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ABSTRACT

It was the golden age for the railway systems till 1960s. Following decades railways lost its competitive advantages and highways became more popular. This disequilibrium among the transportation sub-systems continued until 1980s. The concept of “Reengineering” appeared with the developments in business administration in the same period, became a solution for the countries that have problems with the railway industry.

There is no general prescription about how a railway organization should have a reengineering process. Politic and financial conditions, management culture, production philosophy, employer-employee relationships are different in each country. On the other hand, European Union aims to map out a usual route for the European countries by decided directives.

In this study, it is aimed to introduce the basic directives determined by E.U., to state reengineering studies in some countries’ railway organizations and to analyze the common characteristics in these applications. These characteristics will offer recommendations for further studies. 
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INTRODUCTION

By 2000s, European countries works on designing railway organizations which have management autonomy, whose financial structures are improved and whose productivity is made increased for new railway strategies in accordance with the European Council Directive numbered 91/440. Railway policies in EU depend on;
a. Autonomy of railway organizations

b. Dividing operation and infrastructure

c. Providing Access right to the lines for new operators

d. Determining infrastructure usage prices fairly
e. Improving financial structures of railway organizations.

EU predicts railway industry to reengineer or to complete reorganizing studies which continues. In the frame of reengineering studies in lots of European country, it is aimed to improve financial structure of railway organizations for reaching a competitive level in railway industry and also in the other industries. In spite of budget and financial constraints, a lot of governments succeeded to decrease debt burdens of public institutions in significant levels. To improve financial structure, some cautions have been taken like transferring debts to general budget or to a different organization. 
In technical change process, it is aimed to provide technical infrastructure compatibility among countries by ensuring uniformity in performance, security, reliability, comfort and environmental standards to be able to serve continuous globally. 

In this context, the basics of reengineering studies in European countries can be summarized like this:

1. Improving financial structures: In recent years, improving financial structure of railway organizations has become primary for reaching competitiveness level among in railway industry and also in the others. 
Many governments succeeded to decrease dept burden of public organizations in spite of budget and financial constraints. Some accuses like transferring debts into general budget or to a different organization was taken. 
2. Autonomy and Independence: Legally, even if many European railway have managerial independence and autonomy, railway strategies focus on 3 items:
a. Legal structure: has been transformed into corporations that most of shares are private from public organizations

b. Organization of public responsibility has been transformed into a consideration of public service agreement from arbitrary applications.

c. Rate of fare arrangements has been transformed into totally independence from government control. 
3. Infrastructure usage compensation: In many European country lines has opened to the other operators by canceling railway monopoly. 
By responsive European Council Directive numbered 91/440, in many West European countries the legal base was composed. But developments about this subject are not completely clear in the applications. For example infrastructure compensations are usually solved nationally. 
4. Separating Infrastructure from Operation at Least in the terms of Accounting: Separating infrastructure from operation has been completed in many European countries. This separation is seemed as a minimal necessity to provide transparency and to competitiveness opportunity in the industry for the new operators. 
Separating infrastructure from operation in railway organizations is possible only with a change in organization structures. Usually three types of organization structure is seen in the railway organizations:
Vertical-Integrated Organization

This classical organization structure can be described as a centralized and hierarchic structure that all infrastructure, operation and marketing activities are controlled by a only center and that can not answer market requirements and that is production-focused. In the traditional structure railways functions are a whole in spite of they have a vertical-communicated structure among horizontal specialty units (line, operation, foundations, construction, accounting, marketing, human resources etc) and also geographical area offices. In the other words, all railway transportation in a country should be organized under a unique structure, e unique management center and in a unique accounting system on a basis that incomes and outgoings can not be separated. Any function should perform for all market places and field of activities like freight, passenger, and suburb.
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The advantage of this structure is giving permission to holistic planning of management activities. Disadvantages are being insufficient about answering market requirements and decreasing nonproductiveness. 
Vertical-Separated Organization

