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Abstract
The paper studies the sustainable development opportunities

of the public passenger transport market. The main aim of the
research is to improve the competitiveness of sustainable public
transport. The study focuses on the main problems of the indust-
ry and on the exploration of solutions to these problems; there-
fore grounded theory is applied based on qualitative in-depth
interviews of experts in Hungary.

The research aims to explore transport policy and analyse
marketing tools for encouraging public transport demand, while
generating debates on intervention issues, in order to either con-
firm or impugn the present situation. The resulted grounded the-
ory has brought attention to the necessary reform of transport
institutions; to transport policy integrated settlement develop-
ment; to public transport development proceeding from supply
improvement; and finally, the need of improving awareness via
education. The conclusion of the research is also that exter-
nal fund allocation is necessary, via such means as emerging
liberalization and public-private partnership, and that more de-
mand responsive transport should be introduced, while taking
into account sustainable consumption.
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1 Introduction
The transport industry is characterized by the market libe-

ralization process and the financial restrictions of the economic
crisis, and as a consequence of the latter, the subsequent finan-
cial, restrictionary measures that are placed upon it. Neverthe-
less, sustainable mobility, the enhancement of public transport
competitiveness and service quality should be expected for sus-
tainable development.

Transport policy and strategy, along with corporate strategy,
determine a company’s competitiveness, efficiency and its re-
lation to their macro- and micro environment. These generate
several complex social, economic and political questions.

The aim of my paper is to identify the development trends of
public passenger transport, to highlight the industry and utility
operators which create major problems, and to find solutions
and generate ideas and debates that may improve sustainabi-
lity. Previous literature does not try to explore the root of the
industrial problems in Hungary, neither that in any of the post-
socialist countries, thus this paper attempts to fill this gap. The
study investigates the public transport development opportuni-
ties with qualitative in-depth interviews, applying grounded the-
ory for the analysis. As a result it introduces transport policy
and corporate strategy guidelines.

2 Research method
The reason for applying an exploratory qualitative research

method is due to the fact that there has been a need for more ac-
curate definitions of problems and necessary measures. The pre-
vious quantitative study on the public transport industry could
not identify the reasons for the problems [20]. Since that time,
the market environment has changed significantly, due to the in-
ternational financial and economic crisis, the newly introduced
EU directives, the political situation and developments in tech-
nology (e.g. mobile and online ticket purchases spread). The
liberalization of the road and rail sector has affected a significant
presence of private capital in many parts of Europe (United
Kingdom full privatization). As such, in order to explore the
macro and micro environmental changes, in-depth interviews
were conducted.
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In-depth interviews have been adopted in transportation plan-
ning, principally to explore travel behaviour [15, 16, 32] such as
modal choice [24]. This data collection technique was applied
in such research for understanding the consumers’ motivations,
perceptions and attitudes. Unlike such studies, this paper in-
vestigates the supply side and the feelings of transport planning
experts. The in-depth interview method is suitable for explor-
ing the views and attitudes of respondents to the public trans-
port market. The direct research process is flexible, allowing
a deeper understanding of the weaknesses and opportunities of
the politicized sector. The personal, anonymous response op-
tion contributes to the understanding of those topics, where the
experts are divided, such as in economic, transport and social
policy. The vast majority of open questions, in addition sym-
bolic analysis techniques are applied [25].

Grounded theory is a generally accepted qualitative method,
and it has received a lot of constructive criticism. First of all,
because the researcher should not have perceptions about the
theme prior to the research being carried out, but this is some-
times inevitable. Also, the coding procedure is very long and
unclear in the description of the founders, Glaser and Strauss
[13]. However, over a period of time the method has improved
sensitively [1, 22].Grounded theory is frequently applied as an
analysing method in transportation research (e. g. [12,13]). The
aim of that method, on the grounds of attempting to understand
the problem and its solutions, is to identify propositions and a
conception. On the basis of propositions, which should explore
patterns and deficiencies, can be formulated the final grounded
theory [39].

The method validates the results by comparing them with ear-
lier findings, although it does not sit in judgment on the result-
ing theory, or confirm whether it is acceptable or not [14, 36].It
analyses only if the theory fits into the earlier research results,
even if the concept can be modifiable. The relevance of the
study, especially the respondents, should be investigated through
the process. Further on into the investigation, the resulting
grounded theory should introduce several solutions for the prob-
lem [14, 36].

