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Abstract

This article reviews the recent experience of franchising metropolitan public transport services in
Melbourne, Australia, to assess the extent to which the declared objectives of the franchising have been
achieved. The failure of the initial franchise process is argued to be attributable, in significant part, to
shortcomings in the Government’s understanding of what was achievable from a public-private initiative
of this nature, given the Melbourne context. Developments associated with the re-franchising process are
summarised, the emphasis shifting towards a strong partnership relationship between purchaser and
provider, with a more realistic risk allocation between the two.
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Context

There have been significant changes in the delivery of many public transport services
over the past two decades. From public monopolies functioning as both regulator and
service provider, it is now increasingly common to see the service delivery role passed
to the private sector. More recently, the public sector’s role in system design has also
come into question, with suggestions that that role too should pass to the private sector.
This change process has been driven by expectations of lower costs to government,
from more efficient service delivery by the private sector, and better service delivery
outcomes, from a service provider more attuned to meeting customer needs.

Melbourne, a city of about 3.5 million people in the state of Victoria, is the only
Australian city to have franchised both its passenger train and tram networks. The
franchising occurred in August, 1999, as part of a much wider privatisation push by the
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