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INTRODUCTION

The demographic growth of cities has been accompanied by a considerable expansion of urbanised areas. The consequences of urban sprawl are well known: break-up of social ties between neighbours, car dependency, longer journeys, increase in transport spending, traffic congestion and environmental deterioration.

· In developed countries the cost to the community of urban journeys represents 5-7% of GDP in cities of average or high density where over 50%  of journeys are made on foot, by bicycle or on public transport, whereas it can be as high as 15% of GDP in sprawling cities that are dominated by car

· In the cities of developing countries, the cost to the community of journeys exceeds 25% of GDP if density is law and vehicle ownership levels are high in respect of revenue per inhabitant.

Because of the general understanding regarding to our present reality, that the Public Transport is more economical and eco-friendly than the car, that the Public Transport is absolutely be indicated for sustainable mobility, for upgrading the quality of life in the modern cities, the increasing investment in public transport is simultaneously a high priority and a great demand also.

The ability to access-in the spatial sence-jobs, education, health services and other facilities is a key factor of social inclusion. “ Accessibility is important, not only for its role in facilitating regular and stable income-earning employment but also for its role as part of the social capital that maintains the social relations forming the safety net of poor people in many societies” underlines the Word Bank.
In developing and transition countries, in rapidly growing cities, deprived populations usually have to settle in outer suburbs where rents are more affordable. As this ever growing part of the population relies solely on walking and public transport for its mobility, public transport can contribute both to social inclusion and economic development by providing access to jobs. A key challenge for public transport to effectively play this role is to connect poor neighborhoods at the fringes of the cities with areas where jobs opportunities are.

THE FINANCE DILEMMA

Faced with increasing customer requirements and the growing shortage of public financial resources, we must try systematically to find alternative financing solutions. We must exchange our know-how, international experience for that, we must demonstrate and enrich our best practices, we must investigate the wide range of new ways of financing. We must answer the substantial question:
Who should pay for Public Transport?

The Financing of Public Transport  may be considered under two main branches:

· The financing of the infrastructure
· The financing of the operation
Public Transport systems are heavy infrastructures that require high levels of investment in order to be built, operated and maintained. Traditionally they have been funded by the public sector. Actually, traditional methods are no longer sufficient to face the great subject of funding and financing the Public Transport (PT).

PUBLIC PRIVATE PARTNERSHIPS (PPPs)

Public Private Partnerships (PPPs) have emerged as proper new tools combining the responsibility of a public authority to establish public transport infrastructure, integrated into urban development, with the innovation, efficiency and funding capacity of the private sector.

A public private partnership is a form of collaboration in which the government or the authority and the private sector, each retaining its own responsibilities, join forces to carry out a project on the basis of a predetermined shared of tasks and risks. A PPP has to fulfill a number of criteria. In a PPP project:

· Government or the authorities and the private sector work together on the basis of clear contractual agreements

· The division of responsibilities, costs and risks is agreed by contract

· Both public interest and commercial goals are served

· Both sides expect, through collaboration and the input of each side’s specific expertise, to achieve the optimum result

· Each side retains its own identity and responsibility

Within the framework of a PPP integrated project, the government acts as the client in awarding a private sector partner an integrated contract to carry out major public construction and maintenance projects in many areas as transport infrastructures, administration buildings, schools,  hospitals, solid and water waste treatment, water resources management, parking facilities, park+ride facilities, freight centers, governmental, regional and local authorities real estate development programmes etc.

The contract integrates the various steps in the sequence of the project (e.g. the design, construction, maintenance and possibly facility management and the commercial operation). The term of the contract will be based on the life cycle of the project (usually 15-20 years). Examples of the integrated contracts include DBFM (Design, Build, Finance & Maintain), DBFO (Design, Build, Finance & Operate) and BOT (Build, Operate, Transfer). Contracts of these types are often simply referred to as PPP concessions.

The government formulates the functional requirements to be met by the infrastructure concerned, but does not prescribe how this should be achieved. This represents an opportunity for the private sector to devise the best and/or most efficient solution for the entire duration of the contract. As a result, it is possible to take into account such aspects as maintenance and management costs even as early as the design stage.

