
a company as such.

In Havana, the publicly owned bus company did not earn profits, but did pay a tax on its 8ross
revenue. However, its deficit exceeded the amount it paid in taxes.

In contrast, private operators in 90% of the cities where they existed were required to pay taxes on
profits, in amounts that varied markedly from case to case. They sometimes paid more than their share
of public-sector expenditures on the urban street network, while often, by one means or another, they
ended up paying hardly anything.

Subsidies were not necessarily conceded directly, e.g., in the form of tax exemptions or deficit
financing. In 1988, taxes on fuel or other inputs were waived or charged at reduced rates in 22% of the
cities (29% of the countries). Three cities in Brazil reported giving financial aid to acquire new
domestically produced buses, while similar aid was granted in 13 cities in nine other countries for
imported buses. Nevertheless, such indirect subsidization was generally the exception rather than the
rule. This finding was not expected and may have been artificial. In Lima, for instance, the basic
situation was that no help was granted for bus acquisition by private companies, which consequently
seldom bought buses. As an exceptional measure, however, financial help may occasionally be given.
At such times, the vast majority of buses are purchased.
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In some countries, especially ones with domestic bus assembly or manufacturing capacity, the impor-
tation of buses may either be discouraged by high duties or simply banned. This situation often varies
from one year to the next. Argentina and Peru, for instance, sometimes fall into this category. The
existence of a negative subsidy is implied by requiring private companies to buy locally assembled buses
if they would have preferred to buy imported ones. Some countries normally allow the import of used
buses. This happens in the Dominican Republic and Guatemala, which for very favorable prices buy low-
mileage school buses withdrawn from service in the United States by maximum-age regulations. Larger
countries generally prohibit the importation of used buses, or allow it only in exceptional circumstances.
This has happened in Argentina, where the federal government permitted the Mendoza provincial govern-
ment to buy used trolleybuses in Germany because Argentina does not produce them. In short, urban
public transport is often discriminated against by being subject to the policy requirements of other sectors
such as vehicle manufacture.

In only 36% of the cities covered in the survey (29% of the countries) were public funds assigned
to promoting the use of bus transport. In this regard, a sharp difference exists in comparison with the
industrialized countries. It is partly explained by the fact that the private operation of bus services is the
norm in Latin America, rather than the exception. Governments thus expect the private sector to
advertise its own wares.

On the other hand, in 45% of the cities (41% of the countries), government help was given to bus
transport operations, e.g., by implementing schemes for bus lanes. Latin American governments are
more inclined to help private bus companies by giving their buses priority over cars and other vehicles
in the traffic stream, than by promoting their use. This may be because governments recognize that buses
are the victims, rather than the cause, of traffic congestion.

One matter of interest is that, so far as is known, when Latin American governments make their cal-
culations to fix urban bus fares, they never explicitly consider the fact that exclusive bus lanes and other
bus priority measures enable buses to move faster and be more productive. The cost savings that result
from such measures, therefore, accrue in the short term to the bus companies and not to passengers. In
the medium term, the latter might benefit if specific cost reductions generated by the priority measures
on particular routes were reflected in overall citywide bus operating speeds and ridership figures used as
input to the fare setting procedures.

Public authorities were eager to grant free or, at least, cut-rate fare privileges to special groups of
travelers such as school children (in 78% of the cities covered, in 76% of the countries), but were signifi-
cantly less enthusiastic about paying the bill. In only 6% of the cities were special student fares wholly
financed by the authorities, while some assistance was given in an additional 16% of the cases. The help
granted by the authorities is financed with other peoples’ money since, in the end, full-fare travelers pay
more or receive poorer service than they otherwise would.

In Brazil, a scheme known as a vale transporte has been introduced, under which low-paid workers
receive vouchers for bus journeys to and from their places of work. The vouchers are financed partially
by the employers themselves and partially by the community in general, since the costs incurred to the
employer are tax-deductible. This scheme enables the subsidy to directly reach the needy user whom it
is designed to help, but is complicated to administer. In Colombia and Ecuador, users are also subsidized
directly, via a simpler but inherently less-efficient measure whereby firms are legally required to pay their
workers a bonus to cover basic urban transportation costs. In effect, these bonuses have come to be con-
sidered an integral part of wages.
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Cross subsidies abound in urban bus transport in Latin America. Flat fares ensure that this happens,
since passengers on short routes or routes with high passenger turnover subsidize the others. Sometimes,
such cross subsidization forms part of official policy. Low-income families often live on the outskirts
of towns and cities and have to travel longer distances for essential trips than higher-income families.
In order to help-low income families in Brazil, flat fares have been advocated on equality grounds. In
some Brazilian cities, bus companies deposit all fare revenue in a common bank account, from which it
is distributed back to the companies as a function of bus mileage operated (or a similar but more
sophisticated measure). This way, companies operating long routes with low passenger turnover do not
suffer under a flat fare policy. In La Paz and Quito, the same effect is produced in a simpler way by the
weekly physical rotation of buses over a series of routes.

D. REGULATION

Bus transport in the region is theoretically highly regulated, although lax enforcement means that theory
often differs from practice.

In the field of regulation, the norm revealed in the survey was that (i) fares were fixed by the
authorities, either exactly (86% of the cities) or a maximum (8%); (ii) fleet sizes were fixed, exactly
(69%), a lower limit (12%), or an the upper limit (8%); (iii) frequencies were specified, exactly (56%),
a maximum (6%), or a minimum (12%); (iv) new routes could not be operated nor existing ones altered
(88%); and (v) companies could not abandon the routes they operated (82%). In a minority of cases
(40%), bus companies had to comply with minimum capital requirements.

Some forms of regulation are more difficult to enforce than others. For instance, the fares set are
usually more or less adhered to, but the required frequencies often are not. The only cases where fixed
fares are not heeded are (i) where passengers pay a tip to the driver in order to travel, rather than buying
a ticket from the company which operates the bus, and (ii) where the fare set is an odd amount such as
95 pesos and most users actually pay 100 (the difference probably finding its way into the pocket of the
driver).

The main regulating agency is more often municipal than national or regional. Basic traffic laws,
standards for bus construction, maximum working hours for drivers, etc., are usually fixed by the
national government, while fares tend to be set locally. National governments, such as in Bolivia or
Brazil, often prefer to hand fare setting over to local authorities, thereby ridding themselves of a task
from which they almost always suffer political harm. In a few cases, one of which is Ecuador, the
national government not only still fixes fares, but imposes the same rate on all cities, regardless of local
conditions.

In many cities, bus operators’ trade associations impose their own regulation. For instance, if one
operator wishes to extend a route, it must not only obtain official authorization, but also the approval of
the operators’ association. In Buenos Aires, for example, in 1988 and probably still today, approval by
the operators’ association was a prerequisite for official authorization.



