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Abstract

In June 2015 the Norwegian parliament approved the railway reform to be implemented in
2019. The available information about this process does not provide a clear view about the
driving forces that led to this reform and even less about their relative importance. The
identification of the driving forces and the evaluation of their relative importance, according to
three groups, government, industry players and passengers, aids to the understanding of why it
was decided to implement the reform and what are the expectations of this reform. Moreover
sets a precedent for the future to evaluate the success or failure of the reform by having a firm
ground of what the expectations and reasons for the reform at the time of its approval was
according to these three groups.

This thesis summarizes the general driving forces in a rail privatization process. A review of
each previously identified driving force for rail privatizations was performed using existing
literature and various public documents. Ten driving forces where identified in the literature
review. Moreover country cases of railway privatization were reviewed to aid in the
understanding of the driving forces and rail reforms. To analyze the opinion on driving forces
for the Norwegian railway privatization, it was used both quantitative and qualitative method;
governmental documents were examined, interviews with relevant industry players were
performed, and a survey sent out to train passengers.

The results demonstrate that there is clearly an opinion about the driving forces and their relative
importance. Some driving forces are not identified applicable for Norway by any of the groups
while others are rated highly relevant. Increase operation efficiency is the most important
driving force for Norwegian rail privatization according to industry players and passengers
while the government point out improved customer service as the most important driving force.
The understanding of the opinions about the relative importance of the driving forces can
contribute to develop the knowledge about the reasons for rail privatizations, the outcomes and
also give valuable input when investigating privatizations in other sectors.
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1 Introduction
1.1 Background

In many countries there has been a reformation wave of the public sector aiming to increase the
private sector involvement. This started in the 1980°s and continuing to this day. Privatization
of national railway systems has occurred all over the world and looking at the status of
passenger and freight services in Europe only very few countries have no access for private
operators (Alexandersson, 2009).

So far, evaluation of rail privatizations has largely focused on the result of the process and
identifying the driving forces. In general, driving forces of privatization are at glance purely
economic, however, the privatizations are much more complex than just a business transaction.
There are political views, business interest, regulations, pressure from international institutions.
Some of them are in purpose kept untold to achieve a greater plan (Mariscal, 2004). The existing
literature shows that some driving forces are the same for rail privatization as for privatizations
of other sectors, greater level of efficiency, improving the infrastructure, general reforms of
privatize state-owned companies and reduce public sector expenses.

Rail privatizations have created both desirable and not so desirable results. Some have been
highly criticized and unsuccessful where some even ended with a re-nationalization and the
state was forced to take back the responsibility and ownership (Abbot & Cohen, 2016)
(Bowman, 2015) (Jupe & Funnel, 2015). The conclusion on the result is dependent on the
purpose of the change. Common for most rail privatizations are that there are high expectations
of the result from the privatization, but no privatization is able to completely live up to all
expectations and in most cases, shortcomings are identified. It is important to keep in mind that
there are conflicting interests in privatization. For the society much of the benefits from rail
transport is associated with externalities rather than revenue and profits. Non-profit public
values, such as safety, accessibility, environmental aspects may be denominated by the
economic value, such as costs minimization and benefit maximization under the privatization
model (Qin, et al., 2014). But the production of rail transportation is not positive in itself it is
only when people travel by train and “consume” that the positive effects occurs. This thesis will
look at privatization from the public sector’s viewpoint where socio-economical maximization
and better welfare is the goal.

Different driving forces have been identified in the literature, but less importance have been
given to the fact that different groups that are affected by a privatization value different thing
and their opinion of the relative importance of the driving forces might not be the same. This
thesis attempts to close this gap by investigating the relative importance of the driving forces
for the rail privatization in Norway according to three different groups, passenger, industry
players and official documentation. The discussion regarding the success of rail privatization is
well documented in the literature but it is not possible to determine if a privatization is
successful or not unless the criteria for a success is determined. It is easier to evaluate if a
change is a success if the main reason(s) for doing the change are known.

Norway has just introduced competition of passenger transportation as part of the privatization
plan and they are also implementing a model for privatization of rail infrastructure maintenance.
There are several other countries that already have done this type of transformation and since
the privatization wave continue even though shortcomings in privatizations are known it is
interesting to find out which are the specific driving forces and their relative importance
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according to these three groups that make Norway a contributing part to the continuation of rail
privatization reforms.

1.2 Problem Discussion

For the last 30 years numerous countries had privatization processes in many public owned
sectors. The driving forces to privatize any sector, in any country are mostly the same (Cavalier,
2008). Most countries have been motivated by the economic benefits that comes with
privatization, better efficiency, more investment, reduce national debt, increase government
income through taxes (Shirley, 1992). However, there are cases where the driving forces for
privatization are not entirely clear when first analyzed. It can be that one driving force is the
one highlighted by the public sector while later on or during a thorough review it is discovered
that there are other driving forces that are valid and maybe have a higher motive than the ones
outspoken.

The global wave of privatization started in 1980’s and the railway sector were not an exception.
Based on examination of existing literature the following driving forces have been identified
for rail privatization:

Code | Driving force Reference

DF1 Public sector debt reduction (Cavalier, 2008) (International Monetary Fund,
2018) (Sanchez, et al., 2008)

DF2 Free up funds (Shirley, 1992) (Cavalier, 2008)

DF3 Increase in operational efficiency | (Abbot & Cohen, 2016) (Tan, 2011) (Cavalier,
2008) (Shirley, 1992) (Starr, 1988)

DF4 Directives for liberalization (Krogstad, 2013)

DF5 Equalize competition conditions | (Nash, 2008)

DF6 Improve the environment by | (Potter & Enoch, 1997) (Monami, 1999)

increasing market share (Samferdseldepartementet, 2018) (Nash, 2008)
DF7 Increase investments (Potter & Enoch, 1997) (Shirley, 1992)
DF8 Increase innovations (Dias & Trindade, 2015)
DF9 Ideological reasons (Cole & Cooper, 2006) (Knowles, 2013)
DF10 | Improve customer service (Nash, 2008) (Potter & Enoch, 1997)

Table 1.1 Driving forces for rail privatizations

The first driving force is coming from the overall debt situation of the public sector or the high
debt level in the state-owned company. One way to reduce the public sector debt is to transfer
the state-owned company to complete or partly private ownership. Through that handling the
debt will move from the public sector to the private sector and decrease the debt level for the
state. The second driving force, Free up funds is related to the debt reduction but here it is about
rearranging the funds the public sector has. If it is possible to reduce or remove the need to
spend money in one sector this money can go somewhere else instead.

Increase in operational efficiency is the third driving force listed and one of the most commonly
used in the argumentation for privatizations. The reason for this is the theory that incentives to
maximize profits will drive down costs through improvements in efficiency (Abbot & Cohen,
2016). Directives for liberalization are found as a driving force since there are directives for
example in the European union that are directing that markets shall be liberalized and open for
competition. Liberalization does not automatically mean privatization, but these directives are
pushing the sector in the direction of privatization.



Equalize competition condition is the fifth driving force identified. This driving force is
identified in areas where one would like to equalize the prerequisites and competition
conditions between suppliers using different technologies for the same service. If one company
is state-owned and its competitors are not, they do not compete fairly with the same
prerequisites. Improve environment by increasing market share might not so straight forward
as the previous driving forces, since protecting the environment is primarily a driving force for
shifting transport mode from road transport to rail and not for privatizing rail. But it can be seen
as a driving force for privatization if arguing that to increase the rail market share a reform of
the rail sector is required (Monami, 1999) and that a state-owned rail sector is not offering the
required services for making the shift happen.

Increase investments and increase innovations are both driving forces that are related to the
introduction of private financing into the company. Both investments and innovations need
financing and a risk willing environment, and both of these are more present in private
companies than in state-owned companies. Ideological reason is listed as driving force number
nine and this is the political belief on the right wing that market economy, where economic
decisions are based on the interaction between users and producers, is always better than
planned economy, where a central organization is taking economic decisions regarding
production and distribution.

Improve customer satisfaction is the last identified driving force for rail privatization. Improved
customer satisfaction can include many things, but it can also summarized be explained as a
quality improvement of the service. Privatizing is not a guarantee that the quality will increase
but the idea is that an improved service level will create a demand increase.

There are many driving forces that are common for rail privatization in different countries but
there are also some forces that differ between countries. The driving forces could depend on
the demographic, geographic and economic features as well as the condition on the existing
railway system and intermodal competition (Krogstad, 2013). Previous studies show many
similar driving forces for rail privatization but also many different models for rail privatization
and many different outcomes from the privatization process. That different countries choose
different models for privatization could be because they value different driving forces. The
differences in prerequisites and driving forces could affect the choice of privatization model,
both in what the country chose to privatize but also the organization structure and how they
choose to privatize. The existing rail privatization models are very country specific, and it is
hard to find two identical models.

Even though the literature describes several shortcomings in rail privatization the number of
countries choosing to privatize increases. A reason for that might be that the positive outcomes
connected to one driving force is valued higher than the negative effects.

Many previous studies have examined the outcome of privatization processes but not always
connected them to driving forces. One of the recurrent subjects of analysis after a privatization
process is to answer the basic question if the privatization was successful or a failure, which
seems to be a simple question, however, to define an acceptance criterium without including
the driving forces and their relative importance can lead to an ambiguous result. It is only
through the relative importance of the driving forces that an evaluation of the expectations and
results of a privatization process can be assessed. However, the outcomes from a privatization
reform is also valued different depending on which group that is asked. An outcome where
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private sector companies get more influence, more work, higher margins and results will be a
positive outcome for the companies but if the reform also mean less comfort on the trains and
higher train tickets, the passenger will believe that the outcome from the reform is negative.
Since the outcome of a rail privatization is connected to the relative importance of the driving
forces. The opinion of what is the most important driving force according to different groups is
interesting because the opinion on the outcome of the rail privatization will be reflected on their
view of the relative importance of driving forces. Therefore, a better understanding of the
driving forces and their relative importance for the Norwegian rail privatization according to
the different groups is prudent.

1.3 Problem Formulation

The information about driving forces in a privatization process come from different sources;
governmental information, political parties, and media. Every source will have their own view
about the driving forces. Moreover they have their own agenda and some sources will avoid
mentioning some driving forces or amplify driving forces that are little relevant. Every
stakeholder in a privatization process will also have their own opinion on which are the driving
forces, and which are the most important of these driving forces.

While researchers have identified general driving forces for rail privatizations the opinion from
different stakeholders regarding driving forces and their relative importance is an unexplored
area. The purpose of the thesis is to gain understanding in the driving forces for the Norwegian
rail privatization and the opinion of the relative importance of the driving forces according to
different affected groups.

It is expected that different groups might have opinions that could differ regarding the relative
importance of the driving forces, this research captures this differences or similarities of three
selected groups, government, industry players and train passengers.

Norway is chosen as a case study since Norway is in the midst of a rail reform which is
somewhat later than in other countries and the opinion of which are the driving forces and their
relative importance can now be identified without being affected by the result from the
privatization reform.

1.4 Thesis structure

In the first chapter rail privatization is introduced along with identified driving forces from the
literature. In the second chapter privatization and rail privatization in particular is discussed
along with identified driving forces and effects from different rail privatizations. The
methodology for finding the driving forces and their importance for Norwegian rail
privatization according to passengers, industry players and official documentation, is addressed
in chapter three and the findings are presented in chapter four. Chapter five includes the analysis
of the collected data and discussion around the results. The conclusion is finalizing the thesis
in chapter six together with some suggestions for further research.

1.5 Delimitations

The thesis is limited to complete privatization of a service, not including different public-private
partnership models. This study is focusing on rail privatization and other infrastructure
privatizations have not been considered.

11



Rail freight transportation have been privatized for many years in Norway, so the study handles
the privatization of rail passenger transportation and privatization of operation and maintenance
of rail infrastructure and not freight transportation or other parts of the rail sector.

This document captures the differences or similarities in the opinions in the three selected
groups, however it does not research the reasons for these differences or similarities.
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2 Literature review

2.1 Privatization

It is impossible to find a concluding definition of privatization and it depends of each author of
analyses (Shirley, 1992). Moreover, for some analyst the privatization happens only when all
the assets from the public sector are passed to the private (Shirley, 1992). While for some, as
long as there is any private involvement in the public sector there is a privatization process
(Whitfield, 2006). In each element of the privatization there are different opinions and views,
this just shows how complex and broad the privatization phenomenon is.

Privatization theory rests on the theory for principal-agent, property rights and public-choice.
According to principal-agent theory, public companies have an issue where the principal (the
citizen, the taxpayer) elects the government to act on behalf of them and the government in turn
need to contract managers as agents, to manage a company which provide a service to the
principal but the government is not able to give the right incentives to the managers to exert
effort in monitoring the performance of the employees in the company (Tan, 2011). One
fundamental issue in the principal-agent theory is when the principal and the agent have
different interests or goals. Since profit maximization is not the main goal for public services
there will often be conflicts of interests between the principal and agent or groups within these
two actors, for example between politicians and bureaucrats.

One thing that complicates the principal-agent relationship is the fact the agent has information
which is relevant for the principal but not in the hands of the principal, there is asymmetric
information favoring the agent. This will be a problem if the agent uses the information to
promote his own interests over the principal’s interests. The principal need to make sure that
the agent acts in the interest of the principal. There are different ways to achieve this. The
principal can control the agent so the principal get access to the information and the asymmetric
information will be reduced. The other thing the principal can do is to reward the agent for
handling according to the interest of the principal, this is the basis for the principal-agent theory.
The agent shall through his work achieve the goals of the principal. In terms of socioeconomical
view this is a question of how to use scarce resources in the best possible way (Olsen, et al.,
2013).

The issue of incentives is brought up in property rights theory and explains the problem with
state-owned companies in the following way. Incentives for efficiency for state-owned
companies are weak because decision-makers are not rewarded for their efforts (Tan, 2011). In
private companies designated property rights provide the incentive because the decision maker
has the decision rights, bear the risk with the decision and will receive profit for a successful
decision. The lack of property rights results in state-owned companies being less productive
and less profitable than their private sector equivalents (Boardman, et al., 2009). Managers in
state-owned companies needs to get government approval for their choices of cost and quality.
When these levels are decided only a part of the margin will go the company (the manager) the
rest will go to the state. The manager has no incentives of saving money by being more efficient,
finding better solutions or improving the quality since the possible gain from these
improvements will go the state.

To use economic incentives assume that one acts can be explained by rationality and self-
interest. When one wish to maximize the profit, economic incentives will make the participants
act according to an expectation to win or lose. This will increase efficiency since the participants

13



will do its best to win and avoid losses (Olsen, et al., 2013). Applying this to the rail sector ,
theoretically, will the rail infrastructure owner try to increase its income by improving the
capacity of the lines which will give better use of the public sector resources.

