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Foreword

As Australia's traded industries become more exposed to the pressures of international
competition there is an increasing need for non-traded services to be supplied to them on
an internationally competitive basis. The development of performance indicators for key
non-traded service industries provides a mechanism for benchmarking their performance
relative to their overseas counterparts.

In March 1991 the Prime Minister announced that the Bureau would undertake a study to
develop international performance indicators for the more significant infrastructure
services. These services include electricity, rail freight transport, road freight transport,
telecommunications, waterfront, coastal shipping and gas. A report on the Australian
electricity supply industry was released in February 1992, a report on rail freight in May
1992, and a report on telecommunications in December 1992. The project is being
supported by the Business Council of Australia (BCA).

This report on the Australian road freight industry represents the fourth in the series of
reports and has been undertaken for the purposes of comparison with the earlier rail study
and to facilitate examination of the effects of infrastructure charging on the industry.

The Bureau would like to thank those representatives of road transport companies,
associations and authorities and industrial users of road freight, in Australia and overseas,
for their invaluable assistance and advice during the course of this study. Valuable
comments were received from the Bureau of Transport and Communications Economics
and the National Road Transport Commission. The research team would also like to thank
the members of the BCA Advisory Committee: Tony Daniels (Tubemakers), Bill Bytheway
(Mayne Nickless), Reg Patterson (AUSTROADS and VICROADS), Bob Lim (BCA), Philip
Norman (BCA), Robin Stewardson (BHP), Richard Clarke (Shell), David Balkin
(McKinseys), lan Edwards (Alcan) and Philip Stern (Port Jackson Partners).

The report was researched and written by Don Smale and Andrew Morris with assistance
from Claudia Leslie. The study was supervised by lan Monday, an Assistant Director of the
Bureau.

4 December 1992 John Ryan
Deputy Director
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Executive summary

This study develops and reports a range of indicators which allow an assessment to be
made of the performance of the Australian road freight industry and the operating cost
environment it faces, both in a domestic context and in comparison with the industry in
several overseas countries.

The international comparisons focus on the United States, Canada and the United
Kingdom. These countries were judged to have operating environments broadly similar to
that of Australia and/or provide examples of 'best practice'. Information relating to the
road freight industry in other countries is also included in the report.

The study also facilitates a comparison of the services supplied by the road freight industry
relative to those examined by the Bureau in an earlier report on the rail freight industry
(BIE 1992). Beyond this, it also provides an opportunity to examine the effects of
government regulation and taxes and charges on the performance of the road freight
industry. Related to this, the study examines the broad effects of charging for road
provision and use on the road freight industry.

The performance indicators reported in this study were identified in consultation with
road freight operators and users in Australia, supplemented by discussions with road
freight operators in a number of overseas countries.

Three broad categories of performance indicators are reported: customer oriented
indicators focused on freight charges and the services offered to road freight users (eg
price, timeliness and quality); operating efficiency indicators focused on the key drivers of
operating performance (eg capital and fuel productivity measures); and indicators setting
out a comparative analysis of vehicle operating cost structures, including the impact of
government taxes and charges on these costs.

In making international comparisons it is important to have regard to differences in the
underlying nature of the road transport task as well as other features of the operating
environment (eg regulations). Available industry data both for Australia and overseas
precluded the Bureau from making systematic adjustments for such differences between
countries, particularly in relation to measures of operating efficiency. Nevertheless, the
comparisons reported here are seen as providing a useful indication of the relative
performance of the Australian road freight industry.

Customer oriented and operating efficiency performance indicators

Table 1 summarises the customer oriented and operating efficiency performance indicators
developed for this study.

Table 1 Road freight industry: customer oriented and operating efficiency
performance indicators, 1992 or latest data

[ Performance indicator Australia us Canada UK |
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Customer oriented

On-time delivery (%) 96 97 96 92
Loss & damage rate (%) 0.4 0.9 0.4 0.4

Operating efficiency

Kms ('000) per vehicle p.a(®) 78 96 87 82
Tonne-kms ('000) per vehicle pa(b) 1020 1283 980 281
Empty kms/total kms (%)(®) 31 27 16 28
Fuel usage (litres/100km)(®) 51 53 54 41

Notes: (a) Articulated vehicles.
(b) All vehicles.

Sources: ABS 1992, Survey of Motor Vehicle Use 1991; US FHWA Highway
Statistics 1990; UK Dept. of Transport Continuing Survey of Road Freight
1991; BIE Survey 1992; Statistics Canada 1992, Trucking in Canada 1989;
American Trucking Associations F & OS Annual Report 1990 and other data
(1992); Canadian National Transportation Agency Annual Report (1991).

Data for Australian and overseas road freight operations set out in Table 1 suggests that in
terms of on-time delivery in relation to promised time, Australian road freight services are
on a par with overseas services. The incidence of lost and damaged freight is below that in
the United States, but comparable with Canada and the United Kingdom. Operating
efficiency data relating to capital (ie vehicle) and fuel productivity indicate that the
comparative performance of Australian road freight services varies from fair to good.
While the Australian industry is behind the United States for all measures of vehicle
utilisation, its performance compares favourably with the United Kingdom and Canada in
terms of tonne-kilometres per vehicle per annum. In the case of fuel usage, Australia's
performance is similar to that of the United States and Canada but inferior to that of the
United Kingdom.

In relation to price, indicative data presented in the report suggests that Australian road
freight rates are broadly similar to those applying overseas.

These findings are consistent with the views expressed by road freight users in a survey
conducted by the Bureau which pointed to general satisfaction with the performance of the
industry.

Overall, it would appear that the generally competitive nature of the road freight industry
in Australia, together with the additional disciplines imposed by inter-modal competition,
notably with rail freight, gives rise to strong incentives for operators to provide a good
level of service to users.
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Comparative analysis of vehicle operating costs (VOC) and taxes and charges

Analysis of the comparative total VOC reported in Table 2 reveals different outcomes for
two broad classes of vehicles:

- For short-haul vehicles, Australia's costs are above those in the UK, similar to those
in the US, but below those in Canada; and
- For long-haul vehicles, Australia's costs are similar to those in Canada, below those

in the UK, but somewhat higher than those in the US.

