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EXECUTIVE SUMMARY 
 
Jakarta’s new bus rapid transit system, TransJakarta, opened on January 15, 2004.   It has 
proved a dramatic success in providing faster bus service for some Jakarta residents at a 
very modest cost.   Several technical aspects of the system can be improved, and 
incorporated into designs of additional corridors as they are built.  These issues are 
outlined in Trans-Jakarta Bus Rapid Transit System: Technical Review, submitted to DKI 
Jakarta by ITDP on January 5, 2004.    
  
However, some outstanding regulatory and institutional issues with TransJakarta 
remain.   These issues are the focus of this report.  While TransJakarta has already 
initiated some important institutional reforms that are helping improve public transit 
services in Jakarta, additional reforms will significantly improve the busway’s 
operational and financial performance..    
 
 Bus Rapid Transit (BRT) projects provide an opprotunity to implement significant transit 
sector regulatory and institutional reforms.  Cities in other countries that have 
implemented BRT systems, have implemented these reforms simultaneously with the 
BRT system.   In fact, these regulatory reforms normally constitute an integral part of the 
success or failure of BRT projects.  To date, insufficient institutional reform in Jakarta 
has resulted in the following remaining outstanding issues with the TransJakarta BRT:  

?? Congestion in the mixed traffic lanes  
?? Lower demand on TransJakarta  
?? Needless government subsidies  
?? Mediocre quality of service and maintenance  
?? Difficulties in planning coordination  

 
These problems are significant, and require the same type of leadership and political 
courage that Governor Sutiyoso demonstrated in implementing the physical aspects of the 
busway.  
 
These problems are not unique to Jakarta’s BRT system. International experience 
suggests that some municipalities have dealt with them better than others.  This document 
reviews the current institutional and regulatory issues faced by TransJakarta, then reviews 
how Latin American BRT systems have dealt with the same issues.  This review then 
forms the basis of our analysis and recommendations for TransJakarta.    
 
In a growing number of cities around the world, the introduction of a BRT system is used 
to bring about long-stalled transit sector reforms at the same time.  Because BRT makes 
bus operations more profitable, introducing BRT gives the municipality a unique 
opportunity to demand greater investment and better service from private operators.    
 
These systems include the following features: 
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1. Increase private sector investment into the transit system.  
2. Change private bus operating contracts to include quality of service requirements.  
3. Facilitate integrated ticketing systems that allow for transfer between different 

transit modes.  
4. Increase the capacity of the municipality to plan, manage, and regulate its transit 

system.  

This report recommends the following institutional and regulatory changes for DKI-
Jakarta’s consideration:  
 
 
Implement a system of feeder buses directly contracted by TransJakarta and brought 
into service immediately but gradually as a way of increasing the ridership on 
TransJakarta to its maximum operational capacity. 
 
In all countries with BRT systems, unregulated private bus operators compete for 
passengers with the BRT system.  As such, they do not easily become feeders unless they 
are owned and operated directly by the same company that operates the BRT system, or 
unless they are paid under contract by the BRT authority directly.   Without a feeder 
system, demand on TransJakarta will be below its capacity, and the system less profitable 
than it could be.  
 
Cut additional bus lines in the TransJakarta corridor, up to the level of demand that 
can be handled by TransJakarta.   Give TransJakarta the authority to enforce these 
cuts.  
 
Some of the seven bus lines that were supposed to be cut in the TransJakarta corridor are 
still operating.   This is contributing to congestion in the mixed traffic lanes and 
undermining profits on TransJakarta.  While TransJakarta’s capacity is currently not high 
enough to handle all the transit trips in the corridor, lines should be cut to the point where 
TransJakarta is operating at full capacity.  TransJakarta will have to be given the power to 
enforce these route changes, as other agencies will not have the same motivation to 
enforce.  
 
Hold a competitive bid to determine which private company will operate the busway.  
TransJakarta should evaluate the bids based on the level of investment the private 
operators are willing to make for new buses meeting the necessary technical standards, 
the price per kilometer they are willing to provide the service, and other quality of 
service and social goals.  
 
Right now, DKI Jakarta and its taxpayers are paying too much for everything.  They are 
paying for the buses, the stations, and the ticketing system.  They are also paying for the 
operation of the buses.  In most Latin American BRT systems the private operators pay 
for the buses and the ticketing system.  The private operators procure the buses directly.  
This is very important as private operators are better at negotiating lower prices for 
buses.  Furthermore, removing the bus procurement from the public sector removes any 
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suspicion of impropriety in the procurement process.  While in the first corridor 
government investment was necessary to prove to private investors that the project was 
viable, now they are convinced.  Several bus companies are already offering to invest in 
their own buses if they can operate directly in the TransJakarta corridor under license. 
The demand in the first and second corridors together, with proper regulatory changes, 
should be high enough to make the TransJakarta system profitable.  As such, the profits 
should be enough to cover the costs of the buses and the ticketing system.  This would 
also make it possible for TransJakarta to negotiate the price per kilometer in the operating 
contract downward, and get more leverage over quality of service issues.  
 
Set the minimum technical standards for the buses in the competitive bidding 
procedure.   Give additional points to private operators who exceed the standards. 
 
Even if the operations are set out to competitive bid, the technical specifications for the 
buses should be written by TransJakarta.  The current buses have larger engines, are 
heavier, and hence more fuel consuming and polluting than they need to be.  This 
increases pollution, wear and tear on the roadway, and operating costs.  The technical 
specifications for the new buses should be revised accordingly.   Incentives in the 
competitive bidding rules should be given to companies willing to spend extra to get even 
cleaner vehicles and use cleaner fuels.  
 
Use the competitive bidding requirements to encourage bus companies to 
professionalize their operation. 
 
Bus companies in Jakarta for the most part don’t work like modern bus companies.  Most 
of them just lease the buses out to individual operators on a daily basis.  While they have 
to follow a route, they do not have to follow a schedule.   This was also true in Bogota 
before TransMilenio.   Bogota used the competitive bidding rules to encourage 
partnerships with international bus operators, resulting in the local bus companies 
learning from their international partners how to operate a modern bus company.  
 
Competitive bidding rules should also encourage or require that employees have a 
minimum standard of security, such as health insurance, pensions, etc.  If such 
measures were included, the system would become popular with workers, and would 
attract high quality employees.  
 
To date, TransJakarta bus drivers have been fairly disgruntled.  They worked at first 
without a contract, then with a contract with TransJakarta, and eventually with PT JET.  
Bus drivers in Jakarta by and large get a very bad deal.  They have little job security, 
have to make all sorts of illicit payments, and absorb all kinds of financial risks that make 
their jobs both difficult and insecure.  TransJakarta should take the opportunity to bring 
Jakartas bus drivers into the formalized labor force and give them decent job security.  
This would generate enormous goodwill for the system among a key constituency: bus 
drivers.   
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Allow more than one private operator to operate in the corridor, allocated by a 
schedule fixed by TransJakarta.  Contracts should include a system of rewards and 
punishments for providing good or bad quality service.   Both individual drivers and 
companies should be rewarded for good service and punished for bad service, either by 
having their kilometers cut back or increased, or by facing fines or rewards.  
 
One of the secrets of TransMilenios success was the extent to which they provide good 
quality service.  This resulted from including in the contracts for the private operators a 
system of rewards and punishments for good or bad service.  Critical to making this 
possible is having more than one bus operator in a single BRT corridor.  In this way, one 
of the punishments for bad service can be to allocate more of the bus trips in the corridor 
to competing bus companies. Any fines collected as punishments are used directly as 
rewards for good service 
 
Make TransJakarta a full public corporation with budgetary and enforcement 
authority.  The authority to plan the system, contract operators and ticketing systems, 
and reward and punish them for good or bad service, needs to be centralized under the 
control of TransJakarta.   
 
The ability of DKI Jakarta to provide good transit service to its citizens depends to a large 
extent on the degree to which it understands and controls the transit system.  Currently, 
no single institution in the DKI Jakarta Government has its own information on bus 
demand levels, let alone accurate information on bus routes, etc.  This lack of information 
makes planning very difficult and risky and undermines the confidence of potential 
private sector investors.  Currently, TransJakarta does not control the revenues collected 
by the ticketing company, does not have independent authority to sign contracts with 
operators, and does not authorize payment to the sub-contracted operators.  The most 
serious problem resulted when the operating contract for the ticketing system was given 
to an unqualified firm.  To date the ticketing system is still not working, not only 
irritating passengers but also undermining the transparency of TransJakartas revenue.  
This takes away its power over the operating companies, and service is suffering as a 
result.    
 
Finally, without decision-making centralized, serious coordination problems in the 
planning and implementation system are likely to continue.   For this reason, the 
budgetary authority for the planning and contracting of the system, and the revenues from 
passengers, should be put under the authority of TransJakarta.    This would be consistent 
with standard practice in BRT systems around the world.   
 
If these measures are implemented, TransJakarta could become more than just a 
busway.  It could become a model for how the government, the private sector, and 
employees, can work together in transparent manner to better serve transit customers.   
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I. BACKGROUND:  BRT AND TRANSIT SYSTEM REGULATORY 
REFORM IN JAKARTA 

 
 
I.2. The Institutional and Regulatory Environment of TransJakarta 
 
Prior to the opening of TransJakarta in January of 2004, bus ridership in Jakarta 
had been in steady decline for over two decades, as more and more people 
switch to private car and motorcycle use.  Bus fleets were aging, and public 
satisfaction with bus services was low. We could use some data here. 
 
In the corridor served by TransJakarta, prior to its opening, there were three 
types of public transit ownership structure.   Some buses owned and operated by 
the Jakarta public transport company, PPD.  PPD had about 500 (?) aging blue 
and white buses still in operation as of 2004.  The share of transit passengers 
and lines operated by PPD has been steadily declining over the past 20 years.  
(True?)   There were also three large private bus companies: Steady Safe, 
Bianglala, Mayasari.  There is a continuum between modern corporations and 
informal sector operators, and these bus companies were somewhere in 
between.  (explain how they operated.  Did they rent the buses or sell the buses 
to individual operators?).  Finally, there was Metro Mini, which in theory operated 
as a collective of individual bus owners.  (how did it really work?) 
 
All of these companies basically lease the buses to private individuals on a daily 
basis for a fixed fee, and the revenues are collected then by these private 
individuals.  In 2000, the average bus operator was paying some Rp.150,000 to 
the owner to rent the bus (complete with the route license), and oil and fuel cost 
Rp.60,000 which is also paid by the driver directly. 

 
While PPD continues to receive public subsidies (yes? How much?), the other 
private bus operators in the corridor do not receive any public subsidies and they 
make profits.   
 

Customer satisfaction with these buses is low because of several reasons:  
 

?? They do not follow a predictable schedule,  
?? They do not stop at bus stops,  
?? They do not stop at all once the bus is full.   
?? They sit waiting to collect more passengers, delaying those already on the 

bus. 
?? They compete for passengers at curbside in a dangerous way 
?? The buses are quite deteriorated and polluting 
 

The Department of City Planning, working in conjunction with GTZ, 
developed a plan to link the issuance of route licenses to private bus operators to 
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quality of service criteria.   This reform effort was not yet successful when the 
effort to introduce BRT began in Jakarta.   

 
Currently, the allocation of bus lines in Jakarta is regulated by the 

Department of Transportation (Dishub), which inherited this role from DLLAJ 
(Departamen Lalu Lintas….) (which stood for what?) but other groups such as 
Organda, (the bus operators union), the police, and sometimes criminal gangs, 
also extracted informal payments from the bus operators.  As a result, the bus 
operators face daily extortions of up to Rp.30,000 just to be allowed to operate a 
particular bus on a particular corridor.  

 
As the process of awarding the more lucrative routes to specific 

companies was less than transparent, there was considerable speculation that 
the process, as is typical in many countries, involves certain informal payment of 
fees.  TransJakarta creates the opportunity to begin to clean up this process, at 
least inside the TransJakarta corridors.   

 
Giving the bus operators a reasonable and secure income while reducing 

corruption should be one of the aims of the TransJakarta system.    
  

The newly established Department of Transportation (Dinah Perhubungan, or 
Dishub,), which took over most of the functions of DLLAJ, initially brought the 
BRT concept to the attention of Governor Sutiyoso.   As such, Dishub was given 
initial planning responsibility and the necessary budgetary authority to begin the 
planning process.  Dishub in turn contracted out the initial planning work to PT. 
Pamintori Cipta, a private consulting firm.   

 
At the same time, DKI Jakarta had asked US AID to support ITDP to provide 

them with the necessary technical assistance.   US AID provided the requested 
support to ITDP beginning in October of 2002.  At that time, ITDP began working 
with Dishub to improve and build on the plans done by PT Pamintory Cipta. In 
May of 2003, Irzal Jamal, an Assistant Secretary under City Secretary Ritola, 
became the coordinating head of the busway project, and a series of sub-teams 
or working groups were created to coordinate input into the BRT project.  
However, as budgetary authority remained under Dishub, Dishub Department 
Head Rustam Effendi (head of DP) and his staff (Pristono, Sub-head of public 
works inside DP, and Ibu Rini, Sub-head of planning) remained in control of the 
critical contracting decisions.   
 

The University of Indonesia’s Center for Transportation Studies (UI CTS), 
meanwhile, had been working on a Regional Master Plan for JICA, and in order 
to coordinate this effort with the busway plans, UI CTS was also contracted by 
DKI Jakarta to do a master plan for the City of Jakarta, and was made head of 
Finance/Management sub-team and also play a leading role in the sub-team for 
Operations for the Busway task force. 
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ITDP also provided support to the NGO Pelangi to coordinate civil society 
input into the planning process, which then joined the Socialization Task Force 
headed by Ibu Rini at Dishub.    ITDP was given an office first in Dishub and then 
in the Office of the Governor.  ITDP hired Fatimah Sari Nasution to coordinate 
the project on an administrative level, and hired respected NGO activist and 
Sociologist Darmaningtyas to coordinate ITDP communication with the broader 
NGO community. 

 
Until December of 2003, the management authority for the Jakarta BRT 

project was thus shared between Dishub Director Rustam Effendi and Assistant 
City Secretary Irzal Jamal, resulting in some coordination problems. 

 
On December 31, 2003, Governor Sutiyoso issued decree No. 110/2003 

establishing a busway managing company named Badan Pengelola 
Transjakarta, or TransJakarta.   TransJakarta is currently not a full-fledged public 
authority.  Its responsibility is limited to management and control of the 12.9 km 
busway operating between Blok M and Kota.  This includes managing the 
operating contract, the ticketing system contract, maintenance of the stations and  
security.  

 
Procurement of the 56 TransJakarta buses was handled by Dishub, and 

paid for with taxpayer money.  The ownership of the buses was then passed on 
to TransJakarta. The procurement does not appear to have been subjected to a 
competitive public bid, and legal questions have been raised.  More than half of 
the vehicles were procured from Hino’s local partner, PT New Armada, 
Magelang, and less than half from Daimler Chrysler’s local partner, PT Restu Ibu, 
Bogor.   Whether this is a violation of the law remains murky, since the laws on 
administrative procedures allow a certain amount of latitude for the Governor to 
bypass competitive bidding under certain circumstances.   

