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Foreword

Whether you live in a city or a regional or remote setting, all Australians rely on efficient and
reliable freight movement. A truly liveable city is one that has freight systems and freight
needs embedded within it.

Globalisation, international competition and fast paced technological change mean that
Australia cannot afford to be complacent in relation to freight and the physical and social
infrastructure that delivers it. Failure to act will lead to loss of international competitiveness,
loss of market share and higher cost of goods.

Businesses and governments will need to embrace new thinking and adopt new technologies
to capture the opportunities and meet the challenges of the growing freight task.

We heard a strong message of support for an overarching national strategy addressing the
needs of all sectors of the freight and logistics industry and the users of freight services. The
next step is for all levels of government to collaborate and commit to a National Freight and
Supply Chain Strategy based on the priorities identified in this Report.

Many of the priorities in this Inquiry Report address issues that are well known and have
been identified in previous work but they have not been previously addressed. Governments
need to take a leadership role and take immediate action.

The recommended priorities map a direction for the National Freight and Supply Chain
Strategy to guide investment, reform and governance for improved productivity and efficiency
in the freight sector. There are clear productivity gains to be achieved by doing so.

To ensure that the recommendations of this Inquiry Report are actioned, we recommend that
an Industry Expert Panel be appointed as part of the development of the National Freight and
Supply Chain Strategy and that widespread industry engagement be an integral part of
Strategy development. We also recommend that an Industry Advisory Group be formed to
monitor progress with implementation of the National Strategy.

A National Freight & Supply Chain Strategy presents an opportunity for a true national
approach to freight that transcends borders and transport modes and creates the
environment to deliver significant productivity, safety and environmental reforms.

We encourage everyone in the industry to participate in the development of the National
Freight and Supply Chain Strategy.

We would like to acknowledge the outstanding participation we have received from all
sectors of the industry and governments in the preparation of this Inquiry Report. We would
like to thank the team at the Department of Infrastructure, Regional Development and Cities,
for their support in the very important secretariat role. The secretariat has prepared
supporting papers to support this Inquiry Report.
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ThePanel 6s assessment of whatseto@im BastAbfthisiegortdone an
Further background and analysis is set out in Part B.

Expert Panel

Marika Calfas Nicole Lockwood

Chief Executive Officer, NSW Ports Chair, Freight and Logistics Council Western
Australia and Infrastructure Australia Board
Member

Maurice James David Simon

Managing Director, QUBE Holdings Limited Executive Chairman Simon National Carriers
and former Chair, Australian Trucking
Association
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PART A: P AN ESREPORT

1. Introduction

I n order to secure the natAustraidreedpto adapuaclearlyw i ty i nt
defined goal of having a national and integrated approach to freight. Failure to have a

national approach means higher cost of living for Australians and reduced competitiveness of

Australian exports in the global marketplace.

Australiads freight systemaitd omes afc otntoani fco lsrud ate
It connects Australia to the world and facilitates the movement of goods domestically

between regions and within cities. The freight and logistics sector accounts for up to

l10percent of Australiabs gross domestic product.

Hi storically Au stbrihaskontenged to growanrascaraamce wits raacket
demands. Reforms in the 1980s and 1990s led to a quarter of a century of productivity
growth, based on open markets, enhanced vehicle capacity and access, capital investment
and privatisation of state and territory government run infrastructure.

Trade agreements help by facilitating the flow of goods across national borders that once
protected their industries from outside competition with tariffs, duties and penalties.

However, more recently, high domestic population growth rates, new technologies, global
sourcing and increasing import substitution, and changing consumer habits and expectations
are driving massive changes in demand for freight in Australia and across the world.

Policy leaders are now calling for a renewed focus on productivity growth to ensure Australia
remains internationally competitive in the future. The Productivity Commission warns that
simply adding more transport infrastructure, like rail lines and roads, may not be enough to
sustain the current freight system.

Over the past five years, a number of important national reviews, which impact on freight,
have been undertaken by government. We have also seen reforms and strategies with
freight as the main focus including the 2012 National Ports Strategy, 2013 National Land
Freight Strategyand | nf r ast r u 20l5Australigkunfastrueturei Aaddt, svhich
highlighted potential future national freight constraints.

These previous reforms and strategies do not deal with the supply chain in its totality.

A number of priorities/reforms identified in those documents are still to be implemented, and
a number of the identified issues remain. Urgent action is now needed to facilitate the
physical growth in the freight task, and to maintain and boost Australian competitiveness
through productivity and efficiency enhancements which have been stalled in recent
decades.

This Inquiry was tasked with identifying priorities for Australia for the next 20 years, to
improve freight and supply chain efficiency and capacity, and manage the costs of
transporting goods through our major national container ports, airports, intermodal terminals
and pipelines.