In this model one organization has operation responsibility, the other one has infrastructure responsibility and operator pays a usage compensation for infrastructure.  The basic philosophy in separating infrastructure from operation is opening the line to the other operators and providing competitiveness. The model was first applied in Sweden Railways.
Railway Organization Model That Operation and Infrastructure Separates Institutional 
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The advantages of this structure are giving permission to create competitiveness among operators, providing clarity in industrial relationships and providing specialization.  Disadvantages are difficulties in preparing train traffic chart, in line allowance, in investment planning and disabilities in providing service-cost accordance. 
In this structuring which don’t consider enough reengineering reasons and don’t enable to develop a market-focused service, only infrastructure and operation are separated from each other. In fact this two-part structuring is evaluated as the first stage of organization charts that is prepared according to work units. EU offers to separate at least accountings on this base in European railways. 
Organization According to Market

In this model, railway organization is separated into work unites like freight, passenger and etc. with the aim of acting customer-focused. This model was applied in England in 1980–1994 and every work unite has its own income-outgoing responsibility, independent accounting and profit aims. In the early of 90’s, this model was improved, infrastructure maintenance and operation and drawer-drawn vehicles are separated into work unites. After England, many European countries like Spain, Holland and Germany were organized on the base of work-unites. 
Railway Organization Model According to Market (on the Base of Work-Units)
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The strongnesses of this organization is to enable commercial business, making easy integration of services because of separation under one organization, decreasing bureaucracy in organization activities, providing clarity in costs and subventions.  The weaknesses are causing complexity and difficulties in allowance to work-unites of common costs and competitiveness enabilty in organization activities. 
The vertical-integration approach offering to separate on base of work units is a structuring method which market requirements exposes. Railway has different work areas like arterial passenger and freight railway or market sections. So appropriate service to every market section’s special requirements is needed to be produced and appropriate structuring to market’s requirements is needed. Structuring on base of work units is one of most acceptable approaches in world railways and British Rail in England, RENFE in Spain, freight and passenger railway company AMTRAK in USA, German railways DB AG applies this structuring approach. 
A few examples will be useful to see these reengineering applications’ results. We can mention the change process in some of EU member countries like Germany, France and Rumania as examples.
German Railways (DB)

In Germany, railway is a joint stock company whose 100% share belongs to government. In 1 st of January 1994 with Federal Law, railway reform became operative, West German Railways and East German Railways were made come together and a joint stock company named Deutche Bahn whose all capital belongs to government. On the base of EU directive numbered 91/441, infrastructure and operation was separated from each other and lines were opened to third person under equal conditions. DB was separated into long-distance passenger, local passenger, freight and infrastructure, railway engine and car, work-shop units. Besides two public agencies was set up called Federal Railway Office (EBA) and Federal Railway Assets. Federal Railway Office is a regulator that controls railways, plans the lines and arranges financing. Federal Railway Assets is responsible for personnel management, debt management and immovable selling. 

In German Railways’ organization chart, there are control team and administrative board at the top and there are independent units at the bottom. Each unit has its own profit and loss account. These companies’ finance needs is meet from central cash pool. So the central unit has a bank mission. With the reengineering, a new personnel structure was created. Personnel number was made decreased to 276000 from 580000. Decreasing method was early retirement. 

By accuses that was taken, German Railway moved into profits in 1995. It is expected that freight transportation will increase on 60% rate.  

France Railways

French National Railways (SNCF) is a public organization in commercial statue. It has legal responsibility and financial independence under government control. Infrastructure and operation was separated organizationally. SNCF is operator organization and RFF is infrastructure organization. All of infrastructure ownership in railway transportation was given to RFF (except stations). SCNF manages railway traffic and operation, also maintains infrastructure. SCNF pays for railway network usage to RFF. Legally, new operators can reach to the lines too. Infrastructure costs were classified according to line usage. Government is responsible with managing infrastructure and improving railways. 
Rumania Railways

