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Executive summary 

Rail has been used to move freight across Tasmania for over 150 years. The fundamental strengths 

of rail – economies of scale, safe and separate corridors, and the unsurpassed movement efficiency 

of steel wheels on steel rails – have underpinned rail’s role in Tasmania’s freight network. These 

characteristics, and an emerging understanding of freight rail’s low greenhouse emission profile1, 

will ensure that rail continues to be used to move freight in transport systems around the world, for 

decades to come. 

The supply chains of major Tasmanian industrial businesses are physically integrated with freight 

rail. Major export commodities including finished metals, mineral ores, paper and cement are 

delivered to port by rail, where they are seamlessly loaded onto ships from storage and loaders 

directly connected to the rail system. Products such as logs, mineral ores and containerised freight 

are sent north, south, east and west on Tasmania’s integrated rail network.  

TasRail manages the state’s rail system as a vertically integrated whole. TasRail operates the Below 

Rail segment, ensuring the rail network is fit for purpose (safe and efficient), and the Above Rail 

business that provides commercial rail and terminal services to Tasmanian industry.  

The Above Rail business is TasRail’s primary revenue generator – charging commercial customers 

for freight services. This revenue contributes to, rather than fully covers, the costs of operating the 

Below Rail segment. This is because many of the benefits of freight rail are economic, rather than 

commercial. As such benefits, which include improved road safety and lower environmental 

impacts, accrue widely across the community and cannot be fully recovered from the customer 

base.  

This is why governments the world over choose to make ongoing investments in freight rail 

infrastructure, ensuring that operational standards remain at a level sufficient to support safe and 

efficient rail network performance and continuing, strong freight customer demand. 

TasRail has commissioned transport economists 2XF Advice Pty Ltd to assess the economic value of 

freight rail in Tasmania and to compare this value with expected funding requirements over the 

coming 10-year period from 2026 to 2035.  

A cost–benefit analysis (CBA) is the basis of the assessment. CBA is recommended by Infrastructure 

Australia (IA) and by the Transport and Infrastructure Council2 as the chief tool to assess the 

economic merit of transport initiatives. The CBA model used for this report is based on the 

 
1 The Australian Government’s Net Zero Transport roadmap highlights rail’s already very low emissions profile as 

well as the capacity to move to zero emissions with further development of battery-electric freight rail options. 
2 This ministerial council oversees the publication of the Australian Transport and Planning (ATAP) framework which 

has been agreed to by all Commonwealth jurisdictions as the agreed framework for the planning and assessment of 

transport initiatives.  
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approach used in support of funding from the Australian Government’s Infrastructure Investment 

Program for the last four tranches of the Tasmanian Freight Rail Revitalisation program.  

The key results of the CBA confirm that operating a freight rail system over the next 10 years is 

economically beneficial to Tasmania, with benefits exceeding costs.  

The benefit–cost ratio (BCR) is 1.3 when considering only standard benefits3 of operational 

efficiency: safety, reduced port congestion and lower environmental impact. Put plainly, for every 

$1.00 invested by government, $1.30 in economic benefit is returned. The BCR increases to 2.0 

when the wider economic benefit of higher employment is included. 

The net present value (NPV) of operating the rail network over the coming 10 years is estimated to 

be $124 million, with standard benefits only. The NPV is estimated at $405 million when wider 

economic benefits are included.  

There are other benefits of freight rail that are difficult to quantify but are nevertheless real; these 

add to the total economic value of Tasmania’s freight system. These other benefits include option 

value – the strategic and added resilience benefits of having infrastructure capacity ready to service 

new freight tasks that may arise. TasRail’s record growth in forestry volumes is an example of 

option value, whereby industry was enabled to transport logs that were previously uncommercial 

for processing and export.  

Overall transport system competitiveness (and therefore effectiveness) is higher when rail freight is 

competing with road and sea freight – as is the case in Tasmania.  

Another important benefit is the higher quality of life that the community enjoys thanks to the rail 

network. Community members regard rail as the preferred method to move freight. They 

understand that rail reduces the number of trucks on the roads that are shared by heavy vehicles, 

light vehicles, pedestrians and cyclists. The safety benefit of rail has been quantified – but not the 

improved wellbeing, or amenity, that is widely reported by the community. Rail also has cultural 

and heritage significance and value to many Tasmanians. 