Table 2 Operating cost components, short (@) and long haul(®) vehicles,
1992 or latest data, c/km

Vehicle operating Australia us Canada UK
costs

Short Long Short Long Short Long Short Long
Cost component haul haul haul haul haul haul haul haul
Capital 21 31 17 25 19 26 23 22
Driver 87 40 97 49 87 45 56 42
Fuel & oll 16 27 9 14 14 22 22 38
Repairs & maintenance 15 22 14 19 22 28 23 34
Other 7 8 8 9 8 9 9 10
Total vehicle operating
costs 146 128 145 116 150 130 133 146
Road related taxes and
charges(c) 17 27 4 10 12 17 25 37
Adjusted VOC (d) 129 101 141 106 138 113 108 109

Notes: (a) Short haul vehicle: 17 tonnes gross vehicle mass (GVM), 80,000km p.a.
(b) Long haul vehicle: 42 tonnes GVM, 150,000km p.a., prime mover plus tri-axle trailer.
(c) Includes fuel taxes, registration fees, other road related taxes/charges, sales tax and

excise duty on trucks and spare parts.

(d) Total VOC minus road related taxes and charges (as defined in (c) above).

Sources: Thoresen (unpublished), 1991; BIE survey; industry supplied data
1992;American Trucking Associations 1992, Trucking Trends; Trimac, 1991; Transport
Canada 1990, Operating Costs of Trucks in Canada; Motor Transport Magazine (UK) 1992,
Cost Tables; UK FTA 1992, The Managers Guide to Distribution Costs; World Road Statistics
1986-90, International Road Federation.

Analysis of the specific components comprising VOC reported in Table 2 sheds some light
on the reasons for differences in VOC between countries. Higher capital costs (arising in
part from taxes and duties applying to vehicles and their components) are a factor in
Australia's higher VOC. Australia's driver costs are similar to those in Canada, below those
in the US but higher than those in the UK. While wage differentials were found to exist,
variations in the driver cost component largely reflected differences in the rate of
utilisation of drivers. Fuel costs in Australia are significantly higher than those in the US,
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higher than those in Canada but below those in the UK. Australia's repairs and
maintenance costs generally compare favourably with those in other countries.
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While road related taxes and charges in Australia are below those in the UK, they are much
higher than those applying in Canada and the US. The higher incidence of these taxes and
charges in Australia relative to the US in particular, appears to be a major factor giving rise
to Australia's higher VOC compared with the US.

On the basis of adjusted VOC (total VOC less the cost of road related taxes and charges),
the Australian road freight industry achieves lower cost levels than the US and Canada for
both short and long haul operations. A conclusion that can be drawn from these data is
that the level of taxes and charges applying to the industry is an important, although not
the only, source of variation in observed VOC.

Analysis based on Australian Bureau of Statistics data shows the Australian road freight
industry is much more highly taxed than other modes of transport and than the average for
all industries in the Australian economy. However, after allowance is made for a road user
charge that compensates for the public provision and maintenance of roads, the road
freight industry is seen to be taxed at a rate similar to that for industry in general.
Nonetheless, even after allowance is made for the road user charge, road freight transport
is considerably more highly taxed than its main competing mode of transport - rail freight.

Given the significance of road related charges in the overall tax/charge regime facing the
Australian road freight industry, the industry has an obvious interest in the efficiency with
which road infrastructure is provided and maintained. Reflecting this, as part of the
benchmarking project, the Business Council of Australia commissioned a study to examine
the efficiency of the road construction and maintenance industry in Australia compared
with other countries. The study is being undertaken by PPK Consultants and should be
available for publication in early 1993.

Current reform initiatives

The creation of the National Road Transport Commission at the beginning of 1992 has
given rise to the potential for accelerated regulatory reform of Australia's road freight
transport industry. Uniform road user charges have been proposed to take full effect in
1995, and proposals have also been put forward for uniform vehicle regulations and driver
technical standards. While it is difficult to compare the impact on the road freight industry
of the regulatory environment in different countries, the move towards uniform
regulations in the above areas within Australia is expected to improve the operating
efficiency of the industry.
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Given the generally competitive nature of the Australian road freight transport industry,
any reductions in vehicle operating costs, whether through reduced capital costs, labour
costs or reductions in taxes and charges faced by the industry, should translate into
reductions in the price Australian users pay for road freight services, and hence into
improvements in the international competitiveness of those users.

The Bureau will continue to monitor and report on the performance of the Australian road
freight industry and its regulatory environment over the next three years. The extent to
which the indicators identified in this report show improvement over time will provide a
guide to the benefits associated with the regulatory reforms currently being pursued.
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1. Introduction

1.1 Background

In the Prime Minister's statement of 12 March 1991, '‘Building a Competitive Australia' the
Bureau was directed to identify the importance of major infrastructure services to industry
costs, develop a clear understanding of relevant measures for international comparisons,
and publish these comparisons on a regular basis.

The background to this project is a recognition that the competitiveness of Australian
enterprises in international markets is determined in part by the costs of inputs and
services provided by other enterprises. A proportion of these inputs are obtained from
enterprises which are not directly subject to competitive pressures. Where this occurs the
development of performance measures offers a way of introducing competitive pressures
indirectly through performance targets or yardsticks. While Australian road freight
transport services are competitively supplied they have been selected for examination to
allow a comparison to be made with non-competitively supplied Australian rail freight
services, and to permit an analysis of the impact of the government regulatory and
infrastructure charging regime on the industry.

The performance measures developed for this project seek to achieve two objectives. The
first is to compare Australia’s infrastructure service performance against that of our
international competitors. In particular, the project addresses the question as to whether
Australia’s traded goods sector is disadvantaged by the performance of domestic
infrastructure service industries. The international comparisons developed for this part of
the study focus on customer oriented indicators of price, quality and timeliness. The results
show Australia's competitive position relative to other countries.