Chapter V

CITIES COMPARED

A. THE DETERMINANTS OF BUS USERS COSTS AND SERVICE QUALITY
AND THE DIFFICULTIES OF MAKING INTERCITY COMPARISONS

The aim of this chapter is to compare the costs and service quality of bus transportation in the cities
surveyed, in the hope that something can be learned about what determines these attributes. The analysis,
which for reasons explained in the following paragraphs is very elementary, is later extended to embrace
the entire transportation system. Nothing is explicitly said about individual bus companies, this being
left for the next chapter.

From the citizen’s point of view, the only really important attributes of an urban public transport
system are its costs and the service quality it provides. The word “costs” involves not only the amount
users must spend to travel over it, but also the environmental consequences they suffer and the sums they
and others pay in taxes and other fees to keep the system running. Costs depend both on factors internal
to the bus transportation system, particularly its efficiency, and on more general or external factors
related to the city itself.

Among the external factors, two of the more important are the territorial extension of the urban area
and the number of people it houses. Mean trip length depends on the city’s territorial extension and
configuration, while the amount of congestion varies with the total number of inhabitants as well as the
number of inhabitants per unit of territory, i.e., population density. Both trip lengths and congestion also
depend on other characteristics of the city such as urban planning policies, income levels, traffic restraint
measures, etc. The urban area and its population are, in themselves, usually interrelated and, at a first
level of approximation, may be considered as one. In a previous study, ECLAC estimated that the total
cost of transport increases by 150% as a city’s population increases by 100% from five to ten million
[ECLAC, 1984].

There are fundamental grounds for assuming that bus trip costs per passenger-km might tend to be
higher in both smaller and larger cities than they are in those of intermediate size. In the former, trips
are short and peaking is usually highly acute. Both of these factors have an unfavorable impact upon the
productivity of buses and staff, which tends to be reflected in high costs per passenger-km. Short trips
usually mean short route lengths, which are normally associated with relatively high layovers or terminal
times compared with running times. Acute peaking means that there is little demand for travel during
much of the day; if buses run at all, they carry few passengers at high unit costs, while if they do not,
nonproductive time is further increased. In the small city of Campo Bom in the south of Brazil, 11 of
the local fleet of 15 buses only run in peak hours [ECLAC, 1991].

In the larger cities, trips are comparatively long. This increases bus and staff productivity per bus-
km, which tends to lower fixed costs (capital and staff) per passenger-km while raising variable costs per
passenger. Congestion tends to be related directly to city size (although this is evidently not the only
determinant), and to be especially severe in the centers of the largest cities. Congestion lowers bus and
staff productivity by creating a need for more vehicles and employees to provide any given volume of
passenger kilometers, and can also adversely affect operating costs by increasing fuel consumption and
maintenance of buses running at speeds which fluctuate widely around a low mean in heavy traffic.
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Service quality is necessarily a composite variable that is impossible to define objectively in any
unique way. It is related to (i) service frequency, (i) network density, (iii) cleanliness, quietness and
comfort afforded by buses, (iv) number of passengers per unit area of bus floor space; etc. In this report,
only crude proxies can be used instead of direct reference to these attributes, the values of which remain
unknown in all but a minimal number of cases. The main proxies are fleet size, bus mileage performed,
and number of buses normally available for use in peak periods (all in relation to the number of inhabi-
tants). These factors are related, albeit not necessarily very closely, to service frequency and network
density. Reference is also made to the daily mean number of passenger-km per bus (which is related to
the factors already mentioned, since if bus mileage —for instance- goes up, the number of passengers per
bus goes down). Mean bus age is used as a proxy for the quality of the bus itself.

Bus services of adequate quality are difficult to maintain in smaller cities, where lower demand makes
high service frequencies uneconomical. In few Latin American cities is car ownership high enough to
cause problems for the economic provision of adequate bus services, although one exception could be
Brasilia. High-class suburbs of other cities are affected in the same way. Urban densities and the general
topographical configuration of cities also affect bus service quality. Where densities are high, services
can be frequent and the route network closely spaced. City planners sometimes encourage high densities
in corridors that can be well attended by frequent bus services, as is the case in Curitiba.

The economic costs of providing bus services are affected by prevailing costs of inputs. In countries
with high labor costs, urban bus transportation is expensive because labor is expensive. The operation
of urban buses requires, as a minimum, approximately 2.5 persons per vehicle unless demand is highly
peaked and drivers perform maintenance tasks in off-peak hours, when certain services can be curtailed.
Capital is more expensive in some countries, especially those with lower incomes, which increases the
costs both of the buses themselves and of fixed installations such as garages.

A number of Latin American countries apply subsidies and/or excessive tax burdens to bus opera-
tions, thereby making them less or more expensive, respectively, at market prices. In some countries
such as Brazil and Uruguay, diesel fuel is effectively subsidized, which tends to lower the market cost
-although not the opportunity cost- of services such as urban bus transportation that use this fuel. In
certain countries at certain times, the import of buses is subject to quantitative restrictions such as quotas
(e.g., Chile in the 1970s or Peru ten years later), to prohibitively high import duties, and the like, which
push up the market price of bus services. Such discriminatory measures are gradually disappearing with
the adoption of more liberal economic policies, but there is much still to be done in this regard.

The problems of intercity comparisons of bus services costs and quality are compounded by data
deficiencies and incompatibilities between the definitions used in one country at one time and those used
at other times or places. Even the comparison of such an apparently straightforward variable as the
absolute value of fares between cities of similar sizes and characteristics in different Latin American
countries is difficult to do in a reliable manner. Local currency values must be converted to a common
base, which is normally the United States dollar, but what exchange rate should be used is not a trivial
question. More so in 1988, the base year for the data collection phase of the study, than in 1991, Latin
American countries employed multiple exchange rates. In extreme cases, the market exchange rate was
five, six, or more times the official rate, as occurred in Cuba and Nicaragua, for instance. For purposes
of the present study, the official and the free-market rates have generally been averaged to make inter-
country comparisons, but there are obviously many other feasible ways to convert to a common base.

Absolute fare levels might give some indication of the efficiency of bus service provision in different
cities, but they are less likely to reveal the burden of basic transportation costs on the traveling public,
Travelers earn more in one country than in another. For some comparisons, fares should be transformed
into the corresponding proportion of the travelers’ incomes, but incomes are almost universally unknown.
Although minimum wages are fixed by the government in many countries, at times at least, the levels
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set are more useful as a basis for fixing constant values for fines, fees, general wage mark-ups, duties,
and so on, than for defining the wages really earned by a significant number of people. In most coun-
tries, bus passengers who are employed tend to be paid more then the minimum wage, whereas others
with whom they travel, such as students or retired people, either have no gainful employment or receive
a pension which is worth less than the minimum wage.