In summary, the economic benefits of freight rail in Tasmania are significant, with the value of rail’s 

standard (direct) benefits alone outweighing expected infrastructure investment needs over the 

coming decade. When the value of higher employment is included, the NPV of running the rail 

system over 10 years is estimated to be over $400 million. This is without quantifying rail’s other 

benefits that include higher community wellbeing, the strategic and transport system-resilience 

value offered by maintaining the capacity to handle new and growing freight tasks, and the element 

of competition that rail injects into Tasmania’s freight market.  

Governments and their communities can therefore be confident that continued investment into 

Tasmania’s rail freight network is economically justified and sensible.  

 
3 Under ATAP and IA guidance, there are three broad categories of benefit, termed standard, wider economic 

benefits and other.  
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Strategic context 

The Tasmanian Rail Network is an important element of Tasmania’s and Australia’s transport 

systems. It is integrated with ports, roads, logistics hubs and major freight producers. The lines 

linking Burnie, Brighton, Launceston and Bell Bay are part of Australia’s National Land 

Transport Network4. 

Tasmania’s 632km rail network is used to move approximately three million tonnes of freight 

every year – with the 2024 freight task totalling a record 514 million net tonne kilometres.  

Rail freight customers include some of the state’s major exporters . TasRail handles about 35 

per cent of Tasmanian export tonnage. Exports of non-ferrous metals and metallic ores and 

metal were valued at $2.9 billion in the calendar year to December 2024, a 64 per cent share of 

Tasmania’s total export value5. The supply chain for much of Tasmania’s metals and mining 

product is highly reliant on the rail network. Ore is mainly hauled via the Melba Line and the 

Bulk Minerals Export Facility at Burnie Port, which stores and loads ore onto ships for export. 

Zinc and aluminium ingots are moved to port via the rail network.  

Inputs for export products are hauled by TasRail, including coal used to manufacture 

newsprint and for cement production. Rail is also used to send imported intermodal, 

containerised freight from the ports of Burnie, Bell Bay and Devonport to logistics hubs at 

Brighton, Bell Bay and Launceston.  

TasRail has managed the Below and Above Rail segments of the rail network since 2009. In 

1997 the rail network was privatised; after a period of government subsidies from 2004, it 

came back into public ownership.  

TasRail initially took responsibility for the Below Rail network (managing the track) in 2007. In 

2009, TasRail was formed as a State-owned Company. This established a vertically integrated 

railway, combining the Below and Above Rail elements, with the Above Rail business running 

the train fleet and servicing commercial freight customers.  

In the years since, the Australian and Tasmanian governments have made substantial 

investments into the rail network. This has seen strong increases in network performance – 

improved on-time running, reliability and safety. There has been a corresponding growth in 

freight. The rail freight task is up by approximately 150 million net tonne kilometres since the 

2011 low point.  

 
4 See the map at https://investment.infrastructure.gov.au/sites/default/files/documents/national-land-transport-

network-corridors-rail-tasmania.pdf 
5 Tasmanian Government, Department of Treasury and Finance, International Trade in Goods, December 2024, 

released 6 February 2025 
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Today freight rail is a vital element in the Tasmanian freight landscape. Rail is entrenched in 

the supply chain of Tasmanian industrial and logistics businesses and is highly valued by the 

community, particularly for rail’s role in moderating the number of heavy truck movements  on 

the state’s roads (estimated to be ~ 150,000 large truck movements per annum.) However, 

some aspects of rail’s economic value to the community cannot be converted into commercial 

gain – hence the only brief period of operation as a private rail network.  

Consistent with freight railways the world over, TasRail’s Above Rail business – which earns 

income from freight services supplied to commercial customers – is not sufficiently profitable 

to fund investment into the Below Rail network at levels needed to maintain acceptable 

network performance standards and strong freight volumes. Therefore, TasRail expects that 

annual infrastructure funding from the Australian and Tasmanian governments will be 

required for the coming decade and beyond. 

This report sets out the size of that funding. It explores the nature and value of economic 

benefits that governments, and the communities they serve, will receive in return for retaining 

rail as a fundamental element of Tasmania’s freight transport system.  

Approach and methodology 

This report seeks to place a value on the economic benefits of Tasmania’s rail system and compare 

these with the expected government funding costs over the upcoming 10-year period from 2026 to 

2035.  

A cost–benefit analysis (CBA) has been developed for this task. CBA is the method of assessing the 

economic merit of transport programs and projects recommended by Infrastructure Australia (IA)6 

and under the Australian Transport Assessment Planning (ATAP) framework7. ATAP is closely 

aligned with IA guidance while being broader in scope. It is endorsed by the Australian, state and 

territory governments and published by the Transport and Infrastructure Council.  