 
Because TransJakarta is not a public authority, revenues from ticket sales 

cannot be managed and used by Transjakarta. The revenue has to be deposited 
everyday into DKI government account at Bank DKI.   Because TransJakarta 
does not directly pay the bus operators, its leverage over the bus operating 
company is further limited.  Payment to operators is using the APBD budget 
transfer pending approval by the finance office of the Governor. Payments to 
operators are often delayed due to this bureaucratic process.     

Details of TransJakarta’s bylaws, responsibilities, etc and how they relate to the 
by-laws of TransMilenio. 

TransJakarta in turn contracts out operation of the busway to a private 
consortium called PT JET (Jakarta Ekspress Trans). PT. JET was created two 
days before the bus rapid transit system opening.  It includes in the consortium 
PT Ratax, a radio taxi company, Mayasari, Steady Safe, Bianglala, and PPD, the 
public bus authority.  Each of these companies holds 20% of the shares of PT 
JET.  These four companies represent the main bus operators in the corridor 
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served by TransJakarta, excluding only Metro Mini.  Creation of PT JET was 
legally complicated because some of these firms did not have a clear corporate 
identity.  As the owners had never operated a professional bus operation before, 
they lacked the tools to do careful costing estimates, determine the number of 
employees necessary based on the scheduling, and other basic management 
issues.  

 

TransJakarta’s operating contract with PT JET lasts for 2 years. PT. JET 
is paid based by TransJakarta on a bus kilometer basis (Rp. 6100/Km).  
TransJakarta did not pass on the ownership of the buses to PT JET, but retains 
ownership of the buses.  PT JET leases the buses.  (Is PT JET currently paying 
anything for the leasing of the buses, or I assume not and the Rp.6100/km 
factors this in?) 

As the busway is operated only by one operator without a competition in 
providing the service to the public, Jakarta government is currently being 
investigated by KPPU (Komite Pengawas Persaingan Usaha/Committee for 
Supervision of Business Competition) related to fair business competition. 

 

While there is discussion of passing the planning authority to TransJakarta 
to improve coordination, this transfer of authority has not yet taken place.  

 
 

 

 

 

 

 

 

 

 

 

Currently, ownership of the 56 buses procured by Dinas Perhubungan has been 
transferred to TransJakarta, but not to PT JET.  PT. JET only operates the 
buses. 
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TransJakarta contracted out the fare collection to a separate contractor.  
The ticketing equipment was purchased and installed directly by DKI Jakarta 
through DisHub.   The equipment was procured from the Colombian firm Medina-
Sinox and a local partner without a competitive bid.   Medina-Sinox won this 
contract on the strength of having been the supplier of the ticketing system in 
Bogota, but in fact they only provided the turnstiles, and sub-contracted the more 
difficult IT elements of the system to Angelcom SA (a French software company) 
and other IT companies.    

A contract to operate the ticketing system was awarded to PT. Lestari 
Abadi. PT. Lestari Abadi operates the ticketing system under a 2-year 
concession contract.  The smart card called Mifare is being used, procured from 
China.  There have been enormous problems with the smart card ticketing 
system in the first months of operation.  Very often the entrance turnstiles are not 
functioning and rejecting the smart card when inserted into the card reader. Also, 
the system is not yet online with Transjakarta.  

Dishub purchased the ticketing system, and still retains ownership over it.  
They tried to transfer the asset to TransJakarta, but because it doesn’t work 
TransJakarta refused to take ownership of it.  

[insert diagram of ticketing system from fatimah.] 

 This current institutional and regulatory structure have led to certain 
problems, familiar to other BRT systems, that will be discussed in greater detail 
in the sections below.  

o The lack of changes to existing bus routes has undermined 
ridership on TransJakarta, undermining its financial self-sufficiency, 
and increasing congestion in the mixed traffic lanes 

o The government is still paying for the buses and ticketing systems.  
This should no longer be necessary.  Investments should be 
targeted to expanding the system, reinforcing the roadbed, and 
improving the pedestrian environments in the corridors. 

o Scheduling, bus maintenance, and bus operation are still not well 
managed. 

o Integration with commuter rail and pedestrian facilities remains 
weak.   Cycling as a feeder option has not been explored at all. 

o Project management and planning remains fairly disorganized, and 
the procurement process remains less than transparent. 

The following report outlines how other BRT systems have resolved these 
problems, and recommends changes for TransJakarta.  A summary of these 
recommendations is as follows: 
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o TransJakarta needs to directly contract the feeder bus lines, and pay them 
per passenger.  The current problems cannot be resolved just by providing 
them with discount tickets.  

o More bus lines in the TransJakarta corridor need to be cut and 
TransJakarta needs to have the authority to enforce the regulation of 
buses operating in the corridor.  

o The bus procurement on the second corridor should be paid for by bus 
operators rather than by the DKI Jakarta Government.  The bus 
companies are ready to make this investment.  

o Multiple bus operators should be contracted to operate within each 
corridor, and their contracts should include incentives and fines for good 
or bad service. 

o The second corridor should integrate with Jakarta’s commuter rail line 
both physically and through the ticketing system.   Cycling as a feeder 
system should also be promoted and facilities provided.  

o Planning and contracting authority should be relocated from Dishub to 
TransJakarta itself.  Passenger revenues should be kept under 
TransJakarta’s control, and used eventually to fund the p lanning and 
management of the system.    

o TransJakarta employees and the employees of operating companies 
should have formal sector employment with proper benefits and 
protections.   
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II. ROUTE REGULATION AND TRANSIT SYSTEM PROFITABILITY:  
Integrating Trunk Systems with Feeder Services 

 
TransJakarta is currently one of the only ‘Trunk’ BRT systems in the world 

without a functioning feeder bus service.   Problems with the feeder buses are 
not unique to Jakarta.  Many cities with excellent BRT sys tems, like Bogota in 
Colombia and Leon in Mexico, have had troubles with their feeder systems.  
Designing functional feeder systems is mainly an issue of institutional structure 
and route regulation, and in Jakarta these issues have not yet been resolved.  
 

Most BRT systems are either ‘open’ systems with normal buses from 
different bus lines sharing a single busway, or they are ‘closed’ systems where 
special buses operate only inside the busway, and normal buses are not allowed 
inside.   TransJakarta, like Bogota and Curitiba, are ‘closed’ systems, where 
passengers pay when they enter an enclosed bus stop.  Once inside the bus 
stop, passengers can board and alight from the buses very fast, and can transfer 
to other buses that stop at the same bus stop without paying again.   The BRT 
systems with the highest capacity and operating speeds are all ‘closed’ systems, 
because this pre-paid boarding dramatically reduces the amount of time it takes 
for passengers to board. 

 
Because the systems are physically ‘closed,’ it is easy to change the 

contracting and regulatory structures inside that system without changing 
everything about how buses outside the system are regulated and managed.   

 
 
 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
However, virtually all ‘closed’ BRT systems have  normally been 

implemented at the same time as a reconfiguration of bus routes in the corridor 
from direct services to ‘trunk-and-feeder’ services.  Because the systems are 
closed, only a few passengers will be able to walk to and from the BRT trunk line 

Trunk and Feeder System 

Direct Service System 
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to get where they are going.  The other passengers are all going to have to 
transfer.  Because transferring usually takes time and costs money, most 
passengers will prefer a ‘single-seat’ trip where they do not have to transfer, even 
if it takes longer, particularly if it costs less.  For this reason, in order to ensure 
that closed BRT have high enough levels of passengers to cover their operating 
costs, most of them when they were built changed the existing bus route 
structure so that many of the old bus lines now serve as feeders with a free 
transfer at the bus terminal.    

 
  While a few ‘closed’ systems, like one end of the Eco-Via line in Quito, 

operate with reasonable cost recovery only on trunk lines without any functional 
feeder system, normally this is just a transitional stage.  It is quite normal, as was 
the case in Bogota, for the feeder systems to be introduced only after the system 
has been open for a while.   

 
Most of the cities that designed ‘closed’ BRT systems shifted to a trunk-

and-feeder bus route system at the same time.   Most of these cities, like Jakarta, 
had large volumes of buses in the busway corridor, many of them less than fully 
occupied.   Some of the efficiency gains to the BRT system came in fact not from 
the ‘closed’ busway but from the conversion to a trunk and feeder bus route 
system.  This transition makes it possible to move the same number of 
passengers in about one third the number of buses.  Not only is this more 
profitable, but it also reduces roadway congestion.  

 
The TransJakarta corridor has about 12,000 total demand per direction at 

peak hour.  The current design can handle only about 8000 passengers per 
direction per hour, but with some modifications of the buses and the stations 
should be able to handle all the transit trips in the corridor.  These measures 
were detailed in our ‘technical review’ from January.  

 
However, because TransJakarta is a fairly short system compared to 

many of the trips being made on the corridor, and because it has no functioning 
feeder system yet, it only has on average about 4000 passengers per direction at 
the peak hour, only about half of its capacity.  This compares unfavorably with 
TransMilenio, which has roughly 45,000 per hour per direction during the peak 
hour, and captures all the transit ridership in the corridor, clearing entirely the 
mixed traffic lanes of buses.     

 
Until the feeder system is in place, demand will be lower than it should be, 

profitability of the system will be compromised, and traffic congestion and air 
pollution in the corridor will continue to be a serious concern.   

 
TransJakarta is not unique in having troubles with its feeder systems.  

Virtually all BRT systems have trouble at first with their feeders.  The troubles are 
the natural result of competition between the old established private operators 
and the new system.  Private operators do not want to lose passengers to the 
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new system, so they prove to be unreliable as feeder services unless carefully 
regulated.   
 

 
II. 1.  Trunk and Feeder Services in Quito  
 
 In Quito, the BRT corridors crisscross in the Central Business District 
(CBD), a dense historical center protected by UNESCO.  Prior to the BRT 
system, the narrow two-lane roads that wind through Quito’s CBD were 
perpetually jammed, largely with buses.   The majority of these private buses 
were 35 years old.  They were the most visible source of air pollution and 
congestion.  

 
When Quito developed its BRT system, one of the main aims was to 

reduce the number of buses serving the CBD without compromising transit 
service.   Both of the existing lines are ‘closed’ systems, and both converted to 
trunk and feeder systems.  The first line used electric trolleybus technology, and 
has feeder buses on both ends.  Passengers from feeder buses transfer without 
charge at enclosed stations.   On the new Ecovia line, which used diesel buses, 
there are only feeder buses on one end of the line.   However, ridership is not 
significantly compromised because the corridor is long, and the city of Quito is 
tightly compressed in a single mountain valley.  

 
The Quito busway is single lane without a passing lane at station stops, 

but uses articulated buses.  It managed to move some 9000 passengers per hour 
on the first trolleybus line, and has managed to increase this to about 12,000 
passengers per hour per direction at the peak hours on the second, Ecovia line, 
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through modest design changes, like moving the station platforms to the center 
of the   Operating speeds are at a reasonable 20kph.   

 

 
When Quito opened its BRT system, the number of bus trips through the CBD fell 
dramatically.  While some of this benefit was the result of building the ‘closed’ 
BRT system, the majority of this benefit was the result of changing to a ‘trunk-
and-feeder’ system.  Much of this benefit could have been achieved even if the 
BRT system had not been build, so long as bus lines in the corridor were re-
oriented to a trunk and feeder system.   

 
In the case of Quito, on the first Trolebus line, the trunk lines are operated 

directly by UOST, the public-sector owned Trolebus company, and the feeder 
buses are contracted to private operators by the same company, UOST.   On the 
new Ecovia line, one private operator operates both the trunk line and the feeder 
buses serving that line.  In both cases, the same institution that controls the trunk 
lines also controls the contracting of feeder bus services.     

 
On the Trolebus line, originally, the private feeder bus contractors were 

paid by the kilometer.  The revenues were collected on the bus by an employee 
of the private contractor, but all the money was turned over to UOST, and the 
number of passengers was monitored by passenger counts at the transfer 
terminals.  This resulted in some feeder buses not stopping to pick up 
passengers, since they could travel more kilometers if they did not pick up 
passengers.  Now, the feeder buses are paid using a  formula based on both 
the kilometers operated and on the number of passengers.   

 
 
 

Quito’s Avenida 10 de Agosto, Before and After the BRT System was Implemented. 
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II.2. Trunk and Feeder Systems in Curitiba, Brazil 

 
Curitiba, like Quito, is a much smaller city than Jakarta, at around 1.5 

million.   The BRT system introduced there evolved over time into the current 
system.  Bus system reform in Curitiba began already in 1962.   At that time, 
there were 321 separate private, largely unregulated informal sector private bus 
companies.  In that year, the Mayor forced these companies to consolidate into 
10 separate collectives or companies.   At the same time, the city gave licenses 
to these new cooperatives to operate a particular section of the city, or ‘slice of 
the pizza’.  However, during the 1962 to 1974 period, there remained lots of 
collectivos and independent private operators.    

 
In 1974, the general concept of BRT was first developed under the 

leadership of Jaime Lerner.  This system was a combination of exclusive bus 
lanes, enclosed pre-paid boarding stations, and a shift from direct bus routing 
to a trunk and feeder system.  Route rationalization occurred at the same time 
as the construction of the BRT system.  Some bus lines were converted into 
feeder buses.  However, there was initially no system of free transfers, so people 
had to pay twice.   

 
Because both the trunk lines and feeder buses were owned by the same 

bus consortium, there was little problem integrating the feeder lines with the trunk 
lines.  The problem was creating free transfers between one trunk line and 
another trunk line, because these were operated by different companies.  This 
need to share revenues between trunk lines (explained later) led to the creation 
of the transit authority URBS. 

 
II. 3. Trunk and Feeder Services In Bogota 
 
 Bogota, a city of about 8 million, is slightly smaller than Jakarta.  The first 
TransMilenio corridor followed the very high-density corridor along the 
mountains, passing through the CBD.  Like in Jakarta, it was from its inception 
designed as a ‘closed’ system, or as a ‘surface metro’, with enclosed stations, 
special vehicles, etc.  
 
 Prior to TransMilenio, Bogota’s 
bus system was entirely in the hands 
of small private bus operators offering 
direct services.  While in the 1970s 
there was a public transit operator, in 
the 1980s this system collapsed.  All 
of the public sector buses were sold 
off.  A few powerful families bought up 
a lot of the buses.  These powerful 
families then became informal 

Preliminary TransMilenio Trunk Lines and Feeder 
Areas Identified by Steer Davies Gleave  
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regulators of route access, and around them formed bus operators associations.  
The City Department of Transportation recognized the regulatory role played by 
these associations and began issuing the route licenses to the Associations 
rather than directly to bus owners.  These associations then distributed the 
licenses among their members.  Fares were regulated based on negotiations 
held every year or two between the Municipality and the Associations based on 
such factors as fuel price increases.   
 