The second objective is to measure the operating efficiency of Australia’s infrastructure
industries relative to their overseas counterparts. These latter comparisons indicate the
extent to which efficiency can be improved. The key questions are how do we rate against
world best practice and to what extent can we improve our performance?

The selection of performance indicators and the determination of world best-practice are
difficult tasks. The process followed by the Bureau is to involve suppliers and industrial
consumers in the selection of the performance measures and the determination of
appropriate international comparisons. The intention is to develop credible and relevant
measures which both suppliers and users are interested in monitoring to assess
performance changes. The selection is consistent with the guidelines for effective
performance monitoring. According to Hilmer (1991) measures should:

- deal with relatively few factors;

- highlight tangible factors;
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- encourage improved performance; and
- relate to credible goals.

This report on the road freight industry represents the fourth in a series of studies of
Australia’s infrastructure service industries. The objectives and project methodology for
this report are broadly consistent with those of the earlier studies covering the electricity
supply, rail freight and telecommunications industries.

1.2 Project outline

The framework of this report is to outline the main economic characteristics of the road
freight industry, indicate the importance of road freight as an industry input and then
provide details of the customer and operating efficiency performance measures
determined for the industry. The performance measures reported here were selected
following discussions with road freight suppliers and their major business customers and
are broadly consistent with performance indicators applied in a number of other countries.
Analysis of comparative vehicle operating costs in Australia and selected overseas
countries is presented, with attention paid to the comparative impact of government
regulation, in particular the influence of taxes and charges on these operating costs. The
effects of charging for road infrastructure on the road freight industry form part of this
analysis.

The road freight industry has been defined for the purposes of this study as activities
encompassed by the following Australian Standard Industrial Classification (ASIC) 4 digit
codes:

5111 Long Distance Interstate Road Freight Transport
5112 Long Distance Intrastate Road Freight Transport
5113 Short Distance Road Freight Transport

5114 Road Freight Forwarding

This study aims to add value to work already undertaken or underway by:

- developing indicators with a customer focus (in addition to those with an
operational focus);

- seeking to make comparisons not only within Australia but also internationally
where similar overseas road freight services can be identified;

- regularly publishing simple, understandable, agreed performance indicators on a
consistent basis over a period of time (3 years); and

- examining the impact of government taxes and charges on the operating costs
involved in the provision of Australian road freight services relative to their impact
in other countries.
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The Business Council of Australia has commissioned a study to examine the efficiency of
road construction and maintenance in Australia relative to other countries as part of the
road freight benchmarking project. The study, which is being undertaken by PPK
Consultants, complements this report and should be available for publication in early 1993.

1.3 Consultation with industry and users

Consultations were held with several road freight industry associations and companies in
Australia and overseas, and with Australian users of road freight services to identify the
nature, range and sources of data that should be collected for the purposes of this report.

1.4 Structure of report

Chapter 2 describes the general characteristics of the Australian road freight industry and
its importance as an industry input, and makes some observations on the industry
overseas. Chapter 3 examines the regulatory environment in which the Australian industry
operates and comments on these aspects in other countries. Chapter 4 reports customer
oriented indicators - price, timeliness and quality, and operating efficiency indicators for
the Australian industry and develops some international comparisons. Chapter 5 compares
the vehicle operating costs (including the influence of taxes and charges) faced by
Australian freight operators with those faced by comparable operators in selected
countries. Chapter 6 presents the summary and conclusions of the report.
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2. The road freight industry

This chapter examines the importance of the Australian road freight industry in the
economy and as an industry input and outlines some key features of the industry.

2.1 Road freight in the Australian economy

According to the Australian Bureau of Statistics (ABS) the transport and storage sector as a
whole accounted for 4.7 per cent of Australia’s Gross Domestic Product (GDP) in 1991-92.
Road freight transport accounted for about 2 per cent of GDP (using 1984-85 data on a
constant price basis).

In 1987, the Bureau of Transport and Communications Economics (BTCE) estimated the
size of all transport operations (road, rail, water and air) as 4.5-5.0 per cent of GDP, while
the estimate for the broadly defined transport sector (including vehicle manufacture and
repair and road construction) approached 10 per cent of GDP. The IAC (1989) estimated
that the road freight industry generated over $15 billion in revenue during 1986-87.

Estimates of employment in the road transport industry vary. The ABS Labour Force
Survey indicates about 131 000 persons were employed in ASIC Group 511 - Road Freight
Transport - in August 1992 (which represents 1.7 per cent of total employment). The Road
Transport Forum (RTF), a peak national industry body, has estimated road transport
industry employment at around 400 000, taking into account those employed both directly
and indirectly.

Table 2.1 provides information on a number of aspects of the transport task performed by
different transport modes in Australia.

Transport tasks can be measured in various ways. One measure is that of tonnes carried,
but as this provides no information on distances travelled the measure of net tonne
kilometres is usually preferred. On this basis, road services accounted for about 33 per cent
of the Australian freight transport task in 1988-89, slightly ahead of rail but behind that for
sea transport.

The length of the haul is one factor in determining the choice of transport mode. Road
tends to be used for the short haul movement of goods due to its greater flexibility and
because it avoids much of the double-handling associated with other modes. Over 48 per
cent of road freight kilometres travelled are within urban areas and almost 90 per cent of
all road freight kilometres travelled are within the state/territory of origin.
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Table 2.1 Freight transport tasks in Australia, 1988-89

Tonnes Share of Net tonne Share of Average
Task carried transport kilometres transport length of
market market haul
(million) (%) (billion) (%) (kms)
Road 990 74 85 33 86
Rail 304 23 81 32 270
Sea 43 3 91 35 2100
Air 0.15 0.01 0.14 0.1 900
Tota 1337 100 257 100 192
|

Source: IC 1991, Rail Transport, Report No. 13, AGPS, Canberra.