Public-choice theory suggests that individuals, including politicians are driven by the
motivation of self-interested maximization (Jing & Li, 2011). The politician might have
personal interests in some special group, unions, regional policy etc. and try to manage the
state-owned company in a way that is best for him/her personally or as Shleifer (1994) writes
in his article “Public enterprises in many cases produce goods desired by politicians rather than
consumers”. Another issue is the bureaucrats and managers that will seek to maximize budgets
and thereby obtain personal favors such as greater power and larger salaries (Starr, 1988).

Contract management makes use of incentives, competition and risk sharing and is one type of
management that is often used when privatizing a sector. Contract management is theoretically
based on principal-agent theory, public choice theory and gaming theory. Contracts are used to
govern how the service/product shall be provided and includes requirements for quality,
delivery and cost. However it is hard but not impossible to include all quality requirements in
a contract without being to detailed and words like “sufficient” and “suitable” are often used
which make the contract incomplete (Sondresen, 2008). The main issue is however quality
assurance of the process when the responsibility is divided in several contracts between
suppliers and contractors.

2.2 Privatization and liberalization

It is needed to clarify that the term liberalization is not the same as privatization, and vice versa.
Liberalization is the process of setting competition pressure to a sector, however this sector can
be fully owned and managed by the government, for example where you have free choice to
choose between public schools (Starr, 1988). On the other hand, privatization will not give more
competition per se (Starr, 1988), monopolies owned by the government can become private but
maintain its monopoly status. Liberalization aims at building competitive market structures.
Competitive market structures mean that several companies are operating in the same market
offering the same or a differentiated product or service (Besanko, et al., 2017). Although in
several sectors a liberalization process has been completed, the evolution towards highly
competitive market structures has not or only very partially been achieved in most sectors and
countries (Flecker, et al., 2009). Studies and experience of liberalization have shown reduced
costs and better quality in the short term, but the long term consequences are insecure. One
negative consequence can be increased transaction cost but very few studies have looked at
that. The socio-economical effect is also unsure and hard to estimate (Krogstad, 2013).

2.3 Natural monopoly

Property rights theory has earlier been discussed but the relationship between decision rights
and profits are less straightforward when it comes to natural monopolies. Public infrastructure
such as energy and transport typically have natural monopoly features in that scale of economies
make it too costly to duplicate networks such as rail tracks and transmission and distribution
centrals. It is argued that monopoly characteristic undermines arguments for private ownership
because the incentives to innovate and improve efficiency to maximize profit depend on
competition and not ownership structure (Tan, 2011).
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The absence of competition gives the company the possibility to increase price or reduce quality
since the customers have no other alternative. With the assumption of profit maximization the
company will set the price equal to marginal revenue and the quantity produced will be lower
than what is socio-economical optimal (Besanko, et al., 2017). This failure can theoretically be
solved by having public ownership of the company.

Historically most European countries have organized the railway network in national
monopolies since this was be definition viewed as a natural monopoly with high levels of sunk
costs (Sanchez, et al., 2008). During the 1970’s, following the privatization theory development
when the term regulatory failures (implying that regulations could hinder innovation and
progress) was established, an increase in competition and deregulation reforms changed the
general view of monopolies. (Alexandersson, 2009).

2.4 Privatization as political strategy.

Generally, motives, objectives and challenges for privatization are similar across countries
(Mariscal, 2004). If the country has an ownership policy, privatization is typically justified by
the fact that the company no longer falls within the rationale for state ownership established by
the policy, a political decision. In mature economies state-owned companies are expected to
remedy market failure and provide goods and services for which there is no likely private
supplier. When state-owned companies are no longer contributing to these objectives they are
considered for privatization. Privatization has typically been motivated by changing market
conditions where state-owned companies operate, typically including the entrance of private
competitors (OECD, 2018). Moreover, from the strict economical point of view there is three
reasons why they should implement a privatization; improve the use of public resources,
improve efficiency, increase in investment and innovation (Shirley, 1992). On the other hand
there are political views, business interest, regulations, pressure from international institutions;
which some of them are in purpose kept untold to achieve a greater plan (Mariscal, 2004).

Political motives are not always signaled to the public and it can be difficult to get to the real
motives from politicians since they tend to stick to the official version even though there might
be another version with the real motives. One example is the power that employees have
through the unions which forces the government to be more cautious in how they manage the
information, because the involvement of these agents can make the process slower (Kikeri,
1998).

Often privatization is seen exclusively as an economic phenomenon, however it is also a social
and political phenomenon (Whitfield, 2006). Boyko, Shleifer and Vishny (1996) states that
public companies are proved to be inefficient, because they do not pursue the maximization of
the profit but political strategies (Boycko, 1996). However, Starr (1988) says something totally
opposite, the privatization has more to do with politics than with economy, representing the
conservators fighting against a strong state (Starr, 1988). Basically, both privatization and
public ownership are pursued for political strategies rather than just an economical model,
according to these two authors. Politicians wants to keep the public sector to capitalize
employees’ votes, through the public companies offering better salaries and benefits (Boycko,
1996). While other politicians want to reduce the power of the dominant party by privatizing
the public companies and breaking the capitalization of votes (Starr, 1988). Often privatization
definition is manipulated by the politicians claiming no privatization to reduce the difficulty of
the political process (Whitfield, 2006).
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2.5 Identified driving forces

In order to identify and evaluate the driving forces and their relative importance it is the outmost
important to fully understand each of them. The following sub-chapters are intended to bring
clarity about each driving force using the selected literature.

2.5.1 Public sector debt reduction

One common argument for privatizing public sector is to reduce public sector debt. The debt
could either be sector specific or it could be that the government like to reduce the overall state
debt. There are different ways to handle debts. Transferring the public debt associated to a
privatized company is an easy way to reduce the overall country debt and spending (Cavalier,
2008). Another way is to put the state-owned company out on the stock exchange market and
sell a part of the state stakes to private investors, creating private shares (Cavalier, 2008). A re-
organization of the sector could also stop an increasing debt situation and create new ways of
receiving income through privatization of parts of the sector, where the private parts will
participate in paying down the overall debt.

Since all countries in the world have national debt varying from 0,05% to 235% of gross
domestic product (International Monetary Fund, 2018) the driving force to reduce debt is valid
for most countries. So more or less all countries are working on different strategies to reduce
their debts.

Many national rail companies faced a problem with steady loss of market share to other forms
of transport at the end of the 20" century. This led to high financial losses and high debt levels.
(Sanchez, et al., 2008)

2.5.2 Free up of funds

While handling state debt is a mean to reduce the debt level of either the state-owned company
or the totally debt level of the state, free up funds are related to the distribution of money that
the government do between their different responsibility areas through the national budget.
Countries have high priority commitments like, education, health, safety and nutrition but
limited resources (Shirley, 1992). These commitments require extensive spending, privatization
is a way to freed resources that are being assigned to public companies (Shirley, 1992). It is
mainly a reorder of priorities for the limited funding the governments have. For example, in
Mexico when the main airline was state-owned, the investment to re-new the fleet would cover
the cost of paving all unpaved roads (Shirley, 1992). As soon as the company becomes private
the state has freed up funds to be used in other areas. Another objective of privatization is that
the former state-owned companies become profitable so subsidies can be reduced, and they can
also help to increase tax revenues (Cavalier, 2008).

2.5.3 Increase in operational efficiency

To improve the level of efficiency one option is to privatize the company. The main argument
for doing so is that incentives to maximize profits will drive down costs through improvements
in efficiency. (Abbot & Cohen, 2016). The private company want to make as much money as
possible, maximize profit, and one way of doing this is to work smarter and use less man hours.
The company can then restructure and reduce the number of employees and decrease the salary
cost or perform more tasks and increase the revenue. Increased efficiency will give the private
company the possibility to improve the service and the lower cost will enable further
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improvements which will give better or new services which they can sell and get more income
(Tan, 2011).

However, when the privatization takes places as a pure process and does not includes changes
in liberalization or regulation, it is not certain that the efficiency improves (Cavalier, 2008).
Competition will force the company to be efficient to keep up with the competitors. Nonetheless
privatization can improve efficiency inside the companies, just because the implementation of
practices of the private sector (Shirley, 1992). In the private sector there are many management
practices that are standard and can be implemented in any sector, providing benchmarks for
monitoring the efficacy and efficiency. The improvement could also be because privatization
represents a move toward competition (Starr, 1988). And even if it is only a threat of
competition it will affect the company to be more efficient.

The reason for state-run railways being inefficient are that there are no incentives for improving
the efficiency, the railway has been given money from the state for operating and maintaining
the railway without any or soft budget constraints or time limits. If they have failed to reach
milestones and deadlines, there has not been any impact for the company. The only consequence
is administrative work, to request more money and/or inform about delays. After that they can
continue working as previously.

2.5.4 Directives for liberalization

In Europe there are some EU directives which have affected the development of privatization
of the railway in Europe which is in line with the purpose of the European Union, free
movement between the member countries for goods, capital services and labor. It started off
with the EU directive 91/440 which brought in separate accounting systems for railway
infrastructure and operation. And in 1995 the EU directive 95/18 was issued giving guidelines
on how EU countries shall provide licenses to companies for operation rail transportation and
that this license is valid in all member states, opening for competition on freight transportation.
Several subsequent directives have come with first, second, third and fourth railway packages,
clarifying and extending the previous directives and in 2012 the Single European Railway
Directive allowed companies other than those that owned the rail infrastructure to operate on
the lines. The third railway package included a requirement that all international passenger lines
within the EU should be opened for competition. These regulations have all pushed the sector
towards privatization even though the Treaty of Rome includes a guarantee that the European
Commission would always take a neutral view of the ownership of companies. Several of the
member countries have also been very reluctant to introduce the changes in the rail sector and
EU reported in 2008 that 24 out of 25 members (countries) had broken one or several of the
directives (Krogstad, 2013).

2.5.5 Equalize competition conditions.

Intermodal competition is when different technologies offer the same service. One driving force
for privatization could be to equalize the prerequisites for intermodal competition, using the
same cost-benefit framework for all different suppliers, achieving fair competition between
suppliers (Nash, 2008). Intermodal competition is common for transportation sector but is also
valid for telecommunication and the postal business. To equalize the competition conditions in
the transportation sector would make the different transportation modes like, sea, flight, road
and rail compete on the same terms for the customers.
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2.5.6 Improve the environment by increasing market share

The role railways could play as part of a more sustainable transport system has historically been
of very little concern (Potter & Enoch, 1997). It seems like this is about to change due to the
climate changes the world is experience but the environment has not been any main driving
force for rail privatization, historically. To protect the environment is primarily a driving force
for shifting transport mode from road transport to rail and not for privatize rail. But the worrying
development of car ridership could be considered as a driving force for privatization if arguing
that to increase the rail market share a reform of the rail sector is required (Monami, 1999). In
that sense reducing negative environmental externalities by increasing rail travelling, can be
seen as a driving force for privatization. The sector can be hold back by regulations for public
companies or there can be unequal competition conditions which is discussed earlier as a
driving force. There can also be that public sector lacks some service which is limiting. One
example was the failure of the rail system competing for markets share in international freight
traffic as no one took responsibility for the through transit and border passing (Nash, 2008).

Rail has a competitive advantage over road transport for transporting goods over long distances
and transporting bulk products and passenger traffic between and to major cities (Kurosaki &
Alexandersson, 2018). To increase rail traffic volumes can be a driving force for privatization
since the objectives for the public sector is to offer a transport system that is safe, enhances
value creation and contributes to a low-carbon society (Samferdseldepartementet, 2018).The
European Union has decided to adopt a resource-efficient transport system that will enable a
decrease in emissions and therefore set goals for model shares of railways. 30% of road freight
travelling over 300km should shift to rail and water by 2030 and more than 50% by 2050
(Zdenek, 2017). To be able to reach those goals, privatization might be the way to do it.

If competition is introduced into the market this can lead to increased number of train
passengers since the competition might introduce a more aggressive marketing of train services
attracting new customers (Potter & Enoch, 1997). But to move freight or passengers over to rail
requires a reliable and stable rail infrastructure, if that is not in place the shift can go from rail
to road instead of the opposite.

2.5.7 Increase investments

An important benefit of privatization is for private investment to pay for commercially
remunerative improvements (Potter & Enoch, 1997). For example, an increase in investment in
order to increase production, services, coverage etc. These investments occur in taking risks,
which governments usually are not very keen in taking (Shirley, 1992). Privatization can lead
to higher investments thanks to the introduction of private financing (Potter & Enoch, 1997).
The private companies do not have the political constraints that make it hard for public
companies to raise finances needed for new investments (Shirley, 1992). Moreover, the
investments coming from the national budget are politically complicated because they will
require funding that can be used for different purposes. Privatization almost always cause an
increase in investments due to the stronger incentive to recognize opportunities and seize them
more aggressively than in public sector (Shirley, 1992). Investments always include taking
some risks and public sector managers rarely get rewarded for taking risks and sometimes they
even get punished for unsuccessful risk-taking. Private companies are always used to take risks
in return of a bigger profit, while in public sector any risk is seen as an unnecessary situation.
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Better train facilities also lead to investments in other sectors than rail. In communities working
with urban development the so-called rail-factor is well known. The rail-factor is the difference
if a transport hub includes train traffic or not. Cities having transports hub including train grow
much more than cities without train (SH7).

2.5.8 Increase innovations

Improve efficiency and productivity has earlier been discussed as driving force for
privatization. One way to improve efficiency is to introduce new advanced technology. This
require financial resources for investing in a new technology and also the willingness to take
on some risk, similar to what has been discussed for investments. Private companies are more
willing to take on such risks due to the efficiency incentives in private companies. A private
company acting in a competitive market is dependent of having products that are attractive and
if their product is less valuable than their competitors it won’t be chosen. One way to improve
the product is by innovation. Innovation can create a more attractive and better product, but
innovation can also be used to increase the efficiency through new processes or tools.
Innovations require money/investments and as discussed for the previous driving force,
investments require risk-taking. The environment in public sector is much more unfit for risk-
taking with no reward when the risk-taking was successful and a threat of punishment at un-
successful risk-taking.

Innovations made in one market can also be applicable in other markets. The European Union
have realized this, and one goal of the European Union railway policy is to promote European
technology in other markets (Dias & Trindade, 2015).

2.5.9 Ideological reasons

The severe economic recessions in 1974-75 and in 1981-83 was one driving force behind
privatization throughout the world since it converted many skeptical to the right’s ideology and
the benefits of market economy. During these years it was seen that the state was not able to
manage the economy and that privatization would provide realization of money and give the
government economic benefits. (Cole & Cooper, 2006). That privatization is a political decision
have been seen in several countries when reforms have been stopped after a government shift
to the left.