The Associations were then supposed to make sure both that their 
members followed agreed upon bus  routes and that no other buses operated on 
those routes.  They did not expect the Associations to regulate the schedules, 
however.  Over time, the Associations proved to be ineffective regulators, as 
buses did not always follow agreed upon routes, and illegal bus operators also 
began to proliferate on the same corridor.   

 
In Bogota, one busway existed already since the 1980s, more than a 

decade before the construction of TransMilenio.  On this major arterial, Avenida 
Caracas, the municipality built an ‘open’ busway.  It had two full bus lanes in 
each direction along the entire corridor.  This busway used normal buses and 
was designed in the absence of any bus route rationalization.  It had two full 
lanes in each direction, and the design allowed buses to pass each other at 
station stops.  The Avenida Caracas bus lane was effective in that it moved over 
30,000 public transit passengers per hour per direction, but because so many of 
the buses were operating less than full, the bus corridor had a capacity to move 
over 45,000.   However, with so many buses congesting the corridor, this 
capacity was achieved at very low operating speeds, under 10kph.  This corridor 
was basically considered ‘blighted’ by the public because of severe air pollution 
and noise, and transit passengers faced very slow trips.    

 
In 2000, just before TransMilenio opened, there were some 22,000 

registered buses and minibuses operating in Bogota, though the actual figure 
was probably closer to 30,000 – 35,000.   Because of the breakdown of 
regulation, many bus corridors were overcrowded with buses, many of them only 
partially occupied.  The roads in Bogota were congested with buses, which 
consumed more than two full mixed traffic lanes.   
 
 When TransMilenio was 
introduced, then, a main objective of the 
system’s planners was to rationalize bus 
routes in the corridor so that the number 
of buses in the corridor could be reduced.  
Therefore, when this corridor was 
reconstructed, it was reconstructed as a 
‘closed’ busway with a complete shift 
of the bus routes to a trunk and feeder 
system.   

Bogota’s Avenida Caracas, Prior to the 
Construction of TransMilenio. 
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 The trunk and feeder system in the first phase of TransMilenio, consisting 
of three corridors, allowed the number of buses operating in the corridor to be 
reduced dramatically, from 650 buses/hour /direction on heaviest link, down to 
about 270.  Because the buses were much larger, however, the system’s total 
capacity was only reduced by about 5,000 passengers per direction per hour.  
Thus, the operating speeds increased from under 10kph to around 26kph.   
 
 It is important to understand that ALL of the bus routes on the 
TransMilenio corridors were relocated onto other, parallel corridors.  They 
were relocated during the construction phase (when they had to be re-routed 
anyway), and they were simply not allowed to return.   
 
 Because the transition to a trunk and feeder system was done at the same 
time as the construction of BRT, the provision of two special lanes for buses 
did not in fact decrease operating speeds for mixed traffic in the remaining 
lanes, but actually significantly increased them even on Ave. Caracas 
where no new road capacity was added.  This significantly contributed to the 
positive reception of TransMilenio as a win-win solution even for motorists.  It did, 
however, push the 
remaining private 
bus operators onto 
parallel corridors, 
which became 
much more 
congested than 
they had been 
before.  
Nevertheless, the 
overall impact on 
traffic congestion 
was positive for both bus passengers AND private motorists.  
 
 When TransMilenio initially opened, the feeder buses were not in 
place, and ridership suffered.  The feeder buses had to be brought directly 
under the control of TransMilenio because the private bus operators were 
unwilling to voluntary give up ridership to the new BRT system.  Private 
operators actually refused to stop at the TransMilenio stations.  Today, 48.3% of 
TransMilenio trips begin or end with a trip on a feeder bus.    
 

For this reason, all the contracts for TransMilenio feeder buses had 
to be brought fully under TransMilenio’s control.  Feeder bus passengers 
pay nothing to enter a feeder bus, and only pay once they reach the TransMilenio 
station, so there is no charge for the transfer.   In the new contract with 
TransMilenio, feeder buses are paid using a formula based on passenger 
ridership and kilometers, and they are not allowed to collect the revenues 

TransMilenio’s Green Feeder Buses and Re d Trunk Lines 
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directly.  In this way, TransMilenio fully controls their operation and can assure 
that they come to the TransMilenio transfer stations and follow routes and 
schedules.  
 
 Now, the system is operating with ridership levels over 45,000 per 
direction per hour, at operating speeds around 25kph.  As such, Bogota is 
currently the state of the art in BRT technology.   
 
 
II.6. Recommendations for TransJakarta 
 

Because the TransJakarta BRT corridor constitutes less than half of the 
total trip length for less than half of the total transit passengers using the corridor, 
the corridor is too short to function well without a system of free or discounted 
feeders.   Many people continue to ride in their normal buses operating in the 
mixed traffic lanes because they don’t want to have to transfer and pay again. 

 
 
TransJakarta is well aware that it needs to get a feeder system working, 

but getting the feeder system working is still not a priority for Dishub, which is still 
very much in control of the contracting decisions.  Currently, the institutional 
structure that was put together is not working.   Dishub simply identified some 
thirty existing private bus lines as feeder bus lines with 383 buses, including 142 
AC buses.  These buses were given decals to put on their windshield indicating 
that they are TransJakarta feeder buses.   Special paper tickets were designed 
and issued by TransJakarta.    

 
The system was supposed to work as follows.  You were supposed to be 

able to buy a combined TransJakarta/feeder bus ticket at TransJakarta stations 
and on the feeder buses.  The private bus companies were to simply submit the 
ticket stubs to TransJakarta and be paid for them at an agreed upon rate.   The 
fare of the feeder ticket was for an integrated fare between the feeder and trunk 
line. There are two types of integrated fare: Rp. 3800, for AC feeder bus, and Rp. 
2900 for non AC bus. The Jakarta Government agreed to subsidize the feeder 
ticket for non-AC bus by Rp.1000/ticket, and for AC bus by Rp. 2000. 
 

This system never worked.  TransJakarta first refused to give any tickets 
to the bus companies, because they realized that the private bus companies 
could simply tear the tickets and submit them for payment without them ever 
having been used.  (How exactly was this supposed to work, how is it working 
now, and how will it work in the future.) 

 
Then, the feeder bus operators refused to honor tickets sold at the 

TransJakarta stations.  This is still true.   While the bus companies that owned 
the feeder buses agreed with the scheme, the bus drivers, who simply lease the 
buses for a day and then collect the bus fares directly, did not trust that they 
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would ever be compensated by TransJakarta.  So they refused to honor 
passengers with TransJakarta tickets.  These lines were actually on 
perpendicular routes that cross the busway rather than on lines in parallel to the 
busway, so the problem was less one of competition for passengers than of the 
institutional agreements between the feeders and TransJakarta.    

 
Since the ticketing system on the entire busway is still not working, the 

possibility still exists that some sort of smart card ticketing system could be 
introduced that would work for both the feeders and the new trunk lines.   
TransJakarta has some preliminary plans for this.  (can you get us details on 
what taufik is thinking so that we can review and if appropriate support this 
proposal in our briefing papers for Alfred during meeting w/ governor?) 
 

Demand on TransJakarta has also been depressed by the fact that only 
seven bus lines running in the corridor were cut, and of these lines only the three 
PPD lines were actually cut, and no bus lines were re-routed to function as 
feeders.  

 
There are two solutions , both of which should be implemented:  lengthen 

the corridor (to Lebak Bulus, for example), and re-route the existing bus lines in 
the corridor into a functioning trunk-and-feeder system using the TransJakarta 
busway as the trunk line.   Lengthening the line to Lebak Bulus will substantially 
increase demand on the TransJakarta corridor, but it will still not benefit many 
passengers who are entering the TransJakarta corridor from other points.  As 
such, even if the busway is extended, feeders will still be necessary.  

 
This would be much easier if the trunk and feeder buses were physically 

integrated in closed terminals that allow for free transfers.  This in turn also 
requires that the trunk and feeder systems be controlled by the same institution.  
In Curitiba, Quito, and Bogota, free transfer from feeder buses to trunk lines is 
made possible by physical integration (the bus terminal is built to allow smooth 
transfer for passengers) and by route regulation controlled by a single corporate 
entity: TransMilenio, in the case of Bogota, Urbis in the case of Curitiba, and the 
electric trolleybus company in the case of Quito.   Therefore, feeder bus 
operators need to be contracted out by TransJakarta, and paid by a 
combination of per kilometer and per passenger, rather than by using the 
existing system.  

 
Even in cities with state of the art BRT systems, these systems are poorly 

integrated with private bus and collectivo operators, and competition between 
these two systems is fierce.  Private bus operators and often minibus operators 
in Bogota refuse to stop at the TransMilenio stations precisely because they do 
not want to lose the more profitable long-haul routes.  For this reason, the feeder 
bus system do not emerge naturally as a private sector venture, and 
demand on the trunk lines can only be assured by direct contracting of 
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feeder buses and by regulatory controls against private bus operators on 
the BRT corridors.   
 

TransJakarta’s corridor has about 12,000 total public transit passenger 
trips per direction per hour.  As such, Jakarta was wise to go with a ‘closed’ BRT 
system.  However, the corridor is too short to provide a high quality direct bus 
service for very many people.  As a result, only about 4000 – 5000 of the daily 
transit passengers are using the TransJakarta busway.  While the current system 
as designed can only handle about 8000 passenger trips per direction per hour 
while maintaining reasonable commercial speeds, it is currently carrying on 
average only about 4000 – 5000 passengers per direction at the peak hour.  As 
such, there is additional capacity available of 3000 to 4000 passengers per 
direction per hour that is not being utilized.  These trips are being captured by 
buses in the mixed traffic lanes that are contributing to the congestion in those 
lanes, and undermining TransJakarta’s profitability. 
 
 Demand on TransJakarta will increase with the completion of the second 
BRT corridor to the East and West, already being planned, and this will help 
considerably, perhaps even filling the existing  capacity and covering 
TransJakarta’s operating costs in full.  However, it will not resolve the other 
related issues of reducing traffic in the mixed traffic lanes, or increasing 
TransJakarta’s profitability to the point where bus investment and maintenance 
could also be covered out of the bus fares.  Hence, expanding TransJakarta’s 
existing capacity should also begin at once, while fixing the problems with the 
feeder buses. 
 

TransJakarta has been giving time to feeder operators to deal with their 
drivers, since the demand on the trunk routes has been higher than projected.  
TransJakarta has said that if, in 6 months the feeder operating companies have 
not resolved the problems, TransJakarta will introduce smart card for the feeders.   

 
Ultimately, unless the feeders are also paid entirely under contract from 

TransJakarta, they will never really function as feeders, and their interests of 
carrying passengers for as long as possible, and TransJakarta’s interests of 
feeding as many passengers as possible onto the busway, will never be 
resolved.  

 
Because this has not been done, the Department of Public works has 

threatened to widen roads in the corridor to increase mixed traffic flow, or at least 
to add lanes.  This measure would not be necessary if the bus route system were 
changed accordingly and if the intersection designs were changed according to 
the recommendations from ITDP.  (See technical report by Pedro Szasz) 
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III. BRT AND SHIFTING TRANSIT’S FINANCIAL BURDEN FROM THE STATE 
TO THE PRIVATE SECTOR 
 
 Currently, TransJakarta is being subsidized in several ways.  First, 
TransJakarta itself as an institution has to be paid for from the DKI Jakarta 
budget.  Secondly, DKI Jakarta is paying directly for the bus procurement.  Third, 
DKI Jakarta is also paying for the procurement of the ticketing system.  Fourth, 
PPD, the public bus operator, continues to be subsidized.  (how much does PPD 
receive annually?)  Finally, though too soon to tell, TransJakarta may end up 
subsidizing bus operations by PT JET.   
 
In the best BRT systems, none of these costs would be paid for with 
taxpayers money, all would be paid for by private investment and the 
passenger revenues.   
 

Many cities around the world are trying to reduce the fiscal burden of 
transit systems while attracting new private investment into the system and 
maintaining good quality customer service.  Achieving all three of these 
objectives is not easy.  The public’s financial burden can be reduced by full 
deregulation and privatization, but this could just as easily lead to disinvestments 
as investment, and in the absence of safeguards is almost certain to result in a 
deterioration of customer service.  Ultimately, in any system there will be a 
tension between public interests and private interests.  The ability of the public 
sector to negotiate a good deal for the public requires it to have access to 
very complete system information, a skilled staff, and sound advice .  The 
more information the public sector has before the contracting begins, the better 
chance that the contracting will support the public interest.   
 

In the developing world, success stories when it comes to direct public 
operation of bus systems are limited.  Sometimes perfectly legitimate social 
objectives, such as maintaining low bus fares, simultaneously lead to a 
dependence on government support which overtime breeds corruption and 
mismanagement.   While these problems can often be controlled in cases where 
government authorities are highly transparent, and ‘good government’ watchdog 
groups are strong, this is far from being the case in Jakarta. 
 

As a result, PPD’s fleet has failed to modernize, private investment into 
the system has been unimpressive, and the taxpayers in some cities are 
shouldering an ever- increasing burden of the operating deficits, estimated to be 
some (???) million annually in Jakarta. 

 
Evidence from both developed and developing countries of the impact of 

full privatization and deregulation in the absence of BRT is not that encouraging.  
First, service at non-peak hours and on lower demand corridors tends to 
deteriorate.  Secondly, the final collapse of a public transit system often also 
leads to the phasing out of larger buses all together, which leads to a retreat from 
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the efficiencies possible from using larger vehicles, and hence more road 
congestion.  Third, pedestrian fatalities tend to escalate, as unregulated 
competition for passengers tends to lead to dangerous roadside conditions for 
waiting passengers.  Fourth, with no regulation at all, unfettered competition 
tends to undermine the profit margin for operators, who then lack the funds to 
invest in modern buses.  For this reason, and for lack of effective road-
worthiness and emissions standards, the vehicles themselves tend to deteriorate 
in terms of safety and emissions.  Finally, the cost savings from privatization are 
sometimes primarily at the expense of basic benefits for the employees, or from 
forcing the operators to work split-shifts (the morning and evening peak). 

 
BRT in Latin America has demonstrated a successful new paradigm 

of public sector regulation and private sector operation, combining the 
efficiency benefits of private sector management with social goals.  But as 
the following discussion shows, the conditions under which these goals can be 
achieved are highly specific.  

 
In most Latin American BRT , while the infrastructure and stations are paid 

for and maintained by the municipality with public funds, the investment into the 
buses and their ongoing maintenance, the investment in and maintenance of the 
ticketing systems, and other elements of BRT , are paid for entirely by the private 
bus operators out of ticket revenues.   In this way, the public sector is insulated 
from the financial burden.   

 
However, there are better and worse ways of leveraging this private 

investment.  In some Latin American systems, the public interest was clearly 
compromised in the effort to secure private sector investment.  In others, the 
public interest was well protected through innovative contracting methods.   
 

The contracting system developed in Bogota’s TransMilenio BRT is a 
best practice example of how contracting out of bus operations can be 
used to minimize the public sector financial burden of transit services, 
while maximizing the responsiveness of bus operators to consumer needs.  
The contracting system designed in Bogota was based on a careful 
evaluation of the problems observed in the contractual relationships in the 
Curitiba, Quito, and other Latin American systems.  The remaining chapters 
cover this experience.   
   