Analysis conducted for the Inquiry suggests that while the freight task is projected to double
in the next 20 years, even with extra investment, Australian transport infrastructure will be
hard pressed to meet this demand. Productivity improvements will need to be obtained
through a national approach of coordinated investment and reforms.
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The Inquiry adopted a functional approach based on supply chains to test and more deeply
understand the priority issues that are affecting freight sector productivity and supply chain
performance. Of the thousands upon thousands of supply chains operating in this country,
the Inquiry saw that they are transacted across three functional areas.

1 Import/export freight

Australiads high |l evels of international trade

chains must be flexible as they face continual exposure to new international standards,
business practices and changes in transport technology such as bigger ships.

Productivity at port and airport gateways is important, as is getting products to the

gateways by land. Over decades with the decline in domestic manufacturing, Austr al i
capital city ports have become the cheapest way to import goods directly to where the

majority of Australians live. Our regional ports are the largest export ports for certain

commodities in the world. Our four largest capital city airports are gateways for online

shopping and parcel handling, plus high value exports such as perishable foods and

niche manufactures from across regional Australia.

T Inter- and intra- state freight
Aust r al 4iandingra- statetfreight supply chains are the backbone to supporting the

countryods widely dispersed population, includi
exports. Australiads | and and air freight resilienc
6wet 6, whil e i tantaiosahe ssseatial flaviofi spagréightgo Tasmania

across Bass Strait throughout the year, and together with air freight, to our many remote
islands and Northern Australian land based communities.

Key interstate freight links need to perform efficiently, as does access to regional freight
routes and regional rail networks. As a result of the need to manage long internal supply
chains very efficiently, Australia counts its long distance trucking fleet as among the most

efficient in the worl d, while its mineral net wor ks

most efficient. Regional and remote freight supply chains need to be sufficiently robust to
support the commodities produced, and the local communities they service. Coastal
shipping of freight is an opportunity to support a strongly growing domestic freight task.

1 Urban freight

Australiads urban spaces a-+aadintrd statedreighhsppply t / ex p o

chains come together with the distribution of urban freight to households and businesses.

Urban freight is growing faster than any other freight task in Australia, with all capital
cities experiencing growth. While extensive investment is being made in urban transport
networks by all levels of government, new infrastructure alone will not be able to meet the
increased demand for freight. Well integrated transport and land use planning will be
needed for major cities and their regional linkages. Clearer conversations with
communities about the complexities and trade-offs for a truly liveable, efficient and
affordable city are critical.

1 Reserve Bank of Australia (2016) Conditions in the Manufacturing Sector, Bulletin: June Quarter 2016
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Alongside these broad areas, the Inquiry conducted specific investigation into resources and
agricultural networks, and regional/remote freight. It also found that mechanisms for better
integration of the movement of freight along supply chains can unlock major productivity
benefits at relatively small cost (for example, compared to building new infrastructure).

The Inquiry found there is a diverse set of obstacles to better supply chain integration,
including filling data gaps.

2. Critical action areas

Drawing on 127 submissions and one-on-one meetings with over 200 individuals, from

28 peak bodies and over 90 businesses, we developed advice to Government and a draft
Report. This included consideration of six supporting papers prepared by the department
and 10 research papers commissioned by the department, including long-term scenario
planning analysis undertaken by Deakin University. We then followed-up by meeting with
state and territory Ministers, Commonwealth agencies and targeted peak bodies on our draft
proposed recommendations, before submitting this Inquiry report to the Minister.

After considerable reflection on the research undertaken and our extensive consultations we
have concluded that five critical action areas must be addressed to lift freight productivity and
efficiency for Australia. The Panel acknowledges that governments and industry are already
active across many of these areas, but argues that more must be done by all tiers of
governments and industry in partnership.

1 An integrated approach

A nation-wide, consistent and integrated approach to freight and supply chain issues is
needed to enhance the efficiency of the movement of freight. Other than where completely
vertically integrated supply chains exist, freight modes and operators need to work together
for the whole network to be efficient.

A national approach to freight that encompasses planning, infrastructure investment and
regulation is important to maximise benefits to Australia and enhance international
competitiveness.

Future challenges and opportunities which require a national approach include:
harmonisation, streamlined regulation and cross-border planning among Commonwealth,
state, territory and local governments.

2 Measurement of freight performance

Supply chain activity and performance must be measured to monitor domestic and global
competitiveness over time and identify areas where action is required to maintain and
improve productivity. A national approach to data consistency across jurisdictions is
essential.

Performance data should inform the need for capital expenditure and maintenance,
regulatory and governance reform, and measuring progress, including implementation of the
National Strategy.

3 Planning for current and future needs

The conduct of freight supply chains needs to be properly integrated into land, sea and air
use planning systems in states and territories.
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Part of the challenge is to work with the planning profession to integrate freight needs into
liveable city concepts so that there is a stronger social licence to implement development in a
freight-friendly way.

Current and future freight corridors need to be planned and sufficiently protected from urban
encroachment. Planning for freight also needs to consider ways to enable regional and
remote opportunities, including integrating the wider social benefits from improved access.