Transport privatization reflects neoliberal ideology that the state should limit its role to
regulations needed to ensure fair competition and safe operation of transport services (Knowles,
2013).

2.5.10 Improve customer service

One of the fundamental aims of the rail reform process in Europe were to improve rail service
quality (Nash, 2008). The customer service for passengers can be improved in many ways,
punctuality, reliability, higher frequency, safety and comfort. It can also be increased by adding
more services for example through smooth transport mode exchanges. Several rail passenger
operators also operate buses so increased integration between different transportation modes
could be a gain. (Potter & Enoch, 1997)

Privatization of a sector does not automatically lead to better service to the customers. Private
companies try to maximize the profit and minimize costs through increased efficiency. The
main issue with cost minimization is that one way to minimize the cost is to lower the quality.
To mitigate this unwanted action, contracts are written between the state and the private
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company, in which quality requirements are stated. The written requirements and obligations
can then be monitored by the state. The problem arises when quality is hard to specify in a
contract and this is one of the reasons why privatization of welfare, such as health, education
and elderly care, have had issues. One method for keeping the quality level at a satisfying level
is to add competition. Competition will force the company to keep the quality level. If they try
to reduce the quality level the consumers will switch to a competitor since they will then have
a better product.

An improved service level (in quality and/or quantity) could be a competition advantage and
create an increase in the level of demand. Privatization could also have a positive impact on the
customer service through new ways of using and training staff which could improve customer
care.

2.6 Rail privatization models

There are many different models of rail privatization where some have been more successful
than others. Each country can also choose to have one model for passenger transportation and
another model for freight transportation, it can also choose to privatize the rail infrastructure or
only the transport operation. The rail infrastructure can be privatized as a whole or only the
maintenance of the infrastructure can be privatized. Even though several studies have been
performed investigating the performance and efficiency of different models, there is still not a
conclusion that one model is more efficient then another, studies are giving different answers
and the researchers disagree (Krogstad, 2013).

When privatizing an existing railway industry, it is possible for the industry to be vertically
integrated or vertically separated. Vertically integrated means that one company is responsible
for both the rail infrastructure and train operation services on a specified line. When the rail is
vertically separated the train operators must seek access from the rail infrastructure owner to
run the train. The train operation can also be horizontally separated with open access to the
tracks for competing operators. This means that several operators can apply for the right to use
the same tracks as long as capacity allows it. This has been most common for the freight
transport sector even though there are also passenger services in some countries with open
access. The alternative is competitive tendering or franchising bidding (which is also referred
to as for the market or for the track) where the operator gets monopoly to operate a certain line
for a specified time period. It is also possible to have a limited amount of open access
competition utilizing any remaining spare track capacity not used by the franchised passenger
rail operator or freight operator (Knowles, 2013).

There are also different models for pricing for the operators, marginal cost pricing, Ramsey
pricing, two-part tariff and pricing based on shortage. Marginal cost pricing is the system that
will give the optimum infrastructure offer for the public sector. It means that the operator shall
pay for everything the rail transportation causes the society in terms of wear on infrastructure,
delays, noise, pollutions etc. (Olsen, et al., 2013). However it is shown that the price that gives
effective use of the rail network is too low to cover the cost for maintenance of the
infrastructure. The marginal cost in Sweden and Finland is only covering for 20% of the cost
for maintenance of the infrastructure (Olsen, et al., 2013). Marginal cost pricing is not profitable
for the operators and the operator need to receive subsidies for their services. The operators are
getting paid for running lines which they should not have run if they only received the income
from the passengers. There is also a risk that other transport modes get a competition advantage
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if the marginal cost shall be covered by the train operators but not by operators in other traffic
modes, especially for road traffic (Olsen, et al., 2013).

Several countries have also regionalized the responsibility for the rail operation. Regional
responsibility gives more flexibility for coordination with other local public transportation, like
bus and ferries, which is a benefit. Regional authorities in both Stockholm and Helsinki have
successfully used their position to promote investments in the infrastructure (Krogstad, 2013).
One challenge with regional authorities can be that they have different interests than the national
authority for example localization of new stations and financing of investments projects. It can
be that when national and local traffic shares the same rail network the total traffic volume
require increased capacity in the network but no one is willing to initiate a development project
with the risk of taking the responsibility with financing the project (Krogstad, 2013). The
advantage with the state having the responsibility is that they will have the total overview and
can coordinate with national investments (Krogstad, 2013).

Ex post competition is when there is competition on a service after a contract is rewarded. For
train this is competition by other means of transportation such as car, buses, boats and planes.
So even if there is a monopoly situation on the rail, the transport company will meet external
competition. The level of external competition will be different in different geographical areas.
The level of external competition is also one factor that matter when rail privatization model is
chosen.

2.7 Observed effects

Different models are chosen based on the prerequisites, those prerequisites are also setting the
premises for the outcome of a rail privatization and they are also affecting the driving forces.
One can also suppose that the outcome of a rail privatization is connected to the driving forces
that started the process. and possible also the relative importance of the driving forces

The outcome from a rail privatization is what is most interesting for most parts. Like with most
things, rail privatizations are not black or white, but both. There are some positive effects and
some negative effects. What is interesting with the outcome from rail privatization is if a
specific effect can be connected to a driving force. But it is not always easy to see the effects
and to determine from where an effect arise and sometimes it can also be hard to tell if an effect
is positive or negative. A positive economic effect in the short term can be welfare negative in
the long term. To develop this further, effects and their characteristics will be discussed in this
chapter.

The government need to consider all stakeholders (passengers, private companies, operators
and infrastructure provider) views and welfare when making decisions concerning
infrastructure, in addition of being a major stakeholder themselves. To decide if a specific
project is beneficial for the society an analysis is normally performed. Cost benefit analysis is
the most commonly used socio-economic tool used to decide if a public investment project shall
be implemented or not, but these analyses are not done for large reforms as rail privatizations,
but for certain lines and specific projects like building a tunnel or a new station. And even if
they were used there are several shortcomings with the analysis. Different countries use
different cost-benefit methodologies and also different premises for the railway investment
analysis which gives different results. One example is the appraisal period which in Norway is
set to 25 years while Denmark uses an appraisal time of 50 years. So socio-economic
profitability is by no means an absolute measure and the result from a cost benefit analysis is
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generally not suitable as a criterium for implementation (Jkland, 2009). But if there would had
been a suitable socio-economic tool for calculating the profitability from a rail privatization this
could had been used to compare the effects after implementation. This would give a basis to
conclude if the privatization was a success or not. But as this is not the case, the different effects
need to be considered, one by one.

Increase the number of people travelling by train and rail transportation is important since the
society pay for a lot of cost related to road travelling, such us road damage costs, road safety
costs and also the cost for the negative impact on the environment with pollution, high energy
consumption and congestions (Abbot & Cohen, 2016). Indirectly, reduction in passenger
service and service quality is a problem, because a reduction in service will most likely have a
negative impact on the number of passengers. More people will choose other transportation
means like car and flight if there aren’t enough departures and/or bad service on the train or the
ticket prices get to high. If an issue with train scheduling is leading to a reduction in service
level for the passenger this will also be negative. Withdrawal of operation and closing of lines
will definitely be negative for the end-users but it can also be negative for the society since
there can be a motive to keep unprofitable services and lines open for socio-economic reasons.

From the public sector view it is most efficient to produce lines with high number of passengers.
A line can be cost effective if the production of the line is performed with lowest possible cost
but that doesn’t mean the line is adapted to the passengers need. From a socio-economical
perspective it is important that the train goes as scheduled and there are no interruptions in the
traffic, so the passengers are not delayed, and will not reach their appointments and work hours.
An improved quality level with shorter travel time, less delays, increased comfort and more
departures will give high welfare gains, but the improvement is most likely dependent on
several factors such as new trains, new technology and new and improved rail infrastructure.
So it is not possible to say that rail privatization will lead to a higher quality level. In a European
study of privatization of public services and the impact on quality, employment and productivity
(PIQUE), it was shown that privatization showed improvements in quality through speeding up
processes, using new technology or enhancing responsiveness but measures to enhance quality
seemed to be confined to areas where they did not conflict with the aim of cutting cost and
employment (Flecker, et al., 2009)

Increased efficiency is one major driving force for privatization, but efficiency is one example
of an effect that is hard to measure. To be able to evaluate the change in efficiency it is required
to have consistent numbers from before and after the privatization but due changes in
organization and definitional relations, numbers that first seems comparable might not be. The
PIQUE (Flecker, et al., 2009) project is one of very few studies that have explored the
consequences for productivity from privatization processes. The result is that it appears that the
reasons for increased added value primarily arise by changes in technologies and increased
demand level in the overall economy than from the privatization process and where
liberalization and privatization had a significant impact on productivity, the more efficient
resource allocations mainly stem form job reductions (Flecker, et al., 2009).

To have high safety levels and avoid accidents is also important since it is costly for the public
sector when people need health care, there are damages on material and there is need for
investigation work. One threat to a high safety level is the issue of being able to include all
quality requirements in a contract. Even if the quality of the end-product/end-service is
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described completely in the contract, the process also needs to be completely described to avoid
accidents (Sondresen, 2008). This is especially important when there are many suppliers and
the end service is divided between several suppliers in separate contracts.

If there are few or no competitors, the fundamentals for reaching the benefits for a competitive
environment is not in place. These circumstances might lead to contracting issues, where the
supplier have an advantage in the negotiations of a contract, and it can end up not being optimal
for the public sector. There is also a threat that suppliers that meet regularly find forms of
cooperation that does not break the law of competition but make them create an environment
where the suppliers split the market or keep high prices by hiding the marginal cost (Olsen, et
al., 2013). In many cases the privatization processes did not resulted in a sustainable
competitive market structure even though there were an initial expansion of providers (Flecker,
et al., 2009). Hence, privatization reforms will not automatically lead to a competitive
environment that the theory suggests is necessary for the end-user to maximize the benefits
from the reform.

It is possible to reduce cost by privatization in the rail sector, but it is dependent of good tender
processes and good contracts (Sondresen, 2008). If the cost for the rail sector increases and/or
it is required to continue with high subsidies after privatization it will be negative for the state
since they will not free any funds to be used in other sectors. Suppliers not investing can lead
to under-investments which might lead to higher subsidies to the sector. A decrease or status
quo in efficiency level will most likely also trigger higher subsidies to the sector and that is as
mentioned a negative effect. To renegotiate contracts with suppliers is not a desirable situation
since it will require extra time for the regulatory company to renegotiate and hence it will be
increased cost for the company and thereby the state. Even worse is if the suppliers get into
financial trouble and they are not able to fulfill the contract and a whole new tender process
need to be performed. Suppliers not able to fulfill the contracts can also lead to decrease in
passenger service and service quality. To be able to reach the positive effects from a
privatization process it is important that the state agents have competence within procurement
and subcontracting management.

2.8 Experiences from rail privatizations

It has earlier been claimed that there are several shortcomings in the rail privatization history
but there are also several positive effects from rail privatization. As discussed previously the
importance of driving forces might affect the effects from a rail privatization. It is possible that
some driving forces will lead to some positive effects and the lack of some driving forces will
lead to some negative effects. This section will provide an overview of observed effects for UK,
Germany, Sweden, Australia and Japan based on a literature review.

2.8.1 Rail privatization in UK

Already in the early 1980s privatization of the British railway system was discussed but it was
not until 1992 when the conservative government presented a White Paper called New
Opportunities for the Railways that the privatization process started (Alexandersson, 2009). In
UK the privatization plan stated that the aims behind the railway privatization reform were to
make better use of the railways, ensure greater responsiveness to the customer, higher quality
of service and better value for money for the public (Alexandersson, 2009) but the ultimate
driving force for railway privatization was the ideological conviction that market competition
was the solution to economic problems (Parker, 2013). The neoliberalism which has been very
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strong in UK limits the role for the state to regulations needed to ensure fair competition and
safe operations (Knowles, 2013). It was expected that by introducing competition and business
efficiency, the cost for the sector would decrease. The cost reductions were expected to
eliminate public subsidies in the long-run and even produce net payments to the government
(Jupe & Funnel, 2015).

The rail reform in UK is the most comprehensive of all rail privatizations with a complete
vertical and horizontal separation and privatization of both the infrastructure owner and the
train operator in addition to maintenance of infrastructure and train provider. The rail sector got
fragmentized and at the most there were almost 100 companies involved in rail business. Today
there are not that many, and the infrastructure owner is again state-owned.

The rail reform in UK has almost been a symbol of the failure of rail privatization. A lot has to
do with the major fatal accidents that occurred between 1997 and 2002 (Jupe & Funnel, 2015),
including the severe Hatfield accident in October 2000 which revealed serious shortcomings in
track maintenance procedures and weakness in the franchised train operation companies
(Preston & Robins, 2013). It is also argued that the rail privatization in UK had a significant
negative impact on the safety due to fact that many highly skilled workers lost their job in the
reform, many new entrants in the industry had no or little experienced with railways and the
centralized control organization was lost (Cole & Cooper, 2006). The privatization also led to
difficulties in train scheduling due to the large number of carriers, increase in ticket costs,
reliability decreased with increase in delays and the quality of passenger service declined due
to reduction in investments in new trains. The track authority went bankruptcy and the
government had to finance the company and for the 10 year railway renovation program, 65
billion pounds sterling were allocated from the state budget (Jarasuniene, 2009).

One positive effect during this time was the rapid increase in passengers. However, the growth
in number of rail passengers had more to do with rising incomes than privatization which only
contributed with a smaller part (Knowles, 2013). One interesting observation is that despite all
the negative mentioning about the privatization of the rail industry in UK, UK are now in the
top four countries in Europe looking at overall population satisfaction with rail services
according to the Eurobarometer 2018, only Ireland, Austria and Luxembourg are above. Rail
services includes information access, purchasing tickets, complaint handling and train stations.
When looking at satisfaction with rail travel, meaning satisfaction with availability, reliability
and services and standard on the train, UK scores above average as 12 out of 26 European
countries but not with a significantly good result. But they are again in the top when looking at
the satisfaction with the accessibility of rail travel, where UK reaches a top three place, when
accessibility of booking process, travel information, stations, train carriages and assistance for
persons with disabilities are considered (European Union, 2018).