One essential element in such PPP contracts is the prefinancing of construction by the private sector consortium. The contracting authority pays the consortium back according to the extent to which the stated functional requirements have been met. Thus the government will pay the private consortium a periodical availability fee. This will only paid if the agreed standard of quality has been delivered. At the same time, the terms of the contract also mean that the consortium bears most of the risks.

The previous model is like a client-contractor relationship. Of course there also other models of PPPs with public private partnership as a joint development, a joint venture development corporation is chosen. Thus, the agreements will be arrived at for sharing revenues and risks. There is a long term collaboration the goal of which is the achievement of shared objectives.

When is a PPP appropriate?

For each project the authority concerned must assess in advance whether public private collaboration can deliver added value and whether o PPP is a realistic option. There are a number of basic conditions that must be fulfilled

· The government must be clear about the purpose of collaborating with the private sector

· On the basis of a prior evaluation (feasibility study) there must be safe indication that collaboration with the private sector can deliver added value relative to alternative matters of implementation

· There must be clear objectives shared by both sides, government and the private sector

· The political will must exist and there must be administrative commitment both to the project and to the involvement of the private sector in its implementation

· The collaboration must offer benefits in respect of controlling the risks attendant on the project (through transferring risks to private sector companies that are better equipped to control them) and or the risks must be capable of being shared
· The configuration of the project must be sufficiently clear before any partnership with the private sector can be entered into. On the other hand, the project must not already have been fully “mapped out” since that would leave no room for effective input from the private sector partner or partners
For the last years, in the UK 800 construction projects have been constructed as PPPs and the financial participation of the private sector rises up to 70 billion euros. The total investment by PPPs rises up to the 12% of the UK GDP. Similar experience on PPPs projects, is also existing in Spain, Italy, Portugal and Greece.

In Greece, PPP’s were implemented successfully in great transportation projects a) the New Athens Airport , b) the Rion-Antirion Bridge (the world’s longest cable stayed suspended deck) c) Attiki Odos (Attika Tollway). From 2007 the construction of great highways has begun by PPP’s and in these projects over than 6 billion euros have been invested by the private sector.

A national law (3389/2005 & 3483/2006) defined a legal framework for PPPs for projects with a ceiling budget of 200 million euros. In the first years of the implementation many ministries, public, regional and local authorities go forward to construct, maintain and operate many public projects by PPP scheme with a certain life cycle period and paying periodically the private consortiums.

There are many examples of PPPs in the Public Transport sector, worldwide. The new LRT of Nottingham is a BOT project with a relative concession period 30,5 years,the development of new tram network in Manchester, Croydon, Florence and Barcelona, the Line 4 of Sao Paolo Metro, the Sevilla Metro, the Malaga Metro. There are also the big projects METROSUR (the ring network of Madrid Metro) and the METRONET in the London Underground.  

THE LAND CAPTURE VALUE 

Like VAT, a Land Value Tax (LVT) would be a solution for the alternative way of the Public Transport finance investment and operation. Taking a 500 m. around each of the newly created metro stations on the Jubilee Line in London, it is estimated that the public transport services’ arrival in the area increased the land value by GBP 13 billion. Construction of the Jubilee Line metro cost GBP 3.5 billion. The Docklands big developmental project with the driverless LRT is a very clear example of the tremendous increasing the land value after implementation of a  master development plan including good connections with public transport (multicomplex connecting points with Metro to the LRT combining with big commercial and cultural installations. Financial Times at 12th February 2003 promotes: “Buyers who predict new road and rail links can make a fortune”. A proportion of this economic fortune must be returned, paid back and financing all that effective infrastructure and operation of the Public Transport.  

Land Value is such a real asset that in Hong Kong and Copenhagen. Land has been given or sold at a preferential rate to the public transport operator for the development of areas around the network. Land value capture systems with alternative schemes are effectively functioned by railway, mass transit and suburban railway companies in Japan and in USA.