 
 
III. 1. Private Contracting of BRT Within City Zones: Curitiba 
 

Curitiba’s BRT system is still one of the best regulated bus systems in the 
world.  Its contracting structure is very similar to that of TransMilenio, though 
TransMilenio made a few important improvements.   
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In Curitiba, the bus reform process began in 1962.  Then, there were 321 
separate private, informal sector bus companies.  That year, the Mayor forced 
them to consolidate into 10 separate collectives or companies that would operate 
as formal sector companies.   During this controversial restructuring, the city 
gave licenses to these new consortiums of private operators to operate a 
particular section of the city, or a ‘slice of the pizza’.  For lines that passed 
between two regions, operations were split between the two operating 
companies.  These buses enjoyed a partial monopoly of full size bus operations 
in a particular part of the city, but until 1974 there remained many collectivos and 
independent private operators.   

 
Then, in 1974, Mayor Jaime Lerner constructed the famous busway 

system, the world’s first BRT , or what is known in Brazil as ‘canales’.  At the 
same time that these ‘canales’ were built, the routes in that corridor were 
reconfigured into a trunk and feeder system, and competing collectivos and other 
private operators were removed from the streets.  However, when new BRT 
corridor was constructed, there was no new competitive bid, and the same 
company that operated the old lines in that part of the city was given automatic 
control over both the new trunk and the new feeder lines.  This had the 
advantage of smoothing the transition process politically, and ensuring 
coordination between trunk and feeder lines, but it also compromised the ability 
of the municipality to control the private operators in the case of poor 
performance.  

 
When first constructed, the Municipality of Curitiba paid for the entirety of 

the infrastructure for the BRT system out of municipal resources, and it continues 
to maintain the roads with municipal funds.   In 1977, the IBRD (World Bank) 
gave a loan for expanding the system, and in 1990 they got another loan from 
the Inter-American Development Bank. However, all of the funds for bus 
procurement in Curitiba came from the private bus operators, not from the city.   
Mayor Jaime Lerner was involved in the negotiations with Daimler and Volvo in 
Brazil and in the US when the technical specifications were being developed, but 
the procurement did not come from the city.   Station maintenance was also the 
responsibility of the bus operator, and was covered by farebox revenue.   

 
Nor did the municipality provide loan guarantees to the private operators 

in the early years.  Only in 1989 did the city arranged for a special line of credit 
for the bus companies from the state development bank, (BNDES) to buy the 
buses.  This was in part to help finance buses with higher emission standards.  
Buses are amortized over 10 years, and BNDES loans are paid back in 8 years.  
Before, normal bank loans required the loan be repaid in 48 months.   

 
Because these local bus companies had a monopoly over a certain 

section of the city, and controlled the concession for an unlimited period of time, 
their routes were very profitable, so it was possible for them to invest in modern 
buses.    
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Until 1979, in Curitiba, the fares were collected directly by the private 

operating companies controlling a particular part of the city.  Because the 
operating companies controlled the fare collection directly, passengers had to 
pay twice whenever they needed to transfer from one zone to another.   From 
1974 to 1979, many people complained that they now had to pay twice for the 
same trip, when before the shift to a trunk and feeder system they only had to 
pay once.   

 
To overcome this problem, in 1979 they integrated the stations so there 

was a single unified fare with free transfers.  From 1979 to 1987, the private 
operators still collected the money from their passengers directly, but the 
passengers were allowed to transfer to other lines anyway.  Because there were 
inevitably some lines that benefited more than others as a result of the free 
transfers, the bus companies and the Municipality agreed in 1979 to set up a 
compensation fund to compensate the losers.  URBIS, which gradually turned 
into the transit regulatory authority, was initially created to manage this 
compensation fund.   

 
Then, in 1987, URBIS took over direct collection of the fares.  It was only 

at this point that contracts with the operating companies were renegotiated with 
the private operating companies and URBIS established the payment per bus 
kilometer system, monitored by URBIS by simply looking at the odometers.   

 
Shifting to direct collection of the bus fare by URBIS was a way of allowing 

the public sector to know the exact level of revenues and ridership.  Because the 
private operators in Curitiba function as de facto monopolies over large parts of 
the system, with long-term lease rights to operate these lines, negotiations over 
the fare have been controversial.  Unlike in Bogota, Curitiba never had any 
detailed traffic modeling information to give them a way to predict 
passenger demand on different routes.  This work is only now being done.  As 
a result, they had to take the word of the private bus operators about their 
operating costs and operating revenues.  Many experts feel this compromised 
the ability of Urbis to negotiate a fair deal for the public.  Transit fares in 
Curitiba are now at $0.55 per trip, compared to TransMilenio’s $0.40 and 
Quito’s $0.25.  Operators claim with some justification that the high fare is 
because Curitiba requires the operating companies to operate bi-articulated 
Euro-III compliant buses, which cost about $250,000.    

 
Having the public sector collect the fare revenues, however, also created 

some risk that the trust fund would be raided by politicians for purposes other 
than maintaining and improving the BRT system, which has happened on 
occasion.   Curitiba is now considering contracting out the fare collection system 
to an independent operator, to better insulate farebox revenues from being 
raided for political purposes.   Furthermore, because the unlimited concession 
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periods are being legally challenged as a violation of federal competitive bidding 
law, this is also being reviewed.  

 
Because of motorization, decentralization of the city, and fare increases, 

Curitiba’s long-heralded BRT system started to significantly lose mode share 
starting in the 1990s.  Bus mode share in Curitiba was stable at about 72% of 
total trips from 1974 into the 1980s, but has since fallen to 54% of total trips in 
2002, while car trips have increased from 21% to 30%.  Transit’s mode share is 
still extraordinarily high, given that Curitiba is one of the wealthiest and most 
motorized cities in Brazil, at 502 vehicles per 1000 population, higher than many 
European cities.  No doubt the loss of ridership due to fare increases would have 
been even higher had it not been for the fact that Brazil has a system of transit 
passenger subsidies called ValeTransport, where formal sector employers must 
pay 6% of the transport costs of their employees.    

 
 
III. 2. Failed Privatization of BRT Lines: Quito’s Electric Trolleybus 
 

In Quito, during the construction of their first BRT line, the Municipality of 
Quito decided that they wanted to go with low noise and zero local-emission 
electric trolley buses (ETBs), mainly because the busway passes through the 
narrow streets of the historical center, and air pollution and noise filters directly 
into surrounding residential buildings.  Air pollution was also exacerbated by 
Quito’s high altitude.   All of these were considerations in the ultimate selection of 
ETB technology.  

 
When the ETB BRT system was first installed, the capital costs of putting 

in the electric conduits was much higher than for diesel, and the cost of ETBs 
was also much higher than for standard diesel buses.  As such, the municipality 
was unable to attract sufficient private investment to cover the cost of the bus 
procurement, and had to procure the ETBs directly.  The ETB company was thus 
initially established as a publicly owned company, with the idea that the public 
investment would be recouped when, once the system was up and running and 
demonstrating clear operating profits, it could be privatized.    There were the 
usual rumors, typical with any public procurement, that money changed hands 
under the table.   

 
Quito set up a competitive bid for the procurement of ETBs.  In this case, 

there were bids from Spain, Russia, and one other.  The criteria in this case were 
cost, (which was heavily influenced by the availability of low interest financing), 
and the willingness of the manufacturer to provide ongoing maintenance 
services.  Ultimately, while the Spanish bid was higher than the Russian bid, the 
municipality was uncomfortable with the Russian bidder’s ability to provide 
reliable ongoing service for the vehicles.  Furthermore, the Spanish government’s 
export-import bank provided low interest loans, which made the vehicle cost plus 
financing competitive with the Russian offer.   
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After the system opened, however, hopes that the system could be 

privatized were dashed when electricity prices were deregulated, and the 
system’s operating costs skyrocketed.  

 
Quito’s Trolebus line, managed by the public company UOST, does 

contract out feeder bus operations.  The feeder buses have very short term 
contracts (one year).  As such, they can be replaced if they provide bad service 
fairly quickly and easily.  However, due to the short term of the contract, the level 
of investment into modern buses demanded was minimal.  

 
As such, the Quito ETB BRT system continues to operate as a public 

sector company owned by the municipality.  Thus, the Municipality ended up 
picking up the entire cost of the EBT rolling stock.  Station maintenance and that 
of the infrastructure has not been as good as in Bogota or Curitiba. When they 
began to develop the second line, therefore, they opted for diesel bus 
technology. 

 
 

III. 3. Private Contracting to a Monopolistic Consortium of Bus Operators: 
Quito’s Ecovia Line, and Leon, Mexico. 
 

When Quito began to construct a second line, the financial problems with 
the first line convinced them to go with clean diesel technology for the second, 
Ecovia line.  In the second corridor, all the small companies that operated on that 
corridor were formed into a consortium called TRANASOC.  This consortium was 
“given” the concession.   

 
There was only recently an agreement for the consortium to begin making 

payments for the buses, but these payments are dependent on certain profit 
guarantees.  If demand is lower than expected, which is currently the case, the 
operators make lower payments.  This creates partially undermines their 
incentive to attract passengers.  

 
Ultimately, the municipality again had to assume the responsibility for bus 

procurement, but the consortium has been able to operate without subsidies.  
The operators are collecting the fares, which has created huge problems of 
underreporting ticket sales, especially since ridership is tied to vehicle payments.  
The current Mayor is talking about GPS control and better fare supervision. 
 

In the third line in Quito, the Central North line, the management structure 
will be again somewhat different.  While there will probably be a single private 
concessionaire operating both the trunk and feeder system, there will be a 
separate company contracted to collect the fares.  
 



 Institutional Recommendations for Delhi’s BRT , p. 29 

 The new BRT that opened last year in Leon, Mexico, is also a trunk and 
feeder system.  Leon succeeded in getting the private operators to invest in the 
buses and their ongoing maintenance; however, with significant sacrifice of 
customer service.  Early on in the BRT negotiating process, Leon’s private bus 
operators formed themselves into a monopoly consortium, called the 
Coordinadora de Transporte, which undermined the bargaining power of the city.   
This single consortium at first resisted the whole BRT program.  Ultimately, this 
consortium holds a monopoly over operations in the entire system, and there is 
no time limit on this concession.   

 
Based on initial demand studies done by the municipality, the consortium 

was able to secure bank financing to procure modern buses.  They created a 
trust fund, into which they invested 20% of the bus procurement costs, and 
private bank loans provided the remaining 80% of the bus procurement cost.  
The buses, articulated buses like on TransMilenio, cost some $225,000 each.  
On the trunk lines, the Coordinadora de Transporte consortium also owns and 
operates the feeder buses as well as other buses in the system, but the 
operators of feeder buses and the operators of trunk lines are paid differently.  
Even though the system has an integrated ticketing system and a single fare, 
fares collected by the feeder buses is kept by the feeder bus operators.  Feeders 
income is hence based on the number of passengers.  Fares collected on the 
trunk line go into the Coordinadora de Transporte Fund.  The Coordinadora de 
Transporte collects the money directly, and pays themselves for the bus 
operations, supposedly based on bus kilometers operated, but in fact the 
payment method to bus operators is not transparent.  
 
 The system has several problems.  On the positive side, the buses were 
procured by the private sector without government investment.  On the negative 
side, customers are complaining about the quality of service.  The buses are very 
congested during the peak hours, as the bus operators are trying to maximize 
their profits per passenger by jamming more people onto the buses.  Secondly, 
home-bound afternoon feeder bus services are very poor.  Because the feeder 
bus operators are only paid for the in-bound trip, and not for the outbound trip, 
the feeder bus operators are cutting back on service in the afternoon.  The City is 
trying to fix the problem by creating a compensating fund.  The only influence 
that the City and the State have over the regulation of the system is through a 
Technical Committee of the Coordinadora de Transporte.  The Coordinadora de 
Transporte also paid very high prices for European manufactured Volvo chassis 
bought from Brazilian assemblers.   

 
 
III.4.  Private Concessionaires and Private Infrastructure Maintenance: Sao 
Paulo’s State ETB BRT Lines 
 

The State of Sao Paulo’s open busway regulated by EMTU, a state 
agency, is the only BRT system in Sao Paulo that consistently receives public 
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approval ratings of over 80%.   This BRT was originally designed to be only open 
to Electric Trolleybus (ETB), but it has always had a mix of both ETB and diesel 
vehicles.  There are 10 lines operated in the corridor but they are all operated by 
one concession company which has a concession for 45 years.  Sao Paulo’s 
concession system is similar to that of Curitiba, where large bus companies 
control different parts of the city.   
 

The use of diesel buses in the corridor was originally intended to be a 
temporary measure.  Under the contract with EMTU the private bus operators 
were gradually supposed to modernize their fleet to ETB.  However, the state 
power company did a poor job of maintaining the power conduits, and power 
failures were a regular occurrence.   As a result of this, and increasing power 
prices due to deregulation, the bus companies refused to procure new ETBs and 
decided to stick with diesel.  
 

Unique in BRT  systems, in exchange for the exclusive right to operate in 
the busway, and the very long terms of the concession contract, the private 
operators also have to finance the maintenance of not only the stations but also 
the roadbed.  The company always maintained the stations, but they used to pay 
15% of their revenues to EMTU to cover the roadway infrastructure maintenance 
costs.   However, EMTU was doing a poor job maintaining the roadway, which 
was damaging their vehicles.  When the contract was re-negotiated, the private 
operators and EMTU agreed to end the 15% payment in exchange for the private 
operators maintaining the roadway.  The trolleybus operators also wanted to take 
control of the maintenance of the electric conduit wires in exchange for 
concessions, but this has yet to be agreed upon.  
 

Because the bus companies own the buses, they have a strong incentive 
to maintain the infrastructure, and infrastructure maintenance in this corridor has 
been good.  Thus, there is an argument for giving bus operators more direct 
control of maintenance in the corridor under certain circumstances.  In other 
words, infrastructure maintenance by the private operator is probably possible if 
the concession terms are long enough, the corridor profitable enough, and may 
be particularly desirable in the case of ETB.  However, the municipality loses 
leverage over the private company with such long term, monopolistic concession 
contracts.  

 
  

III.5. Private Contracting While Maintaining Customer Service: Bogota’s 
TransMilenio 
 

The contracting in Bogota’s BRT is currently a best practice example of 
balancing the desire for private investment and good management with a desire 
to maintain good quality customer service.   
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Unlike in some 

Indian cities, reducing 
the public sector’s 
debt burden to public 
transit was not really 
the issue.  The 
system was already 
fully privatized and 
there was no public 
subsidy.  Bogota had 
a public bus authority 
starting in 1954, 
which superceded 
the collapse of a tram 
system that was 
operated by a US 
concessionaire.  This 
bus authority took 
over the old tram 
routes, and it 
controlled about 1/3 
of the transit 
passengers.  It was 
mismanaged and lost 
passengers 
continually until 1991 
when it finally 
collapsed.  Thus, 
Bogota’s bus system 
was already fully 
privatized.   

