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The export of perishable and time sensitive products contributes significantly to Australia's
balance of trade. A high proportion of these exports are sent to countries in Asia and this report
focuses on that market.
Australian producers are renowned for producing many high quality products. For exporters
what is important is the value of the goods which is measured by the market price paid by
overseas customers.
Jet fresh, high value products will provide sufficient returns to pay for high levels of service
throughout the export chain which will maintain the quality of products as they are transported
from paddock to plate.
Success in exporting perishable and time sensitive goods lies in focusing on high value and high
quality products, produced in sufficient volumes to maintain a presence in the overseas market.
Australian exporters are moving towards an export culture with the creation of networks and
alliances to achieve best results. The work of the Western Australia Air Freight Export Council
demonstrated how an industry-driven export-focussed group can improve export performance.
The creation of similar groups could encourage the further development of an export culture.
Whatever initiatives are adopted, the incentive for change must be commercially based.
The impact of the air freight regulatory environment on the export of perishable and time
sensitive products is influenced by the global nature of air traffic and by the negotiations
between governments on international traffic rights between Australia and other countries. On
the balance of evidence presented, the demand for air freight can generally be met with
available capacity on passenger flights supplemented by dedicated freight services and ad hoc
charter services to meet peak demand periods.
Australian freight rates for exports are some of the lowest in the world and are sustained by
passenger services and inbound freight rates. This has allowed low value products to continue
to be exported. The amount of capacity available to exporters will be determined by the
demand for passenger services and inbound freight. If exporters wish to use dedicated freight
services, they may have to pay a premium.
It is likely that exporters of low value agricultural products will continue to use the capacity
offered on international passenger flights. The rates which dedicated freight service operators
have to charge to remain economic means that their services are best suited to exporters of high
value products or those who are able to coordinate high load factors and exploit particular
windows of opportunity.
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The impediments to the export of perishable and time sensitive products do not lie primarily
with the transport sector. Individual producers or groups of producers who are able to
coordinate regular loads, over extended periods, or anticipate capacity needs wel! in advance
will be able to access the guaranteed capacity obtained from the airlines by forwarders.
The wider implementation of quality assurance handling agreements is essential to creating a
successful export culture. Such agreements specify the requirements for appropriate handling of
products as they move through the export chain. This will help to assure that premium prices
are paid for Australi-an products in overseas markets.
The committee considers that solutions to infrastructure problems need to be made on a sound
commercial basis. Extensive further assessment is needed on the proposals for inland
international air freight hubs. However, on the limited evidence provided to the committee,
such proposals are unlikely to be commercially viable.
In summary, the story of air freight exports of perishable and time sensitive products is the need
to export products valued by the foreign market. In a nutshell exporters need to:
target markets;
target high value products;
change the culture throughout the export chain; and
get the quality right to meet the needs of overseas customers.

The conduct of the inquiry would not have been possible without the help of the air freight
export community. On behalf of the committee, I wish to thank the many people who made
submissions, provided exhibits, and participated in the public hearings.
I wish to thank the Chairman and members of the previous committee and my colleagues on the
current committee for their contribution to the work of the inquiry. The committee expresses its
appreciation for the work of the secretariats of both the previous and the current committee.

Mark Vaile MP
Chair
22 November 1996

In July 1995 the then Minister for Trade, Senator the Hon Bob McMullan requested the House
of Representatives Standing Committee on Transport, Communications and Infrastructure to
inquire into and report on whether there are any systemic deficiencies in Australia's air freight
export infrastructure.
The committee was asked to consider:
•

the extent to which air freight capacity matches the existing and projected needs of
Australian exporters;
-

in particular the needs of exporters of perishable and time sensitive products
operating outside the main air freight forwarding centres of Sydney and
Melbourne;

the commercial and regulatory considerations which impact on air freight capacity;
policy and industry options to facilitate better air freight links; and
the costs and benefits of pursuing change to the current regime.
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In June 1996 the Minister for Transport and Regional Development, the Hon John Sharp MP,
requested that the House of Representatives Standing Committee on Communications,
Transport and Microeconomic Reform undertake an inquiry into air freight exports.
The air freight inquiry was asked to examine the opportunities to improve efficiency in the
exports of Australian products, particularly perishable produce, through enhancing Australia's
air freight services and developing infrastructure and to make recommendations on changes that
are required.
The Committee was asked to consider:
The opportunities for the growth of air freight exports.
•

