Insights from Australia / NZ
Bus franchising masterclass
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Public v private buses

Passenger boardings by mode of transport and ownership in major cities (2010)
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Reference materials
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PUBLIC TRANSPORT,
PRIVATE OPERATORS

DELIVERING BETTER SERVICES THROUGH FRAMNCHISING

Beulim & Fasapad Fafum
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ON THE BUSES

THE BENEFITS OF PRIVATE SECTOR INVOLYEMENT

IN THE DELIVERY OF BUS SERVICES
February 2016
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Best practices
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Most interesting transitions

Brisbane -
Auckland -
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Sydney 2004 - Critical ingredients
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Sydney - 2004

Before

Map 1: Sydney Metropolitan Existing Contract Areas i"” e
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‘Sydney Metropolitian Contract Regions
1st January 2005
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Sydney — 2012/13
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The good news

® 11 private contracts tendered
- First time subject to true competition

® 4 new contracts awarded
® $45m pa saving over 10 years
® New customer performance regime

The bad news

® Only one new entrant

- Three other contracts all went to operators in
adjacent areas

® Depots a significant barrier to effective competition
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Exports we are not that proud of
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NZ: From an effectiveness perspective, the model appeared to have several
major shortcomings, but some good features

® Positive features appear to be:
- operators that are strongly motivated to grow patronage

- operators have some degree of freedom to implement changes and service innovation without a long /
difficult evaluation process by public authorities

® Shortcomings include:
- creation of a poor environment for implementing service changes and collaborative service planning
- significant constraints on the ability of public authorities to implement integrated fares and ticketing
- insufficient transparency of service quality factors (which have a material influence on patronage)
- incidents of abrupt service suspension, through withdrawal of commercial services

- disincentives for authorities to increase fares or service levels, due to revenue risk residing with
operators

There is a marked lack of consensus between Regional Councils

and Operators about these shortcomings

I:\Active\LTN1\Presentations\Departmental Briefing 060308 v05.ppt
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Analysis revealed a substantial cross-subsidy with low profits on commercial
services and higher returns on contracted services

Combined Commercial and Concession Contracted Services
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NZ: Both legislation and procurement procedures required substantial change

The two-tier system appears
to be a key enabler of high
contract prices

Cross-subsidy
Impact

17
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NZ: PTOM implementation (2006- 2015)

Competition Assessment
of
Public Transport Operating Model

Report
for
Ministry of Transport

March, 2011

N Tailor
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Office of the Minister of Transport
Chair
Cabinet Economic Growth and Infrastructure Committes

PUBLIC TRANSPORT—IMPROVING VALUE FOR MONEY
FROM URBAN' BUS AND FERRY SERVICES

Proposal

1. The purpose of this paper is to inform you of policy work being undertaken to increase
use of urban bus and fermy senvices with less refiance on subsidies.

Executive summary
2 Dverlhepmﬂﬂyeasmmmmﬂt{wmdaﬂbﬁi}spaﬂlmm

me concemed &uthgmﬂmﬂrsnﬂtmualuefnrmyﬁwnﬂsm
on public transport.

| hawe already taken steps to increase value for money from public ransport
expenditure. | effectively capped funding for public transport senvices in the 2008
Government Policy Statement on Land Transport Funding (GPS). In September 2008
Cabinet agresd to a new operating madel for the delivery of metro rail senvices which,
when fully mplemented, should generate better value for money from metro rail.

Inmldnnluurhmbusaﬂiawsermamueuf-ﬁdrmsaebm progressed
tor improwve value for money. Collectvely, these mitiatves will contribute to more:
attractive and cost effective senvices that will result in increased patronage with less
refiance on subsidies. Development of the Publc Transport Operatimg Model (FTOM)
and a sector-wide action plan to improve the effectveness of public ranspert are the
two key initistives discussed in this paper.

The FTOM project is focused on developing ambustq)adl environment for the

fermy operator representatves, HENHZEMTHWW[MZT#]MM
Ministry of Transpost.
1 The refenence to “Urban’ bus and femy services ks 1o disSnguish services provided WiRin & cityiregion and
coversd In the reglon’s Regional Fublic Transport Flan and cther bus services that are provided on a fuly

commential basls between cities andior for bourism purposes.
¥ s of 1 Noveminer ARTA WS rEpisced by e new Auckiand Tramsport Agency.
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Chess board
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Your L.E.K. team

Simon Barrett
Partner, Sydney

‘@\ Areas of expertise

Surface transport
Rail and bus franchising

BSc (Hons) Melbourne
PhD Cambridge

m Simon Barrett

John Goddard
Partner, London

Q Areas of expertise

Public transport
Franchising

=1 Education
Imperial College
Massachusetts Institute
of Technology

m John Goddard
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Monica Ryu
Partner, Sydney

@ Areas of expertise

Public transport
Franchising

Qll Education

-
\ MA Harvard

= A

m Monica Ryu

Andrew Allum
Partner, London

Q Areas of expertise

Public transport
Franchising

“ Education
Imperial College
University of Oxford

m Andrew Allum

Jonathan Metcalfe
Senior Advisor, Melbourne
(Formerly CEO Transdev Aust/NZ)

‘@\ Areas of expertise

Public transport
Franchising

$= Education

m Jonathan Metcalfe

Jonathan Simmons
Partner, London

Q Areas of expertise

Public transport
Bus operations

¥ Education

Harvard Business School

m Jonathan Simmons

Queens College, Cambridge


https://www.linkedin.com/in/simon-barrett-b6256410/
https://www.linkedin.com/in/monica-ryu-4a6b106/
http://uk.linkedin.com/in/jonathansimmonslek
http://uk.linkedin.com/in/jonathansimmonslek
https://www.linkedin.com/in/johnigoddard/?ppe=1
https://www.linkedin.com/in/andrew-allum-996193/
https://www.linkedin.com/in/jonathansimmonslek/?ppe=1
https://www.linkedin.com/in/jonathan-metcalfe-0b78409b/?ppe=1
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