The percentage of income received that is destined to urban transport fares for work and educational
trips would be a reasonable basis for an intercity comparison of the importance of urban transport in
family budgets. However, such percentages are not usually available, not even from family expenditure
surveys carried out every ten years or so. These generally include sums spent on car transportation
within cities, on “optional” trips (e.g., to go to football games, family visits, etc.), and sometimes on
nonurban transportation. If such survey data are not used, the problem of the number of fares required
to complete a journey makes its presence felt. traveler can change trains any number of times within the
eight lines of the 150-km Mexico metro system and not pay any more than the basic 0.10 dollar fare,
whereas every change of buses in Buenos Aires or Santiago will cost the user around 0.30 dollars.

There are many ways to specify “service quality.” In general, only the simplest are worth using in
Latin America, due to data and definition deficiencies and incompatibilities. It is thus pointless to try and
be more sophisticated, unless data can be obtained from specially commissioned surveys conducted on
a common basis for a number of cities. For instance, comparing service quality between cities by
reference to the total length of the bus routes in each requires a common definition of what constitutes
a “bus route.” A bus route in some cities would, in others, be considered a minor variation (variant) of
a basic route. Another measure sometimes proposed is the percentage of the population living within 500
meters of a bus stop, but the utility of living near a bus stop obviously depends on the frequency of
service as well as on, for instance, possible differences between the extent to which the available services
match desired origin/destination patterns and travel times.

In summary, even if reliable statistical information were available for all cities covered, the relevance
of sophisticated intercity comparisons of user costs and service quality would be limited. Therefore,
remembering that available data are neither precise nor always reliable, the comparisons used in this
report will make use of the following simple, robust, and relatively readily available measures:

(i) basic fares converted to United States dollar equivalents at the arithmetic average of the prevail-
ing official and free exchange rates, for late 1988/early 1989;

(if) 50 basic fares expressed as a percentage of the minimum wage;

(iii) number of buses in the fleet per city inhabitant;

(iv) number of operating buses per inhabitant.

(v) number of operating buses plus different measures of the supply of other transport modes, ex-
pressed in bus equivalents;

(vi) bus-km per inhabitant;

(vii) the age of the bus fleet.

B. AN INTERCITY COMPARISON OF FARES

The third column of table 1 shows basic fares, in dollar equivalents in late 1988/early 1989, for the 10
cities surveyed. They vary extremely widely, the most expensive being more than 10 times the cheapest.
Fares were highest in Brasilia and Santiago (both more than 0.25 dollars per ride), and cheapest in
Havana, Mexico, Quito and Lima (all under 0.10 dollars). It should be mentioned, however, that by
1990, fares in Sdo Paulo and Buenos Aires had risen to the levels prevailing in Brasilia and Santiago,
mainly because of the effects of macroeconomic policy on the exchange rate. Such variations make it
hazardous to draw conclusions from an intercity fare comparison.
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Fares are intrinsically high in Brasilia because (i) trip distances are long, especially between the cen-
tral city and satellite townships, (ii) peaking is acute, and (iii) fare-setting policies to a large degree relate
fares to costs, although they do concede subsidies to cushion the blow of cost increases. In Santiago,
high fares resulted from collusion among operators, as well as from the deregulation of urban public
transportation (see chapter VII). Relatively low population densities in the city also have some effect.

Low fares in Havana can be attributed to fare-control policy and low service quality, resulting in very
high occupancy factors and consequent low costs per passenger. In Havana, buses are full-sized and
congestion is insignificant, factors which also contribute to lower costs. The fare level was being
reappraised towards the end of 1991, partially on the grounds that an increase might serve macroeconom-
ic policy by helping to reduce excess liquidity. In Mexico, low fares were due to government subsidies,
fare-setting policies, and the use of large buses. They have since risen somewhat in real terms, and
official policy implies that they will increase even more on main axes and in the central part of the city.
In Quito, low fares are a result of the Ecuadorian government’s policy of setting fares at the same rate
nationally. At the values set, they are probably less than operators’ long-run costs everywhere. They
certainly are in Quito. In Lima, fares are set at the city level, but in 1988-1989 they were lower than
long-term costs.

Considering fares in relation to minimum wages, the situation varies somewhat (see the fourth column
of table 1). Looked at in this relative sense, fares are still high in Brasilia and Santiago, but high absolute
fares in these two cities are somewhat compensated by comparatively high wage levels. However, this
was not the case in La Paz, where lower absolute fare levels were paid by travelers with lower incomes.
In La Paz in 1989, 50 bus fares per month consumed 33% of the income of a minimum-wage earner, as
against 26% or 27% in Brasilia or Santiago. Another point to be borne in mind when analyzing fares
paid in La Paz is that buses are in short supply, and many people have little option but to use consider-
ably more expensive trufis, trufibuses, or shared taxis. Those who cannot afford such luxuries have to
resort to walking long distances. Fares in La Paz are undoubtedly high for a city of a million people in
a low-wage country.

Mexico and Havana retain their status as low-fare cities, even when fares are related to minimum
wages. However, some comments should be made in both cases. In Mexico as in La Paz, the scarcity
of regular bus transportation meant in 1988 -and still meant at the time of this writing- that many
passengers had to use more expensive alternatives such as peseros (Kombis or minibuses). A trip made
by pesero could easily have cost four times as much as a comparable journey by bus. A minimum-wage
earner who made 50 trips monthly by pesero would have had to spend around 8% of his wage, rather
than the 2% needed for bus travel. In Havana, fares are not just low in comparison to incomes, but the
opportunity cost of these incomes is low because there is only a limited array of goods and services
available for purchase in the marketplace. This results in a high propensity for bus travel, each inhabitant
making on the average almost two trips a day, which contributes to high occupancy factors.

Cities are ranked by absolute and relative fare levels in table 2.
C. AN INTERCITY COMPARISON OF BUS SUPPLY

Also in table 2, cities are ranked in the third column by buses per inhabitant. The information refers to
the total size of the bus fleet, whereas availability ratios vary from city to city. Account of this will be
made later on. By a considerable margin, Bogota has the most buses per person, followed by Santiago.
At the other end of the scale come S3o Paulo and Mexico.
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Table 2

LATIN AMERICAN CITIES INCLUDED IN SURVEY, CLASSIFIED
ACCORDING TO BUS FARES AND SERVICE QUALITY®

Listed by fare: Listed by Listed by Listed by
absolute compared to humber of buses bus-km per passengers per bus
minimum wage per person person in operation per day
Havana Mexico Bogota Bogota Santiago
Mexico Havana Santiago Buenos Aires Bogota
Quito Quito Quito Quito La Paz
Lima Bogota La Paz Santiago Brasilia
Bogota Buenos Aires Buenos Aires Lima Quito
Sao Paulo Lima Lima Brasilia Lima
Buenos Aires Séo Paulo Havana Havana Buenos Aires
La Paz Brasilia Brasilia S&o Paulo Séo Paulo
Santiago Santiago S&o Paulo La Paz Mexico
Brasilia La Paz Mexico Mexico Havana

®Cities are listed best first, i.e., in ascending order of fare and in descending order of bus service quality. In the last
column, the city with the lowest figure is listed first.