The CBA model for this report follows ATAP guidelines. The method, used for this report, is a 

further iteration of the cost–benefit modelling approach used in support of applications for 

Australian Government’s Infrastructure Investment Program funding under the Tasmanian Freight 

Rail Revitalisation project. 2XF has worked with TasRail on all four tranches of the revitalisation 

project. 

CBA used for transport initiatives typically compares a “project case” with a “base case”. For the 

purposes of this Value of Rail analysis, the project case is continuing to run a Tasmanian rail freight 

network over the coming 10 years. The base case is a scenario where the freight rail system is shut 

 
6 See https://www.infrastructureaustralia.gov.au/guide-economic-appraisal 
7 The ATAP guidance on CBA can be seen at https://www.atap.gov.au/tools-techniques/cost-benefit-analysis/index 
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down and the freight task anticipated to be moved by rail is instead carried on road by heavy 

vehicles, over the same 10-year period.  

The benefits valued under the CBA include line-haul efficiency/cost savings, reduced congestion at 

Port of Burnie, improved safety, lower environmental impacts and reduced road maintenance 

costs. These are direct benefits of running a rail system in Tasmania and are termed standard 

benefits under ATAP guidelines.  

The rail system also supports employment – beyond those employed directly at TasRail. We 

estimate additional employment in two areas. Firstly, by major customers where rail is embedded 

in the supply chain. Secondly, by major rail contractors who supply services to TasRail. This type of 

benefit is termed a wider economic benefit under ATAP. We present these separately to the 

standard benefits as recommended under the guidelines. 

Further information on the key data and assumptions used in the CBA model to estimate benefits 

can be found in the Detailed results and key assumptions section of this report. 

The main result types generated by this CBA are the benefit–cost ratio (BCR) and net present value 

(NPV) of the project case of continued freight rail operation in Tasmania. 

A BCR is a simple metric that compares the cost of an investment to its benefits. It is calculated by 

dividing the benefits of the investment by the costs. For example, a proposed project costing 

$100 million that is expected to provide a flow of benefits totalling $200 million will have a BCR of 

2.0. A different $100 million project with total benefits of $70 million will have a BCR of 0.7.  

A BCR of 1.0 and higher is an indicator that public investment in a project or program is 

economically warranted. A BCR under 1.0 indicates that the economic benefit of the initiative will be 

less than the costs.  

Net present value (NPV) is a dollar figure that summarises the overall value of an investment. NPV is 

the difference between total benefits and total costs over the period in question. Annual costs and 

benefits are discounted to give the “present” or current value of costs and benefits that are 

estimated to occur in the future – with the assumption that a dollar today will be worth more than a 

dollar in future years. ATAP and IA stipulate that discount rates of 4 per cent and 7 per cent should 

be used. For the sake of simplicity, we have used the higher (more conservative) discount rate of 

7 per cent in this report. Similarly to BCRs, a positive NPV indicates that a project has economic 

merit.  

The BCR metric provides information about the extent to which benefits outweigh costs for a given 

initiative. The NPV metric gives the actual size of the net benefit along with a sense of the scale of 

the investment or project.  





















The Value of Rail – Final Report     17 

 

Estimating wider economic benefits 

The ATAP Guidelines T3 Wider Economic Benefits sets out several forms of wider economic benefit 

(WEB). One of these (WEB2a) has been quantified under this cost–benefit analysis.  

Transport networks have a variety of flow-on impacts on the economy. Labour market impacts look 

at the effect that transport networks have on employment. WEB2a is the change in labour supply 

that may occur because of a transport initiative. This occurs where an element of the transport 

system allows businesses to function, or function better and employ more people.  

In this case, we are looking at the effect that the existence of the TasRail network has on 

employment of core customers and suppliers.  

Tasmania's freight rail system is a vital element of the supply chain for several major employers in 

Tasmania, as they use and produce large quantities of bulk materials that are ideally transported by 

rail. 

Five businesses have integrated rail into their supply chain to the extent that they have onsite rail 

terminals that are in regular and frequent use. These businesses are listed below in Table 15. 

There are also a significant number of contractor jobs that exist as the result of the ongoing work to 

maintain and improve the Tasmanian rail freight network. The contractor job numbers are shown 

below in Table 16. 

We quantify the size of this wider economic benefit by estimating:   

• the number of TasRail customer and supplier jobs that are reliant on freight rail  

• the earnings related to those jobs   

• the income and payroll tax linked to those jobs.    

The tax take is considered, under ATAP guidelines, to represent the wider economic benefit that is 

counted under CBA. In other words, the tax revenue is a conservative representation of the 

economic gains that come from the presence of freight rail within the Tasmanian transport 

network.  