4 Act to deliver the priorities

Freight precincts need to have adequate capacity to handle expected future volumes, and
there needs to be sufficient capacity in the associated land, maritime and air connections.

Just as importantly, these precincts must remain accessible for the purposes of trade and
protected from inappropriate or incompatible uses that compromise their productivity and
optimal utilisation of existing land and infrastructure.

5 Communicate the importance of freight

There needs to be a social licence for freight, and education and expectations that freight is a
valued system contributing to community well-being and prosperity. Governments and
industry need to collaborate for this to be realised.

Training and education courses must also teach matters relevant to freight related supply
chains to ensure that future decision makers understand the implications of their decisions in
their future careers.
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3. Priority actions

In order to address each critical action area, the Panel has identified priority actions focusing
on investment, reform and governance.

It is recommended that the Commonwealth Government drive the proposed priority actions
by linking all new infrastructure funding and agreements, like the National Partnership
Agreement on Land Transport Infrastructure, to achieving freight outcomes in planning and
decision making at all levels of government.

Critical action area 1: An integrated approach

Focus area

Recommended priorities

Investment

11

1.2

13

14

15

1.6

Fund the Department of Infrastructure, Regional Development and Cities to
establish a dedicated freight and supply chain unit with responsibility for
ongoing development and implementation of the National Strategy.

Increasethede part ment 6s capacity for tec
analysis and enhance its engagement with industry on potential trends and
innovation in the wider economy, the logistics sector and ensure regulations
enable the adoption of new technology and innovation.

Encourage adoption of global data standards and collaborative electronic
platforms across all freight modes to streamline the exchange, comparison,
and understanding of data within the land, sea and air freight sectors. For
example, port community systems utilise a common electronic platform to
connect multiple systems operated by the different organisations that make
up a sea port community, such as:

stevedores

vessel operators

slot charterers

freight forwarders / customs brokers

9 road and rail landside container carriers.

= —a —a -8

Bring forward the proposed 2019 Productivity Commission review of rail and
road operating frameworks to 2018, including a focus on productivity,
harmonisation of standards, safety and regulation.

Streamline the route permit approval process (including responsibility for
decision making, and funding) for heavy vehicles (including over size and
over mass vehicles) by local governments and associated regulations, with
a view to establishing a national design standard/policy and reducing the
approval period to 24 hours on key freight routes in line with national best
practice.

Review Commonwealth, state and territory regulations to be more outcomes
focussed and supportive of innovation. For example, regulations that
prescribe the specific type of freight aircraft that can land at night should be
changed to allow for the use of any aircraft that meets relevant noise
standards. This will allow for technological improvements to be adopted
sooner.

Inquiry into National Freight and Supply Chain Prioritiesd6 REPORT 9



Reform

1.7

1.8

1.9

Implement a market solution to road user charging for all heavy and light
vehicles, with pricing linked to the level of road infrastructure investment
required, and community service obligation payments (or similar alternative)
made available for maintenance of low volume roads which are key
components of regional and rural transport networks.

Road charges revenue should be directed back to road infrastructure
investments, with a particular focus on ensuring adequate maintenance.

Review opportunities for reform to competition policy to recognise that
vertical integration where one player may own and operate different parts of
a supply chain (for example, a single owner of rails, train sets and
intermodal terminals) may produce a more efficient outcome for customers
than enforced structural separation.

Governance

1.10

111

1.12

1.13

Establish an institutional framework for the development and
implementation of the National Strategy as outlined in this Inquiry Report.

Require business cases developed for infrastructure funding submissions to
include a comprehensive analysis of alternative options including low build /
no-build alternatives, which may include investment in technology or
operational efficiencies (for example, investing in new rolling stock instead
of duplication of underlying rail track).

The COAG Transport and Infrastructure Council establish cost reflective
pricing principles to apply to all transport modes to ensure freight moves via
the most efficient transport mode. This work could be initiated through a
review of current arrangements by a body like the Productivity Commission.

Ensure standardisation and interoperability across rail networks, for
example, train control and operating systems and rail gauge.
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Critical action area 2: Measurement of freight performance

Focus area

Recommended priorities

Investment

2.1

2.2

2.3

2.4

2.5

2.6

Establish a data gathering and performance review mechanism focused on
travel times and reliability on key freight routes and the efficiency of the
interfaces at freight terminals with routine public reporting of performance
over time.

Benchmark key export supply chain performance against international
competitors.

Ensure the national Digital Economy Strategy, set up by the Australian
Government in September 2017 to focus on ways governments, businesses
and the community can seize the benefits of digital transformation,
incorporates recommendations on freight priorities to create efficiencies. As
an example, port community systems mentioned in priority 1.3 could be
expanded.

Fund the Australian Bureau of Statistics to establish a transport satellite
account to its national accounts that separately reports the value of freight
transport for the economy as a whole (e.g. GDP, employment, etc.).

Fund a freight observatory to collect, analyse and publish freight
performance data for all freight modes and supply chains to better inform
decision making and investment, with appropriate governance
arrangements and the potential for this function to be held by an
independent body that has industry confidence.