The research has been conducted according to the principles
of grounded theory, thus new participants have been drawn into
the study, and new information has emerged. The range of res-
pondents has been identified with consideration method arbitra-
rily, according to the reputation and job classification of experts.
The interviewees are industry-wide informed, strategic planning
leaders; such as executives of transport universities, research
institutes, ministries, national public transportation companies
and owners, who are at the same time, senior analysts of their
transportation consulting companies. All of the participants are,
or formerly used to be, a member of an international organiza-
tion or fund, for instance the OECD, the PHARE, the UITP, the
EBRD, the EIB, the World Bank and the American Chamber
of Commerce in Hungary. They are all seeped in the knowl-
edge of worldwide trends and in connection with foreign service

providers. As a consequence, they have become aware of many
personal, national and international experiences related to the
industry, and due to this, they have regularly referred to bench-
mark, best and innovative practices.

The research is in accordance with the qualitative method, and
the features of the sampling are not representative, but it is suit-
able to define a theory.

3 Data analysis
Grounded theory has an abductive approach, especially as it

has inductive, and also deductive elements [7]. It is inductive,
because the theory is derived from responses; in turn, this is de-
ductive, because the results are compared to the literature, which
is also called theoretical sampling. Theoretical sampling means
that literature is included in the course of the research as new
data into the process; for this reason, the paper does not provide
a separate literature review [14].

The semi-structured interviews are tape-recorded and trans-
cripted. After open coding, the similar ideas of the respondents
and also the so called memos1 are labelled and grouped into
discrete incidents [36]. Theoretical coding ensures that data
emerges from the relevant literature and other background in-
formation, such as statistical data, which are involved into the
research to validate findings. According to axial coding, the
categories were related to each other through comparative anal-
ysis, in order to explore the relations among them [36]. The
data have been reduced through selective coding [26, 36].In this
way, broad coding categories have emerged [35] until the core
variable, “sustainable public transport” has been identified. The
results are presented according to the three main subcategories,
which are supported by the core variable, such as the “problems
of public transport”, the “solutions for public transport” and the
“future of public transport”.

To interpret the main findings and the relations between the
subcategories, detailed figures (Fig. 1, Fig. 2 and Fig. 3) are
included. However, these figures should be treated as a whole,
as several categories also have an effect to another category in
another figure.

4 The main problems of public transport
Selective coding has resulted in the subcategories of “prob-

lems of public transport”, which are illustrated in Fig. 1. In this
way, the basis of the problem-solving approach of sustainable
public transport is identified. The figure depicts the broad cod-
ing categories, and their relationships.

The prevailing political conditions define the macro and mic-
ro environment of the companies, which when combined with
persistent underfunding problems, leads not only to indebted-
ness, but also to the impossibility of planning. In addition to this,
because of the constant changes to organizational structures and
the large-scale fluctuation of management, the executives end up

1 Memos are notices about the theme.
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Fig. 1. Problem-solving of sustainable public transport development

having an interest predominantly in short-term results. This is a
situation that is basically out of accord with the long-term deve-
lopment needs of the sector, for the transport service quality can
only be improved in the long term. The organizational problems
are also related to the completely inflexible instruction system,
which does not allow for the shaping of the market.

The need for subsidies is in part due to the fact that the cost
of the public service can not be diverted to the consumer, since
public service should be widely available to ensure the access
of public institutions, jobs and more individual travel needs (vi-
siting relatives, tourism, shopping ... etc.). Several problems
are continuously affected by the lack of resources, including the
condition of the infrastructure, especially the receiving ability
and condition of train stations, the track conditions, the perme-
ability of the lines, network optimization, schedule planning, the
development of the passenger information system, as well as
the quality of service. The infrastructure improvement should
be coordinated with the development of the settlement because
sustainability deserves, when mobility needs do not arise. The
need for mobility is not the only demand, because industry is
also affected, therefore the priority is to deal with the negative
externalities and social issues [30]. This is closely related to the
development of peripheral regions. It is beneficial for residents
if the necessary institutions are easily accessible by bike or on
foot as they do not have to spend hours travelling per day; addi-
tionally, if transport demand does not arise, then this is the basis
for sustainability. In accord with that, since transport is based
on a derived demand, the sustainable transport system should be
based on a specific transport vision in which social and ecologi-
cal sustainability should be pursued [27].

