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Abstract

Local public transport in France changes with decentralisation and deregulation. This
transformation leads to new regulation tools of the sector besides competition and
delegation of public utility. More and more, transport authorities express the need of
local decision-making tools, and of incentives to encourage operators to improve
performance of the service. So, in order to be able to control the performance of the
public utility, local authorities try to appropriate a capacity of expertise that they did not
necessarily acquire previously. Introducing local indicators will help transport
authorities regulate the sector in a way that it integrates the criterion of performance.

Thus, more and more, the idea to develop a “regulation by the performance” emerges in
the public transport. It is not only any more to promote competition, but also to take
care that the objectives raising traditionally of the general interest can be achieved by
measuring the efficiency of transport networks in their environment. The performance
(in the sense efficiency) of the local public management give an interest to how it can be
measured with performance indicators. 

This paper is part of one of the themes area proposed: the regulation of the public
transport. First, it will focus on the issue of the regulation of local networks industries :
a topic less taken into account for the public transport than other public utilities
(electricity, telecommunication). The question associated will be as followed : what are
the mechanisms of the regulation which were set up in local sectors (public transport)?
A focus on the tools allowing to French local authorities to regulate the sector, specially
the role of Contracts (the delegation of public utility) and competition will be made.
Secondly, the performance and his measurement is a mystic problem concerning the
public utilities. We are in the frontier between public sphere and private sphere. The
question associated will be as followed : what are the issues concerning the performance
of public utilities in a competitive context? The introduction of performance indicators
in the public transport will reduce the asymmetry of information between the local
authority and the operator regarding the performance of the service and the performance
of the operator?
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To clarify the question that structures this paper, the introduction of performance
indicators in the public transport for a efficient regulation of the sector (reduction of
asymmetry of information, incentive, control, incompletude of contract), the analyze
will be double. 

One the one hand, it will be about to develop different theoretical mechanisms that help
to understand the contractual mechanisms introduced in the public transport. This will
be made with the theory of agency and the theory of contracts. During the last 30 years,
an extensive literature aims at replacing the issue of the performance and its measure in
a perspective incentive, performance and control. The performance measurement of
public utilities form part of incentive and control systems in the theory of agency and
the theory of contracts. As soon as interest conflicts, strategic behavior of agents, and
uncertainty are introduced, measuring the performance of public utility is directly
influenced by those last mechanisms. The objective of this theoretical vision will be to
describe different theoretical tools (incompletude of contract, risk of opportunism,
introduction of incentives, the hold up problem) taken from the theory of agency and
contracts to explain what we can observe for public utility in France (public transport,
electricity and telecommunication) linked to the performance issue. Indeed, the
performance measurement of public utilities can be manipulated by one of the party
(local authority, operator). The qualitative or quantitative elements that from part of the
evaluation can be imprecise, partial, above all difficult to verify. 

One the other hand, the theoretical mechanisms would be observed by focusing on a
comparison between public utilities, in particular in the introduction of performance
indicators. The objective will be to present a comparison on the organization and the
regulation of different local networks industries according to the three important
dimension regulation, competition and performance. Through this comparison, we will
demonstrate that experience regarding introduction of performance indicators evolve
according to the sector considered. The local networks of transport scope with important
issues regarding their costs and the quality of service. Therefore, urban transport utility
is confronted with the same issues as electricity and telecommunication public utilities.
The theory of Agency in economy gives an interesting perspective to explain the
contractual relation and the asymmetry between local transport authorities and their
delegators regarding the performance. Each sector has its specificity: it does not
question to include those different situations in a unique paradigm. Nevertheless, the
issues are similar enough for, by a comparison give some general conclusion on the
introduction of indicator performance to reduce opportunist behavior and asymmetry of
information regarding the performance of the service and the operator. We will be able
to highlight the specificity of each sectors, in particular the urban transport sector : to
raise problems regarding transparency of information between the local authorities and
the operators, the role of indicators in the performance measurement of public utilities
(telecommunication, electricity, urban transport).

Keywords: regulation, performance, public utility, performance indicators, agency, contract, asymmetry
of information, incentive, control
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