Develop a better understanding of regional air freight requirements to
enhance regional export opportunities, for example through airport upgrades
and/or improved road, or domestic air, connections to international airport
gateways.

Governance

2.7

I ntroduce a O6chain of productivityfd
would involve developing guidelines and processes to measure and report
performance throughout the supply chain, including freight vehicles and
freight terminals.

Critical action area 3: Planning for current and future needs

Focus area

Recommended priorities

Investment

3.1

3.2

3.3

Review and map current and proposed future key freight routes for all freight
modes to include freight corridors, intermodal terminals, ports, airports,
industrial areas, shipping lanes and flight paths, which if not appropriately
managed, can create inefficiencies in the freight system. These maps would
inform funding decisions and land use planning processes.

Review supply chains and identify any points on the key freight routes where
they could be significantly impacted by disruption (for example from climate
change or other actions). In the absence of alternative supply chain options,
enable mitigation strategies to be put in place to ensure ongoing freight
accessibility.

Preserve and protect land, air and water transport corridors and buffer/transition
zones, as well as land for future freight use in growth areas, such as projects for
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the development of an alternative rail alignment into Port Kembla, Western
Sydney Airport freight related road and rail, a high capacity rail link to the Port of
Brisbane and intermodal terminal and pipeline connections and future
intermodal locations for Inland Rail.

Reform

3.4

3.5

3.6

3.7

Ensure all tiers of government integrate appropriate land use planning
protections for existing freight related activities such as: preservation of
industrial land; buffer zones around key freight hubs to allow 24-hour freight
operations; protection of corridors and buffer zones (including sea channels to
ports, pipelines and air corridors to airports) and sites for future freight
purposes; protecting existing freight areas from urban encroachment; improving
communication on current and future noise issues; and identifying land for
current and future logistics uses, including urban freight facilities and
consolidation centres.

Freight related development assessments and conditions of approval issued by
all tiers of government should consider impacts on efficiency of freight
operations and the need to optimise utilisation of infrastructure, such as the
ability for freight activities to grow by avoiding throughput limits and restrictions
to operating hours.

Local governments should work with their state and territory counterparts to
develop coordinated urban freight plans for major cities, to ensure city wide
freight outcomes are met, such as access to key freight routes, last mile access,
buffers and industrial land preservation. Coordinated urban freight plans such
as the London Freight Plan? provide an example of this approach.

Promote training and re-skilling of employees in the freight industry appropriate
to current and future needs, within the context of technological advancement,
for example, increasing automation.

2Londonéds

|l ogistics and services policy framework which

Industrial Locations and ensuring Locally Significant Industrial Sites are free to operate without significant
restrictions and freight can access areas where needed. Further information can be found at
https://www.london.gov.uk/sites/default/files/new_london_plan_december_2017.pdf,
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Governance

3.8

3.9

3.10

3.11

3.12

All states and territories should have a freight strategy with clear links to the
National Strategy and associated infrastructure funding processes.

All state, territory and local government land planning documents should
specifically reference freight and identify its requirements, such as in the
Greater Sydney Plan released in March 2018 by the Greater Sydney
Commission.

Processing timeframes for freight related development approvals by
governments should be audited with a view to reducing timeframes to provide
greater investment certainty and reduce the costs of development approval
processes.

Undertake a review to identify any potential gaps in existing infrastructure
investment programs to allow funding for smaller, collective packages of
investment in freight projects that could lift regional productivity, which may not
otherwise be considered for Commonwealth funding.

Improve the reliability of freight movements (often as important to customers as
the capacity of networks or cost of transport) through state governments
guaranteeing freight train paths in mixed use rail networks, similar to the
approach adopted by NSW in relation to the Northern Sydney Freight Corridor
initiative, and adopt dynamic network management control systems that enable
freight trains to access spare capacity in metro systems.
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Critical action area 4: Act to deliver the priorities

Focus area

Recommended priorities

Investment

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

Target Commonwealth investment toward key freight routes and associated
first/last mile roads, with investment aligned to the National Strategy. For
example from City Deals, National Partnership Agreements etc.

Expand current infrastructure investment programs to address infrastructure
issues that are preventing High Productivity Vehicles and Over Sized Over
Mass vehicles accessing key freight routes and freight facilities. This may
include expanded support for local government assessment programs and
investment in bridges, culverts and degraded roads.

Provide additional funding to ensure efficient rail freight connections to major
ports and rail freight paths through metropolitan networks, including port rail
projects, such as completing the duplication of the Port Botany freight rail line.

Investigate high reliability high capacity rail links to other key ports not
included under priority 4.3, such as Fremantle, Brisbane and regional ports.

Undertake targeted investment in freight rail infrastructure where the
operation of multi-owner, multi-user networks (such as grain supply chains)
may provide little commercial incentive for infrastructure investment.