Rail is generally used for longer hauls and particularly in the transport of bulk
commodities, such as wheat and other grains. Transport by sea is generally much slower
than road or rail and is often used for the movement of bulk goods over very long
distances. Air transport, while of limited significance in relation to the total freight task, is
used to move high value goods where speed of delivery is an important consideration. In
some situations, such as remote locations, the choice of transport mode may be limited. The
average road haul in 1988-89 was 86 kms compared with 270 kms for rail, 2100 kms for sea
and 900 kms for air.

Changes in transport modal shares from 1970-71 to 1988-89 are shown in Figure 2.1. Since
the early 1970s, the main trends in domestic freight tasks have been the sizeable increase in
the share for road freight and the marked decline in the share for sea transport. Rail’s share
has increased slightly.

Figure 2.1 Trends in domestic transport modal shares
(net tonne kilometres)

1970-71 1988-89
Road
20% Sea Road
35% 33%
Sea
52%
Rail
28% Rail

32%
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Sources: IC 1991, Rail Transport, Report No. 13, AGPS, Canberra; and Inter-State Commission 1990,
Road use charges and vehicle registration: A national scheme, AGPS, Canberra.
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The same transport task can often be performed by two or more modes. The choice of
transport mode is affected by price which in turn depends on distance, traffic density,
locations of source and destination, type of traffic and capacity utilisation. However, price
is not the only consideration and service characteristics such as transit time, reliability,
flexibility, frequency of service and security can be critical factors. The trend in land
transport has been for high volume bulk hauls to be performed by rail, while low volume
hauls, both freight and passenger, have been delivered increasingly by road transport.

2.2 Road freight as an industry input

Analysis of the ABS input-output tables (which measure direct and indirect inputs used to
produce a unit of output) indicate the quantitative significance of road transport as an
industry input in comparison with other service industries in 1986-87. Road transport
accounts on average for 2.8 per cent of final output in the mining sector (Figure 2.2). As
shown in Figures 2.3 and 2.4 and 2.5, road transport accounts on average for 3.1, 4.5 and 5.2
per cent of final outputs in the agricultural, manufacturing and service sectors respectively.
For the manufacturing sector, road transport inputs are at least twice as important as
communication inputs and more than four times as important as rail transport inputs.

Figure 2.2 Service industry outputs required directly and indirectly to
produce $100 of final mining sector output, 1986-87

Services to transport
Welfare etc services
Retail trade
Non-bank finance
Communication
Banking
Road transport
Electricity
Wholesale trade

Business services nec

Source:  ABS 1990, Catalogue No. 5209.0.

Figure 2.3 Service industry outputs required directly and indirectly to
produce $100 of final agriculture sector output, 1986-87
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Retail trade

Communication

Water, sewerage,
drainage

Mechanical repairs

Non-bank finance
Banking

Electricity

Road transport
Business services nec

Wholesale trade

Source:  ABS 1990, Catalogue No. 5209.0.

Figure 2.4 Service industry outputs required directly and indirectly to
produce $100 of final manufacturing sector output, 1986-87

Rail transport

Public administration

Services to transport
Gas

Retail trade
Communication

Non-bank finance
Banking

Road transport
Electricity

Business services nec
Wholesale trade

Source:  ABS 1990, Catalogue No. 5209.0.
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Figure 2.5 Service industry outputs required directly and indirectly to
produce $100 of final service sector output, 1986-87

Education, libraries, etc
Public administration
Road transport
Residential building
Communication
Health

Banking

Electricity

Retail trade
Construction nec
Wholesale trade
Business services nec

Source:  ABS 1990, Catalogue No. 5209.0.

Although input-output analysis can establish the significance of road freight services in
terms of their value as inputs or proportion of total costs, it does not capture the influence
of other cost factors, such as the incidence of service failures or loss and damage of freight.
The survey of road freight users carried out by the Bureau provided valuable information
on the impact of these factors. Beyond this an efficient road transport industry gives rise to
benefits to user activities in other areas as well. For example, reductions in inventory and
warehousing costs with the adoption of just-in-time systems have been facilitated by
improvements in the efficiency of transport, including road transport.

The requirement for road transport services as an input varies considerably on an industry
basis. As revealed in Figure 2.6, it is most important for non-metallic minerals products (eg
cement, bricks, lime and glass), meat and milk, and petroleum and coal products.
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Figure 2.6

various industries, 1986-87
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Source:  ABS 1990, Catalogue No. 5209.0.

2.3 Some key features of the Australian road freight industry

An examination of the Australian road freight industry in terms of its size and structure
reveals a very diverse industry, highly integrated in some segments and quite fragmented

in others, and which provides a wide range of services to many areas of the economy.

Size

The industry is made up of a large number of operators, several of which are large
transportation firms but most of which are of small size, and is characterised by a
significant level of entry and exit of firms. The ABS Business Register Counts indicate 17
301 road transport firms in operation as at August 1992. These firms operate in four
distinct segments as follows: ASIC 5111 long distance interstate road freight transport - 3
779; ASIC Class 5112 long distance intrastate road freight transport - 4 058; ASIC Class 5113
short distance road freight transport - 9 022; and ASIC Class 5114 road freight forwarding -

442.
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The number of registered trucks in Australia, classified according to type of truck, in 1991,

is shown in Tables 2.2 and 2.3.

Table 2.2 Rigid trucks on register by gross vehicle mass, Australia, 1991
Gross vehicle mass (tonnes) Number
Over 3.5t0 8 155 539
Over 8 to 12 72 593
Over 12 to 16 55919
Over 16 to 20 7 846
Over 20 to 25 29 177
Greater than 25 4 429
Not stated 7 582
Total 333085

Source:  ABS 1991, Catalogue No. 9309.0.

Table 2.3 Articulated trucks on register by gross vehicle mass, Australia,

1991
Gross vehicle mass (tonnes) Number
18 and under 13016
Over 18 to 24 8 089
Over 24 to 30 10 698
Over 30 to 34 1027
Over 34 to 40 3134
Greater than 40 5753
Not stated 9297
Total 51 014

Source:  ABS 1991, Catalogue No. 9309.0.