The extent to which airlines are able to meet the existing and projected needs of
Australian exporters, in particular the needs of exporters of perishable and time sensitive
produce.
The extent to which regulatory procedures and current export industry operating
practices and procedures impact on the development of air freight opportunities.
Opportunities for improved coordination and linkages in the export air freight chain.
Opportunities to improve market development and access.
The need for, and the viability of, additional infrastructure, particularly to meet the
needs of regional exporters for access to air freight centres.
The ability of exporters to meet the cost of the provision of dedicated air freight
capacity.
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ABS

Australian Bureau of Statistics

ACS

Australian Customs Service

AFEC

Air Freight Export Council [Western Australia]

AFIF

Australian Federation of International Forwarders

APEC

Asia Pacific Economic Cooperation

AQIS

Australian Quarantine and Inspection Service

ASIC

Australian Seafood Industry Council

BTCE

Bureau of Transport and Communication Economics

CTO

cargo terminal operator

CWEDG

Central West Economic Development Group

DPIE

Department of Primary Industries and Energy

DTRD

Department of Transport and Regional Development

FAC

Federal Airports Corporation

IMC

Inland Marketing Corporation

ISO

International Standards Organisation

KSA

Kingsford Smith Airport, Sydney

NUW

National Union of Workers

RAAF

Royal Australian Air Force

TWU

Transport Workers' Union of Australia
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In the course of conducting the inquiry, the committee found that to successfully export
perishable and time sensitive products, producers need to concentrate on high value products
which meet the specifications of target markets.
This is in contrast to the perception of some witnesses that the difficulties in exporting
perishable and time sensitive products are due to:
•

inadequate capacity negotiated in Australia's air service agreements;
inadequate service throughout the export chain; and

•

lack of appropriate infrastructure.

Evidence given to the committee confirms that the export of consistent quantities of high value
products can provide sufficient returns to:
command the air freight capacity required on aircraft;
pay for a high levei of service as products move through the export chain; and
sustain investment in infrastructure.
To export successfully, producers of perishable products need to produce:
high value products which meet the specifications of target markets;
•

consistent volumes of products for export over time; and
consistent quality of products for export.

Australians produce many high quality perishable and time sensitive products but for exports it
is the value (market price) given to products by the foreign market that is important.
The committee found over and over again that for Australia to succeed further as an exporter of
perishable products, the key message was the need for a significant cultural change among all
participants in the export chain. The committee is of the view that the incentive for change
must be commercially based.
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On 21 June 1995 the then Prime Minister, the Hon Paul Keating MP, announced in his
'Winning Markets' statement that the then Minister for Trade, Senator the Hon Bob
McMulian MP, and the then Minister for Transport, the Hon Laurie Brereton MP, would initiate
an inquiry into export-related air freight issues. Subsequently, the Minister for Trade wrote to
the chairman of the House of Representatives Standing Committee on Transport,
Communications and Infrastructure, the Hon Peter Morris MHR, to request that the committee
inquire into, and report on, whether there are any systemic deficiencies in Australia's air freight
export infrastructure.
1.2
The committee had not reported when the House of Representatives was dissolved on
29 January 1996. In the new Parliament, the Minister for Transport and Regional Development,
the Hon John Sharp MP, in his letter of 20 June 1996 to the chair of the House of
Representatives Standing Committee on Communications, Transport and Microeconomic
Reform, Mr Mark Vaile MP, requested that the committee inquire into, and report on, air freight
exports under revised terms of reference.
1.3
There have heen a number of inquiries and reviews concerning air freight, the most
recent being a study commissioned by the previous Prime Minister in September 1995. The
report of the study, Removing Impediments to the Export of Perishable Produce, was completed
in December 1995.
1.4
While there is overlap in the terms of reference with the then Prime Minister's study, the
committee has been able to re-examine the issues and build upon the findings of that previous
study.