Transport and rural development politics may have an effect
on population density, the availability and popularity of pub-
lic transport [19]. Availability and accessibility, which are the
scope of public service, should be ensured in order to reduce the
negative externalities. From a political point of view, changes
can be achieved if rural and public transport infrastructure de-
velopments are in parallel with the introduction of user charges.

In spite of the continuing lack of resources, the quality level

of public transport service is decreasing, only isolated improve-
ments take place. Should funds remain unavailable, the quality
may decline irreversibly. European Union development funds
have been spent particularly on road development and on elec-
trifying the rail network of GySEV. Albeit the EU does not force
the development of railways in areas where the road may be
preferable, it still stresses the importance of sustainability prin-
ciples.

The interviewed experts disagreed on the issue of rail in-
frastructure. Several interviewees questioned, whether Hungary
needs to maintain and develop such a dense rail network. Some
of them suggested that only the powerful, reliable part needs to
be maintained. From the released financial resources that would
arise from no longer needing to perform network maintenance
and operations on closed lines, other areas could be financed,
such as the technical and service quality, the reliability of traffic
management and the passenger information systems. However,
in areas of lower population density, the benefits of railways
were also stressed. In these areas the regional lack of ability,
the poor municipalities and the aging population feature even
more, and as such, the authorities are not able to maintain the
system independently.

The proposition, that is to say, the consequence from the
problem point of view is the following: settlement develop-
ment should be harmonized with public transport development
to ground the basis of sustainability.

5 Proposals to solve the identified problems
5.1 Private capital involvement
The owners of public transport companies can have two basic

priorities. The first is to develop a supply market and thus in-
crease the share of public transport. The second is to achieve a
significant reduction in public financing which can be achieved
by market liberalization. However, this second policy allows
only a few political requirements, such as reductions for so-
cial groups. Another important dilemma is whether the service
provider is considered as a market player, or a public, or a bud-
getary institution. Insofar as the owner seeks full benefits or
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increasing efficiency, these can cause disruption in supply and
neglect of social aspects.

The state is unable to finance and maintain the public trans-
port system, hence the importance of private capital involvement
(Fig. 1). The investors expect, at least in the long term, profit
and security, therefore, more predictable planning and operating
conditions would facilitate the involvement of private capital.
A great care must be taken if the principles of the public are
not to be jeopardized. In the course of liberalization, safety as-
pects must be also taken into account. One of the interviewees
believes that the public passenger transport companies should
be privatized as in freight transport, which would serve the im-
provement of financial resources, including technical and pro-
ductive efficiency, while not narrowing the scope of public ser-
vice. Another respondent has drawn attention to the importance
of caution in relation to the Great American Streetcar Scandal,
where well-capitalized companies (General Motors, Firestone
Rubber, Philips Petroleum, Standard Oil of California, Federal
Engineering Corporation) purchased the streetcars and the trol-
leys in the large cities of the United States of America, in or-
der to shift track traffic to road transport, and consequently, to
replace them with their own products [17]. Along these lines,
public-private partnership (PPP) oriented regulations should be
introduced to develop the industry with control to the social per-
spectives, security and quality [33, 34]. In the regions of the
United Kingdom outside of London after privatization, market
demand was assessed, and following that, only in those areas
which were shown to be profitable, was the service continued,
and so some areas lost access to rail. However, this can result
in strong social and political tension, as has occurred in France
and Slovenia at certain weekends.

The problem in investing in rail development is that, a conces-
sion of at least 20-50 years is required to return, and that instabil-
ity prevails even in the short-term. For this reason, private equity
does not appear to be attracted to the industry, although perhaps
this might not be always true for a very well-capitalized com-
pany that has significant additional benefits, such as improving
the quality of labour, positive social assessment as a compensa-
tion of negative externalities, or the creation of captive markets
for their products.

All public transport companies have already outsourced some
functions which are not related to transportation in Hungary,
but there still remains more potential in this area. Primarily in
tourism targeted lines and destinations, including the Buda Cas-
tle Funicular, the Chairlift, the Cog-railway, the second tramway
line along the Danube bank and the further operation of nostal-
gia vehicles. The improved utilization of the Danube as a river-
way could also help to ensure sustainability.

