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Regulatory reform in public transport has become one of important issues in many countries, in order to 
improve efficiency and provide better services to users. Since regulatory reform will bring about institu-
tional and structure changes of the organization, then it will imply the way of the public transport services 
regulated and managed.  

This paper highlights how public transport service is organized under service contracts system, as one of 
growing trends recently. That is to say a system of which the service delivery of public transport is con-
ducted by business enterprise on specified target which is planned by authority, which works under contract 
agreement between them.  

The study focuses on the two cases namely both London’s and Seoul’s models. These will illustrate how 
they are put into practice in those cities. It could be significant as an alternative in undertaking local public 
transport reform efficiently.  
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1. INTRODUCTION 
 

Recently, many local public transport agencies 
are trying to improve efficiency and provide better 
services of their public transport. Regulatory reform 
is one of growing options for these purposes. Indeed, 
there are various underlying reasons which are con-
fronted by them each, such as the reducing of gov-
ernment funding for public sector, the changes of 
regulations in the provision of public transport, or 
other reasons concerned with the improvement of 
services quantity and quality. 

The extensive evidence internationally showed 
that subsidized public transport services, provided on 
a monopoly basis by government’s operators in both 
developed and less developed countries tended to 
become inefficient1). They were partial to produce 
services for more than necessary (at above competi-
tive rates), and service quality was often inferior2). 
The experiences when such services were opened to 
competition, usually through a competitive tendering 
and contracting process, were that substantial cost 
savings were achieved3). In the mean time, the using 

of deregulated system in the provision of public 
transport in some large cities, showed the drawbacks 
in several aspects, mainly related to the market fail-
ure4). 

In many countries, governments are pushing for 
the introduction of competition in the organization of 
public services and more broadly in public pro-
curement5). The development of public-private 
partnerships around the world is a good illustration 
of this trend6).  Moreover, the emerging of new hy-
brid model which is implemented in some countries 
around the world over the last three decades has been 
one of alternative choices in the provision of public 
transport service. In other word, a model of which 
the public and private sectors share responsibility in 
delivering the service7). 

The service contract system is one of the growing 
trends under hybrid model.  The main feature of the 
system which is intended here is that the public 
transport services are planned by a public agency, 
and procured from business enterprises under service 
contracts, often with competitive tendering8). In ad-
dition, although this system works under contract 



 

agreement between government as authority and 
business enterprises as operators but then authority 
takes active responsibility for planning of the service. 
This paper focuses on discussing of this kind of 
system. In a rather simpler way, the term of service 
contract system will then be used to represent such a 
system hereafter. 

In view of the regulatory reform is a process of 
change, it will bring about the institutional changes 
or rule of the game, even in public transport sector. 
Consequently the functions of each stakeholder 
would also be changed. The new institutional setting 
including the applying of service contract system 
creates new roles for all actors to run the system. 
This will also change the structure of the public 
transport organization itself. Thus, in the context of 
public transport service, it will imply and influence 
the way of the services to be provided, so become 
important to organize it within an efficient manner.  

This paper studies how the public bus transport 
service is organized in such an organizational form, 
as explained previously. The two cases, both Lon-
don’s and Seoul’s model are used as illustration. It is 
preceded by explaining the shifts toward the service 
contracts system in those cities respective. This is 
then followed by highlighting the organizing of 
public bus transport services under such systems in 
the cities, which covers some aspects namely plan-
ning, operating, and monitoring. In turn, it could be 
worthwhile as input for local public transport in 
conducting regulatory reform.  

 
2. THE SHIFTS TOWARD SERVICE 

CONTRACTS SYSTEM IN LONDON 
AND SEOUL 
Both London’s and Seoul’s cases are interesting 

to study since they had difference backgrounds in 
introducing the service contracts system into their 
public transport service. Moreover, their previous 
systems in the provision of public transport service 
were different each other. In case of London, its 
regulatory framework in public transport has 
evolved over the last three decades. It has moved 
toward new system by introducing competitive ten-
dering and undertaking the privatization of its pub-
licly owned bus company gradually. It was very 
different from the Seoul’s experience in conducting 
its innovative public transport reform, which was 
prepared in a short time, only around two years, 
before going into operation in the year 2004.  

In historical perspective on regulatory reform of 
the bus industry, the United Kingdom led the way in 
significantly deregulating the urban and rural public 
transport market when it introduced the 1985 
Transport Act9). Under the Act there are two distinct 
systems in providing public bus transport services 

through all The United Kingdom. The provision of 
public bus transport services for local and regional 
areas outside London is on the basis of unregulated 
system. This means that the initiative to run public 
bus transport services for passenger comes from 
private companies. They can apply and choose 
routes, arrange timetable and fare to be charged, 
based on a commercial basis.  