All governments to continue to work with the telecommunications industry to
provide mobile coverage and broadband to a standard that supports freight
movement along critical urban, regional and remote routes..

Improve regional and remote supply chain resiliency to allow operations in all
weather conditions, including sealing roads, with a priority for roads
supporting high value/high volume freight and where sealing is the most cost
effective long-term solution.

Provide incentives for the adoption of more productive, efficient,
environmentally sound and safe processes to meet freight needs where the
market may not otherwise invest, including non-build solutions such as
technology based, or high productivity vehicle solutions.
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Reform

4.9

4.10

411

412

4.13

4.14

Review the need for the many permit types required for the movement of
high-productivity vehicles and over mass over size vehicles, and the
cost/benefit of current permit arrangements.

Accelerate the delivery of as-of-right access to key freight routes by
B-doubles and other combinations unless current physical constraints
genuinely impede their use.

Support the development and i mpl eme
international trade which promotes the use of standardised trade and
transport information and documents to reduce regulatory burden in the
context of customs and quarantine arrangements at the border.

Given the criticality of capital and maintenance dredging for securing
shipping channels and berths, implement streamlined and timely regulatory
approval processes, which are considerate of the environment, best practice
and cost effective.

Investigate the extent and impact of overlapping project planning approvals
(such as environmental approvals) across the Commonwealth, state and
territory governments to accelerate timelines for national and state significant
projects.

Reduce regulatory barriers to facilitate increased coastal shipping that
supports the efficient movement and operation of domestic freight, and
encourages coastal shipping as a viable and sustainable supply chain mode.

Governance

4.15

4.16

An assessment of freight impact should be included as part of significant
development proposals and strategic planning documents.

Implement key objectives and recommendations of the National Freight
Strategy as part of City Deals.

Critical action area 5: Communicate the importance of freight

Focus area

Recommended priorities

Investment

51

5.2

All levels of government and industry should work collectively to strengthen the
social licence for freight and promote positive communication of its importance
for the community and economy, including through the development of a
6val ue ovkbrdsouee.ght 6

Develop practice manuals for the implementation of key freight related urban
planning processes and policies to assist state agencies and local government
in the successful application of these processes and policies.

Reform

53

5.4

Raise awareness of the importance of freight and the need for appropriate
planning, development approval conditions, protection and regulatory regimes
in the government sector, particularly land use and transport planners,
environmental regulators and developers, through formal and informal
education.

Include freight related topics in relevant tertiary courses, such as planning,
transport and environmental courses to ensure that future decision makers
understand freight supply chain benefits and needs, and make informed
decisions relating to freight.
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Governance

5.5 Where absent, implement freight coordination bodies comprising

5.6

representatives from government, industry and the community, similar to the
Planning Coordination Forums at capital city airports.

Identify options for meeting the cost of initiatives to deal with noise and other
impacts that might otherwise continue to create community pressure for
curfews and other restrictions on freight.

4. What success may look like

The broad markers of how success may look are:

1 By the end of 20180 the National Freight and Supply Chain Strategy (the National
Strategy) is agreed and oversight of its implementation is established.

M Short term (within 5 years)

(0]

(0]

Freight performance benchmarks and KPIs established.

Freight observatory established, capturing data, analysing and reporting
against KPlIs.

All levels of government have plans, strategies and planning processes
consistent with the National Strategy.

National framework in place against which investment decisions are
assessed.

1 Medium term (5-10 years)

0 Regulations impacting on productivity are amended to support efficient freight
supply chains and facilitate adoption of new technology.

Communication and education programs for the importance of freight are
successfully implemented.

Freight planning and land use planning are fully integrated, with freight
considerations forming part of all government decision making.

M Long term (10+ years)

(0]
(0]

Australiads supply chains are resi

Au st r a pply ahdiss cantinue to be internationally competitive and grow
market share.

Australiads supply chains are productive
freight volumes, keeping cost of goods to consumers and businesses low.

Austr al i ad sghtawdredandfreight cutconésrare protected
through integrated land use and transport planning.
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5. Implementing the Inquiry

The Inquiry will provide the basis for development of the National Strategy, and the proposed
approach for that to occur is set out in Figure 1 7 Implementing the Inquiry.

We recommend the following institutional framework be adopted for the development of the
National Strategy:

1 the establishment of a working group of key senior government representatives
across all levels of government and infrastructure bodies, including transport and
planning representatives, to develop the National Strategy

1 an industry consultation mechanism such as an Industry Expert Panel being
appointed to contribute to the development of the National Strategy, with a focus on
ensuring that the recommendations of the Inquiry Report are actioned in the Strategy.

We also recommend the following institutional framework be adopted for the implementation
of the National Strategy once agreed:

1 The establishment of a working group of key senior government stakeholders to
oversee implementation of the National Strategy action plan across all levels of
government and infrastructure bodies, and to propose annual updates to the National
Strategy action plan.