Private capital can be involved in the introduction of elect-
ronic ticketing systems or multi-modal interchange nodes. The
multi-modal interchanges can realize a higher level of interope-
rability, thus these can unitize the technical, corporate, juridical
and cultural interoperability [28]; although in general, transport

policy makers can decide to orient towards one of them. The
multi-modal interchange nodes take the form of PPP in several
countries. The transport associations should co-ordinate the op-
erators and other decision makers. However, in the case of Ke-
lenföld, a good opportunity would have been to develop a mod-
ern multi-modal junction, since all transport modes have been
reconstructed or newly built. Inasmuch as the development of
integrated junctions, which performs several functions and ser-
vices, benefits the passengers, it also benefits the investors by the
reduction of investment and operating costs. In addition to this,
there appear to have been other missed opportunities at recon-
structed undergrounds in Budapest, such as the lack of elevators
leading to the subway system.

Further opportunities exist in integrating flexible transport
systems into the existing one. At these systems, the potential
passengers sign their travel demand in the demand responsive
transport system, and then the dispatcher centres optimize the
flexible time and/or route (see detailed in [5, 6, 29]). Europe
has primarily adopted flexible transport modes in small commu-
nities and has done so as a social benefit for elderly or disabled
people. In addition to scheduled services, it can perform a feeder
function in low-traffic periods and/or areas. To a lesser degree, it
can be operated instead of the traditional transport modes. The
demand responsive transport system can also be introduced with
subcontractors who can operate with their excess capacity, occa-
sionally during the rush hour, or in turn during off-peak periods.

As a result the following propositions can be formulated:

• To allocate financial resources and reform public transport
companies, liberalization should emerge regarding the scope
of public service, and moreover, outsourcing should be con-
tinued.

• Public-private partnerships should be established to develop
demand responsive transport systems and multi-modal inter-
change nodes, as well as introducing electronic ticketing sys-
tems.

5.2 Advice for the formulators of transport policy guidelines
Sustainable transport development should be applied founded

on basic priorities, such as availability and accessibility. Such
key points characterize the analysing process, so are also re-
ferred in connecting with the future and marketing (Fig. 2).
The structure of the transport institutions places transport pol-
icy within definite bounds. According to the experts and the
consultants of the public transport companies, the efficiency of
transport policy could be achieved more readily and effectively
by the separation of ownership and management; especially in
the area of order and control of public service.

A stronger intervention of transport associations is required.
There is a need for regional authorities to coordinate transport
that operate from the owner and the ministry independently.
Tasks would include tariff and output optimization by the analy-
sis of market demand; service ordering and financing; market
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Fig. 2. The starlike model of sustainable public transport strategy 
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monitoring, and finally, the operators’ coordination to avoid
duplication of traffic. Market efficiency could be increased if
the concessions were launched in a competitive environment.
The operators can only increase revenue if there is an increase
in the number of passengers. However, in liberalized markets,
the private operator may determine the service, focusing on the
where, the when, the how often, and ultimately, whether to pro-
vide a service at all. According to the interviewees, privatiza-
tion is likely to slightly increase the price of transport, along
with the quality level of services in Hungary. However, the pri-
vate bus company Weekendbus acts as a counterexample to this
opinion, by providing a high quality, profitable service at of-
ficially maximized fares on the Budapest-Csömör route; while
the state provides subsidies only after the categories of benefi-
ciaries. Based on customer needs, Weekendbus has launched
a new route between Csömör and Pécel, where the number of
passengers is growing and it has already reached the break-even
point.

Several respondents mentioned that the lack of system integ-
ration can be illustrated with the school bus system. This oper-
ates in parallel with other transport modes, and thus consumes
parallel public funds that could be used elsewhere. In addition
to that, involving new capacity (school buses) reduces the effi-
ciency of the existing public transport. However, it also has a
number of positive attributes: it can be favourable for students
and their parents, and in the long term, this may become the
cornerstone of children’s environmental education. Parents will
also prefer the school bus system due to the fact that teachers of-
fer their children safety and supervision on the buses. The mo-
bility needs of parents are reduced thereby declining the envi-
ronmental and social costs. They do not need to travel to school
and from there to their workplace; therefore they have the op-
portunity to start work earlier.

