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Abstract. This paper examines how local government units (LGUs) in the
Philippines navigate public transport governance under a devolved system. We
identify five models of LGU involvement: (1) Route planning and service
standards enforcement, (2) LGU-operated services, (3) Public-private
partnerships, (4) Fare collection oversight, and (5) Service contracting. These
models reflect varying levels of government participation, but implementation
faces challenges such as resistance from operators, fare disputes, and political
instability. Strategic planning, stakeholder engagement, and institutionalized
policies are crucial for overcoming these barriers. The Philippine case provides
insights into balancing public oversight with private sector participation,
informing global transport governance discussions.
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1 Introduction

What is the most effective governance model for public transport systems? Should the
government take the lead, or should public transport be structured to operate with
minimal state intervention, relying mainly on market forces? The question of how to
best govern public transport continues to challenge policymakers [1,2]. In some
countries, systems have been deregulated or privatized based on the belief that market-
driven solutions are more efficient. In contrast, other nations pursue state-led or mixed
governance models that foster collaboration between public and private sectors. These
debates are especially pertinent in emerging economies, where rapid urban growth and
increasing mobility needs strain existing transport infrastructures [3,4].

In the Philippines, public transport has historically been market-driven, with services
operated by private entities under government-issued franchises [5,6]. This model has
resulted in fragmented, inefficient, and often unreliable transport services, exacerbating
congestion and limiting commuter access to essential services. Recent policy shifts,
however, highlight a growing recognition of public transport as a fundamental service
requiring stronger government oversight.

This study explores the role of local government units (LGUs) in public transport
governance within a decentralized framework. With increasing devolution of
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responsibilities, LGUs have the potential to take on more active roles in transport
planning, regulation, and service provision. This paper seeks to explore two key
questions: (1) What are the primary models of LGU participation in public transport
service provision, and (2) How feasible or viable are these models for
implementation? By analyzing the Philippine experience, this research provides
insights for other emerging economies seeking to balance regulatory oversight, market
efficiency, and social equity in public transport systems.

2 Literature Review

Public transport governance models range from market-based mechanisms to full
government control, with varying degrees of competition and regulation. Market-based
approaches include full deregulation, where private operators compete freely, and
partial arbitration, where competition is structured through tenders or franchises
[1,2,10]. However, concerns over inefficiencies and negative externalities in
deregulated systems have led many governments to intervene through regulation or
direct public ownership.

Regulatory cycles often shift between private competition, monopolization,
regulation, and nationalization, highlighting the dynamic nature of transport
governance [7]. Models such as economic deregulation, privatization, competitive
regulation, negotiated contracts, and regulated public monopolies reflect different
levels of government oversight and private sector involvement [3,4] .

In the Philippines, LGUs have had minimal involvement in public transport
governance, with national agencies and private operators dominating regulation and
service provision [8]. This lack of local participation has resulted in inefficient and
disconnected transport services. Greater LGU engagement could lead to more
responsive, equitable, and sustainable transport systems by aligning services with local
needs and urban planning goals. Research highlights the benefits of local government
participation in transport planning, emphasizing the need for institutional capacity
building and integrated decision-making [9]. Strengthening LGU roles could improve
coordination, transparency, and overall transport service quality.

3 Methods

In line with our two research questions, our approach involves two key steps: (a)
identifying the different models of LGU involvement in public transport service
provision and (b) assessing the feasibility of these models for implementation.

3.1 Identification of LGU models of involvement

We started by interviewing three transport experts with extensive experience in public
transport reform in the Philippines, covering advocacy, government service, and
consultancy. These specialists offered valuable insights into the historical and current
roles of LGUs in public transport, along with key programs and initiatives. They also
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identified LGUs actively engaged in or proposing public transport initiatives, as shown
in Table 1. Based on this information, we arranged interviews with these LGUs to
examine their specific models of involvement in public transport service provision.