Structure

The structure of the road freight industry can be considered in a number of different ways,
for example, by types of service provided, by types of operators, or by types of
commodities carried.
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By types of service provided

The 1984 National Road Freight Industry Inquiry examined the industry on the basis of the
ASIC codes covering the industry:

- freight forwarding (ASIC Code 5114)
- line haul trucking (ASIC Codes 5111 and 5112)
- short haul trucking (ASIC Code 5113)

Freight forwarding is the act of taking control of clients' goods at the consignors'
premises and moving the freight to the consignees using the most appropriate transport
mode, maintaining control throughout the entire process. Freight forwarding can utilise a
range of transport modes and operate either on a national basis or concentrate on specific
routes or areas. Freight forwarding involves the consolidation of a number of part-load
consignments into full truck loads for line-haul, and in blending those consignments to
take advantage of the dimension and weight limits of the line-haul vehicle. It requires
extensive pick-up and delivery networks, specialised terminal facilities and advanced
management control systems. While there are significant scale economies in relation to
operation on a national basis, it is usually easier to establish more specialised route or area
operations. Freight forwarders can hire the use of rail wagons on either a casual or annual
basis and this means of operation is increasing. Forwarders can also use their own vehicles,
although they tend to use owner-drivers extensively and to a lesser extent, small fleet
operators. Since the mid-1970s there has been increasing market concentration among the
national forwarders with the larger firms acquiring a significant number of smaller
operators, and related to this, there is evidence that forwarders can in some instances
exercise a degree of market power in the purchase of services from railways and owner-
drivers.

Line haul trucking involves the movement of goods over long distances (in excess of 100

kmsl). These services are provided by the fleet operations of forwarders, fleet operators
and owner operators collecting loads of consolidated less than full truck load (LTL) freight
from forwarders’ terminals or full truck load (FTL) freight from customers. There are
generally few barriers to entry, particularly for FTL general freight, due to the lack of scale
economies and the low cost of acquiring a vehicle. There are low levels of concentration
and considerable competition among those providing these services due to the availability
of rail and coastal shipping which are close substitutes, particularly for intercapital freight
movement.

The short haul trucking sector can be broken up into short-haul general freight and
short-haul specialised freight. The general freight component uses all-purpose vehicles
such as small vans and articulated trucks and is generally characterised by low barriers to
entry and exit and a large number of small operators with resulting high levels of
competition. The specialised freight component involves industry-specific or commodity-
specific equipment such as petrol tankers, concrete trucks and crane trucks. A significant
proportion of service providers in this component operate in specialised markets as a
result of the specialised nature of the equipment used and the tendency for operators to

The 1984 National Freight Industry Inquiry specified this haul length as linehaul trucking.
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form established links with users resulting in considerable barriers to entry. Examples of
specialised markets include chemicals and waste cartage, vehicle transports, refrigerated
trailers, livestock carriers, bulk petroleum products delivery vehicles and armoured
vehicles.

The ABS 1991 Survey of Motor Vehicle Use data set out in Table 2.4 shows interstate road
freight kilometres as 11.6 per cent of total road freight kilometres, and total non-urban road
freight kilometres representing 51.8 per cent of total truck kilometres. On a tonne-kilometre
basis, the importance of non-urban freight increases, with intrastate non-urban and
interstate tonne-kilometres together representing 68.6 per cent of total Australian road
freight tonne-kilometres.

Table 2.4 Kilometres travelled and tonne-kilometres moved by type of haul,
1991
Capital  Provincial Total Non- Interstate Total Australia
city urban urban urban non-
intrastate urban

Kms travelled
(million kms)

Rigid trucks 3067.9 758.0 3825.9 2146.6 210.7 2357.3 6183.2
Articulated

trucks 726.3 336.7 1063.0 1923.0 966.3 2889.3 3952.4
Total 3794.2 1094.7 4888.9 4069.6 1177.0 5246.6  10135.6
Tonne

kilometres

Rigid trucks 9649.8 2623.9 12273.7 7681.9 701.6 8383.5 20657.3
Articulated

trucks 9345.9 4668.6 14014.5 31321.9 17690.2 49012.1 63026.6
Total 18995.7 7292.5 26288.2 39003.8 18391.8 57395.6 83683.9

Source: ABS 1992, Survey of Motor Vehicle Use (1991) - unpublished data.

By types of operators
Providers of road freight services can be categorised as follows:
- owner drivers;

- fleet operators; and
- freight forwarders.
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Owner drivers comprise about three-quarters of road freight transport establishments.
While some operate as independent providers of services many operate under contract to
freight forwarders and prime contractors. They may have equipment bearing the name of
the forwarder or they may work for a number of forwarders on an ad hoc basis.

Fleet operators may be either prime contractors, working under their own name or the
name of the client, or they may operate as sub-contractors to a larger fleet operator.

Freight forwarders arrange the movement of freight via their own fleet if they own one
or via other hired carriers. Freight forwarders typically provide a door-to-door service to
their customers and may arrange for a combination of transport modes to provide a
service.

By types of commodities carried

Table 2.5 sets out details of commodities carried by road freight services on a tonne
kilometres and tonnes basis.

Table 2.5 Total tonne kilometres and total tonnes carried by road by
commodity carried, Australia, twelve months ended 30 September
1991

Commodity carried Total tonne Total tonnes
kilometres carried
(million) (million)
Agricultural 24 986.5 170.6
Logs and sawn timber 3958.6 41.8
Fertilisers & other chemicals 3503.6 31.0
Sand, stone, iron ore & other crude 11 170.5 279.6

materials
Coal 1248.9 17.3
Petroleum & other fuel products 5131.9 53.0
Machinery 3883.5 45.0
Motor cars & other transport 1575.7 7.8
Cement, concrete & clay bricks 3519.6 58.0
Metals 3778.4 26.1
Other manufactured goods 3553.2 34.5
General freight 13 705.2 72.3
Other(® 9 650.5 181.5
Total 89 666.1 1018.5

Note: (a) Includes water, garbage, household effects, tools of trade and other.

