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This report deals mainly with the movement of containerised cargo through
Australia's major ports.
It follows over 10 years of widespread criticism of the performance of the
waterfront. Criticism that has concentrated on the movement of goods
across the waterfront to the exclusion of the remainder of the landside
journey to the warehouse of origin or destination.
The performance of the waterfront had to be improved and action to
achieve that improvement is underway.
However, almost eight years after the extravagances and inefficiencies of the
transport chain from the warehouse to the wharf began to be exposed little
has been done to remove them.
Responsibility for this failure rests squarely on the shoulders of importers,
exporters, transport chain participants and their respective industry
organisations.
The course of the Inquiry revealed an appalling apathy, ignorance and
inertia on the part of users of waterfront services.
Participants along the chain have each operated within their own discrete
worlds without regard to the impact of their actions on the overall efficiency
of the chain.
Much of the evidence presented to the Committee had been heard before
by either the Webber Committee on Shore Based Shipping Costs in 1984/6
or the Interstate Commission during 1986/9.
One reason for the apathy could be a lack of awareness of the individual
costs of each service utilised. This arises from the absence of a direct
commercial relationship between importers/exporters and the service
providers.
Alternatively it may be that despite all the rhetoric from some industry
organisations individual firms did not see waterfront costs as a priority.

The Australian Shipping Users Group in its response to a question relating
to the 'ignorance displayed by the importers/exporters community* said:
It is not a case of ignorance/disinterest as much as a question of
priorities. Individual firms do not see the waterfront as a key
issue compared with other more pressing problems (maintaining
sales, avoiding industrial disputes) and so do not accord it, or its
problems, a high priority.
This may also explain why in many firms people responsible for transport
decisions are well down the totem pole.
Whilst improved efficiency, reliability and lower transport costs may not be
a priority for individual firms, taken collectively, they are major issues in
helping Australia become more competitive in domestic and international
markets.
The federal government does not have legislative power to make the
changes required to improve the efficiency of the interface.
State governments have some power through control of ports and land
transport.
However, the onus of ensuring the efficiency of the interface improves falls
very much on the users of waterfront related services.
Given the major improvements in waterfront performance since the Inquiry
began it is important to see that the resulting benefits go to making
Australian products more competitive overseas.
The same goes for interface improvements.
Shippers and Importers will need to be vigilant to ensure that the benefits
do not go to the pockets of the shipping companies and port authorities.
Port pricing will be of considerable importance and there will be a
temptation to push up the rate of return on Port assets, to in effect, use
Port authorities as a de facto tax gatherers.
Ideally, the primary role of port authorities should be to facilitate trade and
commerce.

The Inquiry has been broad ranging and well supported by the States, port
authorities, industry and unions, albeit belatedly in some cases.
It has been demanding of Committee Members time. I thank them for their
Hopefully the work of the subcommittee and the contents of this report will
generate actions to substantially improve the efficiency of operations of the
interface between seaports and land transport.
The result will depend on the attitudes adopted by the participants along the
chain from the warehouse to the wharf.
Later this year the Committee will conduct a public seminar on the
recommendations of the report and provide a further report to the
Parliament.
I thank officers of the Department of Transport and Communications for
their cooperation in responding to the subcommittee's numerous requests for
additional information and I especially thank Mr John Jenkins and
Mr Martin Cotton for their professional assistance throughout the inquiry.
Completion of the report would not have been possible without the
dedication and persistence of Committee staff, Chris Paterson, Les Dunn
and June Murphy.