1.5
The inquiry undertaken by the House of Representatives Standing Committee on
Transport, Communications and Infrastructure was advertised nationally on 19 August 1995 in
the Weekend Australian and on 23 August 1995 in the Financial Review and the committee
invited submissions from interested persons and organisations, In addition, the committee
wrote to government agencies and state governments seeking submissions.
1.6
At the commencement of the inquiry in the 38th Parliament, the committee advertised
the revised terms of reference on 1 July 1996 in Lloyd's List Australian Weekly and on 3 July
1996 in the Daily Commercial News. In addition, the committee wrote to all persons and
organisations which had provided submissions to the inquiry in the 37th Parliament and to the
previous Prime Minister's study. Further, letters were sent to other interested persons and
organisations. In total some 100 invitations for submissions were sent by the committee.

1.7
Over 100 submissions were received and these are listed at Appendix 1. The committee
also received 38 exhibits which are listed at Appendix 2.
1.8
The committee of the 37th Parliament held two hearings, in Adelaide and Melbourne, in
December 1995 and the committee of the 38th Parliament held a further four hearings, in
Sydney {two public hearings) and Canberra (two public hearings), in August and October 1996.
In total evidence was taken at public hearings from fifty nine witnesses and from thirty one
organisations. Details regarding the public hearings conducted in both Parliaments are listed at
Appendix 3.
1.9
In addition, the committee inspected the air freight handling facilities at Kingsford
Smith Airport, Sydney, on 8 August 1996.

1.10 Chapter 2 identifies that in Australia there needs to be a greater commitment to an
export culture at every link in the export chain. The existing market structure is discussed and
opportunities are canvassed for changing that structure through increased competition, better
marketing, and better communication systems. The chapter finishes with a discussion of the
need for ail participants in the export chain to form networks that can influence the export
market.
1.11 Chapter 3 assesses whether the regulatory environment adversely affects the export of
perishable and time sensitive products. The capacity that is provided by bilateral air service
agreements (passenger and dedicated freight services) and by ad hoc freight charters is
discussed in terms of whether that capacity is adequate to meet the demand by exporters of
perishable and time sensitive products. The chapter finishes with an examination concerning
whether some regulations and procedures required by customs and quarantine are impediments
to the export of perishable and time sensitive products.
1.12 Chapter 4 addresses transport and infrastructure issues. The chapter commences by
discussing whether there are impediments to the transport of perishable and time sensitive
products: by the requirement for some producers to move products inter-state, by the freight
rates within Australia, by the existing air freight booking practices, and by difficulties with
handling perishable products. The second part of the chapter covers infrastructure, and begins
with an examination of the need for air-side cold stores at Australia's international airports. The
chapter finishes with an assessment of the adequacy of existing, and need for additional
infrastructure at foreign and domestic airports to support Australian exporters of perishable and
time sensitive products.
1.13 Recommendations by the committee appear throughout the text following the related
discussion of the issue. The recommendations are also reproduced at the front of the report
(with cross referencing to the relevant section in the body of the report) to assist readers.

2.1
This chapter discusses the need for a greater commitment in Australia to developing an
export culture at every step in the export of perishable products and some possible opportunities
for change. It commences with a description of the existing market structure for the export of
perishable and time sensitive products. This is followed by a discussion of opportunities to
change that market structure aimed at reducing impediments to producing a high value product
with well targeted marketing.
2.2
The majority of evidence presented to the committee concerned exports to Asia and the
committee's report reflects this focus on the region which is Australia's largest export market for
perishable products.
2.3
However, the committee does not wish its comments to be seen as applying only to
enhancing Australia's performance in exporting to Asia. Export initiatives to other countries,
such as those in the Middle East and elsewhere, are recognised by the committee as valuable.
2.4
In examining the evidence the committee found over and over again that for Australia to
succeed further as an exporter of perishable products, the key message was the need for a
significant cultural change among all participants in the export chain, which will take time. The
committee is of the view that the incentive for change must be commercially based.