Table 1. LGUs interviewed and the dates of the interviews.

corporation which
functions as a quasi-
LGU)

LGU Interview dates (and Public Transport
duration) Initiative or Project

(status - operational or
proposed)

Mandaue City January 24, 2025 (1 hour) Public Transport Route
Plan; Commuter Transport
Map, an integrated fleet
management system
(operational)

Clark (not an LGU December 23, 2024 (1 hour); | Clark Loop Bus

but a government January 17, 2025 (1 hour) (operational)

Iloilo City January 3, 2025 (2 hours); High-Capacity Bus
January 17, 2025 (1 hour) (proposed)
Cavite Province January 7, 2025 (2 hours) Bus Rapid Transit
(proposed)
Baguio City December 19, 2024 (2 hours); | Smart Urban Mobility
February 7, 2025 (2 hours) Project (proposed)
Quezon City January 16, 2025 (1 hour) Quezon City Bus
(operational)

The interview process includes asking LGU representatives about their vision for
public transport in their area, their ongoing initiatives and projects, and the challenges
they face in implementation. Before conducting the interview, we had already gathered
information on LGU initiatives through desk research and previous discussions with
transport experts, as summarized in Table 1. The interview aims to look deeper into the
various modes of public transport service provision, as well as the key success factors
and challenges associated with them.
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3.2 Evaluation of the models via survey

Each model was then evaluated to assess its feasibility and social acceptability,
including potential challenges and obstacles. To determine viability of each of the five
models, we developed and administered a survey with the assistance of the Department
of the Interior and Local Government (DILG), the national agency responsible for
overseeing all LGUs. A formal request for assistance was submitted to the DILG in
January 2025.

This survey presented the five governance models (more below), each with a
description and example LGUs, and asked respondents to rate their viability for
implementation in their LGU using a Likert scale:

0 — This model won’t work in our LGU

1 — This model is unlikely to work in our LGU

2 — This model might work but will face significant challenges

3 — This model has potential but requires substantial adjustments and
support

4 — This model is likely to work with minor adjustments or support

5 — This model will work very well in our LGU with minimal or no
challenges

Valid responses from a total of 287 LGUs were received as of March 1, 2025.

3.3  Scope and limitations of the current study

This study forms part of a broader research initiative with three main goals: (1) to
identify models of LGU involvement and assess their viability; (2) to determine the
factors influencing this viability; and (3) to outline possible transition pathways from
zero LGU involvement to the adoption of viable models. As this paper presents
preliminary findings, it focuses solely on the first objective, while the second and third
objectives will be addressed in future research. We recognize the study’s limitations,
particularly the need to examine contextual, political, and institutional factors affecting
model viability through quantitative and statistical methods—an aspect that falls
outside the present scope. Nonetheless, these dimensions are central to our ongoing and
future work. Currently, we are developing a model to evaluate the viability of LGU-led
public transport provision based on explanatory variables such as LGU typology,
economic context, and income levels. This will help us better stratify our survey data,
reveal context-specific implementation challenges, and craft tailored, evidence-based
transition pathways to support increased LGU participation in public transport.

4 Results and Discussion

4.1  Five Models of LGU involvement in Public Transport Service Provision

Based on the results of the interviews with the LGUs, we have identified five models:
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® Model 1: Route Planning and Service Standards Enforcement — LGUs take
charge of planning routes, setting service standards, and overseeing
compliance.

® Model 2: LGU-Operated Services — LGUs directly operate public transport
services, acting as service providers.

e Model 3: PPP for Transport Operations — LGUs enter into partnerships with
private entities to operate transport services, sharing responsibilities and risks.

e Model 4: Fare Collection Oversight — LGUs regulate and oversee fare
collection mechanisms to ensure transparency and efficiency.

e Model 5: Service Contracting by LGUs — LGUs contract private operators to
provide transport services, often as part of a formalized public service
program.