At variance with outside London, bus service in 
London is operated by private bus companies as 
operators, which work under contract to London 
Buses (LB), a subsidiary of Transport for London 
(TfL). In addition, TfL is a functional body that re-
sponsible for delivering the Mayor of London’s 
Transport Strategies. LB manages bus services, by 
planning routes, specifying service levels and en-
suring the quality of services, and also responsible 
for providing other support services, such as bus 
stations, and bus stops. The contracts are awarded to 
private companies through a competitive tendering 
process, as a selection mechanism.  

Previously, the provision of London's public bus 
service was a publicly owned and subsidized bus 
operation. Its service operation was an increasingly 
costly public monopoly at that time. Under the 
London Regional Transport Act 1984, London 
Transport (LT), which was then replaced by a new 
organization called TfL in 2000, was required to set 
up subsidiary companies to run both bus and under-
ground. It was also demanded to introduce competi-
tive tendering to ensure LT operated economically 
and required less financial assistance from public 
funds. In 1985 LT set up a subsidiary known as 
London Buses Limited (LBL), which was then split 
into 13 locally based subsidiaries companies. In the 
same year, LT also set up the Tendered Bus Division 
to begin the process of competitive tendering. In a 
consequence of the Act, LBL had to compete with 
private bus companies in order to get the right to run 
public bus transport service.  Finally, LBL was sold 
to private sector in 1994, and all of public bus 
transport services are run by private companies after 
that. The introduction of competition for the market 
and the involvement of the private sector had there-
fore been gradual in London6).  

The average number of bus passenger in London, 
carried per day, had increased by 46.92% since 1985, 
up from 3,124,658 passengers to 5,886,800 passen-
gers in 200810). Most of the increase occurred after the 
privatization. Moreover, based on his study on the 
deregulation in bus systems of the UK’s metropoli-
tan areas, White found the indication that total op-
erating costs declined by 10.5% in London11). The 
reduction in operating cost had been wholly swal-
lowed up by subsidy cuts and mileage increase12). 
The average number of bus passengers per day in 
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under joint revenue management system, the SMG 
retains fare revenue, and operators are secured the 
reimbursement in compliance with total distance of 
service, according to bus operation each. In addition, 
in case of shortage, the SMG will subsidize bus op-
erators. Table 2 shows some aspects of competitive 
tendering and contract system in London and Seoul. 

Due to the authority retains fare revenue of bus 
operation then it involves the central pooling of fare 
revenues, and payments to operators which con-
cerned with the services and performance which is 
delivered. Consequently, there must be agency that 

responsible for collecting and distributing it. In 
London and Seoul, such tasks are carried out by a 
traffic card company in behalf of authority, in this 
matter TfL and the SMG.  

Under GCC, despite the risk of service produc-
tions is transferred to private companies, but then 
they are still protected from full commercial risk, 
since revenue risk is born by authority. It is different 
from net cost contract where operator bears both 
production and revenue risk. The while under man-
agement contract, both production and revenue risk 
are borne by authority18). The type of contracts on the 

Table  2 Competitive tendering and contract system in London and Seoul. 

ITEMS LONDON SEOUL 

Competitive Ten-
dering (CT) sys-

tem 

• Route tendering system for entire      
network 

• Route tendering system for trunk lines 
only 

Executor of CT • LB as subsidiary of TfL • The team of SMG 
The number of 

operator 
• Increase, since enables potential op-

erators to take part in the process of 
CT 

• Reduce, since some operators had to 
form consortium to take part for CT  

Process of CT   • Competition was between private and 
public companies before privatization

• Apply pre-qualification system, be-
fore issuing Invitations to Tender 
(ITT) to             approved operators 

• Work on division of the greater          
metropolitan area into four zones,     
centering on the public bus depots 

• Comprised of 19 routes, with 2 ten-
dered bid in each zone when it was 
introduced 

Evaluation crite-
ria of CT 

• The best value for money, taking         
into account of quality and safety        
by Quality Incentive Contract  

• Operating cost, service and                    
operation plans 

Contract system • The Quality Incentive Contract which 
is the extension of Gross Cost Con-
tract 

• TfL retains fare revenue, contract       
payments related to mileage operated  
and overall reliability of the service 

• Under joint management of revenue, 
SMG retains fare revenue, and reim-
burse bus operators based on total 
distance of service per vehicle 

• Shortage will be subsidized by SMG 

Contract period • A 5 year contract with possibility to a 2
year extent based on performance 

• A 6 year contract for trunk lines which 
are put for tendering system 

 

Table  3 The type of contracts based on the division of risks between authority and operator. 

Type of Contracts Production risk: Revenue risk: 

Authority Operator Authority Operator 

Gross Cost Contract  √ √  

Net Cost Contract  √  √ 

Management Contract √  √  
 



 

basis of the division of risks between contracting 
parties, both authority and operator, in the provision 
of public bus transport service can be seen in Table 
3.  