 
Bogota had also not gone through the process of organizing the numerous 

small private bus operators into a small number of modern bus companies 
through a more formalized concessioning process that occurred in Curitiba in the 
early 1960s.  When TransMilenio began, therefore, the several steps towards a 
modern, efficient, regulated transit system that evolved over many years in 
Curitiba were all done at once in Bogota.  These efforts were mainly focused 
on regaining public influence over a dysfunctional, weakly regulated 
private system.  
 

Like in Jakarta, the private buses were in poor condition, very polluting, 
unsafe, and unpopular, owned by numerous small individuals rather than by 
modern bus companies.   The incentive for the BRT reforms was not only to 
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induce private investment into modernizing the bus system but also to regulate 
the bus system. 

 
 Public funds for TransMilenio were only used for planning and 
infrastructure.  All of the funds for constructing the exclusive bus lanes, the 
enclosed bus stations, the terminals, the control center and part of its GPS, and 
the sidewalks and bicycle paths in the same corridor, were paid for by public 
funds, at a cost of about US$5.3 million per kilometer, not including the cost of 
land acquisition.  This infrastructure cost about $196 million in Phase I.  In Phase 
II, the cost was $13.5 million per kilometer, though this figure includes the cost of 
several expensive bridges and interchanges that are also used by mixed traffic.  
The breakdown for Phase I costs can be seen in the table above. 
 

Far from being a simple parking area, the bus terminals are also 
maintenance, repair, and cleaning yards.  The bus operators are responsible for 
operating the maintenance and cleaning yards.  
 

A significant amount of money came from the privatization of the city’s 
electric power company, some came from a new earmarked municipal gasoline 
tax, some came from new municipal revenues, and some came from diverting 
funds previously earmarked for a major ring road.     
 
 Like in Curitiba and Leon, but unlike in Quito and Jakarta, Bogota did not 
spend any money on bus procurement.  Nor did it provide any municipal bank 
guarantees. Today, all of TransMilenio’s operating costs are covered by the 
system.  
 

This long-term economic and financial sustainability beyond the 
initial capital investment resulted because it was the primary goal of the 
planning process from inception to implementation.  At every stage in the 
planning and design process, decisions were made with the aim of ensuring long 
term financial self- sufficiency, so that the majority of TransMillenio’s operations 
could be contracted out to private investors, and to minimize the amount of 
money the government needed to invest in rolling stock.  At the same time, 
however, enormous care was given to ensuring that this did not 
simultaneously undermine the ability of the municipality to demand good 
quality service and reasonable fares.   

 
 Knowing that the system had to be financially self-sufficient, it was 
accepted from the outset that the introduction of TransMilenio would require a 
fundamental transformation in the existing route licensing system for 
private operators.   Unlike in Curitiba, where private bus consortiums were 
given concessions over areas historically under their control, Bogota wanted 
more control over the contracting process.  
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Unlike in Curitiba, where the private bus companies held control over most 
of the bus system information, in Bogota TransMilenio invested about $1 
million in traffic demand modeling and planning.  Steer Davies Gleave and 
their team of Brazilian sub-contractors, developed public transit trip demand 
estimates for the three initial corridors.  This was a critical element in maintaining 
public sector control over the contracting process with the private operators.  

 
The decision to convert to a full ‘trunk and feeder’ system at the same time 

as implementing Bogota’s BRT system was largely motivated by a desire to 
maximize the profitability of the corridor.  This also meant that bus size and bus 
occupancy could be maximized, achieving the maximum reduction in transit 
service cost per passenger kilometer.   Finally, because more passengers were 
concentrated onto fewer buses, the number of buses in the corridor could be 
dropped substantially.   
 
 Once this decision was made, traffic modelers were able to predict with 
reasonable accuracy the number of passengers that the system was likely to 
carry.  They essentially took the existing public transit trips in the corridor and 
added 25% for future growth.  These demand estimates were critical in two 
ways.  First, they made it possible for the engineers to design a system that 
would have sufficient capacity to handle the projected demand.   In this way, 
the engineers could avoid under-building the system and having it congest, or 
overbuilding the system and wasting resources on underutilized capacity.  
Secondly, the demand estimates were critical to negotiating with the private 
bus operators and securing private financing for the buses.   
 

The technical specification for the bus was developed in dialog with 
international bus manufacturers as well as with the system’s engineers.   The 
final technical specification was based on meeting the systems’s needs, ensuring 
Euro II compliant vehicles, and finally ensuring that there would be more than 
one bus supplier so that at least some competition would be available 
among suppliers.  Armed with this projected revenue information, and having 
already set the technical specification for the bus, TransMilenio, aided by 
McKinsey, then got quotes on the buses price.    

 
One of McKinsey’s main roles in TransMilenio was to take the demand 

data, the estimated bus price, and the projected revenue, and from this 
determine at what price the fare needed to be set in order for the system to break 
even financially while providing a reasonable rate of return to the private 
operators.  Furthermore, McKinsey developed a formula by which they were able 
to determine how the fare revenue needed to be divided  
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between the trunk line operating companies, the feeder line operating 
companies, the ticketing company, and TransMilenio itself.  The contracts with 
the various operating companies were structured on this basis.   

 
The estimation of the technical fare, which reflects the costs of operating 

the system plus a reasonable rate of return for the private operators, was done 
before the bid was open for the operators.  In the tender documents, the 
operating companies were asked to offer the bus service at a price per bus 
kilometer.  The four winning bids came within a certain range, and the final 
technical fare was established within this range through negotiation.   
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Because this final technical fare was established in part based on 
independent cost and revenue projections by experts, and then adjusted based 
on negotiations with the contracting parties, the transaction costs of further 
adjusting this fare are extremely high, as the whole negotiation process has to be 
gone through again.   The formula for the calculation of the technical fare itself 
has only been changed once since the system opened in 2000.   
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C OPER1 X 0,0498 + C OPER2 X 0,0417 + C OPER3 X 0,0376 + COPER4 X 0,0671 + 0,371 C Feeder + C Fare Collection
T Technical =

(  1  - C FIDUCIA - CGESTORA)

120Veh x 247Km/día

590.000 passengers

100Veh x 247Km/día

590.000 passengers

90Veh x 247Km/día

590.000 passengers

160Veh x 247Km/día

590.000 passengers
37,1% de 

feeder
passengers

Where:

• C OPERn = Adjusted cost per kilometer to operator n

• C ALIMENTACIÓN = Adjusted cost per passenger in the feeder system

• C RECAUDO = Adjusted cost of fare collection per paid passenger 

• C FIDUCIA = Percent of the income corresponding to the Fiduciary (0.0387%)

• C GESTORA = Percent of  the income corresponding to the Manager (3%)
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The formula for the division of the technical fare revenue between the 
operating companies was based on system characteristics specific to Bogota, 
and hence should not be simply adopted by other systems.  In Bogota in Phase I 
a maximum of 65.5% of the revenues went to trunk line operators, 20% went to 
contracts to feeder service operators, 11% went to contracts to the fare collection 
and station management company, 3% went to TransMilenio’s operating budget, 
and 0.5% went to the trust fund administrator. 

 
While the formula for determining the technical fare has only changed 

once (to increase TransMilenio’s share from 3% to 4% due to higher than 
expected profitability), the technical fare itself is adjusted periodically based on 
contractually agreed upon factors such as the price of gasoline and inflation.  
This has led to the increase in the bus fare from Pesos 900 to P1100 since 
TransMilenio opened.   

 
Finally, the final fare faced by TransMilenio customers is .5% higher than 

the technical fare.  Thus, the first 0.5% of the farebox revenue goes into a 
Contingency Fund.  The Contingency Fund is intended to compensate the private 
companies if there is a substantial change in their operating costs due to 
changes in oil prices, currency fluctuations, or a sudden drop in demand due to 
an act of terrorism. After the deductions for the contingency fund are made, the 
rest of the farebox revenue collected by the ticketing company goes into the 
TransMilenio’s Trust Fund and is divided following the formula above.    

 
Because the payment per kilometer for the trunk line operators and per 

passenger for the feeder line companies (now modified as below), operating 
companies are more or less fixed, the main way that operating companies can 
increase their profits is to reduce their operating costs, which they have been 
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Where:

?TT = Percent change in the technical fare

%T  = Peso relative to the trunk line cost

?CT  = Adjustment in the cost per kilometer of the Trunk Lines

?IPK = Adjustment in the Passenger-Kilometers of the Trunk Lines

%A = Peso relative to the cost of feeder lines

?CA = Adjustment in the remuneration paid per passenger transported in the feeder 

system

?%A = Adjustment in the percentage of passengers who use the feeder system

%R = Peso relative to the fare collection

?CR = Adjustment in the cost of fare collection
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doing through various means.  One method has been through further 
outsourcing, with sub-contracts for fueling, cleaning, maintenance.  Hence, the 
operating companies have a strong incentive to provide efficient service.  Trunk 
and feeder lines contract out the hiring of bus drivers to outside companies.  The 
drivers hired have to follow standard driver’s contract for that company, though 
salaries can be different between the operating companies.  The operators also 
successfully negotiated very tight service contracts with the bus manufacturers to 
provide on-site ongoing maintenance.   

 
When TransMilenio calculated the technical fare, some one year before 

the system opened, it was $0.40.  At that time, bus fares in Bogota were only 
$0.30.   One year before TransMilenio opened, Bogota approved of an increase 
in the normal bus fare from $0.30 to $0.40 for private buses operating in Bogota.  
Naturally private operators supported this.  There was considerable public outcry 
against this, but the outcry was against the private bus operators, and not so 
much against the city.    

 
By the time TransMilenio opened a year later, at a fare price of $0.40, 

people had become accustomed to the new price and few people directly 
attributed the earlier fare price increase to the TransMilenio planning process.   

 
While independent private bus operators continued to operate in large 

numbers on parallel routes, hence competing for some of TransMilenio’s 
passengers, because the price of TransMilenio was at par with the private fare 
but the TransMilenio trip was much faster and of higher quality, these private 
independent operators quickly lost passengers on the parallel routes as well and 
cut back services.     
 

TransMilenio’s contracts with the operating companies were written in 
such a way that the demand risk (the risk that ridership would be lower than 
anticipated) was reasonably evenly divided between the city and the operating 
companies.  In this way, the operating companies had a vested interest in 
maintaining a good quality of service and promoting the system, in order to retain 
ridership.    

 
This initially made it difficult for the private operating companies to obtain 

loans from banks for the procurement of the buses.  The professional demand 
analysis done by SDG and its subcontractors was a help, as was the contract 
giving them exclusive operating rights in the corridor for 10 years, but it was 
insufficient to convince the banks to provide loans.   Nevertheless, these were 
newly formed corporate entities with no formal credit history, and despite the 
personal appeals of the Mayor, the Colombian banks refused to finance their bus 
procurement. Ultimately, the loans were procured from the Brazilian export 
credit agency, as the buses being procured were initially assembled in 
Brazil.   As it turned out,  all of the bus companies that were able to supply buses 
that were in compliance with the technical specification set by TransMilenio were 
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assembled or manufactured in Brazil, in the end, the Brazilian export credit 
agency provided the loans, largely at the behest of Daimler Chrysler’s Brazilian 
subsidiary.   This Bank also required that the bus operating companies secure 
insurance on the rolling stock from local sources, which imposed an additional 
cost to the operator, but after many headaches, this was arranged.   

 
In the subsequent phases, private  operators have had no difficulties 

securing private bank loans for bus procurement, now that TransMilenio’s 
profitability has been clearly demonstrated.   

 
Unlike in most other systems, in TransMilenio neither the trunk line 

operators nor the feeder bus operators directly collect any fares.  While in 
Curitiba they are now collected directly by the transit authority URBIS, in Bogota 
they are collected by a separate company.  The fare collection company has a 
ten year concession.  They paid for the smart cards and the investment in the 
ticketing system.  The smart cards and turnstiles are amortized over the time of 
their concession and will later revert to TransMilenio.  The revenues go into a 
trust fund controlled in the name of TransMilenio by another contractor, a 
financial service provider, who in turn invests the money and distributes it among 
the partners.  The stations, meanwhile, are maintained by TransMilenio under 
contract to private companies.  

 
The funds are collected by a private company not allied with any of the 

bus operating companies in order to ensure fareness between the various private 
operating companies.  This private control also insulates the system somewhat 
from the political process.  In the TransMilenio system, the profits cannot be 
diverted directly from the system to other public uses.  The government is 
allowed to reduce the passenger fare below the technical fare, but in this case 
the government has to pay the operating companies compensation.  In this way, 
TransMilenio is insulated from the threat of disinvestment from the system by 
politicians.   The only part of the farebox revenue directly under the Mayor’s 
control is that share that goes to TransMilenio, or now 4% of the total.   

 
How TransMilenio’s buses operate in the BRT sys tem differs substantially 

from other systems, and requires some explanation.  The first phase constructed 
exclusive lanes and enclosed bus stations along two intersecting corridors, 
forming a large “T”.  One line ran from Avenida Caracas to Autopista Norte.  The 
other corridor ran from the mid-point of this line, Los Heroes, to Calle Ochenta.  
Bus lines along these corridors were not restricted to one line or the other, but 
lines connected each of the terminals to each other.  There were also express 
lines that skipped less-used stations, and local lines that make all the stops.   

 
Unlike in Curitiba and Quito, where separate corridors are 

concessioned out to different operators, in TransMilenio three contracts 
were awarded to different private operating companies, Si 99, Ciudad Movil, 
Express Del Futuro, and Metrobus SA.   These contracts obligate the companies 
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to operate a certain fixed number of buses in the corridors, but the routes on 
which these buses operate are not all concentrated on a single corridor.  
Rather, they are divided roughly equally between the different bus lines.   

 
Each week, TransMilenio decides how many kilometers need to be 

operated to meet expected demand, and the private operators decide among 
themselves who is going to operate them each week.  They then inform 
TransMilenio who is going to operate each route, and TransMilenio gives final 
approval.     At first, TransMilenio directly assigned the buses to meet the daily 
scheduled service needs.  Then according to the number of kilometers needed 
they divided the kilometers up according to each company’s fleet size.  The fleets 
are not all the same size.   The bus operators, among themselves, try to organize 
it in a fair way among themselves so that each bus gets roughly the same 
number of kilometers.  Victor Raul Martinez, Director of Si 99, the largest 
operator, plays a key role in coordinating.  

 
 Even though the bus operators are paid by the passenger kilometer, they 
ultimately bear some of the demand risk, because if the demand is lower than 
projected,  TransMilenio has the right to reduce the total number of bus 
kilometers servicing the system.   However, this risk is mitigated by two factors.  
First, because routes are diversified within the system, no one company suffers 
the demand risk for any particular part of the system but they all experience the 
risk collectively.  Secondly, while the operating companies might lose money 
each year if demand is lower than anticipated by having their kilometers cut, the 
contract allows for them to extend the period of the concession.  The concession 
contract lasts for 10 years or until the average kilometers per bus reaches 
850,000, whichever comes first.  However, if after ten years the average is not 
achieved, the concession is extended until it reaches that average, but no 
individual bus can have more than 1 million km, nor can bus operators extend the 
contract by simply buying new buses to bring down the fleet kilometer average.  
However, the concession cannot be extended more than 15 years.   So, the 
possibility of extending the concession allows the investor to eventually recoup 
their bus investment in the case of lower than estimated demand, although they 
would recoup it over a longer period of time.  In practice this has not been a 
problem, as demand has actually been in excess of what was anticipated.   
 