Bogota has a very large fleet per inhabitant because (i) railborne passenger transportation does not
exist; (ii) informal transport is less important than in many other cities; (iii) private cars are used compar-
atively little, despite car ownership not being especially low; (iv) the after-effects of a particularly waste-
ful form of subsidization are still in evidence, even though subsidies were phased out at the end of the
1980s [Acevedo, 1988]; and (v) the city authorities have a policy of encouraging a multiplicity of differ-
ent categories of bus service, some of which carry only seated passengers and tend to require a relatively
large number of buses to transport a given number of people.

It is noteworthy that Mexico and Sio Paulo, the two largest cities, have the lowest number of buses
per person. It was suggested in section A of this chapter that bus services in the largest cities may exhibit
characteristics such as longer routes and less-sharply peaked demand than in small cities which tend to
raise bus productivity. Congestion would have the opposite effect, but insomuch as it affects buses, it
has been tempered in both Mexico and Sio Paulo -although by no means brought under control- by traf-
fic management measures, bus priority schemes, and relatively minor construction projects. Both cities
have high car ownership and significant metro and suburban rail systems which reduce the need for buses.
In Sdo Paulo, bus availability is reasonably good. In Mexico, bus availability is low, which aggravates
the effect of there being few buses per person; the shortage of operating buses has stimulated the use of
peseros (which are not counted as buses for the purposes of this report).

Bus-km per person per month is a much better indicator of the adequacy of bus services than the
number of buses per person in each city’s fleet. The trouble with using this measure in Latin America
is that the available data on which to estimate it are not always reliable. However, the fourth column of
table 2 reproduces some estimates from the eighth column of table 1. Bogota remains the city with the
best supply, but Buenos Aires moves to second place due to high bus productivity. Quito moves ahead
of Santiago, due to apparently greater mileage per bus (note that the data on which the table is based refer
to late 1988; since then, public transport in Quito has suffered a marked deterioration.) La Paz drops
to next-to-last place due to the low number of kilometers covered monthly by each bus.

Santiago’s large bus fleet is mainly a direct consequence of deregulation and collusion among opera-
tors, which result in high fare levels and encourage fleet expansion. Other contributory causes include
exchange rate policies, reduction of import duties, and economic restructuring (see chapter VII).
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The final column of table 2 ranks cities according to the number of passengers per operating bus per
day, which gives a crude idea of passenger comfort. Passengers in cities such as Santiago and Bogota
appear to travel in the least-crowded conditions. However, this interpretation merits qualification. On
the average, operating buses in these cities carried around 400 passengers per day. This does not
necessarily imply that the average passenger traveled in comfort or had a reasonable probability of finding
a vacant seat, due to demand peaking. In fact, many of Santiago’s buses run almost empty in off-peak
periods. In the hours when most people want to travel, however, conditions do not appear to be
markedly different from those in other cities, with passengers on some routes clinging to the doors of the
vehicles. This is partially due to the prevalence of buses of relatively low unit capacity in both these
cities. In La Paz, while ridership per operating bus per day is low -approximately 500 people- daily bus
mileage is also very low and the vehicles themselves are small, which means that passengers did not
necessarily travel comfortably.

At the other end of the scale, operating buses in Buenos Aires, Mexico and Havana cover around
7,000 to 8,000 km each month. The relatively high productivity of each operating bus means that the
daily passenger loading is spread over a large distance. The number of passengers per bus per day in
Buenos Aires is approximately 1,000, compared with over 2,000 in the cases of Mexico and Havana.
In spite of the relatively high bus mileage in the latter cities, it is extremely likely that most passengers
had to tolerate unpleasant conditions. The situation in Havana became worse towards the end of 1991,
due to service cutbacks of some 35% imposed to economize on fuel consumption. A shortage of petro-
leum-based fuels does not normally result in policy decisions to reduce public transport supply, but this
is what happened in Cuba. Traveling conditions for the public must have deteriorated from being merely
bad to virtually intolerable.

In the case of Quito, the 1988 situation portrayed in the tables is probably one of disequilibrium that
overstates the long-term number of buses per person, because the prevailing fare levels are not sufficient
to encourage operators to retain their capital in the business. During the analysis stage of the project,
out of all the 10 cities studied in detail, Quito was identified as the one where public transport quality was
likely to fall most in the short term. Warnings about the potential seriousness of the situation were
expressed during a seminar held in the city early in 1991, By this time, bus supply per person was
reported to have fallen by as much as 50% from 1988 levels, which would demote Quito to eighth or
ninth place in the ranking of cities by buses per person. Bus-km per person would also have fallen, but
probably by less than buses per head, since those buses still running are probably used more intensively.
Before the end of 1991, an inefficient system of subsidies for private-sector bus operators had been intro-
duced and the municipally owned company was incapable of operating more than half of its total bus
fleet. Until the fundamental problem of income from fares is addressed, it is impossible to be optimistic
about the restoration of bus service quality in Quito to 1988 levels.

D. VALUE FOR MONEY IN BUS SERVICES

The rankings in the first, fourth, and fifth columns in table 2 reflect, respectively, the user cost, quantity,
and quality of bus transport. Other, better indexes could be estimated to measure the same separate vari-
ables if the necessary statistical information were available. Nonetheless, these rankings have been used
to derive the composite indexes of value for money in bus services, as shown in table 3. The separate
rankings are simply added together and the arithmetic mean used to assign a city’s position. A high posi-
tion (low-numbered ranking) is “good” in each case.
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Table 3

LATIN AMERICAN CITIES CLASSIFIED
ACCORDING TO USER COST AND
SERVICE QUALITY

Classification criterion®

City Absolute Bus-km/ Passengers/ Average
basic fare person operating bus/day
Havana 1 7 10 6
Mexico 2 10 9 9
Quito 3 3 B 2
Lima 4 ) 6 4
Bogota b 1 2 1
Séo Paulo 6 8 8 10
Buenos Aires 7 2 6 4
La Paz 8 9 3 7
Santiago 9 4 1 3
Brasilia 10 6 4 7

“The best-ranked city —i.e., the one having the lowest fare, highest bus-km/person, or lowest
passengers/operating bus/day~- is assigned the lowest number.

Base

The best value for money accrues to bus passengers in Bogota, where both the quantity and range
of qualities of bus services are noteworthy. Nonetheless, intercity comparisons derived from the basic
daytime fare, whereas many users actually pay considerably more to ride premium-quality services such
as executive or superexecutive buses or busetas, or for nighttime, Sunday or holiday travel. The same
situation also occurs to a lesser extent in a few other cities. The range of fares in Bogota can be gauged
from the following examples, selected from the structure approved for application as from 1 July 1991:

(i) pre-1964 regular buses — daytime 65 pesos, nighttime 75 pesos;
(i) 1991-vintage regular buses — daytime 120 pesos, nighttime 140 pesos;
(iii) superexecutive buses — daytime 180 pesos, nighttime 200 pesos.