Chairman

The Committee concluded that the major issues to be addressed to improve
the efficiency and performance of the sea/land transport interface are:

the need for interface participants to examine how
their operations could be adapted to increase
overall interface efficiency.

absence of effective communication and flexibility within
transport chain operations resulting in a lack of reliability.
participants claims that the responsibility for
operations always lies elsewhere.

inefficient

the lack of participation by importers and exporters in the
decision making process.

the need to streamline, simplify and standardise
documentary formats (some of which has already
been done).
that the manner of use of documentation by industry
participants is as much to blame as the documents
themselves.
the introduction of EDI should be accelerated and
documentary redesign should be completed prior to
conversion to EDI.

requirement to sight the original bill of lading
hinders cargo release.
failure of the banking and the shipping industries to
effectively promote alternatives to the bill of lading
and letters of credit, such as the sea way bill.
the need to simplify the international trade financial
transaction process.

ensuring compatibility and connectivity between
EDI systems.
creation of domestic and international standard
message formats.
small business concerns with access to and cost of
EDI systems.

the requirement for examination of all measures to
improve efficiency
prior to
infrastructure
development.
a lack of overall planning in
development.

infrastructure
paragraph 4.89

The Committee recommends that:
Interface Efficiency Councils be established, initially
in the ports of Sydney and Melbourne, to facilitate
the efficient movement of cargo to and from those
ports and to formulate policy in relation to the port
interface.
paragraph 5.18
Electronic Data Interchange
The Committee recommends that:
(a)

the Minister for Shipping and Aviation establish a working party
comprising the Department of Transport and Communications,
the Department of Industry, Technology and Commerce,
Austrade, Tradegate, EDI Council of Australia, Australian
Customs Service and Australian Quarantine Inspection Service
to coordinate the introduction of Electronic Data Interchange;

(b)

the Minister for Shipping and Aviation report to the
Parliament on progress of the working party in
twelve months;

(c)

Interface Efficiency Councils in association with Tradegate and
the EDI Council of Australia undertake to educate industry
participants of the benefits of electronic messaging;

(d)

the Australian Quarantine Inspection Service and other
government and regulatory bodies information exchange
systems be aligned as a matter of priority with the
Electronic Data Interchange systems being developed by
the Australian Customs Service; and

(e)

Electronic Data Interchange systems be introduced
into rail networks, and that these systems be
compatible with current sea/road Electronic Data
paragraph 5.34

The Committee recommends that:
(a)

The shipping and banking industries should accept
a formal responsibility for promoting the greater use
of seaway bills and simpler alternative
documentation;

(b)

the Australian Government should take a more
internationally proactive role in initiating necessary
alteration to international trade and finance
documentation; and

(c)

standard import and export documentation be
introduced for all ports.
paragraph 5.51

The Committee recommends that:
The Bureau of Transport and Communications
Economics produce a six monthly Port Performance
Indicator on sea/land transport interface efficiency.
paragraph 5.58

1.1

Few segments of the Australian economy have been subject to

as many inquiries and as much attention from governments over the years
as the Australian waterfront. Major improvements in stevedoring efficiency
rates are now being achieved after the recent reform efforts. The
stevedoring sector itself is but one short segment of the transport chain
involved in moving goods from the ship to the importer and from the
exporter to the ship.

1.2

Links to and from the waterfront - the interfaces with other

means of transport - are equally important to the overall efficiency of
Australian freight transport. Yet these links have not been subjected to the
exhaustive inquiry process that the stevedoring industry has endured.
means of transport, the benefits arising from the waterfront reform process
may be dissipated.

1.3

On 27 June 1990 the Chairman wrote to the then Minister for

Transport and Communications, the Hon Kim C Beazley MP, seeking a
reference on the efficiency of the interface between seaports and land
transport. The following reference was received from the Minister for
Shipping and Aviation Support, Senator the Hon Bob Collins, on the
24 July 1990:

to inquire into and report on the appropriateness, efficiency and
performance of the interface between seaports and land
transport.
1.4

The inquiry was advertised in metropolitan daily newspapers on

28 July 1990. A subcommittee of five members was appointed to conduct the
inquiry. The Committee received 87 submissions and took evidence at
14 public hearings - in Melbourne, Sydney, Wollongong, Canberra, Perth,
Newcastle, Adelaide and Brisbane. The subcommittee also inspected the
ports of Melbourne, Botany Bay, Port Kembla, Fremantle, Newcastle,
Adelaide, Brisbane and Yamba.

1.5

Details of the conduct of the inquiry are at Appendix 1.

