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Dear Senator

Inquiry on the policy, regulatory, taxation, administrative and funding priorities for
Australian shipping

The Australian Competition and Consumer Commission (ACCC) welcomes the opportunity
to make a submission to the Senate Rural and Regional Affairs and Transport References
Committee Inquiry on the policy, regulatory, taxation, administrative and funding priorities for
Australian shipping (the Inquiry).

The ACCC is Australia’s national competition and consumer protection enforcement agency.
Our role is to enforce compliance with the Competition and Consumer Act 2010 (CCA) with
the view to ensuring that Australia’s market economy works for the benefit of all Australians.

We make this submission on the basis of our role in promoting competition in all sectors of
Australia’s economy. More specifically, we have a legislated function under Part VIIA of the
CCA to monitor and annually report on the prices, costs and profits of container stevedores
at specific ports. Under Part X of the CCA, we also have a role to investigate, whether
self-initiated or through complaints from affected parties, potential adverse effects of
exemptions of international liner cargo shipping from some provisions of the CCA.

In summary, we submit the following to the Inquiry:

* As an island nation, Australia’s economic prosperity depends on importers and exporters
having access to efficient and effective shipping services. Many billions of dollars of
consumer goods are transported via ship on their journey to Australian households and
workplaces. Imported goods are often key inputs for Australian businesses. In the other
direction, Australian products set off on ships every day for export markets in places such
as Asia, Europe and North America. As a result, any inefficiency in shipping will flow
through to higher costs of goods in Australia and a loss of competitiveness for our goods
overseas.

» The ACCC supports changes to coastal shipping laws which would foster increased
competition in the coastal shipping market. In particular, we support easing the regulatory
burden on foreign-flagged ships in conducting coastal trades.
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e The ACCC considers that Part X of the CCA should be repealed. Part X provides an
automatic exemption from the cartel provisions in the CCA for certain agreements
between international shipping lines. Instead, exemptions for agreements between
shipping lines should be subject to the same transparent and public interest exemption
process conducted by the ACCC that applies to all other industry sectors through Part VIl
of the CCA. This is consistent with the recommendations of the 2015 Harper Competition
Policy Review which considered that Part X be repealed, and that ACCC exemption be
available for liner shipping agreements that meet minimum pro-competitive features.

« The rapid escalation of container stevedores’ infrastructure charges to truck and rail
companies is a cause for concern and is worthy of consideration by governments.

« In privatising assets such as ports and other critical freight infrastructure, governments
should not focus on short term budget objectives and should have appropriate regard to
the effects of the asset sale on competition in the long term. Governments should also
not attempt to inflate the sale values of assets by removing or not imposing appropriate
regulatory oversight or by entering into potentially anti-competitive contracts,
arrangements or understandings.

o Implementing proposed reforms whereby road charges for heavy vehicles are
determined by an independent regulator instead of governments would improve
confidence that heavy vehicles are paying an appropriate price for the use of roads. In
turn, it would also provide a more informed basis for the choice of etticient transport
mode for moving freight within Australia.

Regulatory restraints to foreign-flagged ships engaging in coastal shipping should be
removed

The interstate movement of cargo is a significant logistical challenge for a country as
geographically dispersed as Australia. While importers and exporters have a degree of
choice between many international shipping lines, the ability of cargo owners to transport
their cargo to interstate markets by ship is far more limited due to regulatory constraints.

The Australian coastal shipping regulatory regime under the Coastal Trading Act' continues
to impede foreign shipping lines from effectively competing with Australian vessels for
domestic trade. The higher costs and administrative requirements caused by the tiered
licensing system, in particular the additional restriction imposed on foreign-flagged vessels,
have deterred the vast majority of international lines from carrying domestic cargo despite
the obvious efficiencies for vessels already calling at a number of Australian ports.

Indeed, data published by the Department of Infrastructure and Regional Development
shows that between 2004-05 and 2014—15, shipping's share of Australian freight fell from
approximately 25 per cent to around 17 per cent.? Since the implementation of the current
regulatory regime in 2012, the decline in the number of Australian general licence vessels
has continued, and the carrying capacity of these ships decreased by 69 per cent from
2011-12 to 2015-16.

The ACCC submits that easing the regulatory burden on foreign-flagged ships in conducting
coastal trades could induce market entry by international shipping lines. This market entry is
likely to result in greater competition and lower shipping costs, with flow-on effects of lower
prices for manufacturing inputs and consumer goods. This can have significant benefits for

*  Under the Coastal Trading Act, all vessel operators looking to coastally transport Australian cargo are required to have an
appropriate licence. Australian-flagged vessels operate under a General Licence which gives them unrestricted access to the
Australian coast. Foreign-flagged vessels operate under Temporary Licences which carries more stringent conditions and
restrictions than the General Licence. Vessels can also apply for Emergency Licences in the event of significant national
emergencies; such licences are valid for 30 days.

2 Department of Infrastructure and Regional Development, The current coastal trading regime,
<https:/finfrastructure.gov.au/department/ips/government responses/response-coastal.trading.aspx>
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e provide incentives for road users to use the road network in an efficient manner.

The ACCC is encouraged by the work undertaken by state and federal governments to
progress heavy vehicle road reform under direction from the Transport and Infrastructure
Council .8 This work has identified that the next steps will need to see the introduction of a
regulator to set heavy vehicle charges at arm’s length from government. Setting prices on an
independent basis would improve confidence that heavy vehicles are paying an appropriate
price for the use of roads. In turn, it would also provide a more informed basis for the choice
of efficient transport mode for moving freight within Australia.

Yours sincerely

Rod Sims
Chair

8 See https://infrastructure.gov.au/roads/heavy/ for further information.
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