2.5
Mr Ken Matthews, Executive Director, Department of Primary Industries and Energy
(DPIE), described Australia's export focus as follows:
Exports were initially developed to clear the periodic surpluses of produce available at
domestic wholesale markets. This approach to exporting inevitably results m opportunistic
behaviour by exporters who seek to clear temporary surpluses of produce by disposals into
wholesale markets overseas at small margins and securing transport and handling services on
an as-needed basis without any forward planning.
The quality of the produce, which has been handled many times and can be delayed during
export, inevitably suffers and can only be sold at discounted prices overseas. The behaviour
and products of this quality lower the overall reputation of Australian food in those markets.
(Transcripts, p. 294)

2.6
Mr Matthews added that growing export markets and buyers who were becoming
more demanding of quality are leading to changed practices:
... growers are entering into longer term contracts for the supply of a specified quality,
delivered according to a pre-determined schedule. This results in a number of benefits.

First, the transport and handling chain is considerably shortened as produce moves in this case
directly from the farm to export. Second, transport and handling logistics can be simplified
and streamlined. Direct contracts between growers and exporters allow quality handling
procedures to be specified and properly planned for by the transport companies.
Third, and most importantly, the grower is able to secure a price premium for quality that
enables the transport and handling companies to be properly rewarded for their services.
Fourth, it introduces stability and predictability into the planning and scheduling of transport.
FinaliVi the grower gets market information directly back on price and quality, allowing the
growers themselves to adjust their growing and transport arrangements to improve margins in
the future. (Transcripts, p. 294)

2.7
The committee believes that such changes indicate an increasing demand for
improved services throughout the export chain (by producers, road transporters,
agents/consolidators, forwarders, cargo terminal operators, airlines), and the presence of a
growing export culture among producers. An export culture with a commitment to produce
high value products that meet foreign market specifications and guarantee reliable supplies
will enable Australia's producers to become price makers in export markets rather than price

2.8
The export of perishable and time sensitive products contributes significantly to
Australia's balance of trade. Information provided in a report commissioned by the then Prime
Minister, the Hon Paul Keating MP, indicated that in 1994-95 total exports (by air and sea) of
perishable products amounted to $3.2bn of which $2.7bn was exported to Asia (Exhibit 34,
p. 7). The potential for improvement is indicated from recent estimates that, by the turn of the
century, the total Asian food market will be S685bn of which over S83bn wouid be met by
imports (Prime Minister the Hon John Howard MP, Media Release, 'Supermarket to Asia',
12 September 1996).
2.9
The four most important categories of perishable goods are: seafood, fruit and
vegetables, meat, and flowers. Seafood comprises by far the most valuable export. In 1994-95
the total value of seafood sent by air freight to Asia was $349m, at an average value per
kilogram of $20. This compares to the second most important perishable commodity, fruit and
vegetables, which amounted to SI20m at an average value of $2.2 per kilogram (Exhibit 34,
p. 7). Mr Matthews told the committee that in 1994-95 Japan, Hong Kong, Singapore and
Taiwan were Australia's four most important markets for exports of perishable goods and
accounted for 91 per cent of the value of perishable exports {Transcripts, p. 295).
2.10 Australia's geography and broad range of climates allow perishable products to be
harvested across extended seasons in a clean green environment. However, Australia's
geography and agricultural history has also contributed to the development of a fragmented,
poorly coordinated agricultural export sector characterised by large numbers of relatively small
producers primarily focused on the domestic market. These producers are situated in different
climates so experience different seasonal variations.

2.11 To export successfully producers of perishable products, over a long time period, need
to produce:
high value products which meet the specifications of target markets;
consistent volumes of products for export; and
consistent quality of products for export.
2.12 The creation of strong horizontal linkages among producers to achieve critical mass, and
strong vertical linkages involving ail participants in the export chain to facilitate the efficient
movement of products to export markets, was seen by DPIE as essential to export success,
especially for newer exporters and those located away from major transport centres (Sub 18,
Submissions p. 279).
2.13 The fragmented nature of sectors in the export chain extends beyond producers into
freight forwarding operations. This sector provides important support services to producers.
Mr Brian Loveil, Chief Executive Officer, Australian Federation of International Forwarders,
told the committee that his organisation represented some 450 freight forwarders country wide.
He noted that:
... it would be a mammotii task to find out exactly the number of freight forwarders ... There
are a iot of very small operators calling themselves freight forwarders, but then you have to
define the term 'freight forwarder'. (Transcripts, p. 322)