1.6

The Committee released a Discussion Paper in August 1991. The

Paper, 'Inquiry into Land Transport Interfaces with Sea Ports - A Discussion
Paper - Issues and Options (From Warehouse to Wharf)', covered issues and
posed questions designed to obtain considered responses from the industry
and other interested parties to those issues. The Paper was designed to
focus the industry on the problems which had been identified by the
Committee during the inquiry. Issues canvassed in the paper were based
principally on the submissions received and information gained through the
lines of questioning pursued by Members at public hearings.

1.7

In particular, the Paper examined the activities of transport

chain participants, focusing on their roles, individually and collectively. Views
were also sought on:
the need for more effective coordination of the
transport chain and the best means of achieving

Electronic Data Interchange (EDI) issues and the
question of improved documentation procedures;
the need for infrastructure investment, and methods
by which this might be funded;
bulk cargoes;
alternative

port/land

transport

arrangements,

including the prospects for land bridging; and
procedures for international financial transactions.
1.8

The importance of considering the entire transport chain to and

from the waterfront has now been recognised by industry participants. The
Discussion Paper prompted considerable discussion and debate within the
media and the transport chain community (Australian Financial Review;
3 March 1992: Daily Commercial News;12 February 1992:6). This discussion

and debate has been positive. It has resulted in a heightened awareness of
problems along the transport chain among participants and helped create

Responses to the Discussion Paper have been an important

1.10

The Committee sought information from the Bureau of

Transport and Communications Economics on cost factors associated with
the sea/land interface. The Bureau has produced two papers - 'Shore Based
Shipping Costs, a 1991 Update' and 'The Costs of Uneven Flows of
Containers Through Container Terminals'. The first of these updates
information in the then Bureau of Transport Economies' Occasional Paper
Number 80, Shore-based

Shipping Costs, Non-bulk

Cargo, of 1986

(Submission 85).

1.11

The Committee interpreted the terms of reference widely. The

Committee saw scope for an examination of all types of cargo, all ports, the
efficiency of both land transport systems and the waterfront in moving goods
to and from the ports. The financial, documentary and regulatory processes
associated with these movements were also investigated.

1.12

In approaching its task, the Committee has not attempted an in-

depth examination of aspects of the interface already receiving priority
attention elsewhere. Rather it has sought to shed some light on those areas
that may not have been subject to such scrutiny in the reform processes to

1.13

Keeping in mind the importance of examining the efficiency of

the transport chain as a whole, the Committee has taken the view that the
interface between seaports and land transport extends from the wharf to the
importer, and from the exporter to the wharf. On the basis of the evidence
received, the Committee decided that the key focus of the inquiry should be
on containerised, or similarly packed, general liner cargoes. Two other areas
received substantive comment in evidence, namely, issues relating to bulk
commodities, and possible alternatives to the present port/land transport
arrangements for handling cargo. These matters are examined in
Appendices 2 and 3 respectively.
t A

1.14

ft

•/

The terms of reference required the Committee to report on 'the

appropriateness, efficiency and performance' of the interface. To achieve
consistency in applying the terms of reference, the Committee felt it would
be desirable to adopt the criteria for efficiency used by the Industry Task
Force on Shore Based Shipping Costs, (the Webber Report). The Task
Force considered the term 'efficiency' placed emphasis on reduced costs,
increased reliability and shorter transit times (Webber Report;1986:ll,12).

1.15

In the next chapter we outline the rationale for the inquiry. The

Committee has drawn on information and conclusions from earlier inquiries
on related issues, as well as on its own conclusions on the importance of the
waterfront and associated transport modes to the Australian economy as a
whole.
1.16

Chapter 3 discusses the role and functions of the large number

of players in the sea/land transport interface, describing 'the waterfront in
action1.
1.17

Chapter 4 focuses on the major issues raised in the course of the

inquiry including:
the need for attitudinal change within the total transport chain
i.e. among stevedores, land transport operators,

freight

forwarders, customs brokers, shipping companies and importers
and exporters;
the need for waterfront users, individually and collectively, to
identify and exert their influence or purchasing power to obtain
the levels of service that they require from the transport chain;
the need for more effective coordination and
interaction between transport chain participants;
a cumbersome documentary system;

perceived problems with the financial arrangements

confusion over the introduction of EDI throughout

infrastructure development; and
the need to ensure that there is the environment for ongoing
reform.
1.18

Chapter

recommendations.
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Introduction
2.1

Examination of the appropriateness, efficiency and performance

of the sea/land transport interface is a complex task. Before proceeding
there is merit in discussing several basic issues. This will provide the context
against which problems can be analysed.