However, in London, there was an attempt to 
transfer the both risks to operators under net cost 
contract, which was applied in preparation for the 
privatization of its publicly owned company, London 
Bus Limited (LBL), until routes were tendered. It 
was not only to shift the revenue risk to the operators 
but also gave them the incentive to generate more 
revenue by increasing the quality of the services. 
Initially this contract system was not subject to 
competition as the routes were allocated to the in-
cumbent operators by negotiating. However, this 
trial seemed not successful, and only gross cost 
contracts have been offered since 199919). 

Concerned with the contractual form, the time 
period of contract should be considered as well. 
Under Quality Incentive Contract, LB signs up the 
contract with operator for a 5 year contract with the 
possibility to a 2 year contract extension on the basis 
of operator’s performance. In Seoul, under competi-

tive tendering, all contracts are signed for finite time 
period of 6 years. The longer contract term will allow 
for the bidder to offer the low price related to scale 
economies, but reduce the opportunity for competi-
tion amongst potential operators.   

 
(3) Monitoring of bus services  

The monitoring is an important part in manage-
ment cycle, including public transport sector. This is 
being more significant as the right of operating pub-
lic transport service is left to some operators. Under a 
gross cost regime, operators always have an incen-
tive to supply less than the contracted amount of 
service, so the agreement needs to be enforced19). 
Thus, the establishment of an efficient monitoring 
system is required to ensure bus services are pro-
vided as defined target. Further, it could also be used 
as feedback for policy formulation and development 
to provide better public transport services to citizen 
as users.  

As part of efforts to maintain the quantity and 
quality of public transport service which is provided, 
there are various monitoring systems which have 

 

Table  4  Bus monitoring systems in London.  

Monitoring 
System 

Objects Methods Executor Attributed to 
bonus & deduc-
tion of payment

Mileage  
operated 

Lost mileage within 
operator control 

• Compare to contract agreement London Bus 
(LB) 

Yes 

Reliability Operator’s ability 
to schedule 

• Roadside survey  about regularity 
and punctuality of service (3-5% 
of the whole services) 

 LB Yes 

Driver and  
vehicle  
delivery  

Service quality  in 
compliance with 
contract 

• Mystery traveler survey, covers: 
 Static audit, survey at bus stands
 Mystery shopping survey  

Research 
agency in 

behalf of LB 

Yes 

Driver quality  Driving skill of 
driver 

• Covertly assessment 
• Driver receives  a graded score   

Specialist 
Contractor 

of LB 

No 

Engineering 
quality  

Maintenance pro-
cedure and vehi-
cles mechanical 
condition  

• Regular check of 25 % of each 
operator’s fleet the whole year    

• The average number of point per 
vehicle, by scoring any defects 

Independent 
contractor 

of LB 

No 

Costumer  
satisfaction 

survey  

Satisfaction of 
users 

• Interview,  includes: safety and 
security, information, reliability, 
cleanliness, staff behavior  

LB No 

Public corre-
spondence data 

Public information • Made by  phone, email and letter 
• Data is analyzed at route level  

LB No 

Contract  
compliance 

audits 

Operator’s com-
pliance with the 
specifications in 
the contract 

• Regular visits to operating garag-
es, focus on administration sys-
tem, handling and accounting for 
bus revenue and LB’s owned 
equipment 

Team of LB No 

 



been applie
mileage ope
livery, drive
survey sati
contract com
remedies co
tors17). The 
are shown in

The thre
mentioned 
bility, drive
used to dete
on the basi
which is im
to Minimum
agreed betw
the contract

The dedu
just execute
trol, such as
being mech
Moreover, t
the basis o
schedule, co
result from 
services. M
driver and v
ity and in c
by carrying 
service. Be
bonus and d
is also share
to address a
fied. Furthe
being conce
these are no
under QIC. 

The whi
bles LB an
satisfaction 
vices which
improvemen
system, saf
and drive b
collates pub
and address
taking field
sive to user
information
ation of tend
new contra
formance is
ment, but th
contract as a
nearly all m
ually, howe

ed in Lond
erated, reliab
er quality, en
isfaction, pu
mpliance aud
oncerned wit

monitoring 
n Table 4.  
ee earlier of
above, name
er and vehic
ermine finan
is of operato

mplemented in
m Performan
ween LB and
t signed.  
uction of pay
ed for some r
s non availab
hanically fit
the reliabilit
of assessme
ontrol and a
roadside su