See the businesses and employee numbers that are heavily reliant on freight rail tabled below:  
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The freight railway network provides Tasmania with the infrastructure capacity to respond, rapidly 

and effectively, to new freight-reliant economic opportunities. An example where this occurred was 

the ability of TasRail’s Above Rail business to resolve a major forestry industry supply chain 

challenge by moving logs from Brighton to Bell Bay.  

The solution provided by TasRail for the forestry freight task is a good example of the option value 

of infrastructure being realised. The rail system provides ongoing value that is not always captured 

at each moment in time.  

Option value is an attribute of key infrastructure assets. This value addresses the uncertainty of 

future costs and returns, and the set of opportunities that can be unlocked or denied through 

infrastructure support or disinvestment. The increased use of the existing rail infrastructure boosts 

the economic yield of the Below Rail network with minimal additional investment. Any additional 

capital costs of rolling stock and sidings to facilitate such projects are factored into the freight rates 

or shared investment by new, project-specific customers.  

Motu Economics and Public Policy Research, consultant to the New Zealand Department of 

Transport, notes: 

The potential importance of options created by particular infrastructure investments means that a 

standard “needs analysis” may be an insufficient basis from which to begin an ex-ante evaluation of a 

potential investment. In the cases discussed above, an “opportunities analysis” also needs to be 

included prospectively. Furthermore, it is important not to restrict opportunities to those that may be 

exercised (or even internalised) just by the infrastructure provider or by existing agents. Future agents 

(e.g., new migrants, start-up firms or international firms not yet present in the country) may be the 

agents that take advantage of opportunities that are created9.  

It is possible to estimate option value by estimating the perceived value of having the rail system 

among current non-users of the rail system10. However, it is not simple to determine who the 

relevant non-users of the rail network are, nor the worth of having the rail option. The chances of 

over, or under, estimating option value are high, so we have not attempted to do so.  

Increased logistical efficiency and competition 

Tasmania’s freight market is complex with a range of participants and freight service suppliers. Rail 

and road are often complementary, rather than in direct competition. Nevertheless, markets 

operate best when choice is high and customers have alternatives.  

The presence of road and rail freight modes adds a competitive tension to the Tasmanian freight 

market. This benefits customers by keeping service standards high at lower freight service costs.  

 
9 Grimes, A, 2010, The Economics of Infrastructure Investment: Beyond Simple Cost-Benefit Analysis, Motu Working 

Paper 10-05, August 2010, p 37 
10 Bondemark, A, Johansson, E & Kopsch F, 2021, Accessibility and uncertainty: an empirical analysis of option value 

in transport, The Journal of Transport and Land Use, Vol. 14, No. 1, pp 463-477 
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Rail also adds to the capacity and efficiency of the Tasmanian freight and logistics system. Rail is 

utilised by a diverse group of agents, including shippers (miners, manufacturers, growers, etc.), port 

operators and logistics companies that manage, consolidate and ship freight11.  

Rail’s freight presence enables Tasmania’s freight and logistics system to operate efficiently, adding 

flexibility to the overall benefit of the users of that system.  

Community wellbeing 

Another key benefit is the higher amenity that the community enjoys thanks to the rail network.  

Community members regard rail as an excellent way to move freight. They understand that rail 

reduces the number of trucks on the roads that are shared by heavy vehicles, light vehicles, 

pedestrians and cyclists.  

The safety benefit of rail has been quantified for this report – but not the improved wellbeing, or 

amenity, that is widely reported by the community.  

Another aspect of rail’s contribution to community wellbeing is the cultural and heritage 

significance of the rail network. This is about the community’s attachment to a place – and the 

involvement of rail in people’s understanding of their shared environment and landforms. Rail has 

a long history in Tasmania. Many in the community would have a perceived value of that history 

and would place a value on seeing rail continue to play a cultural, as well as practical , role in 

Tasmania.  

ATAP provides a draft methodology for quantifying this value12. However, determining a meaningful 

and credible monetary estimate of rail’s contribution to Tasmanian wellbeing and cultural heritage 

would not be a straightforward exercise and has not been pursued for this report.  

 
11 See a comprehensive discussion of the benefits of short-haul rail services in Bureau of Infrastructure, Transport 

and Regional Economics (BITRE), 2016, Why short-haul intermodal rail services succeed, Research Report 139, BITRE, 

Canberra ACT. 
12 ATAP, October 2024, v2.3 Valuing Place Effects 
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