Earlier Reviews and Inquiries
2.2

The first major public examination of shore-based shipping costs

was the 1984 seminar on Shore Based Shipping Costs organised at the
initiative of the then Minister for Transport, the Hon Peter Morris MHR.
Following the seminar's identification of serious deficiencies in shore based
services, a task force of industry leaders was established to report on ways
to improve the situation.
2.3

Reporting in June 1986, the Task Force on Shore Based

Shipping Costs (The Webber Report) described the state of shore based
services

as

'a chaotic situation1 (Webber

Report;1986:l).

Several

impediments to an improved sea/land transport interface were identified by
the Task Force. It saw a lack of communication among industry participants
in the shore based shipping sector as a central problem. The Task Force
argued that truck queues were the most visible manifestation of this lack of
communication. It also referred to the disparity between the modes of
operation of the container terminals and the road transport system
(1986:35,43).
9

2.4

The Task Force also highlighted the absence of a contractual

relationship between industry participants (for example between stevedores
and road transport operators) as an impediment to improved efficiency (see
Table 3.1).
2.5

Sea/land transport interface issues also came under scrutiny as

part of the Inter-State Commission (ISC) Waterfront Investigation report of
March 1989. Although the bulk of the report centred on stevedoring, the
ISC also said that the waterfront needed a land access infrastructure that
facilitated efficient operations. Inefficiencies in the provision of land
transport to and from waterfront facilities had to be addressed. Modern
communications technology needed to be applied to the information flow on
cargo movements, and improved cargo documentation procedures were
needed (ISC, Waterfront Investigation, Conclusions and Recommendations
Vol.l;1989:314,318,321,346,347).

2.6

The ISC also drew attention to the need to strengthen the

influence and representation of exporters and importers in waterfront issues
(ISC, Waterfront

Investigation, Conclusions

and

Recommendations

Vol.l;1989:299). As the Importer/Exporter Panel suggested in its report to
the ISC:

Importers and exporters can, in significant areas of their activity,
improve their performance in the industry, thus assisting the
improvement of the shore-based system to their ultimate benefit
(1987:17).
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2.7

There is a significant similarity between the issues identified in

the ISC and Task Force reports. Both inquiries were concerned with a lack
of communication between industry participants, road and rail access to
ports, truck queues, port authority functions, improved documentation
procedures, industrial relations, terminal operations and an enhanced role
for importers and exporters in the management of waterfront operations.

2.8

There has been evidence that some obvious manifestations of

the problems identified in earlier inquiries have been alleviated in recent
times. The most obvious is the dramatic reduction of truck queues at some
ports. It became apparent in the course of this inquiry that many of the
underlying problems still exist, and could re-emerge as trade volumes grow
if remedial action is not taken.

2.9

The Committee acknowledges that State governments have

constitutional responsibility for land transport and the operations of port
authorities and ports. However, the significance of the sea/land transport
interface contribution to national economic performance is such that a
national perspective is required.

2.10

In its 1988 information paper, Economic Significance of the

Waterfront, the Bureau of Transport and Communications Economics
(BTCE) points out that the waterfront is a medium to large Australian
industry that makes a considerable contribution to the Australian economy

(1988:20). Australian Bureau of Statistics figures for 1990 indicate that over
95% of imports and exports crossed Australia's wharves. This represented
74% of the value of imports and 82% of the value of exports (ABS;1991:3).

BTCE figures, as it was generally not possible to isolate the specific data
required for such a study from the total operations of the relevant land
transport establishments. If the road and rail transport components of the
sea/land interface were added, the sector under inquiry would assume a
substantial economic significance in its own right. In this Report, the term
waterfront has been used in a broad sense to cover stevedoring, other port
related activities as well as the interface with land transport.