2.14 The land transport sector in Australia is also characterised by the presence of many
businesses of varying size transporting perishables mainly to four export gateways. Aviation
statistics provided by the Department of Transport and Regional Development (DTRD) reveal
that to the year ended June 1996 total tonnages exported from Brisbane amounted to 25 800t;
from Sydney, 53 200t; from Melbourne, 34 800t; and from Perth, 21 600t. Perishable exports
from all other airports amounted to about 12 300t.
2.15 Potentially, the existence of many producers and freight forwarders offers the benefits of
competition in the form of least cost production, lower prices and higher service quality. While
this may serve the domestic market well, it can create some management hurdles to successfully
exporting products, especially in relation to meeting the coordination and communication needs
of all export participants. This is discussed later in this chapter.
2.16 In contrast to the existence of many producers and freight forwarders, cargo terminal
operations are dominated by three entities, discussed below. The impact of having a small
number of cargo terminal operators on market access, price and quality of service, is discussed
below.
2.17 The submission from DTRD indicated that some 90 per cent of perishable exports are
carried in the belly hold of passenger aircraft which are operated by 55 international carriers
providing some 700 services a week to and from Australia. This is supplemented by
24 dedicated freight services per week and additional ad hoc freight charter flights (Sub 61,
Submissions pp. 758-9).

2.18 Australia is considered by the airline industry as a 'back haul' market with export freight
rates set at less than full commercial rates. Export freight rates are sustained by either passenger
services or inbound freight rates. For example, DTRD advised that freight rates ex-Australia to
Tokyo could be as low as $1.32/kg, and to Singapore as low as S0.53/kg. This compares to the
import rates to Sydney of $12.44/kg and S5.82/kg respectively (Sub 101, Submissions p. 1286).
The higher import freight rates sustain the freight rates on exports, including low value
perishables.
2.19 The availability of air freight services for export is determined by passenger services and
air freight imports. Passenger sendees and air freight imports have a major impact on what is
able to be exported, when, at which rate, and from which gateway.
2.20 It is important also to recognise that, a!though there are just four key foreign markets for
Australia's perishable and time sensitive products, Japan, Hong Kong, Singapore, and Taiwan
{Transcripts, p. 295), there may be a number of routes to those countries. Opportunities
therefore exist for innovative scheduling and routing by exporters and airlines.
2.21

Australia's potential export market is comprised of many buyers who are:
geographically dispersed;

•

located at some distance from the producers;

»

quality conscious;
able to access many of the products from various sources in the quantities required;

able to obtain substitutes for Australia's products.
2,22 Consequently, Australia has considerable difficulty in influencing the final market for its
perishable and time sensitive products. Distribution chains in export markets have a number of
competing participants and possible destinations which can include wholesale distribution
centres, supermarkets and hotel/restaurant chains. Australian producers face keen competition
in the market (Sub 13, Submissions p. 129). Competitors include:
•

producers within the foreign country;
experienced exporters such as New Zealand and Israeli companies which may have
established a brand name advantage;
emerging exporters such as those from South Africa and South America which may
have an advantage of lower labour costs; and
large scale producers such as those in the US.

2.23 In summary, the air freight export market structure for perishable and time sensitive
goods is fragmented and currently enjoys less than full commercial freight rates ex-Australia.
Australian producers face keen competition in foreign markets. If Australia is to achieve a
successful export culture a stronger commitment to exporting is essential throughout the whole
chain, from producer to the point of sale in the foreign country. Attention should be focused on
how best to produce a high value product meeting the foreign customer's preferences and
deliver that product in a short time frame to achieve a premium price.