1 An Industry Advisory Group be formed to monitor progress in implementing the
National Strategy.

1 Regular reporting to the COAG Transport and Infrastructure Council on national
freight performance outcome measures and outputs under the National Strategy
action plan.

1 A major review of the National Strategy every five years.
To support this institutional framework, we propose that:

M All levels of government and infrastructure bodies establish dedicated freight areas to
drive implementation of the National Strategy action plan. There should be single
integrated national monitoring and reporting annually on national freight performance
outcomes.

9 Further scenario planning work be undertaken to help refine medium and long term
actions and identify critical decision making points for action.

fT Periodic (two to three yeberundertdkerotokeepon scanni
scenarios current and promote ongoing engagement with industry and government on
the future of freight. This is important given the pace at which technological and
supply chains are changing.
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Figure 117 Implementing the Inquiry

March 2018

April - October
2018

November
2018

6 monthly

reporting

Annual
Reporting

2 to 3-year
scanning review

5-year Strategy
review

Final Inquiry report provided to the Commonwealth Government

Three levels of government to develop a National Freight and Supply Chain
Strategy (the National Strategy) informed by the priorities identified in the
Inquiry Report

Twenty-year National Strategy and five-year action plan presented to the COAG
Transport and Infrastructure Council

Six-monthly progress reporting on the National Strategy action plan to the
Council

Annual reporting on national freight performance outcomes

Horizon scanning to ensure scenarios are current and to promote industry and
government engagement

Major review of the National Strategy
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PART B: BACKGROUND

1. The Inquiry

In November 2016 the Commonwealth Government responded to the Australian
Infrastructure Plan and agreed to develop a National Freight and Supply Chain Strategy.

In March 2017 the Honourable Darren Chester MP, former Minister for Infrastructure and

Transport, initiated the Inquiry into National Freight and Supply Chain Priorities (the Inquiry)

to consider how Australia can best | ift p@mroduct:i
supply chain infrastructure.

The Inquiry will inform the development of a National Freight and Supply Chain Strategy to
be considered by the Council of Australian Governments (COAG) Transport and
Infrastructure Council in 2018.

The Inquiry was requested to identify priorities for Australia for the next 20 years, to improve
freight and supply chain efficiency and capacity, and manage the costs of transporting goods
through our major national container ports, airports, intermodal terminals and pipelines.

The Inquiry was led by an independent Expert Panel, with significant industry expertise,
appointed by the Commonwealth Government and was supported by a secretariat provided
by the Department of Infrastructure, Regional Development and Cities (the department).

The Inquiry has built on recent national reviews, which impact on freight, together with the
development of states and territory freight strategies and plans. These include the

2012 National Ports Strategy and 2013 National Land Freight Strategy, and Infrastructure
A u st r 2005 Aastraian Infrastructure Audit which highlighted potential future national

freight constraints.

Approach
The key tasks of the Inquiry were:

1 Aninitial two month consultation process commencing with the release of a formal
Discussion Paper in May 2017.

T Areview of 127 submissions and one-on-one meetings with over 200 individuals,
from 28 peak bodies and over 90 businesses.

1 Six supporting papers were prepared by the department, and 10 research papers
commissioned by the department, including long-term scenario planning and
analysis.

i Targeted industry and government consultations on the draft report in February 2018.

The Inquiry analysed the inputs about the many supply chains operating in this country at a
high level, according to a number of functional areas, with detailed focus on
agricultural/resource networks, regional/remote freight and supply chain integration.

Mechanisms for better integration of the movement of freight along supply chains can unlock
major productivity benefits at relatively small cost (for example, compared to building new
infrastructure). There is a diverse set of obstacles to supply chain integration, including filling
data gaps.
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2. Why are we doing this and why a national approach is needed?

Australd.

Reforms inthe 1980sand1 9 9 0 s

adbs freight

t o

fisyesohoenymand ssiccash & cohneats ustratiai 0 n
to the world and allows domestic freight to be moved between regions and within cities.

Austral.

of

adbs transport secto
productivity growth, based on open markets, enhanced vehicle capacity and access, capital
investment and privatisation of state and territory government run infrastructure.

Trade agreements have facilitated the flow of goods across national borders that once
protected domestic industries from outside competition with tariffs, duties and penalties.

More recently, high population growth, new and emerging technologies, global sourcing and
changed consumer habits and expectations are driving massive changes to demand for
freight in Australia and across the world. In Australia, a decline in manufacturing has meant
more imports are needed to meet business and consumer requirements. Australia needs a
national freight system aligned with the opportunities presented by these changes to gain

their full benefit.

Since the 1990s the convergence of logistics, information and communications technologies
has seen a boom in electronic commerce. E-commerce changes supply chains 8 it enables
manufacturers, wholesalers and retailers to perform transactions directly with consumers.

As a result, small and mid-sized companies can source and sell products from much further

afield and arrange for delivery with ever declining lead times.

Consequentl vy ,

Austr al

aods

economy

i gn-timedelivegiesandn g | y

modern logistics systems to ensure the efficient operation of supply chains.