Moreover, th
vehicle deliv
ompliance w
out  mystery
sides it is a

deduction pay
ed with oper
any area of w
er, driver qua
ern of moni

ot attributed d
 
le, the custo

nd bus opera
of customer

h is provide
nt needed. 
fety and secu
behavior. M
blic informa
s specific co

d investigatio
r’s need and 
n will be take
ders and reco
cts. Basicall
ssues throug
hen it retain
an ultimate s

monitoring m
ever, TfL has

on recently.
bility, driver
ngineering q
ublic corres
dits, and othe
th the perfor
systems in L

f the monito
ely  mileage
cle delivery 
ncial bonuses
or’s perform
n London no
nce Standard 
d operator at 

yment for th
reasons with

bility of staff 
t to be use
y of service 

ent of opera
adjust service
urvey of 3-5
e monitorin

very, focuses 
with contract
y traveler surv
associated w
yment, the da
rator, so they
weaknesses w
ality and eng
itoring objec
directly to in

omer satisfac
ators to mon
rs in term th
d, and ident
It is includ
urity, cleanl

Moreover, LB
ation to rev
oncerns, inclu
on, so as to b
satisfaction.
en into accou
ommendation
ly LB will r
gh normal co
ns the right t
sanction. In a
methods are u
s started using

. They incl
r and vehicle
quality, costu
spondence d
ers sanctions
rmance of op
London rece

oring system
e operated, re

monitoring,
s and deduct
ance under 
wadays. It re
(MPS) whic
the beginnin

he lost mileag
hin operator c
f and vehicles
ed on the r

is expressed
ator’s ability
e, by using 
% of the w
g system un
on service q

tual requirem
vey whilst bu
ith the finan
ata of this sur
y can take ac
which are ide
gineering qua
cts also, des

ncentive paym

tion survey 
nitor the leve
he quality of 
tify areas w

ding informa
liness, reliab
B also uses 
view, unders
uding by un
be more resp
All of avail

unt in the ev
n for awardin
resolve any 
ontract man
to terminate 
addition, rece
undertaken m
g a combina

 

lude: 
e de-
umer 
data, 
s and 
pera-
ently 

ms as 
elia-
, are 
tions 
QIC 
efers 
ch is 
ng of 

ge is 
con-
s not 
road. 
d on 
y to 
data 

whole 
nder 

qual-
ment, 
us in 
ncial 
rvey 
ction 
enti-
ality 
spite 
ment 

ena-
el of 
f ser-

where 
ation 
bility 

and 
stand 
nder-
pon-
lable 
valu-
ng of 
per-

nage-
any 

ently, 
man-
ation 

of 
pac
and
syst
regu

I
whi
by t
tion
gen
for 
tion
sign
driv
seng
add
cou
ope
ope
and
safe
cern
to b

M
Seo
tion
as i
itor
atio
info
BM
syst
poli

O
mea

technologie
ket radio ser

d assure of t
tem allows 
ulate service
In Seoul, the
ich is deliver
the Bus Man

nal body, a p
nt transport s

a central bu
ns and speed
ned to any g
vers, and pro
gers waiting

dition, by ma
uld more ensu
eration. Furth
erator’s perfo
d informatio
ety of bus se
ns for the SM
bus company
Moreover, th
oul is under c
n and Inform
integrated tra
r and coordin
ons. It collec
ormation deri

MS, T-Money
tem, automa
ice agency, a
Other than
asures to mo

Fig.5  Mon

es, satellite 
rvice (GPRS
timely bus o
bus controll
s to make th
e managing 
red by some
nagement Sy
part of the SM
system (ITS)
s control cen
ds, adjust th
given route, 
ovide real-ti

g at bus stop
anaging and t
ure the punc
her, as part o
ormance wh
n concernin

ervice operat
MG in giving
y accordingly
he monitorin
control of th
ation Service
ansport mana
nate all of tra
cts and proc
ived from rel
y card which
atic violatio
and transport

BMS and
onitor buses

nitoring system 

 
 

tracking a
S) data trans
operation. T
lers, so call

hem more rel
of public bu

e operators is
ystem (BMS
MG. By util
) technology
ntre to monit
he number o
 communica
ime informa
ps or via the
tracking bus

ctuality and s
of the monit
holly, the re
ng both rel
tion will late
g incentives a
y 14).  
ng of bus o

he Transporta
e (TOPIS) th
agement sys
affic conditio
cesses all tr
levant source
h is automa

on enforcem
t broadcastin
d TOPIS, 
s operation a

of bus service 

and general
sfer, to track
This tracking

ed iBUs, to
iable.  
us operation
s undertaken
), as a func-
izing intelli-
, this allows
tor bus loca-
of buses as-
ate with bus
ation to pas-
e internet. In
s operation it
safety of bus
oring of bus

ecorded data
liability and
r on be con-

and penalties

operation in
ation Opera-
hat functions
tem to mon-
ons and situ-
ransportation
es, including

atic payment
ment system,
ng.  
some other
are also un-

in Seoul. 
 