 There are several advantages of contracting out operations in this manner 
rather than by giving private operators concessions for specific routes or regions 
or corridors.  First, it allows  TransMilenio to penalize some operators and reward 
others by increasing or decreasing their scheduled trips, based on contractually 
agreed upon principles of quality contracting, as is discussed in the next section.  
Secondly, it diversifies the demand risk throughout the system.  On all transit 
systems, some lines are more lucrative than others.   Allocation of the most 
lucrative routes is always a contentious issue, and a source of instability and 
possibly corruption in a flat-rate fare system.  One method of allocation is to give 
lower subsidies or charge higher fees for operators with rights to operate the 
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more lucrative routes.  However, once the government has decided to remove 
the use of any subsidies, only an adjustment of fees would be possible.  
 
 TransMilenio’s feeder bus contracts are structured differently. Passengers 
do not pay anything to ride the feeder buses in Bogota, they only pay once they 
reach the TransMilenio station.  While this created a free rider problem of people 
riding the feeder buses for free for destinations along the feeder routes, this is 
partially enforceable by the drivers.    
 

The feeder bus contracts in phase one were only for four years.  For the 
first phase, they are paid per passenger that arrives at the TransMilenio station.  
As such, they are more directly exposed to demand risk than the trunk line 
operators.  TransMilenio once again estimated the demand for each feeder zone 
using their traffic model, then estimated the type and number of buses that they 
needed to service this level of demand.  Finally, they estimated the fixed cost and 
variable operating costs.  These were divided by the estimated demand to derive 
a cost per passenger.  They then drafted the tender documents which indicated a 
range of estimated per passenger costs.  The feeder operators in turn then had 
to offer the service at a price per passenger within that range, and whoever 
provided the lowest bids won the contract.  Unlike with the trunk lines where the 
bid price per kilometer was further negotiated, in the case of the feeder lines, the 
bid price per passenger was actually paid by TransMilenio.   In the new contracts 
under phase ii, TransMilenio is shifting to a system that combines a payment per 
kilometer and per passenger, slightly reducing their exposure to demand risk, 
and extending the concession period to ten years, but the bidding process works 
more or less the same by offering a range in the tender documents.   

 
Feeder bus operators were also required to meet minimum technical 

standards for their feeder buses, and they were also required to modernize their 
bus fleet and procure new or refurbished buses, but the technical specifications 
were far less stringent than for the trunk lines, as the lines were less profitable 
and the concession agreements of shorter duration.  

 
In the end, therefore, Bogota was able to secure private investment into 

TransMilenio’s buses and ticketing systems without giving a monopoly operating 
concession to a single operator.  This allowed them to retain much more public 
regulatory control over the system than has been achieved in other systems.  It 
also ensured competition between the bus manufacturers.  Not only did the 
Bogota bus operators have long experience in negotiating bus procurement 
contracts, and knew how much such buses should cost, they also had a very 
strong financial incentive to minimize the cost as it would directly affect their 
profits and their ability to win the competitive bid.   The private bus consortiums 
negotiated fiercely, playing Volvo against Daimler Chrysler.  Most analysts 
believe the price for bus procurement was at least 20% less than it would have 
been if the city had negotiated the contract.   
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Despite positive demand projections, it is ultimately unlikely that the 
private bus operators would have been willing to risk their investment capital in 
the new buses were it not for the fact that the Municipality made it clear to them 
that the choice they faced was either to invest in the new system or lose their old, 
very lucrative routes.    This decision on the part of the municipality took 
considerable political courage and support from the highest levels of government.  

 
III.6.  Private Contracting Recommendations for TransJakarta 
 

By contracting out TransJakarta’s bus operations, DKI Jakarta resolved 
some key issues.  By using a consortium of private bus operators already 
working in the corridor, private contracting reduced considerably the amount of 
political resistance to the busway project from the private sector.  Secondly, by 
using private companies with some experience of operating buses in the corridor, 
the bus operating company does have some experience operating buses in 
Jakarta.  Third, by not using PPD, the problems of TransJakarta can be 
separated from the larger institutional reform problem at PPD.  Finally, it 
established a precedent for TransJakarta to be a bus system regulator rather 
than an operator.  These are important successes.  

 
However, because PT. JET is the only operator of TransJakarta, it 

currently has a monopoly.  It does not have an ongoing competitor within the 
corridor, it did not even have to go through a process of competitive bidding.   As 
a result, PT JET is a small private monopoly.   Fortunately, the contract is only for 
two years, so changing the contract can happen reasonably soon.    

 
The lack of competitive bidding for the operating contract undermines the 

ability of TransJakarta to use competition to bargain down the operating price, to 
insist on investment by the companies into new buses or other ancillary services, 
or to require reasonable working conditions for staff, or achieve other socially 
desirable objectives.   The details of how this might be done are considered in 
the next chapter.  

 
As a result, bus procurement had to be paid for by the taxpayers rather 

than by the private operators.  Public procurement of the buses created a lot of 
other problems.  First of all, the buses are overpowered and more expensive to 
purchase and operate than they probably would have been had private operators 
handled the negotiations.  The extra weight of the heavier engine is contributing 
to roadway damage and undermining fuel efficiency.  While the government did 
to some extent play the two bus manufacturers off of each other to negotiate the 
price downward, the process was not transparent and many questions have 
arisen.   Public procurement everywhere creates a very significant risk that 
corruption will compromise technical considerations and needlessly increase 
costs.  
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Furthermore, because the buses are owned by TransJakarta, rather than 
PT JET,  PT JET has less incentive to maintain the buses.  Bus maintenance is 
already suffering as a result.  The operating costs are also higher than they 
should be because the contract between PT JET and TransJakarta did not make 
completely clear that TransJakarta had the right to regulate the bus schedule.  
Because they are paid by the bus kilometer, PT JET was originally operating all 
of its buses all the time at full operation in order to maximize the number of 
kilometers, though this has now been adjusted.  Very often the company 
operates 50 buses from 05-07am while the demand was very low, and many 
buses were running empty.   

 
Because PT JET has a monopoly, TransJakarta has no immediate way to 

penalize them for poor maintenance, though the short duration of the contract 
allows them to use refusal to renew the contract as a possible lever.  The buses 
have also been speeding, reducing travel time to only 30 minutes per direction, 
particularly in the early morning and later evenings when the Transjakarta field 
controller is not yet around.   This is creating dangerous pedestrian conditions 
particularly in the northern part of the corridor in the evenings.  Without a system 
of fines written into the contract, however, TransJakarta lacks immediate 
leverage over the company, and can only wait until the contract is renewed and 
at that time make a very dramatic decision.   The details of how this might be 
done are considered in Section Six. 

 
Now that the system has demonstrated its viability, and all the operating 

companies of PT JET can see the potential of the system, they are becoming 
more interested in investing in the system.  One company, Bianglala, already 
sent a letter to the governor expressing interest to become a busway operator for 
the Blok M – Kota corridor, competing against PT. JET.   They have expressed a 
willingness to invest in their own buses.    

Steady Safe, which is importing used buses from Japan, is also 
considering providing an example of a real feeder service for Transjakarta under 
contract to Transjakarta, and negotiations have begun.  

 Because TransJakarta does not have control over the contracting, which 
still rests with Dishub, there is a lack of leadership over the institutional and 
regulatory system.   Into this void, the private sector is suggesting its own 
solutions, some of which might be good and some of which may compromise 
passenger service.  

 It is critical that when PT JET ‘s contract expires next year, and when 
the second corridor comes on line next year, that TransJakarta be given 
the power to hold a competitive bid for busway operations.  TransJakarta 
should evaluate the bids based on the level of investment the private 
operators are willing to make for new buses meeting the necessary 
technical standards, the price per kilometer they are willing to provide the 
service, and based on other quality of service and social goals to be 
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discussed in the next chapter.   Furthermore, more than one private 
operator should be allowed to operate in the corridor, allocated by a 
schedule fixed by TransJakarta, and their contract should include a system 
of rewards and punishments for providing good or bad quality service.  

 The lack of a competitive bid for the ticketing company also increased the 
price faced by the government and significantly compromised the quality.  While 
again more than one firm was considered during the contracting process, in the 
end the manner in which the contract was decided, and the reasoning behind it, 
is not transparent.  The result has been an operational debacle and increased 
costs faced by the taxpayers.  

To date, the ticketing system is still not functioning properly.  DisHub’s 
contractor PT Lestari Abadi (a local company in association with Medina Sinox 
from Bogota), is still unable to fix the system. Without an online system it is 
difficult for Transjakarta to monitor the number of busway passengers and 
revenue from ticket sales.  The leakage of revenues could already be happening. 

The tickets this company is using are not uniformly usable. Transjakarta 
found quite a number of deformed tickets. Deformed or invalid tickets are now 
kept by Transjakarta. Initially the deformed tickets were returned to the supplier, 
but the supplier failed to reduce the number of invalid tickets, and instead it was 
increasing. Therefore Transjakarta decided not to return the invalid tickets to the 
supplier while at the same time threatening the supplier that Transjakarta will cut 
or destroy the deformed tickets unless the quality of the tickets are improved. 

This contract for the ticket operator should probably be cancelled 
and a new round of competitive bidding should be held, with an emphasis 
on a proven track record for quality service being critical to the selection 
criteria, and with very stiff financial penalties for non-compliance with the 
contract.    

 
Given the risks of slippage of revenues, it would be best if an 

independent oversight body were contracted perhaps by the regional 
parliament to investigate the failure of the ticketing system, and whether 
revenue is disappearing.    

 
 Unless the integrity of the ticketing collection process is ensured, 
and made transparent, public concern about graft will not disappear.  
 
 
V.  BRT AND QUALITY OF SERVICE CONTRACTING: LESSONS FROM 
BOGOTA 
 
 Many of the problems faced by Jakarta’s public transit system in general 
are a result of the underdeveloped and informal nature of its bus corporations, 
the non-transparent regulatory structure which imposes needless fees on 
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operators while doing nothing to ensure that schedules are followed or buses are 
well maintained or operate safely.     
 
 For many cities like Bogota, solving these problems was one of the key 
objectives of introducing a BRT project.   Right now in Jakarta, it some of these 
issues are getting resolved, this is still largely a missed opportunity.  

 
In more and more countries, BRT is being used to introduce quality controls 

into transit licensing agreements.  So far in Jakarta, this is still a missed 
opportunity.  In completely deregulated transit markets, regulators have no 
control over many aspects of bus service that are critical to customer satisfaction.  
These include: 
 

a. predictable scheduling 
b. predictable routes 
c. accessible bus route information 
d. comfortable and safe vehicles  
e. vehicle maintenance 
f. safe driver behavior 

 
 By introducing competition between private operators, TransMilenio was 
able not only to demand that the private operators invest in the system, but also 
insisted on meeting other social goals as part of the points system for winning the 
operating contract.  Furthermore, because firms compete for service within the 
same corridor, TransMilenio retained the power to penalize companies for poor 
quality service without disrupting service in a particular corridor by simply 
awarding more of the scheduled bus trips to rival companies.  
 
V.1. Leveraging Social Objectives Through a Competitive Bidding Process 
 

The competitive bidding process used by TransMilenio to select bus 
operators was a significant innovation that to date has not used in other BRT 
systems.  Bogota’s TransMilenio system used the competitive bidding process 
not only to minimize the amount of money TransMilenio had to pay the bus 
operators per kilometer, but also to force the bus sector to modernize, to 
encourage wider bus company ownership among drivers, and to promote other 
reforms.  At the same time, the points system used also ensured that at least 
some of the existing operators in the corridor would profit substantially from 
TransMilenio contracts.  The full points system used by TransMilenio when 
evaluating the bids in the most recent round of competitive bidding is listed on 
the next page.  
 

The private bus operators, at the beginning of TransMilenio, were not yet 
formal bus companies.  They were consortiums of small, informal sector private 
operators.  
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TRANSMILENIO POINTS SYSTEM FOR EVALUATION OF COMPETITIVE BIDS FOR TRUNK LINE  
OPERATORS.  
 

 

POINTS FACTOR  DESCRIPTION  ELEGIBILITY 

MIN* MAX 

Legal Capacity*** Hold the appropriate credentials to 
submit a proposal  

x 

 

 

- - 

Economic Capacity 
(1)*** 

Minimum amount of Net Owner’s 
Equity to submit a proposal 

x - - 

Passenger Public Transport Fleet in 
operation.   

 30 150 

Specific experience on the corridors 
(Américas – Calle 13 – NQS – Suba) 

 

 50 250 

Experience in 
operation (2) 

 

Maximum Points 
450 

 International experience on mass 
transport services  

 - 50 

Economic Proposal 

Maximum Points  
350 

Offered price per kilometer to operate 
the system  

 - 350** 

 

Right of exploitation of the concession  

 

x - - 

Valuation of the share of 
TRANSMILENIO S.A. in the revenue 
of the concessionaire  

 21 50 

Proposal to the City 

Maximum Points 
100 

Valuation for the number of buses to 
be scraped  by the concessionaire.  

 14 50 

Composition of the 
bidder company’s 
structure 

Maximum Points 
200 

Share of bus company’s stock held by 
former small bus owners. 

 32 200 

Environmental 
Performance 

Maximum Points 
200 

Level of emissions, noise and disposal 
plan for the remainders of the 
operation  

 - 200 

Size of the fleet  X - - Fleet offered 

Maximum Points 
50 

Manufacture origin of the fleet  - 50 

TOTAL 1350 points   
 



 Institutional Recommendations for Delhi’s BRT , p. 46 

 
* If the proposal is below the minimum, it will be qualified as NO ELIGIBLE  
** If the proposal does not meet the range established in the proposal, it will be qualified as NO ELIGIBLE  
*** If the proposal meets all the requirements, it will be qualified as ELIGIBLE  
 

(1) ECONOMIC CAPACITY  
The company should prove that, as function of the company’s owner’s equity, is capable to engage the initial 

investment based on the maximum number of buses that is offering to the system.  (There is a pro forma that needs to 
be filled out)  
 
The minimum owner’s equity is defined by the formula: 
 

Pnm = Nmv x US$200,000 x 15% 
 
Pnm = Minimum Owner’s Equity to be accepted  
Nmv = Maximum number of buses offered to the system 
 
(2) EXPERIENCE IN OPERATION 
 
The bidder should prove to have experience in the operation of public transport of passengers.   The experience can be 
in Bogota, the metropolitan area or in other Colombian cities using vehicle of more than 10 passengers.  (There is a pro 
forma that needs to be filled out) 
 
To account the number of vehicles of each owner and certify that the amount is equal or less than two, the following 
formula will be used: 
 

 

 
 

 
They were controlled by a few powerful families.  By writing the eligibility criteria 
for bidding on TransMilenio operating contracts in such a way that required 
bidders to have a certain minimum working capital, and to be incorporated as 
formal sector businesses, forced consolidation of many small informal companies 
into a few formal sector companies.   