Rumania Railways (CFR) is a joint stock company that government hast it’s100%. CFR was started a reengineering process which has legal structuring, organizational structuring, privatization and modernization stages. Infrastructure and operation was separated in CFR. Government has a responsibility only on infrastructure, operation and line modernization was made with 20-49 years of agreements. New operators can operate in CFR lines by getting authorization of CFR. Infrastructure usage costs are determined in service agreement. Reengineering was started in 1994 in CFR and it separated into infrastructure, traffic, freight, passenger, drawer-drawn vehicle and immovable assets units. 
Evaluation of Present Reengineering Studies
When the country applications are analysed, it seems there is no general prescription about how a railway organization should have a reengineering process. Politic and financial conditions, management culture, production philosophy, employer-employee relationships are different in each country. But by considering these differences reengineering was implemented. 
Beginning from 70’s, railways in all over the world made some efforts to be saved from similar problems. Solutions that were implemented under each country’s different conditions showed some similarities in spite of all differences. Successful reengineering approaches have some common characteristics:
· To renew relationships with government 
It is a common idea that railways should be managed with a commercial approach because it is not a public service but it is a commercial activity. It means e new relationship between railways and government, severing railways from daily political decisions and a new arrangement that determines responsibilities between two sides is necessary to apply these formally. This new arrangement introduces government’s role in meeting financial requirements in transition period, the way of undertaking old-term debts by government, the limit of government’s authorization on railways and determines program targets and responsibilities for becoming commercial and standing on railway’s own feet.
· Downsizing by Focusing on Primitive Activities (Demercing the secondary activities from organization)
Railways should focus on a particular market share and should serve transportation service. The other activities should be taken away from the organization. These secondary activities are drawer-drawn vehicle production, training unites except technical training, printing house, workshop for sewing clothes, restaurants, hotels, tourism management and management of immovables which is not necessary fort he organization.  
· Dividing Operation and Infrastructure

The basic aim of dividing operation and infrastructure is to set conditions to attract private sector resources and experiences to railways by designing competition environment. By dividing operation and infrastructure, at least on accounting base, it will be provide to determine costs according to usage rate for everyone and to create free access conditions. 
· Increasing Personnel Productivity and Decreasing Personnel Number

One of the basic factors of structuring activities is, to save railways from wrong personnel politics, decreasing hyper employment and increasing unite-personnel productivity. When we look at reengineering applications, these basic two indicators-decreasing total personnel number and increasing productivity per unite-personnel- shows success level. 
· Increasing Efficiency of Assets and Productivity

In the reengineering applications, it is aimed to downsize drawer-drawn vehicle fleet whose a big part can not be used an to produce greater amounts of service with a younger fleet. In most applications it was applied and transportation amount was increased with smaller fleets. 
· Passing to Customer-Focused Approach from Product-Focused Approach 

In the new approaches, firstly, which segment of the market railways will serve in is determined and transportation serves in a way that can meet the requirements of this target audience in an economical way which is appropriate with the specialty of the service. So, railways produce service by beginning from the most profitable market segment under free competition conditions related to strategies, in spite of producing a service that can not perfectly meet any segment’s requirements in a very wide market. 
· Free Access to Railway Network

The most important dimension of reengineering in railways is providing free access right to railway infrastructure for different operators. A public operator has had the network until now and public operator has used only its own trains because of monopoly right, but it is free anymore in consideration of the usage compensation for the other operators. So, more than one operator serves transportation by using same infrastructure and costs that occur with network and foundation usage are shifted to the user. Besides, giving free access right opens the way that goes composing inter-continental networks and international operators as related to EU directives. 
The result of reengineering studies that has been applied in railway industry of several country and common characteristics of successful applications can be classified like this. 
CONCLUSION

The primary focus of this study has been to examine reengineering approach in railway organizations. All analysis and inspections show that reengineering is right prescription for railway organizations. When we analyze reengineering applications, we see that common problems have been solved with “reengineering”. European Union directives offer a change process for the members. The study and examples show us reengineering is an appropriate way to implement the changes that directives offer. 
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