2.24 A commitment to the provision of service is an important aspect in creating a successful
export culture and several submissions and witnesses to the inquiry have criticised the level of
service provided by cargo terminal operations. This has lead to the call for additional operators
to be given access to the market to provide increased competition. Cargo tenninal operators
(CTOs) are responsible for loading freight received from the freight forwarder onto aircraft.
After taking evidence in Sydney the committee took the opportunity to inspect the cargo
terminals operated by Ansett and Qantas and, although the debate has centred on access by
potential competitors to Sydney's Kingsford Smith Airport (KSA), the committee considers its
conclusions have relevance to arrangements at other airports in Australia.
2.25 Market access is a key issue in this inquiry. The situation at KSA is complicated by the
lack of space and this has led to an additional issue of the appropriateness of off-airport CTOs.
In such operations, cargo containers could be packed at the CTO's premises outside the airport
boundary for transport direct to the aircraft for loading (for import air freight the process would
be reversed).

2.26 Currently Qantas and Ansett enjoy considerable market power in their provision of
cargo terminal services. A third CTO, Australian Air Express is half owned by Qantas
(Transcripts, p. 284). There is a fourth CTO at KSA, DHL International (Aust) Pty Ltd.
Mr Brian Roberts, General Manager and Director, DHL, told the committee that, while his firm
was able to load and unload its own aircraft, loadings to Qantas and Ansett aircraft had to be
through Qantas and Ansett CTOs. He added that Ansett had recently agreed to allow DHL
increased access (Transcripts, p. 204).
2.27 During its inspection of CTO facilities at KSA, the committee was informed that cargo
could wait some three hours before being loaded. Such delays could lead to serious
deterioration of perishable products. If left exposed to the elements the quality of perishable
products is likely to be significantly reduced, resulting in lower market prices and/or failure to
adequately supply target export markets. The need for cold storage facilities at airports is
discussed in chapter 4.

2.28

Other criticisms levelled at existing cargo terminal arrangements at KSA include:
the provision of a poor service at a premium cost (Sub 57, Submissions p. 720);
insufficient capacity leading to quality of service problems (Sub 74, Submissions
p. 1029);
non resident airlines have to buy services from CTOs owned by their competitors
(Sub 74, Submissions p. 1030);
a conflict of interest arises since existing CTO employees have to allocate priority to
either their employer's aircraft or those of a competitor (Sub 74, Submissions p. 1030);
and
competition would allow entry of a specialist for whom the CTO function would be core
business (Transcripts, p. 246).

2.29 At a hearing in Canberra the committee explored the quality of service provided by
CTOs by asking Mr Peter Frampton, Executive General Manager Freight, Qantas Airways Ltd,
how good was Australian capacity to handle air freight and whether it operated at world best
practice.
2.30

Mr Frampton responded:
We are accredited to ISO 9002, and all of our terminals in Australia are accredited to ISO
9002. They were, I think, some of the first in the world to be so; they have been like that for
over two years now. So if that is the measure of world best practice, we are at or close to it
most times. (Transcripts, p. 278)

2.31 Mr Frampton also advised that Qantas would be investing some $30m in systems and
terminals over the next three years and continued:
We guard our ISO 9002 very fiercely, and we believe that there is always room for
improvement with those standards, particularly as to customer expectations. Perhaps what we
have not done is move ahead of customer expectations in some areas. We will endeavour to
do that. (Transcripts, p. 290)

2.32 However, Mr Geoff Serbutt, Manager International Cargo, Ansett Air Freight, was more
candid when commenting on cargo handling in Australia. He acknowledged that when
compared to some foreign terminals, there was room for significant improvement in Australia's
performance. He added that freight was an important component of Ansett's operations:
But at the end of the day, it has got to be a return on investment and Ansett now, being an
international player, has got to seriously look at what it is going to do in terms of cargo handling.
(Transcripts, p. 253)

2.33 Under sections 4.15.3 Storage and 4.15.5 Preservation, ISO 9002, International
Standard, Quality systems—Model for quality assurance in production, installation and
servicing, it states that:
The supplier shall use designated storage areas or stock rooms to prevent damage or deterioration
of product, pending use or delivery. ... In order to detect deterioration, the condition of product
in stock shall be assessed at appropriate intervals. (ISO 9002, 4.15.3 Storage, p. 8)
The supplier shall apply appropriate methods for preservation and segregation of product when
the product is under the supplier's control. (ISO 9002, 4.15.5 Preservation, p. 8)