Most of the experts believe that there are no additional cost-
cutting possibilities, up to transferring costs and introducing
modernised cost management schemes (detailed in [4]). Instead,

more should be spent on public transport because utilization of
modern technology would lead to an increase in the level of ser-
vice and the retention of, and the increase in, the number of
passengers. Although, the implementation of technological de-
velopment is regularly not accompanied by an increase in effi-
ciency. For example, the acquisition and operation of air con-
ditioning equipment is not cost-effective; and low-floor buses
have lower capacity, and so in this way, smaller or larger board
congestion may occur. As such, improvements in the passenger
vehicle fleet need to be in accordance with operational develop-
ment; an important factor in increasing efficiency.

One interviewee suggested diminishing tariffs by 30-40 per
cent, which also could contribute to prior public transport. The
respondent estimates that the volume increase would be about 20
per cent, if at the same time priority measures are introduced to
public transport and restrictions are introduced to private trans-
port (such as congestion charging and parking fare increase).
While this may ultimately lead to a decrease in revenues, it must
be decided whether the target is sustainable development, and
therefore public transport is the priority, or whether the target
is just efficiency. If the target is the former, then polices to ref-
lect this should be implemented. Such policies were studied in
Spain: abolishing VAT on public transport fares, while impos-
ing fuel taxation [2]. The purpose of the research was to increase
the accessibility and usage of public transport, in addition to re-
ducing congestion and environmental pollution. Clearly such
policies may have a financial impact on society, and living stan-
dards may drop due to an increase in taxation. However, the aim
is to keep any such knock-on effect to a minimum.

The incentive and restrictive measures should be applied to-
gether to achieve sustainable public transport development (Ta-
ble 1). First of all, the elements of supply, the service and the
reliability standards should be developed. Then public trans-
port should be officially preferred and enshrined and enforced
legally. At the same time, restrictive measures should be intro-
duced, which also increase the relative level of public transport
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compared to individual. These can be a variety of measures;
the most extreme form is the prohibition of private transport that
should be applied primarily in historic downtown areas. Pri-
vate transport may be limited, inter alia, by creating one-way
streets, using street furniture, prohibiting parking and stopping
and introducing speed limits. It can also be encumbered with bus
lanes and parking clamps and via integrated charging policies
with parking and congestion fees. However, these only affect
destination traffic and do not pose a problem for transit traffic.
The excessive application of restrictive measures might improve
public transport journey time, although there are potential nega-
tive factors that may arise from such measures: because bus lane
congestion can occur on roads and traffic can increase on other
routes, which then raises the overall environmental impact.

The prerequisite of combined public transport is that, P+R, or
P+Walk parking spaces or even bicycle storage devices should
be provided, thereupon reducing the environmental impact and
congestion. The motorists need to be convinced through trans-
port marketing tools, that they can save either money, or time,
or both, when their cars are stopped. For example, the closest
parking places to Dublin DART light rail have to be paid for in
the suburban areas, although a little further away, but within 50
meters, free parking spaces are provided. Different levels of res-
trictions can be imposed in more stages along the ring roads of
Budapest. Congestion occurs mainly on radial inbound traffic
in the downtown area. The interconnection of the outside dis-
tricts of the capital would be particularly important as they are
linked to the endpoints of downtown lines. The strengthening of
peripheral centres could also serve the purpose of decentraliza-
tion, which tends to reduce the load of the city.

Public transport development leads to a local pay off, and thus
areas or regions become more integrated and develop. There-
fore, local transport should be funded from local taxes levied to
the secondary beneficial. As respondents add, local taxes may
be imposed for employers’ transport to workplaces, or their car
usage may be taxed in the form of entrepreneurial or property
taxes.

Parking fees and congestion charges should also be intro-
duced to finance public transport. Employees should be en-
couraged by the fringe benefit system to prefer public transport.
If this is tax free, then the employer may also prefer to pro-
vide such benefits, and those employees who are able to choose,
would more likely select from the incentives. Congestion charg-
ing could be an effective measure for modal shift to public trans-
port. Modal choice can be influenced most effectively by travel
time or cost reduction (market liberalization, traffic manage-
ment, tariff reduction, new transport routs). Those measures,
that increase cost and/or travel time of car usage (speed limit
and control, petrol price increases, parking policy, infrastructure
charges, internalization of other costs), increase the government
revenues, but there are still too many external social costs [18].