These trends, coupled with significant population growth,p| ace pressure on t
current network of airports, ports, intermodal terminals, rail and roads and impact the efficient
movement of freight (Figure 2 refers). Nowhere is this more evident than in our major

metropolitan centres, where supply chains have grown more complex, and thus more

sensitive to congestion and other transportation-related disruptions.
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Figure 217 Consumer trends and challenges

WE LOVE
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OVERSEAS...
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million
Australians
use

smartphone
technology
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is done on mobile devices

..and tens of thousands Notice how as the number
of small trucks, vans or even
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=1

An order is placed in a
suburban Australian
loungeroom, buying an
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Hong Kong ®

v >
A few hundred
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from all over the world

of vehicles in the supply
chain gets bigger,the

motorbikes deliver to the
customer - either via a
shop, or straight to

the home streets they are running on to Australia
® get smaller. .
| Now, that is a challenge.
: @

...then thousands of
mid-sized trucks take the
goods along arterial roads

to local distribution
centres...

...before hundreds of big
trains or trucks take the
freight along major
highways to freight
hubs...

Analysis conducted for the Inquiry suggests the projected growth in the freight task over the
next 20 years is such that even with extra investment, Australian transport infrastructure will
be hard pressed to meet this demand without additional costs or time delays.

Productivity improvements will need to be obtained through a national approach of
coordinated investment and reforms. Significant population growth forecast for Australia

raises the question as to how the population6 s

freight n.eForesampld | |

Melbourne currently requires approximately 15,000 tonnes of food to be produced and
delivered each day?, in addition to all the pharmaceuticals, fuel, building products and other

essentials consumed. How well willt h e

freight i

meet the needs of the expected 38 million people in 2050?74

3 Sheridan, J., Carey, R. and Candy, S. (2016)Me | bour ne 0 s
data/assets/pdf _file/0005/2355449/Foodprint-Melb-What-it-takes-to-feed-a-city.pdf

http://veil.msd.unimelb.edu.au/

Foodprint: What does it take to

4 ABS Population Projections, 2012 to 2101 3222.0.
http://www.abs.gov.au/ausstats/abs@.nsf/Lookup/3222.0main+features52012%20(base)%20t0%202101
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A national approach to freight is required given the detached nature of public perceptions
about freight, and little interest shown from the public about learning more about freight
except when faced with personally impacting situations. Research conducted as a result of
the 2013 National Land Freight Strategy into community attitudes towards freight found that
increasing community awareness about freight also increases the risk of eliciting negative
reactions that would otherwise not have been observed.> This indicates the need for
coordinated national approaches if future community partnerships on freight are to succeed.

Nati onal curricula for Austr al iagréateraivarenassot pl anne
freight related issues and develop the skills needed to meet the difficult balance planners

face in promoting residential amenity while meeting broader national and local economic

outcomes. A review conducted for the Inquiry into university courses accredited by the

Planning Institute of Australia® revealed there are a number of transport planning courses

available at under- and post-graduate levels in Australia. These courses focus on transit

systems and modelling of transport systems with no specific focus on freight logistics listed in

the course outlines. Topi cs such as oO6urban congestioné, oOfrei
absent in course units amndiEtclomd mi EGEDOevemiopInemft 6C
of freight transport or logistics topics is consistent at under- and post-graduate levels.

Policy leaders are now calling for a renewed focus on productivity growth to ensure Australia
remains internationally competitive in the future. An integrated multimodal freight transport
network is a critical factor for companies to successfully execute their supply chain
processes both domestically and internationally. However, ongoing improvements in freight
transportation will not be achieved without effort from both public and private sectors.

The need to examine freight capacity and performance now is highlighted by the growing
scale of the freight task. Figure3s hows how much Aust rfeighttaskis popul a
expected to increase over the next 13 to 18 years.

5 Department of Infrastructure & Regional Development (2014), Case Study Compendium i Community Engagement on Freight Issues, page 7
https://infrastructure.gov.au/transport/freight/files/Case Study Compendium_Community Engagement on_Freight Issues.pdf
6 Centre for Supply Chain and Logistics (2017), Preliminary Report on Urban Planning and Freight and Logistics, (unpublished)
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Figure371 Australiads population and freight growth
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A national approachecognising regional opportunities and aspirations

While this report outlines undoubted benefits from a national approach to many aspects of
the freight task, the Inquiry recognises that each state and territory has its own unique
opportunities and aspirations. Examples referenced in state strategies and recent
announcements are:

Three-quarters of that

1 NSW is preparing for large growth in freight volumes across Greater Sydney and
regional NSW, and is supporting industry to take advantage of new technology to
improve freight movement.®

9 Victoria is planning for its population to rapidly grow to 10 million by 2050 by ensuring
the necessary infrastructure is in place and regional cities, like Geelong, are
integrated into the state wide economy.®

7 National Transport Commission (2016), Who moves what where

8 Transport for NSW (2017), A clear direction for NSW Freight and port investment, https://www.transport.nsw.gov.au/news-and-events/media-
releases/a-clear-direction-for-nsw-freight-and-ports-investment

9 Infrastructure Victoria (2017), Victorian Infrastructure Plan,
http://www.vic.gov.au/system/user_files/Documents/vip/Victorian%20Infrastructure%20Plan~Chapter%202~Transport.pdf, page 35
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1 Queensland has the opportunity to build infrastructure to facilitate renewed resource
development while also responding to urban growth pressures in its South East.*?