Source:  ABS 1992, Unpublished data.
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In looking at the types of commodities moved one classification which can be useful is the
following:

- consolidated freight;

- dry bulk;

- liquid bulk;

- general freight; and

- express.

Consolidated freight is moved by freight forwarders as described above.Dry bulk and
liquid bulk are in the category of specialised services and can be either short haul/urban
or intra/Zinterstate linehaul movements. Similarly general freight and express freight
can be either urban or linehaul services. The general and express freight group are
characterised by low barriers to entry and a large proportion of owner drivers. This
segment includes services ranging from the small van style of operation which delivers
small parcels between city offices to the large interstate overnight fleet operators. The
express freight market is dominated by the various operations of TNT and Mayne Nickless.

2.4 Theroad freight industry overseas

Brief comments on the road freight industry in the US, Canada, Japan, the UK and the
European Communities are set out in Appendix 1. National data is in general not available
on a strictly comparable basis and for this reason the information reported varies from
country to country.

Broad observations that can be made are that road freight is in general the dominant mode
of transportation for freight in these countries (on a tonnage basis), road freight is
invariably an important component of GDP, the industry is an important source of
employment, and has increased its share of the overall transport task in each of these
countries in the last decade or so.
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3. The road freight industry
regulatory environment

This chapter outlines the current road freight industry regulatory environment, considers
some of the proposals for regulatory reform and the potential gains from these reforms,
and looks at current reform initiatives and the reactions of the industry and users to these
initiatives. In a recent report on road transport the Organisation for Economic Co-
operation and Development (1990) observed that in several countries economic regulation
of the industry has been reduced during the 1980s, if not removed altogether, with the aim
of encouraging greater competition and efficiency. Some observations on the regulatory
environment in selected overseas countries are set out in Appendix 2.

3.1 The current regulatory environment

The road freight transport industry currently operates under nine different sets of
legislation, regulation and interpretation operated by both the Federal Government
through the Federal Interstate Registration Scheme, and six State Governments and two
Territory Governments. Under these arrangements, each State and Territory independently
sets charges, generally consisting of a registration fee and various fuel taxes and has
responsibility for a number of technical and operating standards and licensing
arrangements. The Federal Government also imposes fuel taxes.

Registration fees vary widely as shown in Table 3.1, with New South Wales having the
highest for almost all vehicle types and the Northern Territory the lowest. For the
commonly used 6-axle articulated prime mover and trailer, fees range from $5870 in New
South Wales to a low of $430 in the Northern Territory. There are also considerable
differences in the basis for registration fees which may relate to gross vehicle mass, tare
mass or engine size. Concessions such as those for primary producers also vary
considerably between states and territories.

In addition to differences in registration fees between jurisdictions there are a myriad of
technical and operating standards. These relate to vehicle characteristics such as vehicle
design and construction, vehicle equipment such as lighting or braking systems, and
vehicle operation such as the carriage of dangerous goods. Mass and dimension limit
differences primarily present problems in relation to the need to obtain a range of special
permits for non-standard hauls, and in the uneven approach to the licensing of high-

productivity B-Double trucks? to operate on more heavily-travelled routes. Regulations
governing drivers’ hours also differ between jurisdictions.

Table 3.1 Average current registration fees, selected vehicles/vehicle
combinations

B-double trucks comprise a semi-trailer pulling a second articulated trailer.
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Vehicle NSW VIC QLD WA SA TAS NT ACT
2-axle

<12 tonnes 890 400 590 390 570 270 130 1170
3-axle rigid

>16.6 tonnes 2220 1500 1940 1820 1300 590 240 2430
6-axle

articulated 5870 2400 3280 2880 2980 1220 430 4090
8-axle

B-Double 7280 2620 3360 3670 3290 na. 520 5850
Note: n.a. Not applicable.

Source: NRTC 1992, Discussion Paper on Heavy Vehicle Charges.

The National Road Transport Commission (NRTC) has identified the following
deficiencies in the road freight industry regulatory environment as adversely affecting the
industry's competitiveness and efficiency:

- varying mass-distance limits for the road freight system;

- lack of a uniform system of driver working hours;

- constraints in some states on the use of B-doubles;

- no consistent technical standards for rcad trains on similar road types; and
- lack of agreement on handling non-standard vehicles.

The NRTC's extensive road transport reform agenda directed at addressing these
deficiencies is outlined in Section 3.3.

3.2 Proposals for regulatory reform and the potential gains from
these reforms

The Inter-State Commission (ISC) was re-established in March 1984 with the purpose of
assisting in the improvement of interstate transport. The ISC, in its 1988 report on
‘Harmonisation of Road Vehicle Regulations’, indicated that the potential savings from
streamlining and rationalisation of regulations were considerable, concluding that:

‘Even a modest saving in costs in proportionate terms resulting from a move
to greater uniformity of road vehicle registrations would lead to a significant
resource cost saving to the nation.’
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The Commonwealth Government released the report of the ISC on ‘Road use charges and
vehicle registration: A national scheme’ in March 1990. The report recommended that there
should be a single national scheme of vehicle registration and regulation. The ISC also
recommended a national road user charging system, to fully recover the identifiable costs
of road provision, maintenance and use, throughout Australia, with identifiable costs to
include externalities such as noise and atmospheric pollution. This recommendation was
based on a perception that there was a need to redistribute the charging burden amongst
vehicle categories on the basis of road use, particularly in relation to heavy vehicles. The
report also recommended that road funding, management and planning by the authorities
at national, state, territory and local levels be consistent with demand for roads and their
usage.

There is widespread agreement within the road freight industry that the adoption of
measures such as uniform standards and regulations, and more flexible vehicle operating
arrangements could generate considerable savings for service providers and users alike.
For example, savings could be realised through measures such as opening up of the
remaining transport markets reserved for rail (eg grain, coal and other bulk commaodities),
introducing higher mass limits for trucks and permitting greater use of high-productivity

B-double trucks3 As part of its continued concern that microeconomic reforms should be
accelerated the BCA released in September 1992 a report on 'Fast-Tracking Economic
Reforms'. The report, prepared by Access Economics, discussed the potential benefits
available from tackling transport reform. The report was based on earlier work by the
Industry Commission (1989) which attempted to quantify the potential cost savings from
transport reform by individual transport sectors and to estimate the overall economic
benefits to the Australian economy.