Nevertheless, traffic experts agree that such a large discount
system is unaffordable for public transport. However, passen-

gers feel that discounts are a basic right, so they evaluate neg-
atively any restriction on them, even though they do not take
into account such discounts. Such a wide-range discount sys-
tem exists nowhere within Europe, but Hungary should provide
it for all EU citizens. One of the transport experts suggests a
new approach is needed. He believes that social affairs or edu-
cation ministries should provide discounts. Another respondent
proposes that in order to optimize free travel under the age of 6
and above 65, the opportunity to travel free should only be pro-
vided outside of peak periods; within the rush-hour, a fair social
benefit for these groups should also be provided.

Performance-based pricing is necessary also for Budapest lo-
cal transport, because passengers currently pay the same amount
if they travel only a few stops, as they do for a journey that takes
them along a whole public transport route; except in case of sec-
tion and transfer tickets. An electronic ticketing system would
be able to determine accurately the consumption. In this way,
tariffs could be calculated on the basis of the completed trip.
However, tariffs are neither proportional to income, nor take into
account people’s ability to pay. Railway transport fares have
almost doubled (increased by 93.4 per cent) since 2005, which
makes it the second largest increase within the EU; although bus
prices have increased to a lesser extent by 37.3 per cent during
2005-2010 [10].

Since 2007, the bus and railway intercity tariffs have been
uniform, although smaller differences may occur due to the cal-
culation of kilometres between them. Thus the tariff does not
play a role in transport mode choice between rail and bus. How-
ever, when considering transport options as an individual, fares
increase in importance. In case of two travellers paying the full
price for a journey, it may be preferable to travel by car, par-
ticularly if we take the comparative advantages into account.
When considering private transport, the potential passengers do
not take into account the depreciation of the car, the service and
insurance costs, the risk of travel, social costs and environmen-
tal damage. These are taken as sunk costs; in addition, conve-
nience may also take priority. Therefore the role of raising social
awareness in transport policy is particularly important.

The interoperability must also be created between the trans-
port modes by season tickets. The passenger should have the
possibility to choose the most advantageous transport mode in
each journey. As a prerequisite, an inter-company accounting
system has to be established.

Shaping capacity of vehicles to passenger flow also needs to
be improved. There is a potential in integrating minibuses into
the transport system in the urban and intercity transport, even
in the form of flexible transport. A number of cases were re-
ferred to in the interviews, for example, minibuses are suited for
smaller passenger traffic sections or periods in Barcelona, and
the excess capacity of trams is loaded outside the peak period in
Prague.

The results can be advised for transport policy.
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Tab. 1. Advices for Transport Policy Guidelines

Measure Expected direct impacts and results

Restrictive measures:

– Traffic management (one-way streets, street furniture, prohibiting

parking and stopping, speed limits and controls, bus lanes and locks)

Limit private transport

Preferring public transport

Decreasing travel time with public transport

Increasing perceptual quality of public transport

Negative externalities due to congestion

Incentive measures:

– Market liberalization

– P+R, P+Walk, bicycle storage device

– Decentralization of the cities, developing peripheral areas

– Vehicle procurement

– Traffic management (developing timetable)

Taxation and tariff policy (incentive and restrictive measures):

– Increasing petrol prices, while regarding the social effects

– Imposing taxes for employers

– Public transport as tax free part of fringe benefit system

– Integrated charging policy with parking and introducing congestion

charges

– Reconsideration of discount system

– Season tickets creating interoperability

– Performance-based pricing in local transport

Increasing quality of service

Decreasing negative externalities (social, environmental, eco-

nomic impacts)

Preferring public transport

Saving money and time with public transport

Increasing life standards

Negative externalities due to fuel price increase

Increasing government revenues

Financing public transport

Relative and/or real cost reduction for non-drivers

Fair and square increase of public transport fares

Decreasing crowdedness on vehicles

Alternative choice for potential passengers

Value for money

• The institutions of transport and their roles should be recon-
sidered in light of the liberalization process including the
state, the ministry, the regional authorities and the associa-
tions.

• Incentive measures should be implemented for increasing ser-
vice quality and preferring public transport to retain and at-
tract passengers, concurrently restrictive measures should be
undertaken for private transport.

• The tariff system has to be reformed, first and foremost the
discount system has to be reconsidered and performance-
based pricing should be adopted.