2.8.2 Rail privatization in Germany

The transformation in Germany started in 1991 with a proposal to create a new railway holding
company that initially would be owned by the government but later privatized and became a
reality in 1993 when the reform was started to be put into practice (Alexandersson, 2009).
Germany has a partly vertical integrated and complete horizontal separated model, where the
infrastructure provider and the major train operator are part of the same holding company. There
are several train operators, but high qualification requirements made barriers for entering the
market, so competition conditions were not the best in the beginning with few bidders
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(Alexandersson, 2009), (Jarasuniene, 2009). In Germany the privatization was successful in
economics terms with a saving of 90 billion Euro in the period of 1994-2004 but at the same
time the high subsidies were not reduced (Jarasuniene, 2009). The passenger servicing quality
also improved with higher frequency and punctuality (Henmo, 2019).

The competitive tendering for passenger transport has been regarded a success but some
problems have occurred, like allegations of predatory bidding and unrealistic bids and also that
operators could not provide the service they had been contracted for (Nash, 2008). According
to the transport authority who are handling the contracting this will be dealt with by weighing
quality higher and price lower in the coming bid evaluations (Henmo, 2019). Another issue is
that the efficiency has not raised in the railway system after privatization (Sanchez, et al., 2008)
and lately the punctuality and quality of service has decreased significantly (Connolly, 2018).

2.8.3 Rail privatization in Sweden

In 1988, Sweden initiated a rail reform that was the starting point for privatization of rail
passenger transport. The state-owned company had huge debts and privatization and a rail
reform was the mean for handling the increasing debt and avoid the problem of market failure
for the state-owned company (Alexandersson, 2009). It was a lack of competitiveness against
other modes of transport but the state could not grant more money to the financially exposed
state-owned rail company as it could be seen unfair from the viewpoint of other transportation
firms (Kurosaki & Alexandersson, 2018). So in addition to the driving factors, improve
efficiency and improve financial situation, the reason for rail transport privatization in Sweden
was to make the conditions for rail more equal to those for road with a state-owned company
being responsible only for the national rail infrastructure and not for operating transports
(Alexandersson, 2009). The monopoly situation with the state-owned company being
responsible for both infrastructure and operation also showed to have negative impact. It was
hard to improve quality and investments on the local transportation since the national lines
where considered more important (Krogstad, 2013).

Sweden has a vertical separated and partly horizontally separated model for the rail industry
with a state owned infrastructure provider and several different train passenger companies
operating on local and regional lines in Sweden. New entrants have introduced several changes
into the train business which have gained the passengers, such as new pricing schemes and new
more user-friendly booking system (Alexandersson, 2009). The decentralized responsibility for
regional passenger lines appears to have brought better coordination of regional train services
with bus services which is also to the benefit of the customer (Alexandersson, 2009). The state-
owned company which struggled with increasing debt managed to become profitable in 2004,
16 years after the rail reform (Kurosaki & Alexandersson, 2018).

One issue with the privatization has been private operators that is not fulfilling the contracts
which have caused fewer trains and disruption of services, two operators have also been
bankrupt. There has also been issues with too few companies bidding for the operation on some
lines which is hindering a competitive environment. (Alexandersson, 2009). A reason for that
can be that Sweden is a country with relatively few inhabitants that are populated over a large
area which gives a low earning basis and therefor will attract fewer operators (Krogstad, 2013).
The net cash flow from the state and regions has also increased from SEK 4,2 billion in 1988
to SEK 21,2 billion in 2015 (Kurosaki & Alexandersson, 2018). The split between a single
company and the whole sector has also been seen in other privatization and liberalization
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process where privatization-related productivity gains recorded at company level do not result
in productivity growth for the entire sector, let alone for the economy (Flecker, et al., 2009).

2.8.4 Rail privatization in Australia

In the end of the 20™ century, many of the railways in Australia were privatized. A key driving
force for rail privatization in Australia and New Zealand was the view that state-run, monopoly
railways are inefficiently operated (Abbot & Cohen, 2016). Also, the privatization of the rail
industry took place as part of the general reform of state owned companies (Abbot & Cohen,
2016).

In Australia, it was realized that private operators may pursue a strategy to maximize net income
in the short-term by reducing maintenance on infrastructure and then exit the industry when the
track deteriorates (Abbot & Cohen, 2016). The underestimation of the amount of investment
required in track was one reason why privatization in Australia failed and infrastructure was
bought back to the state in the first decade of 21 century (Abbot & Cohen, 2016). In the
suburban areas there were some positive experiences after privatization, the passenger volume
increased, and levels of efficiency improved so the level of subsidies decreased compared to
when the rail was under government ownership (Abbot & Cohen, 2016).

2.8.5 Rail privatization in Japan

Driving factors in Japan for the rail reform was the lack of competitiveness against other modes
of transport which led to financial difficulties and the need to do something. Besides the
financial difficulties the national rail company also faced criticism for ineffective management.
(Kurosaki & Alexandersson, 2018). For state-owned rail infrastructure there can be a motive
to keep unprofitable services and lines open for socio-economic and political reasons. The
problem with this is that the investments are typically halted when a line or service start to make
losses, and this creates a bad circle making the conditions worse (Kurosaki & Alexandersson,
2018). To privatize the rail might help increase the investments. Japan implemented
privatization in 1987, by breaking up the national rail company into six vertically integrated
and horizontally separated private rail companies.

The reform of the Japanese national railway was considered successful as both the transport
volumes and the productivity increased substantially (Kurosaki & Alexandersson, 2018). The
status lately is not that positive, at least not for all lines. The three railway companies providing
services on the smaller islands are struggling mainly due to decreased population and one of
the unprofitable railway companies have had negative cash flow since 2016 which has stopped
them from investing in improvements which lead to decreased service for the passengers
(Kurosaki & Alexandersson, 2018). One of the unprofitable companies is operating on the
island of Hokkaido which is a very popular tourist destination and it is argued that it is necessary
to keep some lines even if they are not profitable as the area receives benefits from the
contribution of the railway to an improved attractiveness to tourists (Kurosaki &
Alexandersson, 2018).

The problem with the horizontal separation is that a line with few passengers which is losing
money is not creating any income for the company compared to if you have one owner of the
whole infrastructure. In that case a week line in respect of passengers can be unprofitable locally
but create profit to the whole system by transporting traffic to the main lines. (Fridstrem, 2019)
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2.8.6  Summary of driving forces and observed effects in five countries
The following table shows a summary of identified driving forces and empirical findings of rail
privatizations in different countries.

Country | Driving force Positive effects | Negative effects Reference
UK Public sector Increase in rail Continuation of high (Abbot &
debt reduction. passenger subsidies. Cohen, 2016),
Increase volume. Decrease in punctuality. (Alexandersson,
operational Increased prices for 2009),
efficiency. passengers. (Bowman,
Improve Issues with train scheduling. | 2015),
customer service. No change or decrease in (Cole &
Ideological operational efficiency. Cooper, 2006),
reasons. Reduction in passenger (Jarasuniene,
Increase services and service quality. | 2009),
investments. Renegotiations of contracts. | (Jupe, 2012),
Safety issues and accidents. | (Jupe & Funnel,
Suppliers getting into 2015)
financial trouble. (Knowles,
Total cost increase for rail 2013),
sector. (Nash, 2008),
Under-investments. (Parker, 2013),
(Potter &
Enoch, 1997),
(Preston &
Robins, 2013)
Germany | Public sector Free up funds for | Continuation of high (Alexandersson,
debt reduction. other means. subsidies. 2009),
Free up funds. Improvement in | Decrease in punctuality. (Connolly,
Improve the passenger Few competitors. 2018),
environment by | services and No change or decrease in (Jarasuniene,
increasing service quality. operational efficiency. 2009),
market share. Operators not able to fulfil (Nash, 2008),
the contracts. (Sanchez, et al.,
Reduction in passenger 2008)
services and service quality.
Suppliers getting into
financial trouble.
Sweden | Public sector Improved Continuation of high (Alexandersson,
debt reduction. customer service. | subsidies. 2009),
Increase in Increase in Disruption of services. (Kurosaki &
operational innovations. Few competitors. Alexandersson,
efficiency. Increase in rail Operators not able to fulfill | 2018),
Equalize passenger the contracts. Renegotiations | (Nash, 2008)
competition volume. of contracts.
conditions. State-owned Suppliers getting into
Improve the company financial trouble
environment by | reduced debt. (bankruptcy).
increasing Total cost increase for rail
market share. sector.
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travels).

Under-investments.
Withdrawal of operation
(closing down lines).

Australia | Increase Increase in Continuation of high (Abbot &
operational efficiency. subsidies (country travels). Cohen, 2016)
efficiency. Increase in rail Operators not able to fulfill
Ideological passenger contracts.
reasons. volume. Reduction in passenger
Increase Lower level of service and service quality.
investments. subsidies (urban | Renegotiations of contracts.

Improve the
environment by
increasing
market share.

volume (some
areas).

financial troubles.
Under-investments
Withdrawal of operation
(closing down lines).

Japan Public sector Increase in Decrease in rail passenger (Kurosaki &
debt reduction. operational volume (some areas). Alexandersson,
Increase efficiency. Reduction in passenger 2018)
operational Increase in rail services and service quality.
efficiency. passenger Suppliers getting into

Table 2.1 Summary of five rail privatizations

2.9 Norway rail privatization

The privatization reform in Norway is somewhat later than in other countries and Norway have
had the opportunity to study previous reforms and outcomes from rail privatizations. Norway
has also experienced negative outcomes from privatization in other sectors, such as health and
waste handling. With the known information regarding the shortcomings from putting public
sectors out for competition it is interesting to know the driving forces for rail privatization in
Norway. Norwegian railway system is complex due to Norway’s demographics and
geographical characteristics, low population density and extensive fjord coastal topography.
Worsened by the concentration of population is few big cities, making an uneven, demand, cost
and saturation of the railway system.

The first step towards privatization actually happened in 1996 when the state-owned company
NSB was split in two parts, where the new company Jernbaneverket was given the
responsibility of the infrastructure and NSB was made a limited company operating the trains.
The split was not clear, and the companies had several obligations and responsibilities that
crossed each other interests. The actual rail reform in Norway started relatively late compared
to neighbor countries and in May 2015 the rail reform was submitted to the parliament and
received endorsement. The first step of the reform, a re-organization was implemented first of
January 2017 and responsibilities and ownership also changed in this process. For example
were all train stations moved from NSB to Bane NOR which was the new name of the
infrastructure company, given in the re-organization.

The new organization clearly separates the operator Vy, which is the new company name for
NSB, and the infrastructure manager Bane NOR, into a vertical separation of the rail sector.
After the reorganization the railway sector have an organization according to the organization
chart shown below.
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Department of
Traffic
. Norwegian
Railway . g
- Railway
Directorate -
Authority
\ | | | |
Bane NOR SF Vy AS Entur AS Norske Tog AS Mantena AS

Infrastructure manager Passenger operator Sales Ticketing Rolling stock owner Rolling stock
maintenance

Figure 2.1 Norwegian rail organization

The reform also opened up for competition in the passenger operator sector on all tracks in
Norway with competitive tendering. The British company Go-Ahead won the contract for
operating in the south of Norway starting from December 2019, while the Swedish state-owned
company SJ won the contract for running trains in the Northern part of Norway from June 2020.
All of the operators are leasing trains from Norske Tog for performing the service and are bound
to take over the personal from Vy on the lines where Vy loose operation. The contracts for
passenger operation are between the Railway directorate, which operates on behalf of the
Department of Traffic and the operators. The Railway directorate is also contracting Bane NOR
for managing the infrastructure.

From earlier private freight companies are operating on the Norwegian rail infrastructure on an
open access model. The rolling stock maintenance market is already open for competition but
in addition will operation and maintenance of rail infrastructure eventually be privatized. Bane
NOR as the infrastructure manager and responsible for the rail infrastructure recently separated
the part of the organization which works with operation and maintenance and formed a daughter
company, Spordrift. Approximately 1000 employees out of 4000 was transferred to this new
company. Spordrift will be released and become a private company which will compete with
other private companies for rail infrastructure operation and maintenance in 10 geographically
area. The first area will be put out for competition in 2022 and the last area in 2027.
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3 Methodology

The process of privatization is rather complex with many different stakeholders, therefore, a
case study using different sources in a qualitative research method was expected to be the
appropriate research approach to gain insight. It is a suitable method since there is an inductive
approach with a specific explanation. (Ghauri & Grenhaug, 2010). There are three stakeholder
groups included in this study; the government, industry players and train passengers.

The data collection recollection was done differently in each group, passengers through a
survey, industry players by interviews and government through the official documentation,
secondary data. The criteria for the selection of the data collection method was mainly done by
two factors size of the sample and availability to participate.

One issue with qualitative research is the threat of being overwhelmed by the mass of data
(Ghauri & Grenhaug, 2010) and this is valid especially for secondary data but this has been
controlled by thoroughly define the secondary data source. The time limitation for conducting
interviews and survey has also contributed to limit the mass of data.

To tackle the research purpose, methodological triangulation has been used including use of
interviews, questionnaires and documents. The use of triangulation will help to verify the
credibility and validity of the result and capture different dimensions of the research purpose.

Since this is a case study of Norwegian rail privatization it is important that the result from this
qualitative research can be generalized to be valid outside the experimental environment and
apply also for rail privatizations in other parts of the world. The exact opinion on driving forces
and their relative importance will be country specific but the information if there are differences
in the stakeholder’s opinion will be subject for generalization. The use of information from
different sources, including the state, the private sector and the end-users contribute to give a
result that is based on several people and aspects and not dominated by a special group with
special interests or opinions. This increase the generalizable validity of the study.