The Access Economics report examined progress in capturing the total potential savings of
$6.8 billion (in 1989-90 dollars) from transport reforms identified by the BCA/IC work,
corresponding to savings of around 25 per cent of spending on all forms of transport. Two-
thirds of the potential cost savings were linked to reforms in the rail, water and
international aviation sectors. Road transport was considered to be relatively efficient in a
technical sense (ie services provided close to least cost of supply). However, potential
savings of $525 million (or 8 per cent of total transport savings) were estimated to be
available from reforms to road transport pricing, with $325 million of this potential savings
figure judged to have been achieved during the last 2-3 years. In aggregate, the existing
charging regimes for road transport appear to result in overcharging for pavement damage
costs, passenger and light commercial vehicles subsidise heavy vehicle operators, resulting
in inappropriate price signals for road investment decisions. A better system of charging
would promote more efficient usage of roads and in the process would yield
improvements in road construction and maintenance activity. The above savings estimate
does not include potential gains available from the harmonisation of road regulations and
the wider use of B-double vehicles. The NRTC has indicated that in its assessment savings
from reform in these latter areas are likely to exceed those available from road pricing
reforms.

The National Association of Australian State Road Authorities (now Austroads) estima  ted that
these trucks have the potential to reduce transport costs by up to 20 per cent on designated
routes, equivalent to annual savings of $180m in 1984-85 prices.
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There is strong recognition generally of the importance of the road transport industry and
the potential for cost savings from reforms in this area. Increased funding in the Federal
Government's February 1992 One Nation package in the areas of road ($600 million for
upgrading the road network) and rail transport ($454 million to complement the National
Rail Corporation's ten year investment program) had amongst its objectives increasing the
pace of transport reform and achieving a more integrated transport system through the

upgrading of connections between transport modes?

3.3 Current reform initiatives

In July 1991, the Heads of Government at the Special Premiers’ Conference (SPC) resolved
to improve road safety and transport efficiency by adopting a nationally uniform or more
consistent set of road transport legislation. Accordingly, it was agreed to establish the
NRTC under Commonwealth legislation to develop an acceptable framework of national
rules, regulations and charges for the road transport industry. The Commission was set up
in January 1992 as an independent body funded by federal, state and territory
governments.

Heavy vehicle road user charging

The same SPC also agreed that a full cost recovery system should be implemented for

heavy vehicles® consisting of a general road user charge through fuel excise and an
additional mass-distance charge for the heaviest vehicles to take account of the additional
road damage caused by these vehicles. This was broadly in line with the approach adopted
by the ISC in earlier reports. The charges were to be phased in to achieve full cost recovery
by no later than 1 July 1995 for all heavy vehicles, except road trains which were to achieve
full cost recovery by 1 July 2000. The NRTC was to make an initial recommendation on
implementing national arrangements for registration, regulation and charging of heavy
vehicles by March 1992, to apply from a date no later than 1 January 1993.

In its April 1992 Discussion Paper on Charges for Heavy Vehicles the NRTC proposed
replacing the mass-distance charge proposed by the ISC and SPC with a fixed annual
charge (for example $1100 for a 2-axle rigid truck with trailer; $4000 for a 6-axled
articulated truck) and a fuel charge component of 18 cents per litre, the latter being the
NRTC's notional allocation of the current 26 cents per litre of diesel excise into a charge
(this compares with the 15 cents per litre reccommended by the ISC). The proposed charge
would apply to all heavy vehicles in all states and territories.

The NRTC noted that significant increases in charges applying to the heaviest end of the
vehicle fleet (eg. 6-axle trucks and road trains) would impact adversely on remote
communities, which are reliant on heavy transport for the carriage of goods into and out of
their regions. This issue has also been examined by the BTCE (1992).

4 In November 1992, the Federal Government diverted some of the proposed rail expenditure
under the One Nation package to other areas so as to lessen delays in providing a fiscal stimulus
to the economy.

5

Heavy vehicles are trucks and buses that have a gross vehicle mass of 4.5 tonnes or more.
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Following a Ministerial Council meeting in July 1992 (comprising Ministers of Transport
from each participating state and territory) the NRTC determination on heavy vehicle
charging was approved by postal ballot, with NSW and WA voting against the
determination. The agreed heavy vehicle charging regime was not substantially different to
the NRTC's April 1992 proposals.

The NSW Roads Minister subsequently requested $75 million for extra road funding from
the Federal Government to compensate for the reduced revenue from the proposed lower
truck registration charges in NSW. An alternative option, proposed by the NSW Minister,
involved the imposition of a $1500 environmental charge and $1500 safety inspection fee
for non-NSW trucks entering NSW. Western Australia also expressed dissatisfaction with
the new charges. It argued that its road transport operators would be subject to a higher
level of charges but that, as most work only within the State, they would therefore receive
no benefit from other components of the package such as uniform regulations. These issues
are the subject of ongoing discussions.

The NRTC has pointed out that its brief on charging is narrow - to develop a uniform
system of charging for heavy vehicles for road expenditure which is attributable to their
road use - and excludes the following:

- light vehicle charging (heavy vehicles account for only about one-fifth of total road
expenditure);

- external costs associated with road use such as noise and atmospheric pollution
and congestion;

- hypothecation of the revenues raised by the charging system; and

- any mechanism to redistribute revenues from those states and/or territories which
gain to those which lose or between levels of government.

Technical standards

In addition to its responsibility of developing a national heavy vehicle charging scheme,
the NRTC was charged with the responsibility of developing a nationally uniform or
consistent set of regulations for heavy vehicles. These responsibilities were expanded in
May 1992 to cover all vehicles.