The prevailing exchange rate was 627 pesos per dollar. Note that, once converted into dollars, fares
in inflation-prone Latin American countries always appear exceptionally high immediately after an in-
crease is granted.

In Quito, as already stated, the bus transport market was in disequilibrium in 1988. In the longer
term, fares must rise and/or service quality fall from 1988 levels, unless an efficiently devised and applied
subsidy policy is developed.

In Santiago, deregulation has resulted in good bus service at comparatively high user costs.

In Mexico, bus passengers receive poor bus service, both in terms of quantity and quality, in ex-
change for the payment of a modest fare. However, as in Sio Paulo, the relatively low bus mileage per
person is related to other modes being used for more than half the trips made in the metropolitan area.

No simple correlation should be expected between fares charged and the average age of buses. Too
many other factors are involved. No complete information is available on bus age in more than a few
cities. However, at the end of 1988, the highest average age among surveyed cities probably occurred
in Lima (1974), Bogota (1978) and La Paz (1978). The first two are low-fare cities, while fleet renewal
was discouraged in La Paz during the early and mid-1980s due to economic chaos, and subsequently by
effective protection of existing operators and the higher profitability of trufibus operation.
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The most modern fleets were probably those of Mexico (mean building date of buses 1983 at the end
of 1988), Sdo Paulo (1983), Brasilia (1984) and Havana (1985). In Mexico and Havana, purchase orders
are issued by public authorities, which do not necessarily take into account the commercial profitability
of buying new buses. In Mexico, new buses were ordered instead of repairing older ones that were out
of service for lack of spare parts. The Transport Ministry of Cuba fixes an economic life of just four
years for the Ikarus buses used in the city of Havana, because of their technical characteristics. Thus it
might be deduced that, even though buses in the cities of Mexico and especially Havana are young in
terms of years, they might be more decrepit than considerably older buses elsewhere. In Brazilian cities,
private-sector bus companies tend to renew buses after a service life of five to seven years, based on the
economic criterion of the extra overhaul and maintenance costs of old buses compared with the capital
costs of new ones. Both in Brasilia and S3o Paulo, buses belonging to public-sector companies are older
than those of private-sector companies, the difference in the case of Brasilia being very marked.

E. THE ADEQUACY OF THE TOTAL TRANSPORTATION SYSTEM

So far in this chapter, the term “service quality” has been confined to just bus services, with occasional
qualitative comments being made about other transport modes where appropriate. However, it would be
interesting to compare a single index of the adequacy of city transportation systems. No one index can
possibly be suitable for all comparisons, and every feasible index can be criticized on important grounds.
It can be argued that no effort to develop an index is likely to be repaid by the utility of the results
obtained, but in this section an attempt will nonetheless be made.

It is extremely difficult to incorporate nonbus modes when assessing the adequacy of a city’s public
transport. The difficulties arise from problems such as (i) knowing how many informal vehicles operate
(e.g., Lima or Quito) (ii) knowing to what extent rail services attend the needs of the city itself as op-
posed to the surrounding suburban area (e.g., Buenos Aires or Sio Paulo), (iii) knowing how many pas-
sengers per day the other modes really carry (e.g., almost everywhere), and (iv) recognizing that mean
trip Iengths vary between modes (especially in cities where suburban rail is important).

Table 4 presents some alternative rankings of the cities by successively more refined measures of bus
equivalents per inhabitant (although even the figures upon which the final column is based are not very
refined in the absolute sense). The first column is taken directly from the buses per person data in
table 2. The second column allows for the fact that bus availability ratios differ from one city to another.
Such ratios are known for sure only for cities with totally publicly owned or very highly regulated bus
transport, but reasoned estimates have been made for the other cases. The changes in ranking are quite
minor. La Paz falls three places, because of a relatively low bus availability ratio of 60%. Brasilia rises
two places, again on the basis of inadequate data. Mexico falls from a very bad last place to a completely

hopeless last place, although this not apparent from the table, which refers to relative rather than to abso-

lute standings. Note that the categories in this column are analogous but not identical to the last column
of table 2, in which they are classified by passengers per bus in operation per day.

The first two columns of table 4 only take buses into account. However, public transport is seldom
provided just by buses. The problem is how to convert other public transport vehicles into bus equiva-
lents. There is no sure method to do this and, even if there were, the available data would not be good
enough to apply it. Thus, for the third column, the following bus equivalents (beq) have been assumed:
charter bus — 0.5 beq; trolleybus — 0.9 beg; minibus, trufibus, and camioneta rural — 0.4 beq; Bogota
colectivo — 0.3 beq; shared taxi — 0.2 beq; individual taxi — 0.075 beq; metro carriage — 3.0 beq (2.5
in Buenos Aires); suburban rail carriage — 2.0 beq. These factors are considered to be appropriate as
day-long averages.
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There is now a greater change in the rankings, as shown in column three. La Paz moves up five
places due to its large fleet of trufibuses, trufis, and shared taxis. Mexico moves up six places as a result
of its well-developed metro and large minibus fleet. Quito falls two places due to its heavy reliance on
regular buses. Lima also falls two places, in spite of having a relatively large fleet of minibuses, the
exact size of which is not known. Brasilia falls two places as well, since its fairly large fleet of charter
buses was much less productive than its regular bus fleet. Havana is now at the bottom of the list,
because in 1988, the year to which the table refers it had no other form of public transportation except
regular-sized buses and a relatively small number of conventional taxis, most of them publicly owned.

The fourth column refers to all-day conditions and takes into account private cars, at a beq value of
0.008. This causes Mexico to move up to second place. S3o Paulo moves up three places due to its rela-

tively high car ownership, while Lima falls to second from the bottom due to its low number of private
cars,

Different beq factors are appropriate for the peak period alone. During the day as a whole, the agili-
ty of minibuses makes them more productive relative to regular buses than a straight comparison of the
static capacity of the two types of vehicles would indicate. However, during the peak period, this greater
agility does not translate into a carrying capacity much greater than the static capacity. Although mini-
buses can maintain higher commercial speeds than regular buses, they are not always able to make more
than one journey in the main flow direction during the peak period. Therefore, the assumed peak-period
beq factors are as follows: charter bus — 0.9 beq; trolleybus — 1.0 beq; minibus, trufibus, and camioneta
rural — 0.275 beq; Bogota colectivo — 0.2 beq; shared taxi — 0.075 beq; individual taxi — 0.03 beq;
metro carriage — 3.0 beq (2.5 in Buenos Aires); suburban rail carriage — 3.0 beq.