The Copenhagen Metro is a case study of this kind of approach. The basic concept and its implementation are

· Develop a new neighborhood in Copenhangen

· Build an efficient, railbound new transportation system for the City and the new neighborhood

· Secure the Financing without public funds

· Undeveloped land given free of charge

· Take up loans

· Build the Metro

· The Metro raise the value of land

· Develop and sell  the land

· Pay back the loans

· The choise of mode is a driverless metro, attracts most passengers, cheaper to run

· The public authority was established  the Orestad Development Corporation, Copenhagen Metro (ODC), in order to exploit also the real estate profits from the new metro development general plan 

· The ODC builds, owns and tenders out the operation of metro

·  An external operating and maintenance contractor for five years was selected by an open international bid

· The construction cost (initial investment) is paid back a) 45% from the real estate sales b) 33% by the operation c) 16% by a real estate tax d) 6% other income

The Hong Kong MTR (Mass Transit Corporation) is a previous public company which gradually and partially privatised and at 2000, listed on Stock Exchange of Hong Kong. The operating network built and operated by MTR is including

· 5 mass transit railway lines and 1 Airport Express Line

· 50 stations

· 87.7 km route length       

The whole function of the company has a great experience exploiting all the           financing alternatives, at the following business model 

· Maintenance of efficient and safe operations

· Effective replacement and up-grading assets

· Commercial return on existing operations and new rail projects

· Seek external sources of equity and dept

· Railway alone cannot provide adequate commercial return-property supplements

· Integration of rail and property feeds patronage to new lines

· Enhancement of revenue through non fare businesses

· MTR has an operating agreement with the government with an autonomy to set fares, level playing field for assessment of new projects, commercial return for new railway projects, land grants for property developments to continue
· Government majority shareholding for 20 years
The Hong Kong MTR implemented two major projects in China

· Agreement to construct Phase 2 and operate the Shenzhen Metro whole Line 4 with a BOT arrangement for 30 years with a “Rail+Property model” with 2.9 million sq.m. property development potential
· Agreement for Beijing Metro Line 4 with Beijing Infrastructure Investment Co Ltd and Beijing Capital Group to form a PPP. PPP company for constructing a part and operate the whole Line 4 for 30 years. MTR shareholding in PPP company 49%.
FINANCING THE PUBLIC TRANSPORT OPERATION
The financing of PT Operation is based in general on a combination

· The fares collected

· Other commercial revenue (advertising, property rentals etc)

· Specific compensation for concessionary fares and social/regional obligations

· Any further remuneration required from the public authority to enable the required levels of service to be achieved

In general, the financing of the PT operation and the relative amount of expenditures cannot be fully covered by the revenue of fares. Thus, an outside financial support is required to fill the gap. The alternatives can be focus on the following:

1. Polluter Pays: those who cause a problem compensate for the cost imposed on the community. In this category fuel taxes, environmental taxes and congestion charging systems are included.

The financial problem in the Italian Public Transport was the typical: the growing gap between operating expenses and revenues. In December 2003, the Italian government has established to increase the excise on unleaded petrol. The excise increase is +1,68 cent/euro and as a percentage +3.1%. With this fuel tax, additional resources are assigned directly to public transport. The additional resources per year by this tax are risen up to 337 million euros per year.

The basic congestion charging direction is: “if society charges for a scarce resource (in this case scarce city-centre road space) people make better use of it”  

The demand for road space continues to grow due to increased car ownership, demand for mobility and freight traffic. Given that cities all already built, the supply of road space and space for parking within cities is finite and the use of road space therefore how to be managed. Road space is today a scarce resource, all the more so given pressure to improve road safety, bus reliability and conditions for walking and cycling. Traffic congestion conflicts also with the overall aims of transport policy which generally include:

· Economic growth and improved accessibility through faster and/or more predictable journey times, that help to enable “wider” economic benefits

· An improved environment and in particural reducing greenhouse gas emissions and air pollution, but also improvements to townscape and quality of urban life in general etc

· Integration across policy domains, notably the joining up of transport policy with a sustainable land use policy and policies to tackle social exclusion

The congestion price mechanism’s possible elements include the level and structure of:

· “per kilometer” road charging: in this case the charge is directly related to the distance traveled within a specified area