2.34 In its initial submission to the inquiry of October 1995, Qantas advised that the limited
amount of cool room space was purely for the use of import or transit freight (Sub 14,
Submissions p. 164). Further details sought from the Australian Quarantine and Inspection
Service (AQIS) confirmed that both Qantas and Ansett's KSA cool room facilities are only
export registered for meat commodity air freight (Sub 94, Submissions p. 1240).
2.35 Consequently, the committee believes that there is room for improving the service
provided at KSA to exporters of perishable products.
2.36 Mr Stephen Montgomery, Property Manager, Federal Airports Corporation (FAC), said
that the FAC was undertaking a major inquiry into the management of freight at KSA. The
inquiry was due to be completed in late 1996 and would include the issue of off-airport CTOs
(Transcripts, pp. 123-4).
2.37 Mr Montgomery predicted that feasible outcomes of increased competition could
include increased cargo volumes, increased efficiencies, and lower costs (Transcripts, p. 125).
2.38 Mr Brian James, Managing Director, James Transport Pty Ltd, advised that his company
had received approval from the FAC to upgrade its facilities which were adjacent to KSA and
that two connecting bridges would be constructed to bring the facility 'on-airpoif. Mr James
said his aim was:
... to create a facility which will be open to all sorts of people ... it will be a multi-user, multimodal facility, a significant part of which will be a cargo terminal. Obviously, it is an air freight
cargo terminal. We expect that that will be finished by the end of next year. (Transcripts, p. 133)

2.39 The committee considers that competition in cargo terminal operations should be
encouraged as it will provide choice to airlines and forwarders and, through that choice,
encourage improvements in service and potentially lower prices. The potential for increased
competition resulting from the initiative of James Transport is therefore welcomed. However,
the gains of increased competition may not eventuate if existing barriers to market access
continue despite the entrance of a new cargo terminal operator.

Off-airport cargo terminal operations
2.41 The committee acknowledges that at KSA there are significant constraints on available
space and consequently has explored with witnesses the possibility for, and viability of, cargo
terminal operations being based off-airport.
2.42 When the issue was raised with the current CTOs the witnesses from Qantas declined to
comment on the grounds that it is an FAC initiative (Transcripts, p. 287).
2.43 The witnesses from Ansett were more forthcoming and told the committee that the FAC
had advised them that their CTO lease was due to expire in 1998 and that they needed to move.
Mr Serbutt commented that Ansett would not be happy if Qantas remained on-airport and
Ansett was forced off-airport if this put Ansett at a commercial disadvantage He added that if
someone wanted to invest $20m on an off-airport handling facility that was part of doing
business. Ms Anne Buttsworth, Manager International and Regulatory Affairs, also commented
that those advocating an off-airport CTO would be seeking a return on investment from
handling high value products rather than from low value perishables (Transcripts, pp. 257-8).
2.44 The security aspect of additional CTOs was raised by Mr Montgomery (Transcripts,
p. 125). This is an important issue for ofT-airport CTOs as entry and exit clearance procedures
may need to be completed outside the perimeter qf the airport as tracks would be travelling
between the off-airport CTO's premises and the aircraft.
2.45 The committee raised this issue with witnesses from the Australian Customs Service
(ACS). Mr Nic Arthur, Assistant Director, Border Operations Branch, responded:
On the discussions about off-airport CTOs or additional CTOs, we developed a number of
principles which we would require any operator to meet. They are not designed to be restrictive
in the sense that we are trying to block any player out of the process, but they are simply
arrangements which we believe are necessary in order for us to meet our statutory obligations.
(Transcripts, p. 364)

2.46 Mr Arthur added that ACS faced 'no philosophical disagreement1 concerning off-airport
CTOs (Transcripts, p. 365).
2.47 A similar response was provided by Mr William Hetherington, Acting Assistant
National Operations Manager, AQIS (Transcripts, p. 358-9).
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