5.3 Transport marketing
The respondents emphasized the segmentation of the passen-

gers by consumer behaviour according to their companies’ own
market research, and so highlighting different manageable prob-
lems along with the components of service quality for passen-
gers. Commuter traffic accounts for 60-80 per cent depending on
time and place; this is the great majority of demand. This seg-
ment includes the young, the elderly, and those who because of
their age or health status may not drive or who cannot afford an
automobile purchase or maintenance. For this largely inelastic
segment, accessibility, availability and journey time is the most
important factor. If the transfer is not provided for this group,
social segregation occurs. The transport system of Switzerland
was designed specifically with this group of commuters in mind,
thus the connections are strictly calculated.

The others, who have flexible demand, and thus have in part
negative income elasticity and are in part price-sensitive, should

be encouraged with marketing tools. These narrow segments
consciously take into account such factors as traffic conditions
or economic issues. In the case of even narrower niches, opt-
ing for public transport derives from being aware of the issues
of sustainability, or it may be that they simply like public trans-
port. Quality of service is the most important factor for these
segments. In order to attract passengers, the service quality of
public transport should be compatible with the primary alter-
native: the car. Consequently, the rapid door-to-door transfer
of passengers has to be ensured via the access to multi-modal
transportation systems.

Door-to-door transport consists of the time spent on the ap-
proach to transportation, the waiting and the running time and
the changes. Individual factors can also influence each other;
the traffic can be optimized with satellite-based management
systems. The optimization of stops is particularly important by
reason of availability and accessibility of public service, while
increasing the number of stops attends the growth of travel time.
The network density of all 4 operators (MÁV, VOLÁN, GySEV,
and BKV) is outstanding in Europe, although at the same time,
service frequency is lagging behind. If the service is not dense
enough, especially in long-distance transport, the emphasis is
on accuracy, which depends partly on the service process, and
partly on the function of infrastructure. This is a feature, which
almost all of the operators should develop, all the more so, since
it is very important for passengers. Transport operators highlight
further attributes to improve, such as reducing congestion, the
risks of inaccuracy at transfers, increasing reliability and punc-
tuality. The transfer of passengers involves such a high risk of
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something going wrong, that they are willing to choose a slower
and more uncomfortable transport mode to avoid that. This is
not surprising as passenger delays still occur due to the lack of
intermodality and interoperability; that is to say, buses and trains
do not wait for each other. The conditions of service, cleanliness
and especially the attitude of the staff are mentioned as further
influencing factors. The operators are in the crossfire of pas-
senger complaints, and almost all service providers are seeking
to improve staff motivation and behaviour, with varying degrees
of success. To achieve greater results, financial resources are
necessary for human resource development.

The annual seasonality is easy to manage, but the daily sea-
sonality is more difficult. Researchers at the University of Leeds
assessed, that off-peak price reductions are less effective, than
raising fees at peak periods, although such policies are restricted
by official prices [38].

The need for real-time, interactive passenger information sys-
tems has been highlighted by all operators. It has been realized
for example on RailJet trains. The operators also add that the
implementation of such a system is not only feasible via in-
vestment, but also with better coordination and communication
within and between the service providers.

The company leaders stressed that, as a consequence of li-
beralization and the increasing intra- and inter-modal compe-
tition, their focus is on developing customer loyalty, therefore
various loyalty programs have spread. However, they are only
marginally effective, as customers join these programs only be-
cause of their supplied advantages, which are financed by the
companies [23].Moreover, the share-of-wallet is independent of
the offered benefits. However, it should be able to signify atti-
tude, commitment and stimulate action. Indirectly, CSR (Corpo-
rate Social Responsibility) has a similar effect, which can engen-
der consumers to develop a long-term support for the company,
increasing not only loyalty, but also actual use of the service.
CSR can be effective when it is integrated to the company’s core
activity [8].Loyalty programs and CSR should also take into ac-
count sustainable consumption, thus it should be built into the
corporate and marketing strategy (detailed in [37].

The derived proposition refers also to transportation planning:
multi-modal, door-to-door transport systems should be deve-
loped. In addition, the transport marketing field should consider
the following: public transport companies should build passen-
ger loyalty to retain customers.

6 The future of public transport
According to the interviewees, in the future, the share of pub-

lic transport is expected to continue to lose market share in most
of Europe, as well as in Hungary. After that period, it should
stagnate, and because of the result of sustainable development
strategies, public transport should improve again. However, the
public transport market is much the largest (38 per cent) in Hun-
gary within the EU [9].