3.1 Official documentation

The driving forces according to the officials are collected through secondary data from official
documentation. One weakness with secondary data is that the data may not be fit for the purpose
since it is made for another purpose than the study. To get the information suited for this topic
and narrow the number of sources, a strict search methodology was developed for the data
collection. The data source for the secondary data is the Norwegian government official website
www.regjeringen.no. Here we have searched for “jernbanereform” (rail reform) using the
website internal search function. All documents under the theme Transport and communication
was chosen, also documents listed in those documents have been included in the review. The
secondary data sources collected are listed below.
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Code | Document name Document Reference
D1 Meld. St. 27 Pa rett spor Memo (Samferdseldepartementet, 2015)
D2 Meld. St. 33 Nasjonal Memo (Samferdseldepartementet, 2017)
transportplan 2018-2029
D3 Hovudutfordringar for norsk | Report (Jernbanegruppa, 2011)
jernbane
D4 Motereferat, sak nr 8. Transcript (Stortinget, 2015)
Innstilling fra transport og
kommunikasjonskommitten
om Pa rett spor — reform av
jernbanesektoren
D5 Prop. 1S (2016-2017) Proposition (Samferdseldepartementet, 2016)
D6 Prop. 1S (2017-2018) Proposition (Samferdseldepartementet, 2017)
D7 Risikoanalyse av Report (Safetec, 2016)
jernbanereformen
D8 Hoyringsnotat. Reform av Consultation | (Samferdseldepartementet, 2016)
jernbanesektoren — paper
lovendringer
D9 Prop. 1S (2018-2019) Proposition (Samferdseldepartementet, 2018)
D10 Prop. 1S Tillegg 2 (2016- | Proposition (Samferdseldepartementet, 2016)
2017)
DI11 Prop. 1268 (2015-2016) Proposition (Samferdseldepartementet, 2016)
D12 Prop. 143L (2015-2016) Proposition (Samferdseldepartementet, 2016)
D13 Prop. 8L (2016-2017) Proposition (Samferdseldepartementet, 2016)
D14 Horingsnotat om ny Consultation | (Samferdseldepartementet, 2011)
jernbaneforeskrift og paper
lisensforeskrift
D15 Prop. 1318 (2016-2017) Proposition (Samferdseldepartementet, 2017)
D16 Meld. St. 6 (2016-2017) — Memo (Landbruks og matdepartementet,
Verdier i vekst 2016)
D17 Prop. 19S (2015-2016) Proposition (Samferdseldepartementet, 2015)
D18 NOU 2015:13 — Digital Report (Justis- og
sarbarhet beredskapsdepartementet, 2015)

Table 3.1 List of secondary source data

The same documents were analyzed by the two authors independently according to a predefined
review guide, appendix A. The records from the review guides were cross-checked comparing
the two authors results, to minimize the risk that the collection of data was affected by the
observer or that something was missed in the review of the document. Where some
discrepancies were found, the document was read again, and the result matched after this second
analysis, so the results was considered. If consensus had not been found after these two analyses
the discrepancies in results would had been discarded.

3.2 Industry players

In order to obtain firsthand information about the opinion of the relative importance of the
driving forces of the railway privatization in Norway according to industry players a round of
interviews were conducted. The interviews are made with the intentions, primarily, of finding
the participants opinion about the relative importance of the different key driving forces.
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Secondary, to find if there are any driving force for Norway that has not been identified in the
existing literature. To be able to minimize the impact of external forces the interviewees were
anonymous and there was no reward for participating. Due to the limited size of the railway
sector in Norway the selection criteria for choosing the interviewees was broad; this included
high management from railway related companies, politicians, union representatives, railway
authorities. Following this criterion; the request for interview was submitted to 27 stakeholders,
from which 10 of them accepted to participate. Nine of the participants are stakeholders from
six different railway related companies that operate in Norway, these companies are responsible
for infrastructure, infrastructure maintenance, rollingstock maintenance and train passenger
operators. The one other participant was a politician working with public transportation.

Code Representing Type of interview
SH1 Infrastructure Skype
SH2 Infrastructure Maintenance Skype
SH3 Infrastructure Maintenance Skype
SH4 Passenger Operator Skype
SHS Passenger Operator Skype
SH6 Infrastructure On-site
SH7 Politician, transport related. On-site
SHS Infrastructure On-site
SH9 Passenger Operator Skype
SHI0 Rolling stock maintenance Skype

Table 3.2 Interview participants

The interviews were semi-structured performed with an interview guide, appendix B. The guide
aimed to obtain the relative importance of the identified drive forces and to collect the existence
of other driving forces that were not identified in the literature. The guide started with an open
question about which driving forces led to the railway reform in Norway, the intention of the
open question was to give the opportunity to the interviewee to bring any driving forces that
he/she thought were the most important. The second question was a list where the identified
driving forces were shown, and it questioned if they believed some of them where valid for the
Norwegian case. This second question gave the interviewee the opportunity to identify more
driving forces that he/she might have misses or just not recognized before. The third question
was an open question about if there was a single driving force that could have led to the
privatization of the railway sector in Norway. The fourth question was only applicable if the
response on the third question was negative, then the following question was which driving
forces in combination were the ones that led to the railway reform. With these two last questions
we could easily identify which were the driving forces and their relative importance according
to the participants. However, the interview guide continued with the possible shortcomings of
the railway privatization in Norway. This part had two purposes, first, to collect more valuable
information for further studies, second, to make the interview longer and obtain more
information about the driving forces by asking relevant questions that could led back to capture
more information about the driving forces. Every driving force mentioned in the answers was
captured regardless in which part of the interview was mentioned. After this it was clear enough,
by the given answers, which was the relative importance of the drive forces according to the
interviewee.
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The interviews were conducted between May and August 2019. Some interviews were
performed in a meeting, but most interviews were performed by using Skype due to distance
limitations. All interviewees and the interviewers were well known with Skype. All interviews
were recorded except one, where the interviewee declined. In that case, the replies were written
down under the interview.

In order to get out most of the interviews, two result parts were created; a first part with a
discussion with selected quotes from the interviews and a second part that obtains the
quantitative results. The discussion part was created using extracts from the interviews enabling
to get some qualitative results. Relevant quotes that refers to the driving forces and their relative
importance where chosen, some context or reference was added to ease the comprehension of
the quotation. To obtain the quantitative values the records from the interviews were collected
and analyzed by the authors independently and the results cross checked using a predefined
template in appendix C. Where some discrepancies were found, the interview was analyzed
again, and the result matched after this second analysis, so the results was considered. If
consensus had not been found after these two analyses the discrepancies in results would had
been discarded. This method increases both the descriptive and interpretative validity, that the
reporting of data reflects what the interviewee said and what he/she meant. Therefore the use
of the interview guide was sufficient in this situation to assess the participants opinion on the
relative importance of the driving forces, creating no need for the ranked question as in the
survey.

One critic to the study could be that more detailed information and more knowledge about the
subject could be gained if more people had been interviewed. One drawback with gathering
information through primary sources is that people must be willing to participate and especially
when managers in top position is approached, they are not always willing or able to prioritize
an interview. It is very visible in the positive response rate of 37% for the people we approached.
Another disadvantage is that planning, scheduling and performing interviews are time
consuming and based on the time limitation for the study, the number of respondents and
interviewees are considered enough for giving required information since participants from all
areas (infrastructure, operation and maintenance and passenger operation) are represented and
is suited for the purpose of the thesis.

3.3 Passengers

The third data source is data from a descriptive survey with train passengers in Norway. People
travelling with train in Norway, mainly in the Oslo area have been given a link to a survey on
Google docs. The principle of selection is to approach travelers in the morning and afternoon
rush hours when most travelers occur. Most participants will travel in the Oslo area but since
the infrastructure network is small with mostly single tracks and few possibilities for passing
and so far, only state-owned passenger operators, the train experience and service level for the
passengers won’t differ that much independent of where in Norway you will travel. More than
80% of train travels in Norway are local travels and around 73% of the travels are local travels
in Oslo area (Krogstad, 2013).

The survey on Google docs is a structured questionnaire, appendix D, where questions and
answers are predetermined based on the findings in the reviewed literature. The
predetermination will remove the danger that the collection of data will be affected by the
observer, the person collecting the responses, since there won’t be any need for any
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interpretation of the data. To be able to minimize the impact of external factors the survey will
be anonymous and there won’t be a reward for participating. The format of the survey is very
simple and basic, and fields are mandatory to be filled out excepts from one open field where
it is possible to fill out if they have any ideas of other driving forces than the ones mentioned
in the survey. That means that the format of the survey should not influence the respondent and
that they will not miss any questions by mistake or not be able to leave open questions or don’t
know replies. Tick boxes have been used to eliminate the possibility to wright wrong
information except from the one free text field mentioned above. All of this are methods for
receiving a high test-retest reliability, a structured questionnaire that is easy to understand and
criterion for the different options are well explained.

The data from the survey are status and state of affairs data and attitude data. The status data is
citizens, age and travel habits while the attitude data reveal the attitude about rail privatization
and driving forces for rail privatization. The mapping of the variables is listed below in a code
book. Different scales of measurements have been used and are discussed below.

Variable name
Time stamp
Citizen

Respondent number Column number
Time and date 1

Norway 2

Another country
Age Under 18 3
18-34
35-50
51-67
Over 67
At least once a week 4
Several times per month
Several times per year
Once a year or less

Travel habits

operational efficiency as a driving force

Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

Attitude to privatization of passenger | Positive 5
operation Negative
No opinion
Attitude to privatization of infrastructure | Positive 6
operation and maintenance Negative
No opinion
Opinion on importance of reduction of | Not at all important = 1 7
public debts as a driving force Slightly important = 2
Important = 3
Fairly important = 4
Very important = 5
Opinion on importance of free up funds | Not at all important = 1 8
as a driving force Slightly important = 2
Important = 3
Fairly important = 4
Very important = 5
Opinion on importance of increase | Not at all important =1 9
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Opinion on importance of directives for
liberalization as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

10

Opinion on importance of equalize
competition conditions as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

11

Opinion on importance of improve the
environment by increasing market share
as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

12

Opinion on importance of increase
investments as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

13

Opinion on importance of increase
innovations as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

14

Opinion on importance of ideological
reasons as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

15

Opinion on importance of improve
customer service as a driving force

Not at all important = 1
Slightly important = 2
Important = 3

Fairly important = 4
Very important = 5

16

Opinion on other driving forces

Text

17

Table 3.3 Code book for survey

For the status and state of affairs data, nominal scales have been used to be able to classify the
objects in predefined classes. For the attitude data, two different scales have been used. For data
considering attitudes towards rail privatizations, a nominal scale has been used to capture the
attitude. For the attitude data regarding the opinion on different driving forces an ordinal scale

from 1 to 5 is used to get a broader spectrum

A total of 83 answers have been noted, that is 0,4% of all train passengers travelling one day
in the first quarter of 2019 in Norway (Statistisk sentralbyrd, 2019). The data from the query is
automatically saved in an excel file and downloaded from Google for handling after the finish
date. There is no uncertainty or inaccuracy from the original data. Anyone that responded that
they don’t live in Norway have been excluded and their responses removed from the results.
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The importance of each driving force according to passengers have been identified in the results
and 1s shown in a graph for better understanding.

There is a threat that measurements from the survey might not reflect the true score of the train
passenger group. One reason is that different people use different response set, where some use
the extreme points of a response scale while others center their answers around the midpoints
(Ghauri & Grenhaug, 2010). The responses can also be affected by situational factors and/or
transient personal factors. Another issue is if the results from the survey can’t be generalizable
to apply for all train passengers in Norway. That our selection is not representative of the whole
group of passengers. However, based on the response of travel habits from the survey and that
people travelling in the area that has 73% of the travelers in Norway has been approached for
participation in the survey, the external validity is satisfactory. A high number of non-responses
can of course threaten this validity. Since the number of people approached has not been
counted the number of non-responses is unknown. For the survey the experience with using
primary sources is visible. It requires that people must be willing to participate and without any
reward system people are not always prioritizing to participate. The limited time for performing
the survey is also contributing to keep the number of responses rather low.
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4 Results

In this chapter, the findings are summarized. As described in chapter 3 the results from the case
study is coming from different types of data. The first result is the identification of driving
forces for Norway according to public documents. The second result is the relative importance
of driving forces for Norway privatization according to people working in companies in the
sector and the third and last is the relative importance of driving forces according to rail
passengers in Norway.

4.1 Official documentation

By using data from the official documents and register the driving forces mentioned in the
documents, it is shown that almost all driving forces are identified for privatizing rail in
Norway. Reduction of public debt is not mentioned in official state documents as a driving force
for Norway, and neither is equalizing competition conditions between different traffic modes.
Improve customer service is the driving force mentioned in most documents and is also
presented as the main reason for the rail privatization. The following table shows in which
documents the driving forces have been identified.

Code Driving force Identified in document
DF1 Reduction of public debts
DF2 Free up funds D1, D4, D6
DF3 Increase in operational efficiency D1, D4, D5, D7, D16
DF4 Directives for liberalization D1, D3
DF5 Equalize competition conditions
DF6 Improve the environment by increasing market | D1, D3
share
DF7 Increase investments D3, D4
DF8 Increase innovations D1, D4
DF9 Ideological reasons D4
DF10 Improve customer service D1, D3, D4, D5, D6, D7, D16

Table 4.1 Identified driving forces for Norwegian rail privatization

4.2 Industry players

The results of the interviews are shown in two different sub-chapters, the first one is a discussion
that includes quotations from the interviews to get a more contextual result or point of view of
the interviewee. The second part is a quantitative analysis of the interviews to ease the
comparison with the other researched groups.

4.2.1 Discussion
The interview started with the open question “What do you believe are the driving forces of
the railway privatization in Norway?”, the question was rapidly answered by the participants.

“More train for the money” (SH1) (SHI10)
“Better and more service for less money” (SH4)

This refers to the increase in operational efficiency that could possibly happen after the process
of privatization. It is assumed that the state owned companies and systems are not as efficient
as the private sector (SH1). The main objective of the private sector is to obtain a profit, which
translate to give a service or produce a product with less money, so the excess is taken as a gain.
Therefore the private sector is very good at creating profit which is a product of the increase in
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efficiency (SH1). There is of course the risk of the private companies of underestimating the
financials while tendering, that can lead to losses and ultimately not being able to provide the
service (SH4).

Without hesitating one of the interviewees gave an immediate answer for what was the driving
forces for privatization in the railway sector in Norway, that was the second most pointed
driving force.

“Politics!” (SH3)

The political decision is referred as ideological reasons, where the only logic behind the actions
is the believe in an ideological model. The ruling parting in Norway during the decision of
privatization was right-wing, they try to privatize all the possible industries, however, the first
wave of privatization happened during a left-wing party ruling (SH2).

Moreover politicians want to take fast decisions to change the current situation, a long
stablished monopoly can be a hinder to the politicians who are thinking about next election.
Therefore it can be faster and easier to change the entire system rather than to change the current
(SH4).

The main driving force according to the official information was the improvement in customer
service, in fact was, the results placed this driving force in the top three according to the
interviewees.

“Improve customer service” (SHS)

The government, through the official information release, expressed that this was the main
driving force for the privatization of the railway sector in Norway. It was the third most pointed
out driving force during the interviews. However, sometimes it was more pointed out as a
possible consequence of the privatization than a driving force (SH2). While one stakeholder
gave an example why the customer service is a main driving force; “Ruter, the transport system
in the area of Oslo-Akershus, has been stablished in 2007 and the reason why it has been so
successful is because the customer oriented perspective” (SH7).

None of the stakeholders point out the regulation from the EU at first. However when asked if
they think there was some kind of pressure from the EU regulation many of them agreed that it
could be a driving force that was avoided by politicians.