 
The bidding also awarded additional points to firms that included an international 
bus operator as a partner, but also gave points to firms that have experience 
operating buses in the specific corridors.  In this way, the bidding process 
encouraged the creation of joint ventures between the existing bus operators in 
the corridor and modern international bus companies with more management 
experience. 

 
By giving a large number of points based on the price at which the private 

operator offers to provide the service in the corridor, and based on the share of 
total revenue collected that the bidder offered to turn over to TransMilenio, 
Bogota was able to bid down the cost of the operating contracts.   

 

)(
)(

)(
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By giving points to the bus operators for each old bus that the bus 
operator agreed to destroy, the bidding process removed a large number of very 
old, polluting buses from the streets of Bogota.  

 
In the most recent round of bidding, another factor considered was the 

number of shares in the bus company that are owned by former small bus 
owners (those owning only one or two buses).   The higher the number of shares 
owned by small bus owners, the more points they received in the evaluation of 
the bid.  

 
The bidding process also rewarded those bus operators who offered to 

provide buses with emissions levels below the minimum emission standard set in 
the bus technical specification.   Finally, additional points were awarded to those 
bus operators who procured buses locally assembled. 
 

Mayor Penalosa was also very clear from the beginning that any private 
operators who opposed the TransMilenio project would be considered ineligible 
to bid for the lucrative operating contracts.   This also helped to undermine 
political opposition to the project from existing private bus operators. 

 
 

V.2.   BRT and Quality of Service Contracting 
 

TransMilenio was able to use competition between private bus operators 
not only during the initial contracting period but also on an ongoing operational 
basis to ensure high quality service delivery.  TRANSMILENIO S.A.’s contracts 
with the private bus operators gives TransMilenio the power to verify the 
accomplishment of all obligations, responsibilities and requirements listed in the 
contract, and gives them the power to fine the operators who don’t comply with 
their contract obligations.  The fines can be as high as 10% of the operator’s total 
income in any given month.   
 

Because TransMilenio pays by the kilometer and each week sets the 
schedule, the way the fines are imposed on the operators is by cutting back on 
the number of kilometers that a particular bus company is assigned in the weekly 
schedule.  It is this quality contracting that assures the excellent maintenance of 
the TransMilenio vehicle fleet, which in turn has dramatically reduced the number 
of vehicle breakdowns in the system.    
 
Types of Fines: 

o Vehicle deficiencies, the fine is a function o f the revenue per kilometer 
o 50 kilometers for altering the vehicle in its interior or exterior, non-

authorized advertisements, stereos, driver’s cellular or walkman 
use,  lights that don’t work, unclean bus or seats in a bad shape.  

o 100 kilometers for doors that don’t work properly and worn tires. 
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o 250 kilometers for altering or damaging the GPS and radio 
communication system. 

 
o For customer service deficiencies, the fine is equivalent to a 20-day 

minimum wage.  For operations deficiencies, the fine is a function of the 
revenue per kilometer 

o 25 kilometers for stopping the bus at different stations than the 
assigned ones or for stopping for a longer period or not stopping at 
an assigned station.  For blocking an intersection 

o 60 kilometers for parking the bus in an unauthorized place or 
change the route without authorization.  For delaying the operation 
for no reason or for over passing another bus with the same route 

o 175 kilometers for operating in non-authorized hours 
o 250 kilometers for picking up or leaving passengers in places 

different from the stations.  For riding the buses on streets different 
from the trunk lines without TransMilenio’s authorization, for drivers  
abandoning the bus for no reason  

 
o To assess compliance, performance indicators were developed that are a 

function of the best operator:  
o Difference of < 20% with the best operator, fine = to 0 
o Difference of > 20% < 25%, fine = to 30 kilometers for bus 
o Difference of > 25% < 30%, fine = to 75 kilometers for bus 
o Difference of > 30%, fine = to 120 kilometers for bus 

 
TransMilenio, through its designated inspector, is in charge of the control 

and revision of the system operation with periodic or random visits. 
 

TransMilenio can also directly fine the drivers for poor driver performance, 
such as speeding on the roadway or disobeying traffic signals.   Speeds are 
monitored by the global positioning system (GPS) and are constantly monitored 
from a control center both to capture violators and to detect broken down 
vehicles for the dispatch of tow trucks.  
 

For administrative and institutional deficiencies, the fine is a function of the 
revenue per kilometer, as follows:  
 

o 50 kilometers for failing to send the reports required by 
TransMilenio and for opposing to receive inspectors from 
TransMilenio, hiding information or providing wrong information 

o 100 kilometers for wrong practices in administrative and accounting 
procedures and abusing of the dominant position 

 
o There are also fines for environmental violations.  For this type of violation, 

the fine is a function of the revenue per kilometer:  
o 25 kilometers for running leaking fuel or oil  
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o 50 kilometers for noise and air pollutants above the levels 
stipulated in the public bid.  For mishandling hazardous material 
and for not following the maintenance, reparation and revision 
schedules 

 
Below is a list of fines the companies incur if their drivers break the 

following rules. Drivers face temporary suspension, and operating companies 
face fines of cutbacks on scheduled kilometers, as the table below indicates.  

DRIVER’S ACTION SUSPENSION FINE (NO. OF KMS) 
No driver’s license and bus registration 

paper 
Suspension on the 

next day  
100 

No first aid One day suspension 100 
Deny giving information One day suspension 100 

Crash between TransMilenio buses  100 
Red light Immediate suspension   

Putting the bus in reverse in the trunk lines One day suspension 50 
Carry any guns Immediate suspension 100 

Disobey the Police One day suspension 200 
Come to work drunk Immediate suspension 200 

Causing an accident for an irresponsible 
action 

One day suspension 200 

Wrong approaching to the platforms Three in one day gives 
one day of suspension 

50 

Speeding One day suspension 100 
Invasion of the pedestrian crossing space  100 

Have company in the bus One day suspension 50 
Run out of fuel  100 

Mechanical problems that cannot be 
solved in less than 1 hour 

 50 

Verbal or physical aggression to 
passengers 

Immediate suspension 100 

Charge the fare inside the bus Immediate suspension 200 
Disobey the Central Control instructions 

or traffic authorities 
Immediate suspension 100 

 
 

For security deficiencies, the fine is a function of the revenue per kilometer, 100 
kilometers for each day of not complying with contract. 
 

Other Fines for not following the terms of the contract have a fine  
equivalent to a 50-day minimum wage per month.   

 
Fines can also be deducted from the operator’s revenue.  The revenues 

from fines becomes TransMilenio’s income, and 90% is deposited in a Fines and 
Benefits Fund.   
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There is some recourse for private operators if they feel that fines are 
being imposed arbitrarily or unfairly.  At weekly meetings, Transmilenio and the 
private operators meet to discuss technical issues such as operation and fines.  If 
the operators  and TransMilenio, during these discussions , judge that the fines 
were unfair, Transmilenio sends a message to the Coordinadora’s Fund to 
discount the value of the fines from their payments.     

 
 

In summary, by giving the bus operators only the right to operate a part of 
total scheduled bus service, and allowing them to lose money for violating quality 
service guarantees by adjusting the schedule, TransMilenio’s contractual 
arrangements allow for much more continual monitoring and enforcement of 
customer service than is possible in the case where bus operators have 
monopolistic control over an entire territory or line for an extended period of time.  
TransMilenio, by creating the conditions for very profitable bus operations, at the 
same time is able to demand a very high standard of public service.  If a private 
operator fails to meet this standard, their share of this lucrative market is 
immediately adjusted downwards.  It is in this contracting arrangement that 
TransMilenio differs substantially from the other BRT systems in Latin America.  

 
V. 3  Recommendations on Quality Contracting at TransJakarta 
 
 Most of the problems that Bogota faced when TransMilenio was first 
implemented are quite similar to those faced by Jakarta.  The bus operators in 
Jakarta, like in Bogota, are not fully transparent modern transportation 
corporations but rather are mainly leasing operations.   Bus companies had little 
experience following schedules, hiring labor, and running a company.  Rather, 
they leased out the buses to operators on a daily basis, and what they did from 
that point on was largely out of their hands.  After this, the operators often faced 
problems of various other informal and formal regulatory procedures that had 
more with extracting fees than with proper operation of a transit system. 
 

Already PT JET is forcing the members of this consortium to behave like 
modern bus companies, forcing them to learn how to adjust labor needs to 
scheduled bus services, and creating secure formal employment out of informal 
employment.  (is this happening or is PT JET still basically subcontracting?  More 
detail on the labor arrangement between Dishub, PT JET and Transjakarta would 
be interesting and revealing.  Already, the physically closed stations force buses 
to stop at bus stops in precise location, and the system prevents jockeying for 
position among waiting passengers.   
 
 However, bus drivers are sometimes speeding, creating unsafe 
conditions.  They are not following a clear schedule.   The operating company is 
not maintaining the buses and not cleaning the buses that regularly.   
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 The only proven way to deal with these problems is to force operating 
companies to compete for the right to operate trunk and feeder routes, and to 
place in the competitive bidding rules incentives for the sorts of regulatory and 
social goals that Jakarta would like to achieve.   
 

In Jakarta’s case, in terms of the bus used, while the technical standard 
should designate a minimum air quality standard such as EURO II, the bidding 
process should give additional points to firms offering to provide cleaner vehicles 
and willing to access cleaner fuels, either CNG or EURO III.  By putting the fuels 
 
 
VI. FACILITATING INTEGRATION BETWEEN MODES 
 
 Demand on TransJakarta is not just a function of the regulation of current 
buses but also how well it is integrated with other modes.  There was 
considerable discussion earlier in the process of building park and ride lots for 
TransJakarta, but very little attention was paid to links to commuter rail lines, to 
pedestrian access, and no attention was paid to the possibility of using bicycles 
as a feeder system.  
 

The level of demand on any trunk and feeder system is partially a function 
of the size of the network that is served by a single integrated system using a 
single, integrated ticket.  Passengers avoid transfers between modes not only 
because they have to pay twice but also because it is often time consuming, 
difficult, and unpleasant.    
 
 There are only three ways of dealing with this problem: 
 

a. physically integrated systems under separate corporate managements 
at   

enclosed free transfer stations.   
b. integration of the two systems under a single corporate management, 

which allows the use of simple transfer ticketing systems.   
c. Smart-cards   

 
VI. 1. BRT Integration With Private Motorists 
 
 The Delhi Metro spent large sums of money on huge parking garages 
adjacent to the Delhi metro in the hopes of attracting motorists.  These parking 
garages did involve a lot of private investment, and they are slowly filling up.   
However, they are not filling up with passengers parking and riding.  Rather, they 
are filling up with the private cars of people living in housing estates adjacent to 
the metro, and with the parked vehicles of office workers who work near the 
metro.  As such, the metro project was used to subsidize the construction of a lot 
of private car parking, the primary beneficiary of which are not metro users.  The 
problem with park and ride facilities for short ‘closed’ BRT or metro systems is 
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that the terminus, like at Blok M, tends to be in a fairly central location itself, 
rather than at the outskirts of a city.  For park and ride to work, the parking facility 
needs to be at the outskirts of the city, not in the center of the central business 
district.  Adding parking to Blok M, ostensibly for the busway, would simply be 
used by shoppers and office workers visiting this popular shopping area, and it is 
unlikely that most of the people using the parking facilities would be using the 
busway.  Furthermore, Blok M is one of the most congested parts of Jakarta.  
There is no great advantage to pulling additional vehicle trips into Blok M, to 
prevent them from going downtown.  As such, park and ride as a strategy should 
only be explored after TransJakarta reaches more distant suburban locations, 
and only then with caution.  
 
VI.2. Integration with Commuter Rail 
 
 Currently, TransJakarta is poorly integrated with Jakarta’s existing 
commuter railway lines and the intercity railway.  Physical integration of the 
system, followed by integration of the ticketing system, should be a priority as the 
second and third corridors are being designed and the ticketing system is being 
made functional.  One existing TransJakarta station is within 100 meters of the 
Dukuh Atas commuter rail station, but there is no easy connection, not even a 
reasonable sidewalk.   On the second corridor from Harmoni to Pulogadung 
(planned), the busway will pass the Senen railway station and the Senen bus 
terminal, and will be quite close to the Gambir Railway Station.  On the third 
corridor, Harmoni to Kalideres, the busway will be very close to the Pesing 
commuter railway station.  There is currently no rail station at the shopping 
center ITC Roxy Mas, but the busway crosses a major commuter rail line there.  
 
 While the institutions for operating the railway and the busway should be 
kept separate as they operate with very different cost structures, there are ways 
of physically integrating the two systems by allowing free transfer inside a single 

physically closed facility, and also ways 
of having smart card systems which are 
able to give a discount to the passenger 
while still distributing revenues between 
the two institutions.   
 
 Sao Paulo provides an example 
of a physically integrated Metro and 
BRT system.  At the terminus of the Sao 
Paulo metro and the state BRT corridor, 
there is a physically closed station that 
allows for free transfer.   
 
 
 
 

An Enclosed Bus Terminal at the Metro 
Entrance in Sao Paulo Allows for Free 
Transfer Between Metro and HCBS. 
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In Sao Paulo, the metro, as in most countries, is operated by a public authority, in 
this case under the State government.  The BRT is operated by private buses 
with concession contracts from another state agency, EMTU.   The private 
operators agree to this free transfer because EMTU forced them to, and their 
ability to operate in the route is regulated by EMTU.  They do not complain too 
much because while the bus operators make more money in the morning and the 
metro makes more money in the evening, in the end both make more money as 
a result of the free transfers.   
 
 Free transfers between trunk lines and feeder lines operated by different 
institutions are difficult, but free transfers between two trunk lines operated 
by different agencies can easily be done by building an enclosed transfer 
terminal.   Because during one way rush hours, the system providing the feeder 
service captures the revenue, and in the evening the institution providing the 
trunk service captures the revenue, problems tend to emerge in the evenings 
because no drivers are willing to take the less lucrative unpaid afternoon shifts. 
This is precisely the problem in Leon, Mexico right now.   This problem will not 
emerge on trunk to trunk transfers, as both institutions can more tightly regulate 
schedules inside the trunk system, and both systems have much to gain by 
capturing more passengers, and because most trips are two-way.  Where 
distortions emerge (maybe people tend to shop on the way home for instance,) a 
compensation fund has to be established.   
 

Therefore, the simplest thing would be to build fully enclosed free transfer 
terminals at the commuter railway stations that cross the TransJakarta busway.   
At Dukuh Atas this interchange would be expensive.  Traffic modeling should be 
done to determine how important this interchange would be in terms of attracting 
additional passengers to TransJakarta and to the commuter rail system to see 
whether such a facility could justify the cost. Certainly as a minimum the sidewalk 
facilities could be improved. The same should be done for Railway Station 
Pessing.    Free transfer terminals at the Senen Railway Station should be 
included in the designs for the second corridor from the beginning as there 
should be reasonable demand levels.   Stations on the second corridor should 
also get as close as possible to the Gembir Railway Station, and pedestrian 
facilities for passengers making this interchange should be improved to make this 
travel easy for people carrying packages.   A new BRT-Railway interchange at  
ITC Roxy Mas should be considered as part of flyover construction.  