l 
k 
g 
o 

n 
n 
-
-
s 
-
-
s 
-
n 
t 
s 
s 
a 
d 
-
s 

n 
-
s 
-
-
n 
g 
t 
, 

r 
-



dertaken in
passengers 
services wh
vestigation 
faction surv
economic f
reliability, s
covers the 
circumstanc
In the early
survey was 
the new syst
well. The re
take quick 
and to be f
areas wher
monitoring 
can be seen 

The invo
required to 
isfactory of
London, th
Transport U
Bus Reform
significant r
public trans
agreement a
reform prop
citizens. Ev
continued to
Seoul publi
a variety is
independent
sentative of 
and citizen 
Bus Reform

 
(4) Consens

Other th

Fig.6  The e

n Seoul. The
to make re

hich is provi
as well. Som
vey focus o
feasibility co
safety, driver
adequate of

ce, informati
y of the refo
used to get 

tem which w
esult of cont
action to sol
feedback for
re some obs

system of p
in Fig.5.  

olvement of i
complete in
f users aga

hat sort of t
Users Commi
m Citizen Co
role particula
sport reform, 
among intere
posal focusi

ven after pu
o operate as 
ic transport, b
ssues from 
t committee

f government
groups in Se

m Citizen Com

sus building
han some asp

element of Seou

e SMG open
eport or sug
ided, and co
me concerns 
on: mobility 
oncerning fe
r attitude, and
f routes, bus
on and fare s

form, the cit
information

was implemen
tinuous surv
lve the prob
r the improv
stacles still 
public bus se

independent 
nformation co
inst public 
thing is left 
ittee, the whi
ommittee. T
arly at the be
likes in the e

ested parties
ing on the 

ublic transpo
the new con
by reviewing
citizens per

e, it consist
t, bus industr
eoul14). The e
mmittee is sh

g and policy 
pects which 

ul Bus Reform C

ns up acces
ggestion in t
onducts field

of citizen s
of bus serv

ee, convenie
d bus system
s stops, tran
system  as we
izen satisfac

n and ensure 
nted was runn
veys was use
lem in quest
vement of s

happened. 
ervices in S

watchdog is 
oncerning un
bus service
to the Lon

le in Seoul to
The later play

ginning of S
event of draw
s, and produ
convenience

ort reform it 
ntrolling bod
g and discus
rspective. As
ts of the re
y, expert gro
element of S
hown in Fig.

support  
deal with p

Citizen Commi

 

ss to 
term 
d in-
satis-
vice, 
ence, 

m that 
nsfer 
ell20). 
ction 
that 

ning 
ed to 
tion, 

some 
The 
eoul 

also 
nsat-
e. In 
ndon 
o the 

ays a 
eoul 

wing 
ucing 
e of 
has 

dy of 
ssing 
s an 
epre-
oups, 
eoul 
.6. 

plan-

ning
tran
plai
ing 
prov
a si
of th
com
of t
and
the 
of t
ava
iste
sub

I
obs
flue
mig
may
goa
to th

T
and
the 
thin
com
and
inte
cou
part
and
tect

T
sho
sist
cou
obje
was
mitt
tran
con
fina
imp
ing.

I
Lon
Bey
form
bod
by 
gov
com
the 
to i
serv

ittee. 

g, operating
nsport servic
ined previou

of the prob
vision of pub
gnificant con
he reform pr

mprehensivel
transport serv
d specific nee
clearly stated
the reform u

ailable inform
nce conditio
stance with r
It is just poss
tacles. Since

ence the im
ght so enjoy 
y have diffe
al. Therefore,
he whole obj
The rejection

d citizens, at 
Seoul publ

ngs as expla
mpetent autho
d managing s
ense and wor
urage to mu
ties. It could

d afraid of th
tion against t
The Seoul’s 
wed that wi
ed by his kn

uld make eff
ections and o
s also helped
tee, which w

nsport reform
ntinued meet
ally reach th
plemented on
.  
In conductin
ndon was so
yond all que
m of legal au
dy or institut
the acts or 

vernment in
mpetition und

privatization
ncrease the e
vice. This w

g and mon
e both in Lo

usly, the reco
blems which
blic transport
ncern and me
rocess wholly
ly and accura
vices should
eds of users.
d reform obje
under approp
mation as a re
on will contr
relevant part
sible that con
e the change 
portance of 
existing situ

erent views c
, it is being s
jectives of th
n of driver un
the beginnin

lic transport 
ined previou
ority must pl
such kind of
rth discussio
tual underst
also functio

em in terms 
their interest.
experience in
ith his stron
nowhow staf
forts in a c
oppositions o
d by the Bu

was born to su
m in Seoul. 
ting and disc
he reform pr
n the basis o

ng the refo
omewhat dif
estion, it ext
uthority whi
ion to run su
regulations. 
itiated the 
der tendering
n of its publi
efficiency of

was realized 

nitoring of 
ondon and S

ognition and 
h are confro
t service itse
easure as pre
y. It has to be
ately. Since 