The most significant differences between the all-day and peak beqgs relate to minibuses and similar
vehicles, shared and individual taxis, and suburban rail. The factors rise for the latter, since Latin
American suburban trains are often utilized to crush capacity on peak runs, and fall for other vehicle
types for reasons mentioned earlier. Nevertheless, the rankings in the fifth column do not vary substan-
tially from those in the third.

Considering just the peak period, the private car has a considerably higher beq than during the day
as a whole. The rankings of the final column of table 4 were calculated using a peak-period beq for cars
of 0.03. The main differences between the rankings of the fourth and the last columns refer to relatively
affluent cities with high car ownership, such as Mexico, Brasilia, S30 Paulo and Buenos Aires, which
move up. La Paz, where car ownership is low, moves down.

The main conclusions from the analysis are the following:

(i) Mexico has a good supply of transport services, even though the quality of its bus service leaves
something to be desired. The former condition is related to the latter, since the minibus service expanded
s0 much precisely because the bus service left a significant segment of the market unattended. Moreover,
a policy decision was taken to assign to the metro the role of the line-haul public transport mode in the
city, which clearly diminished the need for buses. There are no other significant railborne passenger-
carrying services in the city, but car usage is not as severely restricted as one might expect in what is

the carriages have rubber tires which run over steel beams. Only when a tire bursts do a car’s emergency
steel wheels lower onto a backup steel rail. However, this report treats both the Mexico and Santiago
metros as railway systems.

(ii) In other large and relatively affluent cities such as Sio Paulo and especially Buenos Aires, the
bus service, unlike that in Mexico, has maintained better standards. Because of this and the existence of
fairly well-respected regulations which impede (but by no means prohibit) the operation of informal public
transport services, vehicles comparable to Mexico’s peseros do not exist on the same scale in these two
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cities. On the other hand, the well-developed rail services and high (by Latin American standards) car
ownership of Sdo Paulo and Buenos Aires complement their adequate bus services. Therefore, in an
overall sense, the transportation supply in these two cities is quite good.

(iii) Private-sector operators (sometimes unauthorized) can fill the gap left by traditional companies
that prove unable to meet the transportation needs of a city. This has occurred in Mexico, Lima, La Paz,
and elsewhere. However, if regulations prohibiting new operators are both strong and strongly enforced,
the deficiencies of traditional companies cannot be made good by others. The prime example is Havana,
where the gap cannot be filled by private cars, which are imported in only limited quantities, or by taxis,
which are in very short supply. The result is an inadequate overall transportation system.

(iv) Normally, high fares go hand in hand with a good supply of bus services (e.g Santiago), and low
fares with a deficient supply (e.g Mexico or Havana). The quantitative data sometimes appear to contra-
dict this logic, but on delving deeper, the rule holds. In Quito, supply in 1988 was good, although fares
were low, but the situation seems to have been one of disequilibrium. At the same time, Lima was a less
extreme example of the same phenomenon. In Bogota, the basic fare used in the analyses is significantly
lower than that charged by the considerable array of premium services which operate in the city. In La
Paz, fares are high and service is poor, due in some measure to the difficult terrain in and around the
city. Other factors that influence the situation in La Paz are the strength of the bus owners syndicates,
the introduction of partial deregulation measures that in practice offer little incentive to new bus opera-
tors, and the even higher fares authorized for minibuses and other vehicles whose operation is genuinely
deregulated. In Brasilia, fares are high and the supply only mediocre, due long trips and acute peaking.



Chapter VI

COMPANIES COMPARED

A. THE EFFICIENCY OF PUBLICLY AND PRIVATELY OWNED COMPANIES

Many political or economic analyses of company efficiency have concluded that private ownership of
productive enterprises results in greater efficiency than public ownership. One example from the urban
transport sector is a World Bank study which finds the costs of private bus operations in less-developed
countries to be between 50% and 60% of those of publicly owned services [Feibel and Walters, 1980].
A subsequent Australian study concluded that the available evidence supports the view that the private
sector provides urban public passenger transport services more efficiently than does the public sector
[Henscher, 1987].

Other studies, including some which used both rigorous analytical procedures and adequate data, have
concluded that subsidizing urban bus transport provokes inefficiency [Bly, Webster, and Pounds, 1980].
Since the subsidized companies were nearly all publicly owned at the time most of these studies were
carried out, the results could possibly be interpreted as implying that public ownership caused them to be
inefficient. The most convincing studies on the interrelations between subsidies and efficiency are those
with access to adequate quantities of high-quality data, which usually exist only in developed countries.
As a result, the nature of any such relationships in developing countries is largely unknown.

Another study published by the World Bank considers that there is no case for granting substantial
subsidies of appropriately organized urban bus transport. It also concludes that the best kind of institu-
tional framework is the small firm such as the owner/driver, and not the large firm or municipal authority
[Walters, 1979]

There are various a priori reasons for expecting a publicly owned urban bus operation to be less
efficient than a private one, or at least to appear to be less efficient. Some of these are the following:

()  private companies normally include reaching adequate levels of profitability among their prime
objectives, whereas public companies sometimes do not, concentrating instead on socially
oriented aims such as providing transportation to needy classes or making low-cost
transportation available to everybody (e.g., R-100 in Mexico or EMTA in La Paz);

(i)  publicly owned companies in Latin America are often subject to political meddling, which may
take the form of well-paid administrative posts for supporters of the governing party, or
massive hiring to reduce unemployment before an election (e.g., ENATRU in Lima);

(iii) publicly owned companies are more subject to trade-union pressure (e. g., EMTA in La Paz);

(iv) publicly owned companies are sometimes used by governments as a means of promoting other
economic policy objectives not directly related to, and to the detriment of, the provision of
transport services (e.g., the Havana bus company is required to acquire domestically built or
assembled buses);

(v)  publicly owned companies are more likely than their private counterparts to comply with labor
and social security laws (e.g., CMTC in Sdo Paulo).

(vii) publicly owned companies may be required to offer high-cost or low-demand services that
make some of their operating indexes appear as if they are inefficiently managed (e.g., night-
time service in Havana);
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(viii) publicly owned companies are sometimes adversely affected by fluctuations in government
budgets that make efficient planning difficult (e.g., ENATRU).

Before continuing, it is necessary to define what is meant by efficiency. In this chapter, the term is
generally taken to mean the number of units of output per physical resource input. No rigorous statistical
analysis of this measure is possible, due to data that are deficient from both the qualitative and the quanti-
tative viewpoints. Hence the results cannot be rigorous either, especially in the sense of identifying the
effect on output of different types of resources.

Not all measures of technical efficiency lead to the same conclusions. For instance, if passenger-km
output are related to labor input, a company which offers nighttime services in low-demand areas would
appear inefficient. On the other hand, if the output measure were bus-km, the same company might
appear efficient, since night services normally run over uncongested streets and do not incur the kind of
delays which might affect daytime services. By not complying with labor laws, companies can improve
labor productivity, but whether by so doing they should be regarded as improving efficiency is debatable.