“Politicians don’t want to admit that EU is dictating, so they need to find excuses.” (SH4)

This refers to the regulation that is being pushed by EU to implement the privatization of the
railway sector across Europe. This regulation has the aim of creating a single European railway
area, where all countries have the same structure. Another stakeholder points out that sooner or
later Norway was going to be forced to accept the EU packages, implying that there was no
reason to push on this driving force because it will happen anyhow at some point in the future
(SHS).

Promptly after starting the interview when asked what the driving forces for the privatization
in Norway was, the stakeholder said determined and without doubting.

“It is definitely a combination of driving forces” (SHI10)
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Absolutely all the stakeholders pointed out that there was no driving force alone that was the
reason for the privatization of the railway sector in Norway. It is clear that a change of that
impact in a country is not made with only one reason, furthermore this privatization will have
effects in very broad aspects of the sector and the population.

One of the stakeholders from the operator company express the following when asked if the
privatization was needed.

“It will force us as an operator to think in new patterns and new ways”’ (SH4)

This refers to the challenges that the operators need to be more competitive to win the contract,
not incur losses and be competitive. The stakeholder also adds that their current tendering
process have a significant reduction in costs (SH9). However the stakeholder also adds that the
split that has been happening, in the now ex Norwegian monopoly in the railway sector, was
very costly (SH9).

4.2.2 Quantitative result

During the analysis of the interviews using the methodology in chapter 3, the driving forces
according to the interviewees were captured, then a rank was given, the frequency of the ranking
was counted and a rank weighted sum was calculated. The participants opinion on the relative
importance of the driving forces equals to the value of the weighted sum in descendent order.

First a table with the mentions was created. Not all the driving forces were mentioned by the
participants, meaning that they are not considering them a driving force for the Norwegian
privatization.

Code | Driving Force Stakeholder
DF1 | Reduction of public debts -
DF2 | Free up funds -
DF3 | Increase in operational efficiency SH1, SH3, SH4, SH5, SH6, SH8, SH9, SH10
DF4 | Directives for liberalization SH2, SH4, SH5

DF5 | Equalize competition conditions -
DF6 | Improve the environment by | SH3, SHS5, SH7
increasing market share

DF7 | Increase investments SH3, SH5, SH7

DF8 | Increase innovations -

DF9 | Ideological reasons SH1, SH2, SH3, SH4, SH5, SH6, SHE, SH10
DF10 | Improve customer service SH5, SH7, SH8, SH9

Table 4.2 Driving forces according to stakeholders
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The following table shows the ranking according to the interviewees, of the driving forces. On
the horizontal axis the stakeholders (SH) are listed, in the vertical axis the driving forces (DF)
are listed.

SH1 |[SH2 |SH3 |[SH4 |SHS |[SH6é |SH7 |SH8 |SH9 |SHI10
DF1 |0 0 0 0 0 0 0 0 0 0
DF2 |0 0 0 0 0 0 0 0 0 0
DF3 |1 0 2 1 1 2 0 2 2 1
DF4 |0 2 0 3 3 0 0 0 3 0
DFS |0 0 0 0 0 0 0 0 0 0
DF6 |2 0 0 0 5 0 2 0 0 0
DF7 |4 0 0 0 0 0 3 0 0 0
DF8 |0 0 0 0 0 0 0 0 0 0
DF9 |3 1 1 2 2 1 0 1 0 2
DF10 | 0 0 0 0 4 0 1 0 1 0

Table 4.3 Driving forces rank per stakeholder

In order to get the weighted sum of the ranking the frequency of the ranking per driving forces
was arranged in the following table and graphed in the figure below. On the horizontal axis are
the rankings and on the vertical axis the driving forces. The values are the number of times each
driving force was given a certain ranking.

Rank1 | Rank2 | Rank3 | Rank 4 | Rank 5
DF1 |0 0 0 0 0
DF2 |0 0 0 0 0
DF3 |4 4 0 0 0
DF4 |0 1 3 0 0
DF5 |0 0 0 0 0
DF6 |0 2 0 0 1
DF7 |0 0 2 0 0
DF8 |0 0 0 0 0
DF9 |4 3 1 0 0
DF10 | 2 0 0 1 0

Table 4.4 Frequency of ranked driving forces

The figure below shows how many of the interviewees that mentioned the driving force and the
ranking given. On the x-axis is the driving forces and on the y-axis is the number of interviewees
mentioning the driving force while the color shows the ranking given by the interviewee. The
figure clearly shows that it is not enough to only tell the number of interviewees that have
mentioned the driving force to get the relative importance of the driving forces, because then
driving force 3 and driving force 9 would end up sharing the first position and that is not correct.
Driving force 3 was ranked first by four interviewees and second by four interviewees while
driving force 9 was ranked as number one by four interviewees but ranked as number two by
three interviewees and one interviewee had given driving force a third place ranking. Driving
force 3 should then in total be ranked more important than driving force 9 and to show this, the
weighted sum of the rank is used.
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Third, the weighted sum of the rank was calculated using the following formula

n
Ali/VSM—Score — Z wja;; fOT i=1..10

B Rank 10
HRank 9
mRank 8
EmRank 7
HRank 6
HRank 5

Rank 4
BRank 3
HRank 2
mRank 1

j=1
Code | Driving Force Weighted sum | Rank
Weighted Percentage
Sum (Ai) (Ai/Sum(Ai))
DF1 Reduction of public debts 0 0 -
DF2 Free up funds 0 0 -
DF3 Increase in operational | 76 0,302788845 1
efficiency
DF4 Directives for liberalization 33 0,131474104 3
DF5 Equalize competition 0 0 -
conditions
DF6 Improve the environment by | 24 0,09561753 5
increasing market share
DF7 Increase investments 16 0,06374502 6
DF8 Increase innovations 0 0 -
DF9 Ideological reasons 75 0,298804781 2
DF10 | Improve customer service 27 0,107569721 4

Table 4.5 Weighted sum of ranked driving forces
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Figure 4.2 Weighted sum of ranked driving forces

The three driving forces, of the ten previously identified driving forces for rail privatizations,
most frequently pointed out were increase operational efficiency in the industry, ideological
reasons and increase customer service. After performing a weighted sum the relative
importance of the driving forces according to the interviewees is shown in table 4.5. Increase
the operational efficiency (DF3) is the most important driving force according to the
interviewees. Four previously identified driving forces for rail privatizations, reduction of
public debts (DF1), free up funds (DF2), equalize competition conditions (DF5), and increase
innovations (DF8), had no mentions during the interview, therefore are no relevant driving
forces for the Norwegian railway privatization according the participants in the interviews.

4.3 Passengers

The data used is primary data collected for this study. The people that has received the link are
representatives for the group of train passengers in Norway. One person who respondent
negative on the question of being Norwegian citizen has been sorted out to improve the validity
of the data and the total number of respondents included in data is 82. One graph was developed
showing the mean value of the importance of each identified driving force according to the
passengers. Highest possible score is 5, very important and lowest score is 1, not at all
important. A summary of the passengers’ opinion on all the driving forces relative importance
is also presented in a table, table 4.6.

The train travel habits for the respondents can be seen below in figure 4.3.
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Figure 4.3 Train travel habits

We see that many of the respondents travel often and the numbers are high for commuters
compared to the Eurobarometer 2018 and travel habits in Europe (European Union, 2018). One
explanation is that we have approached people taking the train while the Eurobarometer
approaches random citizens.
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Figure 4.4 Rank of driving forces according to passengers

It is clear that reduction of public debts (DF1) is not considered a driving force for the
Norwegian rail privatization by the passengers. This is the driving force with the lowest mean
value and only two persons believe this is a very important driving force. The result for driving
force Free up funds (DF2) shows that this is considered a driving force with low importance.
Driving force 3, Increase operational efficiency shows the opposite result from previous two
driving forces, and is clearly considered the most important driving force for rail privatization
in Norway by the passengers.

The passengers do not consider that EU or other directives (DF4), have played an important
role for choosing to introduce privatization in the rail sector. The opinion by the passengers
regarding driving force 5, to equalize competition conditions between different kinds of
transportation means, is that it is slightly important with a mid-score.
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It is clear that improving the environment by increase the number of people travelling by train
(DF6) is considered a very important driving force by the passengers. This is the driving force
where most respondents, over 50%, have chosen the highest rating, Very important. Many
respondents also believe increase investments (DF7) is a driving force for the Norwegian rail
privatization. Increase innovations (DF8) is also considered a driving force that should be
accounted for according to the passengers.

Ideological reasons (DF9) ends up in the middle and are considered a driving force for Norway
by the passengers, even though not one of the most important ones. Several of the responses for
the open question in the survey regarding additional driving forces are mentioning ideological
reasons or right-wing politics and this indicates that the importance grade from the survey for
this driving force should be higher than measured.

Improve customer service (DF10) is a goal for the privatization process and also a strong
driving force according to the passengers. From the replies it is clear that the previously
identified driving forces are not considered having equal importance to the rail privatization in
Norway according to the passengers.

Code Driving force Mean value
DF3 Increase operational efficiency 4,20
DF6 Improve environment by increase market share | 3,91
DF10 Improve customer service 3,85
DF8 Increase innovations 3,76
DF7 Increase investments 3,59
DF5 Equalize competition conditions 3,33
DF9 Ideological reasons 3,04
DF4 Directives for liberalization 2,65
DF2 Free up funds 2,41
DF1 Reduction of public debts 1,96

Table 4.6 Relative importance of driving forces according to passengers

It is important to check if the obtained result is statistically significant, it means that the result
did not happen by chance. The 0,05 level of significance is chosen, meaning that it is 95%
confident that the results obtained is statistically significance and not by chance. The convention
in economic research is to select the 0,05 level of significance (Keat, et al., 2014). An ANOVA
procedure test if the mean values are the same for all groups, the null hypothesis. When running
one factor ANOVA test on the observations from the survey, the following results are obtained.
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Driving force Count Sum Mean Variance

DF1 82 161 1,96 1,15
DF2 82 198 2,41 1,41
DF3 82 344 4,20 0,97
DF4 82 273 3,33 1,61
DF5 82 217 2,65 1,76
DF6 82 321 3,91 2,15
DF7 82 294 3,59 1,80
DF8 82 308 3,76 1,47
DF9 82 249 3,04 1,44
DF10 82 316 3,85 1,11

Table 4.7 Results from ANOVA test, part 1

Sum of Degrees Mean F P-value F
Squares of Square calculated critical
freedom
Between groups 396,35 9 44,04 29,60 8,78*10°% 1,89
Within groups 1205,09 810 1,49
Total 1601,44 819

Table 4.8 Results from ANOVA test, part 2

The F value is the variance of the group means divided by the mean of the within group
variances. To decide if the null hypothesis can be rejected both the F value and the P value need
to be analyzed. The calculated F value is larger than the critical F value indicating that not all
results, but something is significant in the result. The P value is the probability of getting a
result as the one that was observed, given that the null hypothesis is true. The P value is very
small and much less than the significant level of 0,05 so this confirms that the null hypothesis
must be rejected. However, the ANOVA test only tells that the means are not all equal but not
which means that are unequal. Next step is to do a post-hoc analysis and the Tukey Kramer
multiple comparison will be used, where the relationship between each and every driving force
question will be analyzed. First is the absolute difference between the mean calculated. The
absolute difference should be compared to the critical range to check if the result is significant
different or not. To get the critical range, the critical value for the F distribution with a
significant level of 0,05, 10 degrees of freedom for numerator and 820 degrees of freedom for
denominator is required. This value is taken from the literature and being 1,83 (Keat, et al.,
2014) . This critical value shall be multiplied with the square root of the mean square within
groups, 1,49 divided by the number of observations in the group, 82.

critical range = 1,83 * /15’;—? = 0,25
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Comparison Absolute difference  Critical range Statistical signiﬁcant i

DF1-DF2 0,45 0,25 True
DF1-DF3 2,23 0,25 True
DF1-DF4 1,37 0,25 True
DF1-DF5 0,68 0,25 True
DF1-DF6 1,95 0,25 True
DF1-DF7 1,62 0,25 True
DF1-DF8 1,79 0,25 True
DF1-DF9 1,07 0,25 True
DF1-DF10 1,89 0,25 True
DF2-DF3 1,78 0,25 True
DF2-DF4 0,91 0,25 True
DF2-DFS5 0,23 0,25 False
DF2-DF6 1,50 0,25 True
DF2-DF7 1,17 0,25 True
DF2-DFS8 1,34 0,25 True
DF2-DF9 0,62 0,25 True
DF2-DF10 1,44 0,25 True
DF3-DF4 0,87 0,25 True
DF3-DF5 1,55 0,25 True
DF3-DF6 0,28 0,25 True
DF3-DF7 0,61 0,25 True
DF3-DF8 0,44 0,25 True
DF3-DF9 1,16 0,25 True
DF3-DF10 0,34 0,25 True
DF4-DF5 0,68 0,25 True
DF4-DF6 0,59 0,25 True
DF4-DF7 0,26 0,25 True
DF4-DF8 0,43 0,25 True
DF4-DF9 0,29 0,25 True
DF4-DF10 0,52 0,25 True
DF5-DF6 1,27 0,25 True
DF5-DF7 0,94 0,25 True
DF5-DF8 1,11 0,25 True
DF5-DF10 1,21 0,25 True
DF6-DF7 0,33 0,25 True
DF6-DF8 0,16 0,25 False
DF6-DF9 0,88 0,25 True
DF6-DF10 0,06 0,25 False
DF7-DF8 0,17 0,25 False
DF7-DF9 0,55 0,25 True
DF7-DF10 0,27 0,25 True
DF8-DF9 0,72 0,25 True
DF8-DF10 0,010 0,25 False
DF9-DF10 0,82 0,25 True

Table 4.9 Results from Tukey Kramer analysis
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Comparing the absolute difference for the different comparison with the critical value it shows
that five comparison have a lower absolute difference than the critical value meaning that they
are not statistically significant. Meaning that we cannot be sure that we can reject the null
hypothesis, that the driving forces have the same means, for the following pairs and that their
internal relationship happen by chance:

e DF2 and DF5
e DF6 and DFS
e DF6 and DF10
e DF7 and DFS
e DF8 and DF10
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5 Analysis

This study is just an initial step in the subject that can be much more thoroughly investigated
but this thesis adds valuable input and vital information to the subject. We already see some
interesting results in the analyze of the secondary data. The number of times the driving forces
have been mentioned in the documents have not been given much attention since the documents
are of different types, with different purposes and recipients. The identification of a driving
force is what is important in this step. It is obvious that some driving forces that have been
identified in rail privatizations in other countries are not mentioned at all by the officials.

The result that the driving forces have a relative importance according to both passengers and
sector companies is in line with assumption and also that the ranking would differ since the data
is attitude data for two different kind of groups with different objectives and background. The
differences between the groups is interesting and will be further analyzed.