M Western Australia is supporting massive gas and iron exports in its north while
preparing for Pert Bbmilioply2edati on to reach

9 South Australia will continue to play a key role in linking both east-west and
north-south traffic while at the same time looking to develop strong regional transport
links to facilitate growth in minerals agricultural businesses.

1 Tasmania is positioned to capitalise on the strong demand for high value agricultural
products from emerging Asian markets, either through direct international air freight
or staged flights through Melbourne and Sydney.

9 The Northern Territory is seeking to make the best use of a new wave of critical
infrastructure and push the social, security and economic outcomes of northern
Australia.

1 Inthe Australian Capital Territory, Canberra is the regional centre for more than half a
million people, with strong road connections to Sydney and Melbourne and new
international air connections providing options for export.

Across all of the above is the need to better coordinate the freight requirements of regional
Australia with our capital cities, ports, airports and intermodal terminals.

Our achievements and future challenge§ KS a0 2 NE 2 F | dza 4 NI
productivity

Freight occupies a key place in the Australian economy, accounting for up to 10 per cent of
gross domestic product.’?> The Productivity Commission has noted that much of the recent
productivity growth in the transport sector has been from capital investments in
infrastructure.’®* The Commission warns that simply adding more transport infrastructure, like
rail lines and roads, may not be enough to sustain the current freight system, drive the long
term improvements needed for Australian businesses to remain globally competitive and
meet the aspirations of the Australian community.

Reforms made during the 1980s and 1990s led to productivity growth from economic reform
in the transport sector, but this growth began to plateau from around 2000. Strategies to
deal with this slow down, and any future down turn in productivity (for example through
congestion), need to be in place if the Australian economy and standard of living are to be
maintained.

Freight rates are one indicator of trends in productivity in the transport sector. Figure 4
shows the plateauing for road, rail and sea freight rates since the 2000s.

10 Department of Transport and Main Roads (2016), Moving Freight progress report, https://www.tmr.qld.gov.au/-/media/busind/Transport-
sectors/Freight/Moving-Freight-final/mfprogressreport.pdf?la=en

11 Department of Transport (2017), Transport @ 3.5 million,

https://www.transport.wa.gov.au/mediaFiles/projects/PROJ_P_Perth Transport Plan__full.pdf

12 Australian Logistics Council (2014) The Economic Significance of the Australian Logistics Industry. http://austlogistics.com.au/wp-
content/uploads/2014/07/Economic-Significance-of-the-Australian-Logistics-Indsutry-FINAL.pdf

13 Productivity Commission (2017) Shifting the Dial: 5 year productivity review. http://www.pc.gov.au/inquiries/completed/productivity-review/report
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Figure 41 Real interstate road, rail and sea freight rates4
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An unproductive freight system will show up in lost export income, reduced employment,
higher import prices and consumer impacts, such as less efficient supermarket restocking
and deliveries, and higher cost of goods. The Productivity Commission also indicates the
kind of productivity change that would be ideal- multifactor productivity, making what is
already in place work better, as well as capital deepening, or adding more infrastructure,
which has been the dominant approach in the economy in recent years.

3. What the evidence tells us
Experiences of the current freight system

Over the past two centuries the Australian freight system has been built up into a complex
mix of supply chain relationships utilising different land, sea and air transport modes, moving
products of all descriptions to multiple locations (Figure 5). This system is typically
fragmented with multiple operators within a supply chain, except perhaps by a few large
companies operating national end-to-end supply chains.

14 https:/iwww.fullyloaded.com.au/industry-news/1707/stats-indicate-interstate-freight-rates-in-doldrums
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Figure 51 Snapshot of major Australian freight movement 2011 to 2012%°

Despite a range of sector-specific performance reporting, there has been no national view as
to how the freight system is performingasawhole, due to the sectoros
fragmented nature. This makes it difficult to draw firm conclusions from existing analysis.

To start building a picture of national freight system capacity and performance, extensive
stakeholder feedback on the Inquiry Discussion Paper was provided in the consultation
period. In broadest terms, the persistent theme in stakeholder feedback was that significant
frustration is experienced in managing freight supply chains, because of:

1 capacity limits and land-side access restrictions at key national freight terminals

1 diminishing industrial land around key national freight terminals and an inadequate

15 Bureau of Infrastructure, Transport and Regional Economics (2014), Freightline 1 Australian freight transport overview, Statistical Report,
https://bitre.gov.au/publications/2014/freightline_01.aspx
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