The indexes used for measuring efficiency are not financial. It is virtually impossible to obtain ade-
quate financial data on many private-sector bus operators in Latin America. Most private companies,
syndicates, and associations are under no legal obligation to publish accounts and are very reticent about
revealing such information, suspecting that it might fall into the hands of fare-setting or tax-collecting
authorities. ~Accounting data are also often presented in a confusing manner for publicly owned
companies. For instance, some have their buses provided free, and thus their respective depreciation and
interest costs are either not included or shown in an arbitrary way. A company can be technically or
operationally efficient even though it is called upon to provide loss-making services.

In the analysis of operational indexes, it should be noted that relative factor prices are not the same
for all companies and all countries. For instance, if it is estimated that more staff are employed per bus
in Bolivia than in Brazil, it would not necessarily be correct to interpret this to mean that Brazilian com-
panies are more efficient. Were a Brazilian company to establish a subsidiary in Bolivia, where wages
are lower than in Brazil and new bus prices often higher, it might have similar staff/bus ratios as Boliv-
ian-owned companies. One real-world example of this phenomenon is certain private bus companies in
Lima which, in the 1980s, employed large maintenance staffs the attend the elderly vehicles they were
obliged to operate.

Moreover, labor and social laws vary, and sometimes require that companies in one country employ
more staff or buses to produce the same output than companies in another country. A practical example
of this is the legal requirement that buses in S3o Paulo carry fare collectors (conductors). The maximum
number of hours which a bus driver is allowed to work daily varies between countries, and obviously has
an effect on staff/bus ratios.

Congestion also varies markedly from one city to another, and even between parts of the same city.
Companies whose lines are routed through congested streets would naturally generate fewer kilometers
per bus per time period than companies whose buses are less subject to congestion. Companies operating
routes over exclusive bus lanes and streets in Bogota, Curitiba, Lima, Porto Alegre or Sdo Paulo are
favored relative to those whose buses run over the regular street network.

It should also be pointed out that Latin American bus companies are sometimes suspected of falsifying
statistical returns -e.g., underestimating the number of passengers carried— in order to pressure the
authorities into conceding fare increases. Furthermore, drivers or fare collectors sometimes allow people
to travel without tickets, in exchange for a tip amounting to some proportion of the fare. Such passengers
are not recorded in the operating company’s statistical returns.

In table 5, basic operating data are presented for bus companies in the ten cities embraced by the
study. From these data, some basic indicators of operational efficiency have been calculated and
presented in table 6.



61

senuluon
0'egél 114 %] 968 ¢ L9°v0C 000 29¢ 92 Y20 € 00Z £ oolL-einy .
o3 N
l'9861L =1 8¢ 8¢ ,8CC L LS'E OLZ Zev | h Loz BPRIOAlY .
G°G861 ol (A4 44 ;096 2 12°'g Sv8 LYZ € ecg eleuold .
£°9861 Sl 8¢ 8¢ J19v 2 co'd 1§52 9L8 2 1 444 ue|dip .«
0°'8L61 14 14 or ocy 1 £9°'¢ v1Z 866 | ” vse 8oL .
Bijiselg
Y9861 814 [4 143 651 21 £9°'101 000 09¢€ |1 £95 L sze T qIf UWQ duwg .
QUBABH
6°0L61 P LS ge L1Z €21 000 99¢ 19 €9 VSILOS »
9'c8e6l 214 il — 9L 66°C 000 0Y0 | ogl 0SlL ollay ew .
9'6L61 214 ve IX4! 0"t 000 891 (014 v sSepnr ueg.
¢'0961 L2 62 92 oei co'L 918 981 [44 sz tenBiy ues .
¢'lesi o 00S ¥ 25’61l G€8 6€6 € €79 5>8€9 NHIVNI .
ewry
0 g6 €eL SL'C 29¢ q "
0 42} 8¢ 6L°L 199 £Z9 €8 Let g
obenueg
wapy . - ” 1Z'g LEO LIL oie ” jesou .
wapy : . [4: 3% €€9 €ve 8L1 h leqoisuy ueg .,
wapy o o 9Z°¢ €C1l 9Z¢ 9Ll o BOIOAY °J .
wapt ' 190 {68 ¥6 (334 .. OllUNAL "Qd »
wapt - v6°L 209 62¢ avi : BLODIA A .
8°LL61 06°0 6.8 S€1 ¥4 ” Jeaiog 'g.
o'v86l 8¢ 244 991 €€°0 S€T LY le 6 T ER
Zed e
1'€861 g €e 12 LS€ +2 8G°LY 000 00Z 91 6¢8 ¢ 6ls ¢ OLAD .
9'¢861l cl 84 8¢ 06L 62 L9°CL1 6.9 €9C g¢ 80v g ¢g86 § e91BAlLd o
ojneq ogs
1e0A sioxpom $10)59)j02 sooAojduse {suoiu) Yiuow uofjesado joop
Ppow  soueusUlBY =N sioAuQq jo yjuow Jad tod u u Auedwon/Auy
ueey ‘eie oym seahojdwe Jo abuyuesiey Jaquunp s1obuesseyd unj-sng sesng sesng

(686 1-8861 104 eleQ)
S3INVdWOI SNE NvaHN NVIIYIWY NILVT

03123713 Y04 V1va DNILYHIJO JISve

S 9jqeL




62

‘1661 40} 8ie plRQ
‘soueUdlUIRW JO} B|qIsuodsel ale SIBUMO Sng _
'Sesnq 9zis-1o|jews 0] 19jal Smn_,.h
‘sesnq ezis-lejnbei 0] Jejei e1eQy
‘saley Jaybiy Joy Buisseid jo suesw e se
‘880IAIeS Jelieyd wiojed Ajlenioe oym jeuuosied sadlales Jejnbai 01 ainquile Ajjuaiedde epeloAly pue ‘eisucid ‘uejdip seiuedwod aleand ayl ‘esodind [eonisnels Jo4
‘0661 [1un u pebebue Ajiaeey aiem seiuedwod Jnoj jje Yolym ul ‘suolieiado 1alieyd apnjoxe Aeyl ‘'8°1 — Sa0lAI8s snq Je|nBes o1 Ajejos ‘sjqissod se Jej oS ‘18)al eleq,
*(eoueuajuiew o3 pesoddo se) jyiom Jiedels o3 paubisse sasAojdwa spnjoul e1eqg,
*a0UBUSILIRW 10} B]qISUOdS8l 8iE SIBUMO sng,
*pjos Jo peddeios aq 01 Builiem Aiqeqoud 10ej ul Inq ‘diedas Jspun @q 01 PaJaPISUOD AjjeIdl}jo sesnq Z8g SapnioxXy,
siojJom eoueusiulew Aojdwe ou Op SUOIIBIDOSSE 8yl ‘'8° ‘9ouBULlUIBW 1O} B|qisuodsal ale SIBUMO sNg "suollBI00SSE ayl AQ 9|qe|ieAe apew lou eleg,
'S9SNq 10109s-91eAld ||B 10} elep apIM-ALD .
*OV103 i0) pawloyiad selpnis 8se) :9a/nog

