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An Efficiency Analysis of Publicly-owned Bus Service and Study
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Summary

Publicly-owned bus service has faced with the severe business environment due to the decline
of bus use since the 1980s. Most municipalities have outsourced bus business or some of the bus
routes to the private companies to reduce the fiscal burden. But various subsidies are provided for
public bus business for the sake of promotion of the public welfare, which results in “soft budget
constraint” in the organization. The paper aimed to get changes in managerial environment
surrounding public bus business straight, evaluate the management efficiency of public bus

business in 24 municipalities during the period from 2006 to 2015 using Slacked Based Measure-
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Dynamic Data Envelopment Analysis (SBM-DDEA) and conduct the factorial analysis of
inefficiency. The analysis results showed that an efficient management was achieved in seven
municipalities throughout the period and that there was no disparity in efficiency between
metropolitan areas and regional areas. Moreover, the quantitative analysis of factors inhibiting
efficient management showed departure from dependency on governmental subsidies,

introduction of flat-rate fare, and alleviation of traffic jam improve efficiency in business operation.
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