d respond to 
. It will give
ectives and th
priate circum

result of gras
tribute to the
ties accordin
nflict of inter
e of the syste
f concerned 
uation. Diffe
concerning t

significant to
he reforms.  
nion, bus com
ng of the int
t reform, ref
usly.  In thi
lay a role in 
f conflicts by
on. This proc
tanding amo

on to lessen t
of guarantee
. 
n public tran

ng commitm
ffs, the May

certain direc
of the interes
us Reform C
upport and sm
 By doing 
cussion the 
roposal cons
of collective 

orm, the ex
fferent from
tremely dep
ich is left to 
uch function
In case of 
reform by 

g system and 
ic bus compa
f its public b
by stipulati

public bus
Seoul as ex-
understand-
nting in the

elf, should be
eceding stage
e undertaken
the delivery
the different
guidance to

he designing
mstance. All
sping the ex-
e discussion
gly. 
est would be
em could in-

parties that
erent groups
the reform’s
 assure them

mpany union
troduction of
flected such
s regard the
anticipating

y facilitating
cess will en-
ong relevant
the hesitancy
eing the pro-

nsport reform
ment, and as-

yor of Seoul
tion various

st groups. He
Citizen Com-
mooth public
intense and
SMG could

sensus to be
understand-

xperience of
m the Seoul.

ends on the
empowered

ns prescribed
London, the
introducing
undertaking

any, in order
bus transport
ing formerly

s 
-
-
e 
e 
e 
n 
y 
t 
o 
g 
l 
-
n 

e 
-
t 
s 
s 

m 

n, 
f 
h 
e 
g 
g 
-
t 
y 
-

m 
-
l 
s 
e 
-
c 
d 
d 
e 
-

f 
. 
e 
d 
d 
e 
g 
g 
r 
t 
y 



some unde
which was 
into reality, 
sole it to la
London is ru

Absolute
in performin
of concerne
creating of a
as reference
probably en
operation sy
definition 
measures of
of subsidy w
run. Thereb
In turn it w
the role and
in the provis
relation betw
very likely 
considerabl
Thus the av
pacity beco
of service c
option may 

Moreove
perhaps imp
itself. Some
consequenc
staff membe
well before 
could also h
in term of 
duction of t
erator who 
like worksh
cant concer
standing to
relevant par

Based on
some consid

Fig.7 Some 
service

erlying acts 
followed by 
either throu

arger bus op
run by private
ely, the polic
ng public tra
ed existing re
appropriate l
e in applyin
ncompassing
ystem, and c
of involved
f financial su
which possib

by it could se
will also facil
d responsibili
sion of publi
ween them i
that lack of 
e obstacles 
vailability o
mes crucial 

contract syste
not be possi

er the change
plies to som
e related mat
ce of the regu
ers, and driv
the implem

have some im
operating sy

the new syste
will manage

hop and train
rn so as to im
o members o
rties concern
n all of the e
derations wh

consideration i
e under service 

or regulatio
technical pr

ugh managem
perators17). A
e companies
cy support is
ansport reform
egulation is i
legal institut

ng the new s
g the regula
competition s
d parties, 
upport, likes 
ble needed f
ecure an effec
itate to elabo
ity of each pa
ic transport s
in detail late

f any of these
for the refo

of sufficient 
issues in the
em. In the ab
ible7).    
e of the bus o

me issues wit
tters of resou
ulatory reform
er status, sho
entation. In 

mplications an
ystem. It req
em to both a

e and operate
ning should 
mprove the 
of staff, driv

ned, in advan
explanations 
hich could be 

n organizing pu
contract system

ons accordin
rocess to brin
ment buyout

All bus servic
 thereupon. 

s highly requ
m. The overv
important for
ional framew
system. It co
ation about 
system,  the 
and regula
 a large amo

for the system
ctive realizat
orate concern
arty who inv
ervice, and w

er on. Since,
e areas could

orm to run w
institutional

e implementa
bsence of it, 

operation sys
hin organiza
urces transfe
m, such as a
ould be mana
the meantim
nd consequen
quires the in
authority and
e it. Thus, th
become sig
skill and un

vers, and ot
ce. 
above, there
paid intentio

ublic bus transp
m. 