The financial argument that is very strong for some countries is for example hardly mentioned
at all in the Norwegian case, even though it is indicated by the officials that it is positive if
funds can be given from the transport sector to other sectors. Based on the previous discussion
that geography, existing infrastructure and financial situation can affect the driving forces in
the country it is an expected result that debt reduction has not been identified as a strong driving
force in Norway by any stakeholder. Even though Norway has a national debt as any country
in the world, Norway is in a special situation with the possession of the oil fund which is the
world’s largest sovereign wealth fund with over USD 1 trillion (Oljefondet, u.d.).

Except from the financial aspects the argument to equalize competition conditions have not
been mentioned in any official document or in the interviews and is ranked at the bottom half
of the driving forces according passengers. The reason why it is not so important to equalize
the competition conditions between rail and other means of transport can have both geographic
and environmental reasons. Norway is not a country where it is easy to build infrastructure
because of the topology. High mountains and deep fjords are setting limits for what can be built
both regarding the financial aspects but also regarding the impact in the local environment. The
concerns for the global environment and the urge of finding more environment friendly
transportation means is probably more important than having the same competition conditions
for rail and road.

Continuing with the number one driving force according to both interviewees and survey
participants, Increase operational efficiency. This is a driving force mentioned not only in many
rail privatizations but also in privatizations in other sectors and according to the theory one
improvement that will occur when privatizing. The reason for the top placement will most likely
reflect that there is improvement potential in the sector and that is also mentioned specifically
by several of the interviewees.

Even though the theory argue that privatization will improve conditions in many aspects the
practical experience show many shortcomings of privatization. In theory, infrastructure
privatization is argued to provide incentives for efficiency, thereby enabling the private
owner/operator to invest in further improvements and expand services. The failure of this
argument is the mismatch between the privatization theory and the characteristics of
infrastructure projects related to the monopoly features of infrastructure provision and
insufficient revenue in the context of low incomes and very high capital costs. This is because
private incentives rely on competitive pressures and the realignment of prices with underlying
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costs, but these incentives are diluted in the context of monopoly structures associated with
public infrastructure (Tan, 2011). This shortcoming is experienced in several countries after
liberalization of the rail operation. However, it is hard to evaluate any change in efficiency since
it is a challenge to get reliable data on the development of the total costs, revenues and net
subsidization in the railway sector as a whole (Kurosaki & Alexandersson, 2018).

At first glance it might seem odd that ideological reasons ended up at second place by the
interviewees but at seventh place in the survey. It was however noted that several survey
respondents added politics in the open question regarding additional driving forces which
indicates that the driving force should be higher up on their ranking list. Another reason can be
that managers believes ideological reasons is a more important driving force than passenger
because they are closer to the political power and they have seen organizational and structural
changes in the sector dependent on the which wing is leading the parliament.

EU regulations and directives are considered a pretty strong driving force for Norway by the
sector representatives and this might be seen a contradiction since Norway is not part of EU
and this might reflect the low ranking from the passengers. But the EU directives have
accelerated the privatization of the rail through the EEA agreement which is binding for
Norway. (Fridstrem, 2019). This is also seen in the comments from the interviewees and around
half of the respondents in the survey believe directives have played a role in the Norwegian rail
privatization. The difference between the two sources can most likely be explained by deeper
knowledge and information access that the sector company managers and not the passengers
possess.

Customer service is the main reason for the rail privatization according to the officials and it is
also pointed out as a major driving force both in the interviews and in the survey. But when
customer service is pointed out as a strong number two in the survey, the data from the
interviews place improvement of customer service as number four of the most important driving
forces. This difference might show a tension between the two groups. For the passengers it is
very important, and they believe that one of the main reasons for privatizing the rail is to get
better customer service, while managers in the sector have several other driving forces prior to
improved customer service. If this difference also leads companies not prioritizing
improvement of customer service, it will be an issue creating dissatisfaction with the new
model. But the reason for the lower ranking by the sector representatives can also be something
else than different opinion on what is important. It can be that they consider the limitations for
improving the customer service with regards to quality and quantity due to the contractual
terms. The operators are contracted by the Railway Directorate to provide the service of train
travelling on predefined lines. The contracts are strict and several of the interviewees shared an
opinion that the possibilities to improve the customer service is rather limited. The operators
are forced to rent the rolling stock from Norske Tog, the ticketing shall go through Entur, the
personal shall be transferred from Vy unless Vy wins the contract, the infrastructure are given
by Bane NOR and the frequency are set. This leave very narrow operating possibilities to
increase the customer satisfaction. The strictness of the contract helps the state to control how
the service shall be provided but at the same time limits the possibilities for customer service
improvement.

The rail sector is already divided in several companies and in the future there will be even more.
This fragmentation of the sector is a potential threat to increased customer service as several
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suppliers and companies will be far away from the passengers. It is shown that when splitting
operation and infrastructure there is a risk that the infrastructure owner won’t get the pressure
to maintain the infrastructure. Since Norway have chosen to also privatize maintenance of
infrastructure and separate it from the infrastructure owner, there is an even bigger gap between
the one that maintain the infrastructure and the operator.

Regarding improved customer service as in more travels and departures, there are few
incentives for the companies in the sector that pulls in the same direction. Due to the fact that
capacity in Oslo is dictating the capacity in 80% of the rest of the infrastructure, investments
done in other parts will not create a better service to the passengers (Fridstrom, 2019). This will
also limit the drive to invest by the different companies in the sector.

The fact that no driving force different than the identified in the literature was found in the
Norwegian case, shows that the Norwegian railway privatization follows the general rationale
of a privatization process.

One advantage in the Norwegian rail privatization is that Norway have had the possibility to
learn from other privatization process and collect valuable information about what are the
possible downfalls and which solutions are not working as intended. Sweden is in many ways
similar to Norway with an uneven demand due to the conditions with few big cities, low
population density in large areas in an elongated country. The low number of bidders for
operating lines in Sweden, can be connected to this circumstance and the similar is seen in
Norway for the two contracts that have been placed. Sweden have experienced better customer
service after rail privatization through new type of services and better interaction between
different modes of transport, but it is not certain that all of this will happen in Norway since
one big difference between the countries is that the rail reform in Sweden included a
decentralization of the regional transport that is not part of the reform in Norway.

In UK there were big issues with purchasing tickets after the introduction of several different
operators, so the British had in some cases to visit several different websites and purchase
several tickets to be able to go from one end of the country to the other. However, in Norway
the government have mitigated this by forming the company Entur which will handle sales and
tickets for all operators.

Neither Sweden nor Great Britain have the topography of Norway and the complexity in
building and maintaining the infrastructure. Switzerland is one country that is similar to Norway
in that sense. Switzerland is well known for having one of the world most reliable and efficient
railway systems. However, the “Swiss model” for railway differ from the standards based on
market liberalization and competition between operators. Even though the rail reform in
Switzerland ended the state monopoly for regional transport, the cantons did not publish any
tenders, so competition remained absent, instead the efficiency and effectiveness were
improved by imposing an original form of governance (Desmaris, 2014). This model seems
very successful with performance constraints imposed on the operators. Norway have through
the contracts with the operators something similar, but it is also important to keep in mind that
Switzerland has several prerequisites that Norway does not have, which affect the outcome of
a reform. Like in Sweden the regional rail transport is decentralized and Switzerland with its
cantons have an even stronger decentralization than Sweden. Switzerland is also very
strategically placed in Europe with several transportation lines through the country connecting
North and South, East and West Europe giving them the opportunity to gain a lot on freight
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transportation and transfer. This opportunity is not given to Norway in the outskirts of Europe,
the freight transportation will be limited to exportation of goods from Norway and importation
of goods to Norway and no transfer. Both Sweden and Switzerland have experienced that
quality railway production requires high levels of investments and there is no reason for why
this should not be the case also for Norway also after a privatization process.

The government have used the liberalization of Gjevikbanen in 2005 as an argument for
privatize and open the passenger operation in Norway for competition. The result from
Gjevikbanen is positive with an operating cost reduction of 12%. The number of passengers
increased, and the service improved without any reduction in working conditions for the
employees (Longva, et al., 2010). The success is however questioned since the timetable and
train refurbishment was done parallel with the liberalization and the increased service level was
not due to introduced competition (Krogstad, 2013). The total administration cost including
transaction cost is neither known. It is also argued by Longva (2010) that Gjevikbanen was
chosen as pilot project because the high probability to succeed. This leading to a final reflection
that it is important to keep in mind that there are conflicting interests in privatization and not
everyone want to show theirs.
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6 Conclusions

This thesis investigates the driving forces and their relative importance for the Norwegian rail
privatization according to official documentation, industry players and train passengers. The
knowledge regarding differences in the three group’s opinion of the relative importance of
driving forces can help to bring understanding about the process and not least the result from a
privatization process for the end-users, the passenger.

The result can be used by politicians to emphasize the reason for why they have chosen to
privatize a sector. If it is clear that some reasons are more important than others it will be easier
to make an understanding in the society for why not all expectations are fulfilled. But it is also
important that the politicians are aware that there can be different understanding of what the
driving forces are in different groups and that can help the politicians in their work.

It can also be useful in companies and organizations working in the sector to get this knowledge
that their opinion on what is most important might not be the same as the passengers or the
state.

There are several limitations to this study that the reader needs to consider when reading the
results. This study is for a privatization process that is in the start of the process and the outcome
from the privatization process is in the future.

The data from the interviews and query are attitude data and is dependent on the respondents.
It is the interviewees and participants opinion on what they believe are driving forces and there
is no correct answer. To increase the number of participants would increase the validity of the
data but the limited time for the thesis hindered any further research and the data would be still
be attitude data although from a larger group of people.

The politicians that decided to implement the rail reform in Norway has not participated in the
study and the official state documentation have been used as input from the state. Even if
politicians had contributed directly to the study it is not sure that the actual reasons for choosing
to privatize had been detected. The history has shown that politicians are not always willing to
open up about the real reasons for the handling, for different reasons. This is clearly seen in the
review done for the UK privatization where the politicians were well aware of the negative
impact on the finance the rail reform would have prior to the implementation.

The public sector perspective is used in this thesis and the result would be different if another
perspective had been used.

This thesis is based on rail privatization but the same type of studies can be done for
privatizations in other sectors, not only to see if differences in opinion of the driving forces are
existing but also to identify driving forces that are the same for different type of sectors or
finding driving forces that are only valid in one type of sector. It can be that the infrastructure
sector has driving forces that are non-existing in the health sector and vice versa.

It is not difficult to understand that you can measure a negative result for one parameter after a
rail privatization if that parameter has not been a driving force for rail privatization. We see this
clearly from the privatization in UK where the privatization had a negative effect on the
environment which is not that difficult to understand since the regulations had not been set to
include the environmental aspect instead it pushed the companies towards traditional old
technology and towards diesel instead of electric traction (Potter & Enoch, 1997). To study the
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relationship between the most important driving forces for rail privatizations and their effects
would add knowledge to the subject. To develop an overview of the relative importance of
driving forces for the different countries would also add much information and this overview
can later be studied in relation to country specific variables like, economy, geographic, political
leadership etc.

In the PIQUE project (2009) it is shown that satisfaction with privatizations not solely
influences the attitude of citizens towards liberalization and privatization but also that the
individuals socio-economic status strongly matters (Flecker, et al., 2009). Based on this a
suggestion for further research would be to examine what the end-users believes are driving
forces based on their socio-economic status.

The results in this thesis could be the basis to understand the failure or success of this reform,
giving a base to compare the reasons of the reform and its results. Moreover this study captures
the attitude data at a certain date, these attitudinal opinions can change with time as the railway
reform develops creating a different attitude. Due to the proximity of the reform and this study
any research that analyzes the Norwegian railway reform can benefit of a less time affected
attitudinal results. So the most interesting study might take place a few years in the future when
it is possible to study the outcome of the Norwegian rail privatization and how it is related to
the driving forces.
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Appendix A: Literature review
Document 1

Samferdseldepartementet

Meld. St.27 Pa rett spor

DF1 | Public sector debt reduction

DF2 Free up funds 24 34 35

DF3 |Increase in operation efficiency 6, 13, 32

DF4 Directives for liberalization 10

DF5 |Equalize competition conditions

DF6 | Increase rail traffic volume

XX XXX

00 | WO

DF7 |Reduce negative environmental externalities

DF8 Increase investments

X DF9 |Increase innovations 13, 14, 24, 32

DF10 |Ideological reasons

X DF11 |Improve customer service 6, 14, 24, 32, 35

Document 2

Samferdseldepartementet

Meld. St.33 Nasjonal transportplan 2018-2029

DF1 | Public sector debt reduction

X DF2 |Free up funds 46, 54

X DF3 |Increase in operation efficiency 53

DF4 Directives for liberalization

DF5 Equalize competition conditions

X DF6 |Increase rail traffic volume 44

DF7 |Reduce negative environmental externalities

DF8 | Increase investments

DF9 Increase innovations

DF 10 |Ideological reasons

X DF11 | Improve customer service 53, 54

Document 3

Arbeidsgruppe om videre utvikling av norsk jembane, Samferdseldepartementet

Hovedutfordringer for norsk jernbane

DF1 | Public sector debt reduction

DF2 |Free up funds

DF3 |Increase in operation efficiency

X DF4 |Directives for liberalization 16, 17, 41

DF5 Equalize competition conditions

DF6 | Increase rail traffic volume

X DF7 |Reduce negative environmental externalities 16,21

X DF8 |Increase investments 16

DF9 |Increase innovations

DF10 Ideological reasons

X DF11 |Improve customer service 21
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Document 4

Sak nr 8 Innstilling fra transport-

kommunikasjonskomiteen om Pa rett spor reform

DF1_[Public sector debt reduction N
X DF2 |Free up funds Reduced cost 4331
X DF3 |Increase in operation efficiency 4304
DF4 |Directives for liberalization
DF5 |Equalize competition conditions
DF6 |Increase rail traffic volume
DF7 |Reduce negative environmental externalities
X DF8 |Increase investments 4307
4304, 4310, 4312,
X DF9 |Increase innovations 4327, 4329
4308, 4316, 4317,
X DF 10 |Ideological reasons 4323,4327
4305, 4311, 4326,
4327, 4328, 4329,
X DF11 [Improve customer service 4331
Document 5
Regjeringen
Prop. 1S 2016/2017

DF1 |Public sector debt reduction
DF2 |Free up funds
X DF3 |Increase in operation efficiency 140
DF4 | Directives for liberalization
DF5 |Equalize competition conditions
DF6 |Increase rail traffic volume
DF7 |Reduce negative environmental externalities
DF8_|Increase investments
DF9 |Increase innovations
DF10 |Ideological reasons
X DF11 |Improve customer service 139
Document 6
___Regjeringen
Prop. 15 2017/2018

