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Summary Statement
Ports Australia is pleased to provide comments to the Department of Infrastructure, Transport, Cities and
Regional Development on opportunities to improve the current legislative framework that governs coastal
trading around Australia. We recognise the previous efforts made by successive Governments in improving
this legislative framework and note the Department’s apolitical assessment that the “current Coastal Trading
regime is not working for many in the system”. We also support the Department’s assessment that a “skills
shortage in the maritime industry is forecast, and a reliable and effective pipeline of skilled workers is needed”.
Ports Australia has been advocating on both these issues for some time and we are pleased to further outline
our views, analysis and proposals to assist the Department in drafting an improved framework that will see
coastal shipping grow, consistent with the considerations in the National Freight and Supply Chain Strategy and
the National Action Plan.
There is no argument that shipping is a key part of Australia’s supply chain given that over 98 per cent of
Australia trade moves through our ports. Accordingly, we consider reforms in shipping should align with
broader reforms being considered in other aspects of the national supply chain. Accordingly, our comments
have been provided with the current visibility of the broader reforms the Government is looking to implement
as part of the National Freight and Supply Chain Strategy. We suggest that legislative and policy improvements
with regards to coastal shipping be further consulted with industry and the community when implementation
planning of broader reforms to the national supply chain have been bedded down.

Ports Australia
Ports Australia is the peak industry body representing port authorities and corporations, both publicly and
privately owned, at the national level. Ports Australia is governed by a Board of Directors comprising the
CEOs of thirteen Member port corporations.
Ports Australia works closely with the Government and its agencies on the development and
implementation of policies and regulatory settings that will facilitate the safe, efficient and sustainable
operation of our ports and provide the ability to develop capacity to meet Australia’s freight task.
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Position
Australia, a country surrounded by sea and with more than 85 per cent 1 of its population living around the
coastline, does not utilise coastal shipping to move most of its domestic freight. While over 98 per cent 2 of our
total trade with the world is reliant on shipping, only 15 per cent 3 of our domestic freight task is moved by
shipping. For a country that is the six largest in the world, mass volumes are not transported via the ‘Blue
Highway’, which is more efficient and environmentally friendly than any other mass transport mode and which
does not require government investment to build or maintain.

The effect of poor policy, a lack of successive government foresight and courage, and conditions that are not
suited for business investment in shipping has resulted in a significant decline in coastal trading. For the last
decade Australian shipping under the coastal trading legislative framework has declined by a third to about a
dozen ships. There once was a viable coastal trading market with close to 100 Australian ships plying their
trade around our coastline in the 1990’s and with this, thousands of Australian working as seafarers.
A quick review of the objectives set out in the Coastal Trading (Revitalising Australian Shipping) Act 2012
(the Act) would indicate that the legislation has failed. The lack of coastal trading and the decline in Australian
vessels and Australians seafarers, is a result of the below objectives as set out in the Act not being
accomplished:
(a) promotes a viable shipping industry that contributes to the broader Australian economy
(b) facilitates the long-term growth of the Australian shipping industry
(c) enhances the efficiency and reliability of Australian shipping as part of the national transport system
(d) maximises the use of vessels registered in the Australian General Shipping Register in coastal trading
(e) promotes competition in coastal trading
(f) ensures efficient movement of passengers and cargo between Australian ports.
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Ports Australia urges Government to go back to basic principles in improving the legislative framework so that
the above objectives can be met, and Australia can have an effective coastal trading system that delivers
benefits for the community. The outcomes Government should focus on is that:
• there is an Australian shipping industry (other than the existing subsidised Bass Strait passage);
• the legislative framework and policy enables growth in the number of Australian seafarers; and
• Australians are not paying a premium for their goods due to other transport modes moving freight
inefficiently as a result of the coastal trading system not working effectively.
Administrative burden in complying with legislation and the lack of timely systems and decision making by
government to enable the commercial world to undertake freight movement via shipping will see the death of
coastal shipping and with it, Australian seafaring jobs (except for the subsidised Bass Strait passage).