The NRTC is addressing the development of national regulations in the areas of vehicle
standards, driver standards and road use standards and has proposed that a nationally
uniform regime include the following:

- heavy vehicle construction requirements, including dimension and mass limits and
vehicle emission standards;
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- aspects of traffic codes relating to heavy vehicles and their operations;

- vehicle road worthiness and inspection standard;

- driver licensing standards and procedures;

- special codes of practice covering heavy vehicles such as loading codes, permit

conditions etc;
- enforcement levels and sanctions for breaches of regulations; and

- aspects of operator controls particularly affecting heavy vehicles (freight and
public passenger licensing) but excluding economic regulation (such as restricting
commodities to rail).

Specific progress in these areas includes the near-finalisation of the following codes:

Vehicle Standards Code which includes general safety requirements, vehicle
marking, vehicle configuration and dimensions, lighting and light signalling
devices, braking systems, external noise and emissions, maximum road speed
limiting and mechanical connections between vehicles;

Vehicle Mass and Loading Code which includes mass limits, loading
dimensions, and loading and load restraint; and

Overmass/ Overdimension Vehicles Code which includes mass limits, access
provisions, warning devices, requirements for pilot/escort services and permit
conditions.

Work is underway on a Heavy Vehicle Traffic Code which includes roadworthiness,
speed limits and various traffic rules. Other codes to be developed will cover such matters
as dangerous goods, driving hours (for which a Technical Working Paper was released in
October 1992), traffic regulations, and access for medium and long combination vehicles.

3.4 Road freight industry and user responses to the NRTC
proposals

The road freight industry peak national body, the RTF, has been generally supportive of
the approach taken by the NRTC, but has argued the need for a stronger link between the
new charges and uniform regulations. According to the RTF, the benefits from the new
arrangements will only accrue where those operators facing increased charges obtain
benefits from improved regulations. The Federal Minister for Land Transport is on the
record as saying that the revised charges should not come into effect until the regulatory
reforms have commenced being put into place.

The approach taken by the NRTC to road user charges has been criticised by Access
Economics (1992) which observed that ‘The current approach to road user charges is
flawed because of its exclusive focus on road wear charges for heavy vehicles’. The same
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study argues that the NRTC should be required to include congestion charges and to link
road wear charges with optimal investment in road durability. In addition, it maintains
that road wear charges should be based on the general principle of a uniform tax per
standard axle passage. However, the RTF has been critical of this approach and continues
to support the NRTC’s recommendations, including that environmental effects be excluded
from the calculation of road user charges, arguing that other industries do not pay fully for
external costs arising from their activities.

The Bureau’s survey of road transport operators, reported in Chapter 4, found that
operators considered the level of road user taxes and charges and regulations setting
vehicle mass and dimension limits, to be key factors adversely affecting the cost or quality
of road transport services.
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4. Performance indicators for the
road freight industry -
International comparisons

This chapter examines two types of performance indicators relating to the road freight
transport industry:

- customer-oriented indicators; and
- operating efficiency indicators.

Customer-oriented performance indicators typically cover areas like price, timeliness and
other aspects of quality of service. Comparisons across competing transport modes in
Australia and with road freight services in other countries in these areas give an indication
of the relative performance of Australian road freight services. They also give an indication
of the impact of differences in the delivery of road freight services on the competitiveness
of user industries, particularly those competing in international markets.

Comparisons of operating efficiency indicators provide a measure of the underlying
relative efficiency of road freight service providers and indicate the scope for
improvement.

Discussions between the Bureau and road transport operators, industry associations and
transport authorities in Australia and overseas (eg US, UK, Canada and NZ), revealed a
limited and varying amount of published data across countries. The Bureau sought to
extend this data by undertaking a survey of overseas road freight operators, and in the case
of Australia, a survey of operators and users. The response rate for the Australian
operators survey was satisfactory (about 30 per cent of questionnaires were returned of
which in excess of 80 per cent were useable) but that for overseas was disappointing. In
consequence of this, it has only been possible to make limited comparisons between the
Australian and overseas road freight industries.

It is important, in making international comparisons, to have regard to differences in the
underlying nature of the road transport task as well as other features of the operating
environment such as regulations. Available industry data precluded the Bureau from
making systematic adjustments for such differences between countries, particularly in
relation to measures of operating efficiency. Nevertheless the comparisons reported below
are seen as providing a useful indication of the relative performance of the Australian road
freight industry.
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4.1 Customer oriented indicators

Appropriate customer oriented performance indicators for the road freight industry were
identified in consultation with a range of road freight transport providers and users. A
survey of Australian road freight users was undertaken to determine what aspects of road
freight services they regard as important and what they think of the industry's
performance in relation to these aspects of service. The response rate for this survey was
excellent with more than 50 per cent of questionnaires despatched being returned, useable
questionnaires.

User perceptions

As evident from Table 4.1 price, on-time delivery, care of goods and availability of
equipment to meet user needs are the aspects of road freight services considered to be of
most importance to users (ie highest rankings for ‘critical' and 'very important' categories).
Timely and acceptable responses to queries, invoice accuracy and shipment tracing were
also judged to be of particular importance to users. Liability coverage and claims
procedures were judged to be less important, perhaps reflecting the industry's low loss and
damage rates. Interestingly, suitability of electronic data interchange (EDI) capability has
not yet become a factor of key concern to users.

Table 4.1 Users' perceptions of the importance of various aspects of road
freight transport services, 1992 (per cent of respondents in each
category)

Aspect of service Critical Very Marginall Not Total
important y important

important

On-time pickup 34 48 12 6 100

On-time delivery 59 36 3 2 100

Transit time 24 48 22 6 100

Rates and pricing 41 53 6 0 100

Care of goods 69 27 3 1 100

Claims procedures 2 41 38 19 100

Liability coverage 22 38 27 13 100

Invoice accuracy 27 60 6 9 100

Timely and acceptable

reply to users inquiries 42 49 3 6 100

Shipment tracing 43 43 10 4 100

Driver performance

and attitudes 34 49 14 3 100

Equipment available to

meet needs 65 29 6 0 100

Suitability of EDI

capability 6 28