DF1

Public sector debt reduction

DF2

Free up funds

141

DF3

Increase in operation efficiency

DF4

Directives for liberalization

DF5

Equalize competition conditions

DF6

Increase rail traffic volume

DF7

Reduce negative environmental externalities

DF8

Increase investments

DF9

Increase innovations

DF10

Ideological reasons

DF11

Improve customer service

141
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Document 7

Safetec
Risikoanalyse av jernbanereformen

DF1 | Public sector debt reduction

X DF2 |Free up funds
X DF3 |Increase in operation efficiency 20
DF4 |Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 | Ideoclogical reasons

X DF11 | Improve customer service

~

Document 8

Samferdseldepartementet
Heyringsnotat - refom av jernbanesektoren - lovendringer

DF1 |Public sector debt reduction

DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 | Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 | Ideclogical reasons

DF11 |Improve customer service

Document 9

Regje ringen
.15 2018/2019

Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 |Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 |ldeological reasons

DF11 | Improve customer service
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Document 10

Regjeringen

DF1 |Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 | Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 lIncrease innovations

DF10 |Ideological reasons

DF11 |Improve customer service

Document 11

Regjeringen

DF1 |Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency
DF4 | Directives for liberalization

DF5 |Equalize competition conditions
DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 |ldeological reasons

DF11 |Improve customer service

Document 12

Regjeringen
. 143 L (2015-2016

Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency
DF4 | Directives for liberalization

DF5 |Equalize competition conditions
DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 |Ideological reasons

DF11 |Improve customer service
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Document 13

Regjeringen
Prop. 8L (2016-2017

DF1 |Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 | Directives for liberalization

DF5 |Equalize competition conditions

DF6 _|Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 |Ideological reasons

| DF11 | Improve customer service

Document 14

Regjeringen
Heringsnotat om ny jembaneforeskrift og lisensforskrift

DF1 |Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 | Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 | Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 | Ideological reasons

| DF 11 |Improve customer service

Document 15

Regjeringen
. 131 S (2016-2017

Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency
DF4 | Directives for liberalization

X DF5 |Equalize competition conditions ]
DF& |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF 10 |Ideological reasons

DF11 | Improve customer service
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Document 16

Landbruks- og matdepartementet
Meld St.6 (2016-2017) - Verdier i vekst

DF1_|Public sector debt reduction

DF2 |Free up funds
X DF3 |Increase in operation efficiency 58, 52
DF4 |Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 |Ideological reasons

|X DF11 |Improve customer service 58

Document 17

N Regjeringen
Prop 19S (2015-2016

DF1 |Public sector debt reduction
DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 |Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |[increase innovations

DF10 | Ideclogical reasons

| DF11 |Improve customer service

Document 18

Departementenes sikkerhets og serviceorganisasjon
NOU 2015 - Digital sarbarhet

DF1 |Public sector debt reduction

DF2 |Free up funds

DF3 |Increase in operation efficiency

DF4 |Directives for liberalization

DF5 |Equalize competition conditions

DF6 |Increase rail traffic volume

DF7 |Reduce negative environmental externalities
DF8 |Increase investments

DF9 |Increase innovations

DF10 |Ideological reasons

DF11 |Improve custemer service
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Appendix B: Interview Guide

Dear
Thank you very much for participating in this interview.
Let us introduce ourselves:

Jenny Lingmark : Applied physics and electrical engineer working as Team leader for
Signal, Bane NOR.

Franco Attolini: Mechanical engineer working as Senior Engineer for Aker Solutions;
developing new products for oil recovery.

With this thesis research we are finalizing our MBA program in Blekinge Institute of
technology. The subject of this master thesis is “Driving Forces for Railway
Privatization”. We think that your expertise and involvement in the Norwegian Railway
sector will makes you a great interviewee for this master thesis. We would like to thank
you for your time that will provide us with precious information.

All dialog, answers and/or comments expressed during this interview will remain
confidential. The results will not identify name or personal data of the interviewee
protecting the anonymity of the individual.

Questionnaire

1. What is your current work position and how many years of experience do you have in
the railway sector?

2. What do you believe are the driving forces for privatization of rail passenger transport
and rail infrastructure maintenance in Norway? (with priority)

3. The following driving forces have been identified in other rail privatizations around
the world.
e Handling/Reduce state debt
e Release public resources, decrease subsidies
e Increase operating efficiency in the industry
e Regulations (international and national)
e Equalize competition conditions (rail, road, sea)
e Increase market share for rail
e Protect the environment
e Increase investments in the sector
e Improve innovation climate in the sector
e Ideological reasons
e Increase customer service

Do you believe any of them are not valid for Norway? If yes, why?
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4. Do you think there was a single driving force that could led to the privatization?

5. Ifit was a combination of driving forces that led to a privatization could you tell me
the three most important?

6. The following shortcomings in rail privatizations are the most common shortcoming
when privatizing the rail industry. Which of them are also a threat for Norway?

7. Are the following a threat to the Norwegian Railway Sector? If not, why?
e Passenger operators are not able to fulfill the contracts. Contracts need be
renegotiated.
e Under-investments.
e Reduction in passenger services and quality of the service
e Continuation of high subsidies. Total cost increase for rail sector
e Safety issues. (Increased number of accidents).
e Issues with train scheduling
e Increase in ticket prices
e Withdrawal of passenger rail operation
e Suppliers getting into financial issues (bankruptcy)
e Disruption of services (cancellations and bus for train)
e Decrease in punctuality
e No changes in efficiency and productivity levels
e Reduction in market share (transportation sector)
e Larger environmental footprint.
e Few competitors not enabling a competitive environment.

8. Do you feel the privatization of the Railway sector in Norway was needed? Or the
state owned model would have been better?
Very much needed
Thank you very much!

Jenny Lingmark and Franco Attolini
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Appendix C: Interview Analysis

SH1

Infrastructure Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

DF3 Increase operating efficiency in the industry

DF4 Regulations (international and national)

DF5 Equalize competition conditions (rail, road, sea)

DF6 Protect the environment/ Increase market share for rail
DF7 Increase investments in the sector

DF8 Improve innovation climate in the sector

DF9 Ideological reasons

DF10 Increase customer service

SH2

Infrastructure Maintenance Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

DF3 Increase operating efficiency in the industry

DF4 Regulations (international and national)

DF5 Equalize competition conditions (rail, road, sea)

DF6 Protect the environment/ Increase market share for rail
DF7 Increase investments in the sector

DF8 Improve innovation climate in the sector

DF9 Ideological reasons

DF10 Increase customer service

SH3

Infrastructure Maintenance Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

DF3 Increase operating efficiency in the industry

DF4 Regulations (international and national)

DF5 Equalize competition conditions (rail, road, sea)

DF6 Protect the environment/ Increase market share for rail
DF7 Increase investments in the sector

DF8 Improve innovation climate in the sector

DF9 Ideological reasons

DF10 Increase customer service
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SH4
Operator Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

DF3 Increase operating efficiency in the industry 1
DF4 Regulations (international and national) 3
DF5 Equalize competition conditions (rail, road, sea)

DF6 Protect the environment/ Increase market share for rail

DF7 Increase investments in the sector

DF8 Improve innovation climate in the sector

DF9 Ideological reasons 2
DF10 Increase customer service

SH5

QOperator Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

DF3 Increase operating efficiency in the industry 1
DF4 Regulations (international and national) 3
DF5 Equalize competition conditions (rail, road, sea)

DF6 Protect the environment/ Increase market share for rail 5
DF7 Increase investments in the sector

DF8 Improve innovation climate in the sector

DF9 Ideological reasons 2
DF10 Increase customer service 4

SH6
Infrastructure Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

DF3 Increase operating efficiency in the industry 2
DF4 Regulations (international and national)

DF5 Equalize competition conditions (rail, road, sea)

DF6 Protect the environment/ Increase market share for rail

DF7 Increase investments in the sector

DF8 Improve innovation climate in the sector

DF9 Ideological reasons 1
DF10 Increase customer service
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SH7
Politician, transport related.

Code Driving Force Priority
DF1 Handling/Reduce state debt
|DF2 Release public resources, decrease subsidies

|DF3 Increase operating efficiency in the industry
I% Regulations (international and national)
DF5 Equalize competition conditions (rail, road, sea)

|_DF5 Protect the environment/ Increase market share for rail 2
DF7 Increase investments in the sector 3
|DF8 Improve innovation climate in the sector

|DF9 Ideological reasons

|DF10 Increase customer service 1

SH8
Infrastructure Company

Code Driving Force Priority
DF1 Handling/Reduce state debt

DF2 Release public resources, decrease subsidies

|'DF3 Increase operating efficiency in the industry 2
|DF4 Regulations (international and national)

|DF5 Equalize competition conditions (rail, road, sea)
DF6 Protect the environment/ Increase market share for rail
|DF

7 Increase investments in the sector
|_DF8 Improve innovation climate in the sector
DFS Ideological reasons 1
|DF10 Increase customer service >
SH9
Operator Company
Code Driving Force Priority
DF1 Handling/Reduce state debt
|DF2 Release public resources, decrease subsidies
|DF3 Increase operating efficiency in the industry 2
I% Regulations (international and national) 3
DF5 Equalize competition conditions (rail, road, sea)
|DF6 Protect the environment/ Increase market share for rail
|DF7 Increase investments in the sector
|DF8 Improve innovation climate in the sector
|DF9 Ideological reasons
[DF10 Increase customer service 1
SH10
Rolling Stock Maintenance Company
Code Driving Force Priority
DF1 Handling/Reduce state debt
DF2 Release public resources, decrease subsidies
DF3 Increase operating efficiency in the industry 1
DF4 Regulations (international and national)
DF5 Equalize competition conditions (rail, road, sea)
DF6 Protect the environment/ Increase market share for rail
DF7 Increase investments in the sector
DF8 Improve innovation climate in the sector
DF9 Ideological reasons 2
DF10 Increase customer service
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Appendix D: Survey Questionnaire

aM72018 Privatisering av jernbanesekioren i Norge

Privatisering av jernbanesektoren i Norge

Som en del av var masteroppgave utferer vi en undersekelse angdende tog passasjerers holdning til
privatisering av jembanesektoren. Takk for at du tar deq tid til & hjelpe oss!

* Required

1. Hvor bor du? *
Mark only one oval.
' Norge
} Annet Land

2. Hvor gammel er du? *
Mark only one oval.

| Under 18

| 18-34
) 35-50
51-67

| Over 67

3. Hvor ofte reiser du med tog? *
Mark only one oval.
") En gang i uken eller oftere
| 1-4 ganger i maneden
) 1-12 ganger i aret

) Sjeldnere enn 1 gang i ret

Felgende tabell viser pa faktorer som er arsaken til
privatisering av jernbanesektoren, passasjerer transport og
drift og vedlikehold av jernbanen. Hvilke faktorer tenker du er
viktigst for Norge?

4. Redusere statens gjeld *
Mark only one oval.

1 2 3 4 5

kkeviig ) C ) ) (D Veldig viktig

https:iidocs. google.comiforms/d/ 1 ulz8048mOErU3UDLRUTZELeFMva.  Th2eexrD 1M 3yqil/edit 113
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aM72019

Privatisering av jernbanesskioren i Norge

5. Omfordele statens ressurser sa at jernbane far mindre og andre sektorer som til eksempel
helse og utdannelse far mer. *

Mark only one oval.

kkevikig () () () () () Veldig vikiig

L L.

6. @ke effektiviteten i jernbanesektoren. *
Mark only one oval.

1 2 3 4 5

— — C—

kkevikig (3 C 3 () () () Veldig vikiig

A e L WA

7. Fa samme type marked for tog og andre transportmiddel som fly, buss og bat. *
Mark only one oval.

kkevikia () C ) ) (O () Veldig vikiig

8. Oppfylle EU's regelverk *
Mark only one oval.

kkeviig (3 () () () () Veldig vikiig

A M L LR —

9. Bidra til bedre miljg 0g mindre utslipp gjiennom at flere bruker toget *
Mark only one oval.

kkeviig () () () () () Veldig vikiig

10. @ke investeringene i jernbanesektoren *

Mark only one oval.

kkevikig () () () () () Veldig vikiig

11. Fa mer fornyelser i jernbanesektoren *

Mark only one oval.

kkeviig () () () () () Veldig vikiig
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12. Markedsekonomi er alitid bedre enn planekonomi, (hvor staten planlegger og styrer
skonomien) *

Mark only one oval.

kkevikig () () () () () \Veldig viktig
13. @ke servicen til kundene. *
Mark only one oval.

N P

kkevikig () ) () ) () Veldig viktig

14. Tror du det er noen andre arsaker til at man
privatiserer jernbanesektoren i Norge?

15. Hva er din holdning til at Vy far konkurranse om a kjere passasjerer tog i Morge? (Go-
Ahead har fatt ferste kontrakten i konkurranseutsettningen og begynner a kjere tog pa
Serlandsbanen i sluttet av aret.) *

Mark only one oval.
_) Positiv
() Negativ
-~

() Ikke noen formening

16. Hva er din holdning til a} Bane NOR ikke lenger komme utfere drift- og
vedlikeholdsoppgave pa jernbanen og at arbeidet blir satt ut til eksterne selskap?
{Spordrift blir skilt ut fra Bane NOR i sommer som et eget selskap som skal konkurrere om
a utfere drift- og vedlikehold pa jernbanen) *

Mark only one oval.

() Positiv
() Negativ

() Ikke noen formening

17. Er du interessert i a fa resultatet fra
undersekelsen skriv inn din epost adresse

Fowered by

. Google Forms
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5. Omfordele statens ressurser sa at jernbane far mindre og andre sektorer som til eksempel
helse og utdannelse far mer. *
Mark only one oval.

P P oy oy

kkeviig () C ) () () () Veldig vikiig

6. @ke effektiviteten i jernbanesektoren. *
Mark only one oval.

1 2 3 4 5

. e -

kkevikia () (C ) ) () () Veldig viktig

A e L WA

7. Fa samme type marked for tog og andre transportmiddel som fly, buss og bat. *
Mark only one oval.

kkevikia () C ) ) (O () Veldig vikiig

8. Oppfylle EU's regelverk *
Mark only one oval.

kkeviig (3 () () () () Veldig vikiig

A M L LR —

9. Bidra til bedre miljg 0g mindre utslipp gjiennom at flere bruker toget *
Mark only one oval.

kkeviig () () () () () Veldig vikiig

10. @ke investeringene i jernbanesektoren *

Mark only one oval.

kkevikig () () () () () Veldig viktig

11. Fa mer fornyelser i jernbanesektoren *

Mark only one oval.

kkeviig () () () () () Veldig vikiig
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