2.12

More importantly, however, the waterfront has a fundamental

impact on the competitiveness of the other industries that use and rely upon
the services provided, and indeed on the Australian economy as a whole.
2.13

The current emphasis on export and import replacement

industries highlights the importance of imports in the production process.
The waterfront's role as a link in the transport chain for imports and exports
is vital to both exporting industries and industries dependent on imported
inputs to their production processes. Three quarters of Australian imports
are purchased by firms for use as inputs in the production process
(BTCE; 1988:220). The impact of the waterfront on these industries extends
beyond the direct costs associated with the movement of cargo.
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2.14

Substantial indirect costs stem from waterfront unreliability, such as

disruption to production caused by late delivery of goods and the need to
hold larger inventories. The ISC Importer/Exporter Panel pointed out:
The costs of unreliability and uncertainty affect importers and
exporters in financial terms at least as much as direct charges.
The insidiousness of unreliability is that its impact is largely
open ended and outside user control (1987:3).
2.15

With the continued internationalisation of the economy,

improvement in land/sea transport interface efficiency is central to Australia
maintaining and improving its global trading position.

'li^.ing * -.is.:'

2.16

There are significant potential benefits in improving the sea/land

interface. Tables 2.1 and 2.2, based on information in a BTCE paper of
January 1992, Shore Based Shipping Costs - a 1991 Update, prepared at the
Committee's request, shows the components of shore based shipping costs
for import and export containers in 1990-91 (Submission 85). While
stevedoring is a large part of this cost, other costs associated with the
sea/land interface also represent a significant component of the total cost of
shipping a container. The cost of transport to and from the wharf has
increased significantly in real terms since 1985, despite the fact that the real
total shore based shipping cost of handling containers had decreased
substantially since 1985 (Submission 85).
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TABLE 2.1: SHORE BASED SHIPPING COSTS (SfTEU1)

177

157

177

157

339

209

339

209

Customs brokers

59

80

325

360

Transport

177

214

89

107

221

178

886

650

n.a.

n.a.

576

489

973

838

2392

1972

Port and
related charges
Stevedoring

to/from wharf
Packing/
unpacking
Transport to/
from depot

Source:

Submission 85 - BTCE.

1.

Twenty-foot-equivalent unit.

2.

Full container load.

3.

Less-than-container load.

4.

Statistical methodology outlined in Submission 85.
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260

194

260

194

Stevedoring

339

209

339

209

Customs brokers

118

133

443

560

Transport

177

192

89

96

221

178

886

650

n.a.

n.a.

576

489

1115

906

2593

2198

Port and
related charges

to/from wharf
Packing/
unpacking
Transport to/
from depot
TOTAL
Source:

Submission 85 - BTCE.

1.

Twenty-foot-equivalent unit.

2.

Full container load.

3.

Less-than-container load.

4.

Statistical methodology outlined in Submission 85.
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2.17

However, these figures do not take into account the benefits

which may arise from increased reliability along the transport chain. Reliable
delivery times would allow warehouses to reduce stock levels and increase
their efficiencies. The Bureau, however, noted that its estimates understate
the savings that would be achievable under improved trading conditions
(that is as cargo volumes increase so does the potential to increase
efficiency).
2.18

In its second study for the Committee, the BTCE found that,

based on 1991 conditions, some direct savings (albeit relatively small) could
be available from smoothing out cargo flows to and from container
terminals. Potential savings were estimated at $10.3m ($7.8m from truck
management and $2.5m from reduced variance in ship arrival time
distributions).

2.19

Significant cost savings are possible through the introduction of

EDI. Tradegate estimates that direct cost savings of between $2.50 and $4
per transaction resulting in a total saving of between $125 to $200m per
annum is attainable. Additionally, Tradegate estimate indirect cost savings
of $95 to $165m per annum. A total saving of between $220m and $415m
(Submission 87).

2.20

The stevedoring industry has long been one of the more

intractable problem areas facing governments seeking to modernise the
structure of the Australian economy.