 
Smart cards could also be explored for facilitating TransJakarta/commuter 

rail system transfers before integrated systems are built.  Smart cards are now 
being used in many cities in much the same way in which a credit card is used, 
allowing for passengers to use a single card to pay different institutions.   As the 
ticketing system for TransJakarta itself needs to be changed, integration with the 
commuter rail line at the same time using the same ticketing system should also 
be explored.  
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The busway team and P.T. KAI have identified four rail stations that could serve 
as transfer points: a)  Sudirman station (former name is Dukuh Atas), b) Juanda 
station (located at Jl. Ir. H. Juanda), c) Kota station, and d) Senen station, but so 
far integration has not progressed further.  

 
 
 

VI.3. Integration with Bicyclists 
 
 Mayor Penalosa, when he implemented TransMilenio, also built some 350 
km of bicycle paths.  However, this bicycle network is not actually that well 
integrated with the BRT system.  Penalosa now says that his biggest regret is 
that he did not provide for closer integration of bicycling parking facilities and the 
BRT system, so that bicycling could have been used as a feeder system.   
 
 While bicycling has not been used extensively as a feeder to BRT systems 
thus far, bicycles constitute roughly 1/5 to 1/3 of all feeder trips to metro and 
commuter rail lines in Singapore, China, Japan, and the Netherlands.  Bicycle 
mode share as a feeder system to mass transit systems is the fastest growing 
use of bicycles.  Given Jakarta’s narrow local streets and low incomes, some sort 
of guarded bicycle parking facilities adjacent to the TransJakarta stops should be 
tested to see if it attracts riders and can be self financing.  
 
 
VII. INSTITUTIONAL STRUCTURES FOR THE PLANNING, MANAGEMENT 
AND OPERATION OF BRT 
 

Ultimately, the success or failure of a BRT depends on the ability of the 
municipality to assemble a successful project team for planning, implementation, 
and ongoing management of the project.   

 
All BRT projects around the world have faced similar challenges, and to 

varying degrees have overcome them.  Before discussing the best options for 
Delhi in resolving these issues, we will briefly review the institutional structures 
for BRT projects in other countries.   
 
VII. 1. TransMilenio’s Institutional Structure 
 
 In Bogota, there are now two separate municipal government bodies 
responsible for the regulation and management of public transport.  On the 
corridors not served by TransMilenio, the municipal Department of Transportation 
is still responsible for issuing route licenses to private bus associations, which in 
turn allocate the route licenses to their member organizations.   
 
 During the early planning phase of TransMilenio, TransMilenio did not 
exist as a legal entity.  Rather, the project was managed out of a project 
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management unit in the Mayor’s office.  The head of the project management 
unit reported directly to the Mayor.  It had only four or five staff members at first.  
These four or five staff members included the former head of a planned metro 
project that was cancelled.  Meanwhile, the Mayor contracted a management 
consulting firm (McKinsey) to actually manage the entire project in cooperation 
with the project management unit. 
 
 Some months after the project began, the municipality passed a law 
creating TransMilenio S.A.  TRANSMILENIO S.A. was founded in October 13 of 
1999, with 100 percent public funds, as a commercial society at the District level.  
TransMilenio S.A. is structured like a private company but it is 100% owned by 
the municipality, and hence de facto controlled by the Mayor.  The Mayor serves 
as the Chairman of a five person Board of Directors.  Also on the Board is the 
Director of the Urban Development Institute (which contracts construction like a 
Department of Public Works), the Director of the low income housing parastatal, 
Metrovivienda, the Director of the District Culture and Tourist Institute, and the 
Director of Fondatt, the transit and transport fund, which allocates the gasoline 
tax revenues.  Later, an NGO (Fundacion Ciudad Humana) was also added to 
represent the concerns of bus passengers on the Board.   
 

TransMilenio was structured like a private company in order to facilitate 
the possibility of eventually selling it to the private sector, but this is not currently 
being discussed.  All of the staff of the project management unit were moved 
over to become the staff of TransMilenio.    
 

Interestingly, the Department of Transportation is not on the board.  This 
exclusion was not accidental.  The reason for this was that the Department of 
Transportation was seen to be fairly corrupt, and its staff had a fairly low level of 
technical competence.  The Mayor’s office therefore had little confidence in their 
ability or interest in developing the project 
 
 According to its corporate charter, TRANSMILENIO S.A. cannot be a bus 
operator, either alone or in partnership with other transportation companies, 
unless no private company bids to operate the system or if one of the operating 
companies abandons the contract prior to its termination date.   TransMilenio is 
entitled to define the types of services, and the length of routes for bus rapid 
transit services, supervise the observance of established regulations regarding 
the quality of service, such as operating maintenance and neatness of buses, set 
bus schedules on the different services of routes, and evaluate the performance 
of operators.  TransMilenio also determines the technical specifications of buses 
to operate on the routes.  It also controls the speed limit in the BRT corridor.  It 
manages the financial resources from the Federal and local government offices 
for construction of TransMilenio routes, pedestrian bridges, garages and 
terminals.  Finally, it directly manages and maintains the BRT infrastructure. 
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 McKinsey and TransMilenio’s core staff essentially worked as one team.  
 The Project Management Unit only had 3-4 staff members at first when 
the general guidelines for the busway project were developed, and the contract 
for McKinsey was drafted.  These people were all given full time leave of 
absence from other line agencies.  In the first year, from Nov. 98 to October 99, 
the full project team was as follows:  
 

TransMilenio’s staff rose to 12 people over the course of the year.   Their 
main role at the beginning was to authorize or not authorize suggestions made 
by McKinsey.   
 

McKinsey had 10 people working on the project.  They were in fact 
managing the entire project the first year.  They then drafted and supervised 
contracts to a transportation engineering firm and a law firm.   
 

The transportation engineering firm, Steer Davies Gleave (SDG), had a 
team of 7 people by the end of the first year, including a sub-contract to Logitrans 
of Sao Paulo.  Their role was to verify the current network, repair the origin 
destination matrix, estimate the demand on the corridors identified, identify future 
potential corridors, and designed the infrastructure.  Virtually all the senior 
members of the SDG team have visited Delhi. (Enrique Lillo, German Lleras, 
Paulo Custodio, and Pedro Szasz).   
 

Finally, 3 members of the Colombian law firm Taboada Hoyos were 
contracted to draft contracts on the needed regulatory changes.   
 

In the second year of the project, Oct. 1999 to October 2000, McKinsey, 
with support from Taboada Hoyos, designed and developed the contracts for the 
private bus operators, the feeder operators, the ticketing system manager, the 
trust fund manager.  The contracts for the actual construction were handled 
through the Urban Design Institute.  During this time, SDG designed the 
operational plan for the corridor, which included changes in the bus routes, etc.  
It was during this time that the multiple routing and multiple bus stop system was 
developed, primarily by Pedro Szasz, that made it possible to achieve capacity 
levels well above those achieved in other bus rapid transit systems.  
TransMilenio’s role at this time was to manage these contracts, but also to 
provide local staff for the modeling and planning.   Over the course of this year, 
these functions were gradually transferred to TransMilenio’s planning staff.   
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From October to December of 2000, there was a pilot operational phase.  
During this time, TransMilenio’s staff was increased to essentially take over all of 
the tasks previously performed by the international and national consultants.  
Their staff rose to 60 people.  McKinsey by this time was phasing out staff, 
providing only support on the contracting process.  SDG was also down to 2 – 3 
staff, supporting the operational implementation.  The law firm was also down to 
1 – 2 staff, supervising the contracting process.   
 

Of the total costs of TransMilenio, consulting fees alone cost $6 million.  
Staffing for TransMilenio and other line agencies cost about $4 million.  
Promotion and advertising cost another $4 million, though this came from private 
donations.   

 
 

VII.2. Project Management in Quito and other Cities 
 
 Project management in Quito for the electric trolleybus line was done at a 
much lower cost.  The head of the City Planning Agency, Cesar Arias, primarily 
relied on the ongoing budget of the city planning office to do the planning in-
house.  As such, for only about $100,000 they managed to plan the entire 
system.  Project management was also done out of the City Planning Office.  
Because the electric trolleybuses were more expensive, they were not quite 
financially self-sufficient, so a municipally owned company was set up to run it.  It 
was set up so that it could be privatized, but thus far has not been able to find an 
investor.  This company is just an operator and does not have any planning 
functions.     
 
 When Quito planned its second BRT corridor, the Ecovia line, again the 
planning was done under the City Planning Agency.  The operation of this line 
was contracted out to a private operating company, that is a consortium of former 
private bus operators.   When Quito began planning its third line, the Mayor had 
changed.  The new planning agency requested technical support from UNDP, 
and an international expert, was hired to run the planning on the third line.  The 
tenure of this expert was controversial particularly with regards to the contracting.  
 
 In most of the developed world, collective transport is generally operated 
by public transit authorities similar to DTC.  The specific nature of this transit 
agency differs from city to city, some operating under the state or provincial 
government, some under the national government, and some under the 
municipality.   These transit agencies generally plan, manage, and directly 
operate bus and any metro operations.   In most of the developed world, all of the 
capital costs of the system and some of the operating costs of the system are 
subsidized by government revenues.    
 

England, and some cities like Krakow in Central Europe, have moved the 
farthest towards the privatization of bus operations.  Bus operations in England 
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outside of London were contracted out to a few large bus operators, and the 
results have been very controversial.  Most evidence suggests that service 
frequency declined during off peak periods and on less popular routes, while 
increasing slightly at peak periods on popular routes.  Investment into the system 
increased temporarily then fell off.  In London, the system is more popular, with 
specific routes and specific timetables set by London Transport, the transit 
agency, and these routes are then contracted out to private operators.  This 
reform attracted new investment to the system without a major deterioration in 
service frequency, and is generally seen as a better privatization than the form of 
privatization that took place in the rest of England.  In the US, because demand 
for buses is so low, there are only a few cases of contracting out to private 
operators.  Bus operations in Queens, New York, are contracted out by the city, 
but all the scheduling, fares, routes, etc. are controlled by the New York 
Metropolitan Transit Authority (MTA) that directly operates bus operations in the 
rest of New York City.  Service in Queens has been for decades virtually 
indistinguishable from bus service in the rest of the city, though the private 
operators are again facing a financial crisis and may be taken over by the MTA.   
In a few other cities, like Denver, it was only possible to contract out operations 
on those few routes that had high levels of demand, and the rest of the service 
remained in public hands.  The benefits of privatization in this context have been 
quite limited.    
 

As such, the ten pilot BRT projects in the US are all being designed and 
operated by the transit authorities.  They are receiving funds and technical 
support from the US Federal Transit Administration.   

 
VII.3.  Institutional Recommendations for TransJakarta 
 
 In Jakarta, the TransJakarta system until the time of its opening, was 
being managed by a Busway Project coordinator who answered directly to the 
City Secretary, the chief bureaucrat of the city, who in turn answers directly to the 
Governor.  Under the busway project coordinator was the Busway Coordination 
Team (Tim Koordinasi Busway).  This team consisted of several teams or task 
forces: infrastructure, bus operations and financing, socialization, and a few 
others.   
 

However, because the busway project coordinator did not have authority 
over contracting, and all of the budgetary authority was vested in the Director of 
the Municipal Department of Transportation, there was constant tension between 
the busway project director and the director of the Municipal Department of 
Transportation.  Under the Department of Transportation, the Planning 
Department and the Infrastructure Department both had some budgetary 
authority, but the vast majority of the key decisions were made by the 
infrastructure department.    
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The University of Indonesia Center for Transportation Studies (UI CTS) 
had a contract for the Transportation Master Plan, and with these funds became 
involved in planning of the additional corridors and other elements of system 
planning on an informal basis.  ITDP had an official role as international advisor, 
and sent roughly seven international experts multiple times through the life of the 
project, which is ongoing.   ITDP advisors basically work out of UI CTS and 
presented conclusions of our analysis at the weekly busway coordination 
meetings under the auspices of the Busway coordinator, though regular meetings 
were held with the Department of Transportation.  

 
When TransJakarta opened, TransJakarta was created as a public 

company with responsibility for managing the operations of the busway.  
TransJakarta in turn contracted out the operations to a consortium of bus 
operators called PT JET.  It contracted a separate company to operate the 
ticketing system.  The busway coordinator became the Director of TransJakarta.  
A senior technical expert at UI CTS was hired as a full time consultant to 
TransJakarta and now functions as TransJakarta staff, though he retains status 
as a consultant because he is paid more than most civil servants.  Also on the 
staff of TransJakarta are two minor functionaries from the Department of 
Transportation and a former employee of one of the bus operating companies.   

 
TransJakarta itself, however, has much more limited authority than does 

TransMilenio or URBS.  The former Busway Coordination Team continues to 
exist, now chaired by Pak Irzal’s replacement as the Assistant to the City 
Secretary, Pak Suena.  This team is still nominal in charge of planning.  

 
Because some of the budget for the reconstruction of the roadways is now 

being passed through the Department of Public Works (DPU), DPU now has 
more control over the roadway design and construction.  However, the final 
design issues are still being decided by the Infrastructure Department of Dishub 
under Pak Pristono.  

 
The current structure of the busway teams now consists of the following 

agencies: 
a. DisHub 
b. Dinas PU (Public Works Agency) 
c. Parks Agency 
d. Dinas Tata Kota (City Planning Agency) 
e. Dinas PJU and SJU (City Lights and Utility) 
f. West and East Jakarta Municipalities 
 
In addition, a few consultants/organizations are also helping the busway team. 
They are:  
 
a. CTS UI, consultant for Feasibility Study, and Operational Plan of busway – 

under Ibu Rini. 
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b. PT. Pamintori - consultant for Engineering Design of busway, and for 
Traffic Management – under Pristono.  

c. PT. Arkonin - consultant for Architectural Design of busway - under 
Pristono. Also a consultant under Pristono to design the pedestrian tunnel at 
Kota Station. 

d. PT. Perencana Jaya – under Pristono, but no one knows what this 
consultant is doing. 
PT. Perencana Jaya is also a consultant to Public Works (PU), designing 
the road (re-configuration) of the 2nd and 3rd corridors. 

 
Currently, TransJakarta itself is not part of the busway team.  In other words, the 
planning for the next corridors is completely out of TransJakarta’s control.  While 
TransJakarta is generally invited to participate in the meetings, only junior level 
staff are participating.   
 

This institutional structure is highly problematic.  The routing and new 
designs in the second corridor are being made without any consideration for 
passenger demand levels.    

 
TransJakarta’s leverage over bus operators and the ticketing system is 

severely limited by its limited contracting authority, and because it does not have 
control over even its own revenue.   Until this changes, coordination will remain 
poor, and services and operations on TransJakarta buses are likely to be less 
than world class standard.  
 