The first model, Route Planning and Service Standards Enforcement, involves the
LGU actively designing transport routes, regulating fleet sizes, and ensuring
compliance with service quality standards such as frequency and schedule reliability.
Mandaue City exemplifies this approach. In 2022, Mandaue City finalized its Local
Public Transport Route Plan (LPTRP), establishing four intra-city routes operated by
transport cooperatives with modernized fleets. The city also enforces a service plan for
reliability, requiring 24/7 operations through a local ordinance. To enhance public
transport, it partnered with Good Transport Solutions to develop the Commuter
Transport Map (CTM), an integrated fleet management system. Under a Memorandum
of Agreement (MOA), the company is designing 34 bus stops (seven completed) and
developing the CTM app at no cost to the city.

The second model, Direct Operation, sees the LGU managing its own fleet and
operating services on current or planned routes, as demonstrated by the Clark
Development Corporation. In September 2024, the CDC relaunched its Clark Loop
Bus service with a cashless payment system to improve transportation in the Clark
Freeport Zone. The fleet includes 10 air-conditioned buses (42-seater) running every
15 minutes on northbound and southbound routes, covering 25 stops from SM City
Clark to Clark International Airport. Originally introduced for the 2019 SEA Games,
the service was suspended post-event and reinstated in 2024 to support businesses like
Texas Instruments, FedEx, and Nestlé. By addressing transport gaps, CDC aims to ease
business operations and reduce costs for companies relying on private shuttles.

The third model, Public-Private Partnership (PPP) for Transport Operations,
involves an LGU partnering with a private company to manage public transport services
on existing or new routes. Ownership of transport assets and franchise rights may rest
with the private partner or a joint venture. Examples include Iloilo City and the Cavite
Provincial Government. In February 2024, First Balfour Inc., a subsidiary of First
Philippine Holdings, submitted an unsolicited proposal to Iloilo City for an Electric Bus
Rapid Transit (HCB) system. The project aims to finance, develop, operate, and
maintain a high-capacity bus network across three major corridors using electric buses.
Meanwhile, the Cavite Bus Rapid Transit (CBRT) project, a 42-km BRT and P2P
system led by the Cavite Provincial Government in partnership with Megawide and
Maplecrest, received Original Proponent Status in October 2023. Connecting key
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Cavite cities to Metro Manila via PITX, the system will feature three terminals and 47
stations. As of September 2024, the government is inviting challengers and bidders for
this public-private partnership.

The fourth model, Fare Collection Oversight, does not involve the LGU operating
transport services but instead managing fare collection, potentially through an
automated system. The LGU may establish a PPP, where a private company handles
fare collection under a service contract with transport service entities (TSEs), which
retain their franchises. Metro Pacific Tollways Corporation (MPTC) has proposed the
Smart Urban Mobility Project (SUMP) for Baguio City to enhance traffic management,
road safety, and public transport. A joint venture with the city, SUMP includes service
contracting to improve jeepney operations and integrate them into the transport
network. Key features include an automatic fare collection system, ensuring centralized
payments and performance-based operator compensation. Additionally, a congestion
charge for private vehicles entering the central business district during peak hours aims
to reduce traffic and encourage public transport use.

The fifth model, Service Contracting, involves LGUs directly contracting TSEs and
setting service standards they must meet. In this model, the LGU compensates TSEs
for their services, either collecting fares or offering transport for free. Quezon City is
an example of this approach. The Quezon City Bus Augmentation Program (QCBAP),
or QCity Bus Program, was launched in June 2020 to address pandemic-related
transport shortages. Initially introduced during Metro Manila’s general community
quarantine, it has since become a reliable free bus service for commuters in the post-
pandemic era. Operating on eight fixed routes, including QC Hall to Cubao and QC
Hall to Muiloz, the program follows set schedules with designated stops. Buses,
provided under service contracts, offer modern amenities like air conditioning and free
WiFi.