A fundamental difference between the well-developed count-

ries with economic potential and the post-socialist countries is
in social attitudes and education (Fig. 3). Not only are the count-
ries as a whole, but also their citizens are much more environ-
mentally aware. In the more developed countries, where moto-
rization and the environmental load are higher, but the financing
problems are less conscious, focusing on public transport de-
velopment and improving sustainability are key issues, although
France and Italy are exceptions. In order to reduce air pollution,
the bicycle is used over smaller distances. This is the case in the
Netherlands; however, owing to the comparative advantages of
private transport, significant investments and efforts have so far
failed to achieve more results. Despite the low achievements,
environmental awareness continues to be taught to children.

The large cities of Europe have already been saturated, and
except in some places, the available infrastructure can not be
expanded any further. As a result of individual motorization,
congestion has become a major problem and the quality of life
within the cities is threatened. Therefore, states have been work-
ing on concepts such as compensating private transport and re-
defining public transport. The negative externalities and depen-
dence on state resources should be reduced, and that is why rail
transport is preferred. Guided ground transport is more sustain-
able, therefore for example, in Madrid more than 100 kilomet-
res of metro lines were built between 1995-2006.2 There are
currently fourteen underground lines, which are more than four
times longer per capita than the metro of Budapest. The ticket
is 1.1 euro in Madrid, which is about equal to the price in Bu-
dapest3, but it can be used in a 8.9 times longer track and if we
analyse it in GDP per capita in Purchasing Power Standards, it
is by 41.6 per cent more favourable (calculated according to the
data of Eurostat [11], KSH [21], and Observatorio Ecónomico
[31]).

The conclusion of this stage of the research can be formulated
as the next proposition: education and public transport develop-
ment is necessary to improve sustainability, thus public transport
preferences.

7 The developed grounded theory
The framework of the grounded theory process has been out-

lined as the problem-solving approach of sustainable public
transport (Fig. 4). This framework provides an overview of the
results.

According to the grounded theory process, the theoretical
propositions are generalized and defined in the following con-
cept: the main pillars of sustainable public transport deve-
lopment, which determine the attraction and retention of con-
sumers, contain settlement development, the reform of public
transport institutions, public transport liberalization (including

2Madrid is the second most populated city in the EU with its 3.3 million
residents. If the suburban area is also taken in consideration, it is the sixth with
6.4 million inhabitants. Madrid possesses the second largest metro line with 284
km, only the metro network of London is larger (Observatorio Ecónomico [31]).

3 290 HUF/EUR exchange rates are considered.
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private capital involvement), education and tariff reform, while
at the same time focusing on door-to-door multimodal transport
development, and as a consequence of that, making quality of
supply a key issue. These are the cornerstones in decreasing the
identified problems of sustainable public transport development,
such as politicization, underfunding, infrastructure and organi-
zational issues, while contributing to sustainable development.

8 Conclusions
The results focus on the grounded theory, which can be ex-

plained as the following: first, the problem-solving approach of
sustainable public transport; second, the necessary measures for
sustainable transport strategy; and finally, the main guidelines
on how to develop transport sustainably in the future.

The conditions for the operation of public transport systems
are determined by political constraints, which are then reflected
in the institutions of transport, in the continuous reforms of com-
panies, in the accumulation of debt and in the conservation of the
high and dry infrastructure. A way out of this crisis can be the
EU market liberalization process, due to its increasing of compe-
tition, which contributes the revival of the companies, and thus

a higher level of consumer satisfaction. Public transport sup-
ply should be improved, even with external financial resources
allocation, while sustainable consumption should be taken into
account. Apart from incentive measures, the restrictive arrange-
ments can also increase the attractiveness of public transport.
Nevertheless, the principles of public service can not be compro-
mised and the availability and accessibility of the service must
be ensured for all consumer groups.

For developing public transport, a key element should be set-
tlement development, inasmuch as mobility is based on derived
demand. Public-private partnership can be a solution for lack
of financial resources in the case of modernization and reforms,
such as flexible transport integration and other organizational
and technological novelties.

To improve the future of public transport, a sustainable sys-
tem should be established. There is also a need to focus on
awareness; an element that should be reflected in education. To
retain and attract passengers, and to comply with their needs,
door-to-door transport should be centred in the strategy.
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