 

ngly 
ng it 
ts or  
ce in 

uired 
view 
r the 
work 
ould 
bus 
role 

atory 
ount 
m to 
tion. 
ning 

volve 
work 

it is 
d be 
well. 
l ca-
ation 
 this 

stem 
ation 
er, in 
asset, 
aged 

me, it 
nces 
ntro-
d op-
hings 
gnifi-
nder-
thers 

e are 
on in 

ord
hyb
tem

4. S
O
S
T

pub
Seo
thei
erat
auth
plan
ope

I
com
has 
thor
pub
netw
syst
resp
pub
whe

B
auth
form
thor
of i
the 
serv
ach
faci
serv
hav
form
bus
bilit
qua
mea
intr
is n
tran
vert
mod
link
van
avo
syst
info
men

app
bod
such

 
port 

er to organiz
brid model, p

m with public

SOME M
OPERATIO
SEOUL 
The implem
blic bus ope
oul seems to h
ir public bus
tion carried 
hority or its a
nning and lea
erators under 
In London ca

mpany had be
been run by

rity still ma
blic transport
work. Mean
tem in Seoul
ponsibility i
blic bus serv
ere authority
By managin
hority to ou
mance target
rity to plan a
ts public bus
authority to 

vice adequat
hieve the soc
ilitate the in
vice. In addi
ve played a m
mation techn
iness, it is v
ty public tra

ality of pub
asure as man
roduction of t
not only to i
nsport opera
ted highly co
de of public 
king system. 
ntages in ter
oiding duplic
tem. It is in
ormation sy
nted.  

However, t
plied in Lond
dy of authorit
h a system. T

ze public bus
particularly 
planning. It 

MERITS O
ON SYTEM

entation of t
ration system
have the sam
 transport se
out by priva

agency takes
aves the bus 
gross cost c

ase, notwiths
een privatized
y private com
aintains coor
t services by
while the ch
 is actually in
n controllin
vices which
retains all ro

ng entire rou
utline service
t.  Thereby i
and achieve th
s transport se
maintain the

tely, respond
cial goals of
ntegrated sys
tion, the inte
major role in
nology onto

very helpful i
nsport and e

blic transpor
nifestation of
trunk lines an
integrate an 

ation previou
ompetition b
transport bei
It also enab

m of efficie
cation of ser
ncluding the 
stem which 

the service co
don and Seou
ty to underta
This is not o

s transport s
service cont

t can be seen 

OF PUBL
M IN LON

the new arra
em both in L
me purposes. T
ervices under
ate managem
s active respo
service deliv

contract syste
standing pub
d and public 
mpany, how
rdinated stru
y managing e
change of bu
ntended to re

ng the prov
h was weak 
outes as well
utes network
e specificati
it is much e
the goals of t
ervices. It als
e quantity an
d to passeng
f service pro
stem of pub
egrated syste
n Seoul. By 
o their publ
in creating a

enhancing ef
rt service. 
f integrated s
nd feeder lin
unorganized

usly, but als
between buse
ing a mutual
bles to secur
ency of the 
rvices within
integration 

h has also b

ontact system
ul require the
ake some fun
only to condu

ervice under
tracting sys-
in Fig.7. 

LIC BUS
DON AND

angement of
London and
They control
r service op-
ment. Public
onsibility for
very to some
em. 
blicly owned
bus services

wever the au-
ucture of its
entire routes
us operation
estore public

vision of its
previously,

l thereafter.
k, it permits
on and per-
asier for au-
the provision
so allows for
nd quality of
ger demand,
ovision, and
lic transport
em seems to
grafting in-

lic transport
a more relia-
fficiency and

A concrete
system is the
nes system. It
d public bus
so has con-
es and others
lly beneficial
re others ad-

services by
n the whole
of fare and

been imple-

ms which are
e empowered
nctions under
uct planning

r 
-

S 
D 

f 
d 
l 
-
c 
r 
e 

d 
s 
-
s 
s 
n 
c 
s 
, 

s 
-
-
n 
r 
f 
, 
d 
t 
o 
-
t 
-
d 
e 
e 
t 
s 
-
s 
l 
-
y 
e 
d 
-

e 
d 
r 
g 



 

tasks, but also to procure the service from operators, 
manage bus operation, and monitor the service pro-
vided by operators.  

Despite both London and Seoul apply service 
contract systems under control of local level author-
ity directly, however, the structure of organization 
which is responsible for planning, procuring, and 
monitoring the service in those cities emerge in dif-
ferent forms practically. Indeed, it is concerned with 
the underlying acts and process of the reform itself. 
All of such functions are held and coordinated by 
London bus in London. The while, in Seoul, to do so, 
the SMG is assisted by some specific organizations 
and competence authority. Moreover, the Seoul Bus 
Association, who represents the interest of bus 
companies in Seoul, plays a part in bridging the co-
ordination between bus operators and the SMG.   

With the total number of routes which is great, 
round about 700 routes, LB holds competitive ten-
dering every 2-4 weeks.  Therefore, it seems to be 
reasonably the present of LB as particular organiza-
tion in handling such functions of public bus 
transport services in London. This is not only re-
sponsible for enforcing continued tendering but also 
executing other tasks concerning planning, operating, 
and monitoring of bus service in London. 