· Cordon charge: charge are applied at points crossing a cordon, charging could be one way and two way

· Area charge: charging is applied to vehicles being in a specified area at specific periods of time

· Parking charges

There is no a single policy that best fits the circumstances that different cities and towns face. The factors that affect the optimal policy mix include:

· The clear objectives of the city’s transport policy. A pricing scheme can also take into account the environmental characteristics and the energy efficiency of a vehicle in order to serve objectives in these fields

· Public acceptability

· Type and the size of the city

· The nature of the traffic patterns

· Costs comparing the different technologies for implementing a congestion pricing effective system

· The degree of sophistication required to meet objectives through for example differential prices by time of day or level of consumption.

At the present effective cities’ “toll road” systems, formulating zones-rings in the center of the cities and then gradually “decentralized”, are applied in London, in Stockholm (after national voting), in Singapore and in Oslo. The total amounts concentrated from these electronic toll road systems are absolutely/directly devoted to PT financing and of course for the pay back of the initial installation and operation of that modern monitoring and charging electronic system.

The London congestion charging system is implementing the Mayor of London’s Transport Strategy and was introduced on 2000. The London congestion charging scheme is the largest and most radical traffic management scheme ever attempted. 65.000 fewer cars enter the zone during the charging hours. In 2000 there is a great pressure and general acceptance in London that the congestion increasing, costing people and businesses time and money. The average traffic speeds are 15 km/h and vehicles typically spent half their time in queues. For the first scheme there is a 5 GBP daily area charge with a camera based system of a proven technology for the central London only. The payment was regulated by post, telephone, internet, SMS or at self service machines, retail outlets and some petrol stations. Vehicle registration numbers observed by 688 fixed cameras and compared with database. Cameras linked to automatic number plate recognition technology. If no record of payment, Penalty Charge Notice (100 GBP) sent to official registered keeper of vehicle.

After the  first implementation (five years of evaluation) of that London congestion charging system the positive results were obvious:  

· Traffic delays inside charging zone down 30% (congestion level in the charging zone during charging hours down 30%)

· Traffic delays on main routes into the charging zone down 18%

· Traffic entering the charging zone down 18%

· 15% less traffic circulating within the zone

· Traffic continues to be successfully managed on boundary route

· No significant adverse traffic impacts outside the charging zone

· The economic income of the system generates approximately 80 million GBP per annum exclusively devoted to financing improvements to the Public Transport System

Lessons Learnt

· Political commitment of Mayor
· Effective research and clear policy objectives
· Extensive public consultation and stake holder engagement
· Strong project and contract management
· Effective performance monitoring and customer survey
· Adequate public transport alternatives
· Effective traffic management
· Strong public information campaign 
· Ongoing customer and impacts monitoring, stakeholder engagement and scheme improvement.
2. Beneficiary Pays: Those who gain benefit from a service meet the costs. The employers, the retailers, the real estate owners gain from the provision of public transport services. One example is the French Transport Tax (Versement Transport) and of course the above presented Land Capture Value

3. General Public Pays: through national and local taxation, whether or not they are public transport users

The commercial policy in the operating  systems  is also serious external resource of the PT financing. For the Athens Metro,  the 10% approximately  of its annual income is attracting from external commercial policy.

The other way of funding is of course not spending money. 

In this field we refer in the modern cost management tools necessary for the operating companies. Indicatively, there are: Strict implementation of effective strategic and operational business plans, follow up the Key Performance Indicators (KPI’s), also the Balanced Scorecards. Cost transparent function of the operating companies, appropriate contractual relationships between the authorities and operators. Conducting periodically Customer Satisfaction Surveys, evaluating, measuring and benchmarking the Customer Performance Satisfaction Index. All the above proper management tools are  also very valuable for the small operators e.g. buses’ operators in the medium cities and the follow up/monitoring by the authorities.

Despite the introduction of competition and the accompanying improvement in efficiency, the move to change market rules, the use of new and alter financial tools like PPPs, there is still a need for additional  funding. Anyway, the society must ensure the required financial resources for keeping the environmental sustainability via PT mobility and for improving the quality of life of the people.-
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PAGE  
2