An illustration of the current failed framework can be seen by the lack of Australian container ships and vehicle
carriers and the resulting lack of benefits to Australian seafarers. Of the dozen Australian ships traversing our
coastline undertaking domestic freight movement none are container ships or car carriers traversing our
capital cities (except the Bass Strait passage), which is flabbergasting given most of our imports arrive by ship.
International shipping lines manned by international crews undertake the coastal domestic freight task as part
of operations to/from Asia, Europe and Oceania. The crews on these ships are to be paid Australian wages in
accordance with government regulation. The end result does not benefit Australian shipping nor Australian
seafarers.
Additionally, the requirement for a five-voyage minimum lacks clarity with regards to the objectives of the Act.
Under the current legislative framework and the status of the Australian shipping industry currently plying their
trade around the country, this legislative framework does not appear to achieve anything other than create
more burdensome administration for all involved. This requirement limits the commercial market from acting
more dynamically resulting in freight that potentially could be moved by ships not eventuating.
The reality is that market forces have resulted in international shipping dominating coastal trading around our
coastline. The commercial world will move freight via rail and road when it is not cost effective to do so by
ship. As a result, our domestic trade movement by shipping only accounts for 15 per cent (down from 27 per
cent in 2002) 4. Some of the reasons for the market limiting the growth in coastal trading are:
(a) Scale and frequency – coastal shipping requires significant volumes to be cost effective; lack of scale
leads to a lack of reliability that causes coastal shipping to be less attractive;
(b) Parcel size requirements – some logistic supply chains and production methods are better suited to
small, regular freight movements (more efficiently provided by road/rail) compared to larger but less
regular freight movements (provided by vessel) which may require storage and inventory stockpiling;
(c) Transit times – transit times by coastal shipping are often much longer than transit times by rail or road
and accordingly large volumes of non-time sensitive goods are better suited for shipping;
(d) Value of cargo – the more valuable the cargo, the higher the inventory costs associated with the longer
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transit times and lower service frequency of sea transport;
(e) Supply constraints – the limited capacity of international shipping lines to dedicate space to coastal
cargoes and the unavailability of suitable domestic vessels are a constraint on coastal shipping’s scope
to increase its share of the domestic freight task.
(f) Port-landside infrastructure constraints in regions having regard to increasing size of vessels —
inadequate road (and to a lesser extent, rail) connections to move freight in and out of port precincts.
Government needs to consider alternative approaches that enable efficient coastal trading while supporting
Australian shipping and seafarers for routes that are viable in the commercial world.
A proposal put forward by industry to reduce unnecessary administration and improve commercial confidence
in the coastal trading system is to expediate the licensing approvals process where competition does not exist
between international and domestic vessels. The legislative framework could be improved to grant temporary
licenses for an international shipping company on certain trade routes/sectors and for a set period (e.g. twelve
months), where the Minister deems no Australian competition exists. This decision would be based on
information available to the Minister from existing General Licenses issued and the Australian General Shipping
Register. This would potentially be implemented for container ships and vehicle carriers for many domestic
trade routes around our coast.
Another proposal is to create a register (or expand the current register) of Australian registered ships that are
undertaking coastal trading and that this register include the licensing details (timeframes, vessel type,
tonnage, route, etc). This will enable applicants for temporary licenses to understand and assess when and
where potential Australian vessels could contend for advertised coastal cargo. Temporary license applicants
would make reference to this register in putting forward their case for approval. In parallel an alert mechanism
should be enabled to those listed on the Australian General Shipping Register allowing them 24 hours to
update their contestability arrangements (with evidence assessed by government) for the proposed route by
the temporary license applicant.
Planning of the supply chain and land precincts around the port are also highly relevant in making coastal
trading a viable alternative. A study commissioned by Ports Australia (attached) highlights that coastal trading
is cost effective, efficient and environmentally friendly for certain goods and where planning of infrastructure
and land facilitates efficient movement. The sugar example included in this submission (movement of raw
sugar from North Queensland to Victoria), outlines that lower linehaul costs of ocean transport, the ability to
move freight in mass volumes without being containerised, the lower value of the commodity (resulting in
lower cost of holding the commodity in inventory), and that the good can be accommodated and processed
near the port, ensures that coastal trading is the right transport option for the movement of this good. Factors
such as the establishment of the Yarraville sugar refinery adjacent to the wharf facilitates low cost transfer of
cargo from the vessel to the processing plant.
