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Background

The 1998 Danish railway legislation makes it possible for the Ministry of Transport to tender

out passenger rail traffic in competition between various operators. Both in Denmark and in

other countries, the tendering of rail traffic is a fairly recent phenomenon and the Ministry

considered it important to learn from external experience. In order to transfer and implement

good practice, a study of comparable conditions in western Europe was therefore carried out

by Bertil Hylén at the Swedish National Road and Transport Research Institute (VTI). It

should be noted the suggestions, recommendations and comments in the report are entirely the

author s own, and are not necessarily shared by VTI or the Danish Ministry of Transport.

The full report Upphandling av persontrafik på järnväg i Danmark , VTI Ref 1003/97-5, may

be requested from the Ministry of Transport, Fredriksholms Kanal 27, DK-1220 Köbenhavn.

Phone +45 33 92 33 55, fax +45 33 12 38 93. The author wishes to convey his warmest thanks

to all persons and organisations who have contributed to this report.

The Danish rail sector

The Danish rail sector has implemented the division between infrastructure, Danish National

Railway Agency, Banestyrelsen, and Danish State Railways, DSB. In addition there are 13

integrated private railways mainly operating feeder and commuter services. A simple access

charge system is being introduced, whereby trains will pay 3 DKK/train km, except on the

main line Kastrup Padborg where the fee will be 10 DKK/train km. Special fees will apply to

the Great Belt and Öresund links. From 1999 there will be open access for freight and from

2000 for passenger services so that anyone with an operating licence will be able to run trains

on a fully commercial basis. Non commercial passenger traffic will initially be subjected to a

contract between the Ministry and DSB. Until 2003 15% of the traffic will be tendered out as

described below.

Tendered and contracted rail traffic is dealt with in various EU Regulations and Directives.

Directive 91/440 concerns management independence and contracts between competent

authorities and operators, among other aspects. Contracts and public service obligations are

dealt with in greater detail in Regulation 69/1161, amended by Regulation 91/ 1893. Directive

95/19 on the allocation of infrastructure capacity etc., in particular the rules concerning

priorities in train path allocation, should also be mentioned. During 1998, the whole range of

EU Regulations and Directives has undergone a major analysis and review aiming at further

deregulation and competition within the European railway sector.

The tendering process

Railway traffic is politically sensitive and frequently exposed to intensive media coverage.

Emotions often run high. The report recommends that a negotiating delegation be set up in

order to manage political influence and to be able to handle the tendering process in a

professional manner. The delegation ought to include representatives from the Ministry

(including the chairperson of the delegation), regions and passenger transport authorities and

consumer/ passenger organisations. The delegation should have full powers to conclude

contracts with operators.



Well in advance of the start of the tendering process, the Ministry will need a range of data

from the present operator (DSB) including present traffic levels, demand, costs and revenue.

These data are necessary to enable the Ministry to judge future offers from bidders. Some of

the data must be kept confidential in order to guarantee non-discriminatory treatment of all

bidders. The data should be verified by external auditors and the public data should be

discussed with regional (county) traffic planners and other relevant parties.

The Ministry should advertise the tender in relevant Danish and international publications. An

information package ought to include the following: Present traffic, demand and revenue;

desired minimum number of trains; desired minimum standards for rolling stock, punctuality,

environmental standards, safety, the bidder s managerial competence and other quality

requirements. Some of these features should be included in a model agreement drawn up by

the Ministry.

Bidders should then present the following to the Ministry; Cost estimates; revenue estimates,

including a suggested fare scheme, required government support, and aspects of agreements

other than those dealt with in the model agreement.

After deciding on the best bid, a five year agreement is recommended with an option for a

five year extension without a renewed tendering process. In view of the limited experience of

railway contracts, fairly detailed reporting from the operator to the Ministry is likely to be

necessary. There should also be a cancellation clause giving the Ministry a means of

cancelling the agreement (after cautioning) if the operator s performance is extremely poor.

Rolling stock

The rolling stock currently used by DSB is fairly modern and consequently there is no reason

to demand new rolling stock from new operators. Although new operators may offer new

rolling stock, they should also be given the opportunity to rent DSB stock. The pricing of DSB

stock must be further analysed with the aid of independent expertise. However, other options

appear possible. British leasing companies and the rolling stock industry will probably offer

leasing as an alternative to buying new stock or renting from DSB.

Capacity allocation

The Ministry of Transport should agree with the National Railway Agency about train paths

for the basic minimum number of trains. Bidders should then be given the opportunity to offer

more trains, for which train paths should be negotiated between the bidder and the Railway

Agency. In these cases the latter must assure bidders of confidential treatment.



Potential new operators

Experience from Sweden, Germany and Great Britain supports the claim that new operators

can be expected to bid for rail traffic in Denmark. There are two categories of new operator,

one with previous transport experience, mainly from the bus or coach sector, and the other

from service provision, predominantly where the type of service seems to be of less

importance. Present rail operators in other countries are also likely to be interested in Danish

rail operations. The roles of the present private Danish railways, especially if they are to be

permitted to bid for this type of traffic, will have to be further clarified.

Other matters

The setting of fares is a delicate matter meriting further consideration. In high-profile traffic

serving Copenhagen it should be reasonable for operators to set fares without any Ministry

intervention, but in rural services some form of fare capping may be in order. Whatever the

case, all operators must take part in the present through ticketing and information system for

trains and buses.

Railway stations are to remain in DSB s hands. The author suggests that a system of station

charges be introduced (already existing or planned in Germany and Sweden). This allows non

discriminatory access for all operators.