4.2 Evaluation

Figure 1 shows the results of the evaluation of the LGUs.
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Figure 1. Results of evaluation of the LGUs (n=287 valid LGU responses)

The evaluation survey results show that among the five models of LGU involvement
in public transport, Model 1: Route Planning and Service Standards Enforcement is the
most feasible, with an average score of 2.94. This indicates that LGUs find it more
practical to oversee route planning, enforce service standards, and ensure compliance
compared to other models. Model 3: Public-Private Partnerships (PPP) for Transport
Operations follows with an average score of 2.41, suggesting moderate viability as it
enables LGUs to share responsibilities and risks with private sector partners. In
contrast, Models 2, 4, and 5 received lower scores, highlighting greater implementation
challenges. Among them, Model 2: LGU-Operated Services and Model 5: Service
Contracting were rated the most difficult to implement.

Implementing Model 2 and Model 5 poses significant challenges for most LGUs due
to opposition from existing transport operators who view new public transport
initiatives as a threat to their income. In the case of the Clark Loop Program (Model 2)
by the Clark Development Corporation (CDC), the introduction of a bus service has
raised major concerns among current operators. With around 2,000 driver families
potentially impacted, the new bus routes overlap with existing ones, putting many
livelihoods at risk. Similarly, the QCity Bus Service (Model 5) faces resistance as its
lower or free fares attract passengers away from traditional jeepneys and buses, causing
financial difficulties for incumbent operators. As a result, most LGUs find it difficult
to replicate the bus services implemented by CDC and Quezon City.

Similarly, Model 4: Fare Collection Oversight presents challenges for LGUs.
Transport cooperatives generally lack confidence in LGUs' ability to accurately and
fairly remit revenues based on service plan compliance. Additionally, many
cooperatives are hesitant to adopt a cashless fare collection system, as it delays their
access to funds, typically requiring at least a day (t+1 model) before they receive
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payments. Most TCs prefer to collect fares in real-time. Successful implementation of
Model 4 relies on a centralized fare collection entity that enjoys a high level of trust
among transport cooperatives.

Finally, statistical analysis shows that Models 2, 4, and 5 do not significantly differ
in terms of viability, with only Models 1 and 3 standing out as statistically distinct.
These results suggest that while direct LGU operation and private operator contracting
may pose challenges, LGUs find regulatory oversight and route planning and PPP more
feasible. This aligns with their existing governance structures and operational
capacities.

5 Summary, Conclusions and Implications

With the devolution of public transport functions to local government units (LGUs) in
the Philippines, this study examines five models of LGU involvement, ranging from
regulatory oversight to direct service provision. Survey results suggest that LGUs are
best suited for planning and regulatory roles (Model 1), while public-private
partnerships (Model 3) offer a viable middle ground. In contrast, direct operation and
service contracting face greater challenges due to financial, political, and operational
constraints. Resistance from existing operators, fare-setting disputes, and political
instability further hinder LGU-led initiatives, highlighting the need for institutionalized
policies to ensure long-term success.

Among the key challenges, Models 2 (LGU-Operated Services) and 5 (Service
Contracting) face strong opposition from incumbent transport operators who view new
public transport projects as a threat to their livelihoods. For instance, the Clark Loop
Program (Model 2) by the Clark Development Corporation (CDC) encountered
resistance due to route duplication, which directly affected around 2,000 driver
families. Similarly, the QCity Bus Service (Model 5) diverted passengers from
traditional jeepneys and buses, leading to financial difficulties for existing operators.
These factors make such models difficult for most LGUs to replicate.

Additionally, Model 4 (Fare Collection Oversight) presents trust and operational
issues. Transport cooperatives often doubt the ability of LGUs to fairly and accurately
remit revenues and are reluctant to adopt cashless fare collection systems, which delay
access to funds. Since most cooperatives prefer real-time fare collection, a highly
trusted centralized fare collection entity would be necessary for successful
implementation.

These findings contribute to global discussions on public transport governance,
particularly the balance between market-driven approaches and government
intervention. While highly regulated systems in the Global North ensure service quality
and accessibility, much of the Global South relies on informal or market-driven
transport, leading to inconsistencies. The Philippine experience suggests that while
direct government control may be difficult, strategic oversight and structured public-
private collaborations can enhance service provision and efficiency.
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