16

2.21

Reform of the stevedoring sector is now ahead of the timetable

set down in the In-Principle Agreement (IPA). To date 43 enterprise-based
agreements, approved by the Waterfront Industry Reform Authority, have
been implemented. As a result, the stevedoring workforce has fallen by
40 per cent since 1989 with over 3800 employees leaving the industry. Early
reports from both stevedores and port users indicate that significant
productivity improvements are being achieved following the introduction of
enterprise employment Stevedoring charges have fallen by as much as 2025% over the last eighteen months as competition between stevedoring
operators has intensified. Most of this reduction is reflected in Tables 2.1
and 2.2.

2.22

Notwithstanding this improved stevedoring performance, a

number of challenges remain, including, completing the reform of
employment arrangements in the regional ports and the continuing reform
of the State government controlled port authorities. But just as importantly,
the links between the waterfront and other transport modes need to be as
efficient as possible in order that benefits flowing from stevedoring reform
can be capitalised upon. Improvements to the efficiency of the sea/land
transport interface in line with the gains already evident in the stevedoring
sector will maximise the efficiency of moving goods along the entire
transport chain.

2.23

Importers and exporters as the users of the transport chain must

bear the costs associated with the movement of goods along that chain. As
such, they have an obvious interest in these costs being minimised. But their
interests are not confined to minimising the price of the transport services
provided. Users have a right to expect value for money out of the
17

waterfront. They should be able to expect quality of service (for instance for
their goods to be transported with minimal levels of damage). Above all,
users need to be certain that services will be provided on a consistent and
reliable basis.

2.24

Whilst users have the right to expect a certain level of service

from the sea/land transport interface they also have a responsibility to
ensure they monitor the level of service and react accordingly if service
levels drop. Users of the sea/land transport interface cannot divorce
themselves from some responsibility for the state of interface service. They
need to look at means of encouraging cost competitiveness and vary them
to gain best advantage of improvements in transport chain efficiency. They
need also to review their hours of operation.

2.25

Given its importance to Australia's trade and international

competitiveness, all sectors of the waterfront need to be efficient to ensure
that the benefits of ongoing reform are maximised and passed on to all.

introduction
3.1

There are a large number of individual participants in the

transport chain which moves general cargo (containerised) goods to and
from the wharf. This Chapter of the report examines the operations of those
parties with the aim of outlining the functions and responsibilities of each
industry participant within the transport chain.

3.2

Of special interest is the extent of contractual and administrative

linkages between each of the participants. The strength and form of these
linkages, including the type of communications systems being used, will
shape the structure and efficiency of the interface.
3.3

Parties directly involved in moving cargo across the interface

include:
shipping companies;
stevedoring companies and container terminals;
container depots;
freight forwarders;
customs brokers;

19

road transport operators;
railways;
federal regulatory agencies; and
port authorities,
importers and exporters;
Industry Participants

3.4

Shipping companies are primarily responsible for the sea

transport of cargo. The contractual arrangements with the cargo owner vary
with the terms of shipment.
3.5

Contracts are usually organised according to prearranged

INCOTERMS conditions. The are several INCOTERMS conditions, the
most commonly used are:

'free on board' (fob), seller is responsible for
transport to and loading of cargo at the port of
origin, the buyer is responsible for arranging all
other transport and insurance;
20

'cost, insurance and freight' (cif), the seller is
responsible for the transportation and insurance of
cargo up to the port of discharge; and
'free into store1 (fis), seller is responsible for the
transportation and insurance of cargo to its ultimate

3.6

Exporters generally deal with shipping companies. In the case of

importers this arrangement is not as frequent, as sea transport is usually
arranged by the exporter.
3.7

In most cases shipping companies have a direct contractual link

with the stevedore or container terminal operator who loads or unloads the
cargo from the ship.
3.8

The shipping company will pass the costs of stevedoring services

on to the shipper through the ocean freight rate, the costs of stevedoring
not usually being separately identified within the charge.
3.9

Shipping companies, especially the conference lines, offer door-

to-door services. This includes accepting complete responsibility for the
movement of cargo from origin to destination. Provision of this type of
service potentially brings shipping companies into contact with all
participants in the transport chain.
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