Under a quasi public system, not all bus routes are 
put on competitive tendering system in Seoul. As a 
new concept, part of the reform, competitive ten-
dering was just applied for 19 routes (5.2% of total 
number of routes), when it was first introduced. It 
was just applied for trunk lines, while for the feeder 
lines, public bus service operation is still run by a 
large number of private companies that work based 
on agreement with the SMG under joint revenue 
management.  This system is adopted as a new rule in 
Seoul, results from consensus of the interested par-
ties who involved in the reform process, particularly 
the SMG and the Seoul Bus Association who played 
leading roles in the reform process.  

Indeed, the establishing of organization to plan, 
manage and coordinate the whole services should 
consider the efficiency and effectiveness of its func-
tion. Since, it requires additional budget allocation 
from authority to support the operation of the or-
ganization. The choosing of organization form could 
be associated with task’s function and responsibility, 
including the size of area to be served, the complex-
ity of service, and the usage of kind of technology 
just like the scientific bus operation system which 
has been applied in Seoul. 

In term of the competitive tendering system as a 
selection mechanism to designate operators to run 
public bus services, it has been successful in London. 
Direct savings from competitive tendering have av-
eraged 15 to 20 percent21). In the meantime, London 

Transport found that competitively tendered service 
had  generally higher quality, and that when the 
public operator provided service in a competitive 
environment (faced with the threat of contract can-
cellation, like private carriers), service quality im-
proved on the same services2).  The while, competi-
tive pressure from tendering process leads to situa-
tions in which operators must innovate in order to be 
competitive in the market22). This indicates that 
competitive tendering is not only could increase 
production cost efficiency through direct saving as a 
result of its process but also enhance service quality. 
Further, for the authority it could reduce asymmetry 
information as some operators offer the best com-
petitive price and quality of service, in order to get 
the right to run the services on the certain routes. 

In the context of monitoring system, in London, 
under quality incentive contract, the reliability of 
service, concerning both regularity and punctuality 
of service provided by operators, is measured by 
carrying out roadside survey. It is very different as 
compared to Seoul, which has applied the using of 
appropriate technology for such functions. By uti-
lizing an intelligent transport system (ITS), global 
positioning system (GPS), and using a sophisticated 
fare collection system, it could be conducted effec-
tively. Under this system, authority can also monitor 
the safety of bus service operations, and analyze the 
statistic performance of bus companies by utilizing 
smart card’s recorded data and others related infor-
mation. All of available information will be analyzed 
by TOPIS, and then used by the SMG as considera-
tion in decision making policy for better service to 
community as users. This system is not only to help 
in creating flexible and efficient control over inte-
grated public transport, but also in ensuring demand 
responsive routing and scheduling, based concrete 
demand data. 

 
5. CONCLUSION 
 

This paper focuses on the study of organizing of 
local public transport service, based on London’s 
and Seoul’s experiences. This describes the two 
previous different systems of public bus operation, 
which move toward the service contract system, 
under various rational behind their reform respective. 
It shows that the previous systems of public bus 
operation both under public monopoly and unregu-
lated system run by a large number of private com-
panies are allowed for shifting toward such a system.  

The changes toward the new arrangement of 
public bus operation system in those cities were 
highly concerned with the underlying acts or regu-
lations and the processes which took effect in con-
ducting the reforms themselves. These determined 



 

the way of the competence authorities to take initia-
tive to start, perform, and encourage the reform 
process to come up with their expected goals, and 
influenced the result itself as well. It became more 
relevant due to the reform process involved many 
interested parties.  

The separation of planning from operation under 
gross cost model which are applied in those cities 
shows the role of involved parties both authority and 
private operators clearly. Moreover, since authority 
more focuses on maximizing the service and dele-
gates operational right to provide public bus services 
to operators, so the availability of an effective or-
ganization and appropriate technology become sig-
nificant in supporting to run and control public bus 
services. Indeed in applying such a system, the so-
lution adopted by one city cannot be directly trans-
ferred to another city. However, it is important to 
recognize that local circumstance of an area is dif-
ferent individually.  Therefore it should be seen and 
put in particular situation of an area in question, 
including by linking it with policy objectives of the 
service provision, as is the case in London and Seoul. 
The information on service contracts system of their 
best practices, should be developed and fitted with 
real situation by making the best use of the ad-
vantages, things like competitive tendering system, 
the utilizing of appropriate technology for planning, 
managing, and monitoring of service, and consider-
ing obstacles to effective service contract system of a 
certain area, like institutional capacity, the availa-
bility of reasonably operators, and the choosing of 
procurement and contractual type as well. 

This study doesn’t come to the conclusion of 
which one is the better of those experiences. It is 
beyond of the scope of the study, in view of the 
backgrounds, the former systems, and the processes 
of change both in London and Seoul were different at 
all. The stressing is more given to the way of or-
ganizing public bus transport service in those cities 
each. Finally, it could be useful inputs and alterna-
tives in conducting local public transport reform 
under service contract with public planning.  
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