It is visionary thinking and long-term planning such as this that will enable coastal trading to be effective and
grow, resulting in lower end-user costs, improved environmental outcomes, less pressures on our congested
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roads and reduced road fatalities, potentially an increase in competitive Australian businesses in the global
market and an increase in maritime jobs (land and sea).
Some of our larger regional ports (e.g. Townsville, Geelong, and Geraldton) have suggested that they have
already begun discussions with shipping lines on increasing coastal trading through their ports and the
economic settings for its viability. As a result, initial modelling has indicated that increased trade throughput
can result in 50-100 jobs at the port (direct and indirect) and many more for the regional economy. Jobs in
stevedoring, port operations, customer relations are some of the areas which will benefit from increased
coastal trade, not to mention increases in trucking and jobs in related industries.
While increases in land-based jobs and growth in the regional economies is guaranteed as a result of increased
coastal trading, focus should also be given to increasing jobs for Australian seafarers. Qualified and
experienced seafarers are vital to keeping our ports running. Without these Ports Australia is concerned that
suitable candidates for occupations such Marine Pilots,
Harbour Masters, Tug Masters and even those that
provide senior direction in organisations such as the
Australian Maritime Safety Authority, will be hard to
secure in the near future.
While we can secure maritime skills from overseas, we
need to grow the talent we have at home for the
simple fact that by 2020 it is expected there will be a
global shortfall of around 80,000 seafarers 5.
Furthermore, the International Chamber of Shipping
estimates that we can expect a shortage of 16,500
officers 6. A 2018 industry survey highlighted that
75 per cent of employers are already reporting experiencing a maritime skills shortage. 7 When you couple this
information with the fact that the average age of a maritime personnel is 49 years with many workers 45 years
or older (62.7%) 8, an alarming picture of key unmanned posts can be envisioned in the not too distant future.
As outlined previously, the current legislative framework (through temporary licences) does not ensure that
ships plying their trade on our coast will have Australian seafarers. Government should consider providing tax
incentives/discounts for shipping companies to hire qualified Australian seafarers. These incentives/discounts
do not have to be significant and should be modelled around calculating the financial viability of making coastal
trading effective on specific routes. Through such mechanisms the Government can ensure a future supply of
mariners to service Australian industries such as ports which the country depends on for over 98 per cent of
trade.
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The number of Australian seafarers and the number of ships undertaking coastal trading have both in decline
for a considerable number of years. Successive governments have not given this transport sector sufficient
priority and accordingly we have seen it spiral downwards. Conversely, Governments have invested heavily in
other transport sectors.
• All Australian governments invested $26 billion on construction and maintenance of roads in 2015-16.9
Since 1999-00 this expenditure had risen by 62 per cent. 10
• In addition, under-recovery of damage caused by heavy vehicle road freight is estimated at between
$7,000 and $10,500 per truck each year. 11
• Rail expenditure by all governments was $11 billion in 2015-16. 12 Since 1990-00 this expenditure has
increased by 16 per cent. 13
The Blue Highway does not need
maintenance, and shipping does
not damage the waterways.
Additionally, investment in
managing the sea channels at our
ports is borne by the ports. The
Blue Highway also connects every
port which is key given that there
are around 80 in Australia and
approximately 85 per cent of
Australians live on the coast 14.
With the national freight task is expected to grow by 26 per cent by 2026 15 and Australian transport
infrastructure unable to fully meet this demand even with extra investment 16, shipping can play a significant
role in Australia’s future under an improved legislative framework that is focused on:
• growing an Australian shipping industry
• increasing the number of Australian seafarers and enabling employment opportunities
• Australians not paying a premium for their goods due to other transport modes moving freight inefficiently
as a result of the coastal trading system not working effectively.
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