6°1861 6 - 9L 124" LIl 288 T9¢ 114 Ly Bzeld 'Vl .
o'L86l 81l - 89 S01 ¥9°0 9€g 861 8T oe 0Zualo] ueg .
L' v¥861 cl - 6L v9€ 1 19'9 ¥9¢ 06S € l9¢e cee 910N "UWIQ OJOIN «
€°C¢861 6 - 18 919 16°€ Lyl ¥S6 | Y44 62T 9JUBDIA Ueg .
€'v861 Ll - S 9€¢ ov'e G99 ¢8v [4:] soquuny SOAaNN .
solly souang
L8861 0g ose 08’1 000 65V 14°] oL { [EdIOIURA .
L°€861 Sl g 514 99 [4 >4 ¢ 096 V¢ L 6 JETIOIUTIN »
o'eLel v g6 €cc 69°C 976 ¢8¢ 101 6Ll peuaqgi.
c'LLel v g8 LYy o0 oov vEl 6l =14 ing seg.
6°¢861 . €6 o6l 0sg't 144414 os 88 ‘biep-ied .
c'LL6l v 88 c9 8¢€°0 951 99 €T 9¢ epeloq|y .
ounyp
cviel ajqeiedwod jou eleQ 08¢, oilscse L LGS ‘woy uolun .
9'7861 9|qeiedw o9 jou eleq 9.6 tPE § 089 ‘suesndoo) .
L&4:11" s|qesedwod jou eleq L9°1 88 GE€L 6s¢C yonepis «
v'SL6l sjqeledwod jou ejeQg LL'9 1445 R4 9€0 | sOINEPIS
o'eLel 8jqeiedwod 1ou eleQg oLt 86¥% 690 T g9¢ jeuado] .
6'GL61 peS [eUOIOEN €7«
wjobog
F1--7 3 siadIoMm $10)99}j09 sesAojdwe {suoljjiu) Juows uonesedo 108
|jepow  e@ousuajUIBY a1ey sieAuQq jo Yuow 1od s0d w u Auedwon/Au)
ueoly :91e oym sesiojdwo jo aberjussiod Jsquinp sjebuasseqd unj-sng sosng sosng

papnjouod ‘g s|qer



63

Table 6

INDICATORS OF OPERATING EFFICIENCY FOR SELECTED

LATIN AMERICAN URBAN BUS COMPANIES

{Data for 1988- 1989)

Bus-km per Employees Passengers Bus-km per
City/Company month per per operating per operating employee
operating bus bus bus per day per month
Séo Paulo
* Private 6619 5.61 769 1183
*CMTC 5 903 8.61 621 686
La Paz
*EMTA 4 7560 5.35 4656 887
* S. Bolivar 1914 - 466 —
* V. Victoria 2272 - 496 -
* P.D. Murillo 1937 - 4569 -
*E. Avoroa 1847 - 474 —
* San Cristobal 1930 - 398 -
* Litoral 3414 - 6656 -
Santiago
-8 7 561 3.42 634 2210
- - -~ 281b -
Lima
* ENATRU 7 633 8.60 1 378 876
* San Miguel 8 493 5.91 1708 1437
* San Judas 8 400 6.356 1822 1292
* Lima Metro, 8 000 b.74 847 1 394
* SOTiSA 6 000 3.66 ¢ 746 1687
Havana
*Emp. Omn. Urb. 7 250 7.76 2 466 934
Brasilia
*TCB - - 379°b 1397
* Viplan - - 337b 1174
* Pionera - - 391b 1 269
* Alvorada - - 656 b 1166
Mexico
* Ruta-100 8 850 7.67 2 380 1169
Bogota 9
* La Nacional 4 441 3.00 507 1480
* Copenal 4 492 3.00 505 1498
* Sidauto 3 600 3.00 540 1200
* Sidauto 4 625 3.00 800 15642
* Cooptrans. 4 615 3.00 500 1639
* Union Com. 4 174 3.00 518 1 392
Quito
* Alborada 2 833 2.26 620 1 263
* Car-Tarq. 6 027 2.38 701 25638
* Sae Sur 7 074 2.47 786 2 860
* Libertad 3792 2.21 978 1717
* Municipal) 4 661 8.67 18672 538
* Municipal® 8 500 6.48 1333 1311

continues
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Table 6, concluded

Bus-km per Employees Passengers Bus-km per
City/Company month per per operating per operating employee
operating bus bus bus per day per month
Buenos Aires
* Nuevos Rumbos 6 032 2.96 1107 2 046
* San Vicente 8 649 2.73 639 3173
* Micro Omn. Norte 9 846 3.78 666 2 632
* San Lorenzo 7 091 3.76 711 1 891
* T.A. Plaza 6114 3.36 997 1828

® The associations supplied only a limited amount of confidential data. Bus owners are responsible for maintaining their
own vehicles; the associations do not employ maintenance personnel.

® Per bus in the fleat, rather than per bus actually operating on a given day.

¢Does not include bus owners who drive their own vehicles, so the figure is not comparable to the others in this column.

9Data for Bogota were estimated separately for buses and busetas, based on general information about the number of
passengers per day per unit and the proportions of buses and busetat in each company’s fleet. The number of
employees per vehicle includes contract personnel working in areas such as independent maintenance shops. The
information was not generated by the project, but rather by the National Planning Department, as part of an analysis
to determine the desirability of liquidating the Bogota trolleybus company.

®Data for 1991,

The indicators in table 6 are not very sophisticated. As already mentioned when referring to intercity
comparisons of service quality, there is little sense in trying to calculate sophisticated measures from
unreliable data. However, even the relatively crude indexes presented cannot always be taken at face
value as a just measure of the operating efficiency of one company compared with that of another, for
reasons such as those mentioned in previous paragraphs. .

In general, the nature of the basic company data makes intracity comparisons more valid than those
between cities. In both tables, the statistics referring to publicly owned companies are underlined. In
the following paragraphs, a comparison will be made of the efficiency of public and private companies
for cities where both kinds operate.

1. Sé&o Paulo

In some ways, this is a good case to study, since the available statistics are relatively reliable and both
public and private operators provide the same types of services with the same types of buses. Moreover,
all companies in the city employ fare collectors.

In S@o Paulo in 1988, the municipally owned CMTC employed 8.6 people per operating bus, as
against an average of 5.5 for the private companies. The latter figure is relatively high in comparison
with other Latin American cities, due to the employment of fare collectors and the use of relatively large
buses. These are mostly single-deck rigid-chassis vehicles, although CMTC operates some locally built
double-deck buses. Excluding fare collectors, the private companies employ 3.25 staff per operating 