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Summary

On January 20 1999, the Federal Treasurer directed the Australian Competition and 
Consumer Commission under s. 27A of the Prices Surveillance Act 1983 to monitor 
prices, costs and profits of container terminal operator companies at the ports of 
Adelaide, Brisbane, Bumie, Fremantle, Melbourne and Sydney. The aim of the 
Commission’s monitoring program is to help provide information to the Government 
and wider community about the progress of waterfront reform at Australia’s major 
container terminals. The monitoring program will also provide information to the 
community about the absorption of the stevedoring levy by the stevedores.

As part of the Government’s reform strategy funds were provided to ensure that all 
stevedoring employees made redundant as part of the reform process received full 
redundancy entitlements. A levy on the loading and unloading of containers and cars 
for export and import was to be applied to repay these funds. The levy is expected to 
be in place for a number of years. The stevedores agreed to absorb the full cost ot the 
levy.

This report sets out the monitoring methodology to be used by the Commission and the 
results taken from the first monitoring period (February to June 1999). The results 
were compared to a base period; November 1998 to January 1999. The levy came into 
effect from 1 February and this marked the commencement of the Commission’s 
monitoring task. Subsequent reports will be issued annually and will be based on data 
collected at half yearly intervals.

The report indicates that there have not been significant reductions in stevedoring 
rates during the monitoring period. However it does seem that the stevedoring 
companies have, overall, absorbed the cost of the levy.

%

Taking a more long term view, average revenues and costs in late 1998 and early 1999 
are significantly below the levels they were in 1995 when the previous monitoring 
period undertaken by the Commission (and earlier the Prices Surveillance Authority) 
ended. Most of the reductions in average revenue would seem to have occurred in the 
years 1996 and 1997.

Patrick the Australian Stevedore (Patrick) shed a significant part of its workforce in 
1998 and the cost structure analysed in the report is the result of this restructuring. As 
P&O Ports Ltd (P&O Ports) finalised their restructuring program after the end of the 
monitoring period (August 1999) the next monitoring report will show the effect of 
these changes.
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1. Introduction

This report outlines the methodology to be used and comments upon the initial results 
of the Australian Competition and Consumer Commission's monitoring of the 
Australian container terminal stevedoring industry for the five months to June 1999. 
Subsequent reports will be issued annually and based on data collected at half yearly 
intervals.

1.1 Background

On 20 January 1999 the Federal Treasurer directed the Commission under s. 27A of the 
Prices Surveillance Act 1983 to monitor prices, costs and profits of container terminal 
operator companies in Australia's major ports.1 Previously the Prices Surveillance 
Authority (PSA) monitored stevedoring prices and costs from March 1991 to 
November 1995, during which time it released five monitoring reports. The program 
included monitoring of general stevedoring activity as well as container stevedoring.

As part of the Government's waterfront reform strategy funds were provided to ensure 
that all stevedoring employees made redundant as part of the reform process received 
full redundancy entitlements. A levy on the loading and unloading of cargo was to be 
applied to repay these funds. The stevedores agreed to absorb the full cost of the levy. 
The aim of the monitoring program is to help provide information to the Government 
and wider community about the progress of waterfront reform and about the absorption 
of the stevedoring levy by the stevedores.2

The Commission’s container stevedoring monitoring program covers prices, costs and 
profits relating to the supply of services by container terminal companies in the ports of 
Adelaide, Brisbane, Burnie, Fremantle, Melbourne and Sydney.

1.2 Maritime Industry Finance Company

The major stevedores undertook to meet the full costs of reform through the application 
of a levy on the loading and unloading of cargo. The levy is being used to repay the 
funds that were made available through a wholly Commonwealth Government owned 
company, the Maritime Industry Finance Company (MIFCO). The Government 
established MIFCO on 8 April 1998.

The levy came into effect at the beginning of February 1999 and is paid at a rate of $12 
per container and S6 per car imports and exports. The funds from the levy are remitted 
monthly to the Department of Transport and Regional Services (DTRS), the first 
payment having been made on 14 March 1999. Cars are loaded and unloaded from

1 Direction No. 17 of 20 January 1999. Sections 27A and 27B of the Prices Surveillance Act are 
reproduced in Appendix B.

2 Treasurer’s press release, Appendix A.
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roll-on roll-off vessels and at separate terminals. It is expected that the levy will be 
applied for a number of years to come.

1.3 Report outline

This is the first report prepared under the monitoring program. The Commission has 
called upon a diverse range of sources to monitor the performance ot the container 
stevedores. Section 2 provides a detailed description of the methodology used in the 
collection and reporting of data. Section 3 provides a general analysis ot the structure 
of the stevedoring industry in Australia, including historical trends in freight rates and 
stevedoring rates and profiles the three stevedoring companies and their activities. 
Section 4 presents the main findings of the monitoring program and Section 5 provides 
a summary of the broad findings of the survey of customers. Some broad conclusions 
are drawn in Section 6.
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2. Methodology

2.1 Introduction

This section provides an outline of the data and methodology used in this monitoring 
report. It discusses the issues that arise in the presentation of the material and explains 
the manner in which the Commission has dealt with these issues.

2.2 Who to monitor?

The Commission’s monitoring brief is confined to container terminal operations in the 
ports of Adelaide, Brisbane, Bumie, Fremantle, Melbourne, and Sydney. Table 2.1 
shows the location and ownership of the various terminals that fall under the 
monitoring program at these ports.

Table 2.1. Location and ownership of container terminals under price monitoring
Port Company Terminal
Melbourne Patrick East Swanson

Webb Dock
P&O Ports West Swanson

Sydney Patrick Port Botany
Darling Harbour

P&O Ports CTAL
White Bay

Brisbane Patrick Fisherman Island
P&O Ports Brisbane
Sea-Land Brisbane

Fremantle Patrick Fremantle
P&O Ports Fremantle

Adelaide Sea-Land Port Adelaide
Bumie Patrick Bumie

2.3 Data collection

The Commission has been given a broad brief regarding the collection and presentation 
of data on stevedoring prices, costs and profits. Regarding the presentation of this data 
a number of issues arise.

2.3.1 Confidentiality
Details of company prices, costs and profits are of a commercially sensitive nature. In 
discussions with the Commission stevedores have expressed concerns about the public 
release of such information. Decisions as to what information to publish and the 
manner in which it is to be reported involves a trade off between fulfilling the 
monitoring brief and maintaining the confidentiality of commercially sensitive 
information.
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In order to report upon the pass-on of cost reductions from waterfront reform and to 
ascertain whether the stevedoring levy has been absorbed, the Commission has 
presented unit revenue, unit cost and unit margin data at the lowest possible level of 
aggregation, the terminal. In order to alleviate the concerns of stevedores regarding 
commercial sensitivity, data at the terminal, company and port level data has been 
presented in the form of indexes rather than dollars per Twenty Foot Equivalent Unit 
(TEU). Relative trends in prices, costs and profits can thus be identified without 
disclosing the absolute revenues and costs of individual stevedores.

2.3.2 Respondent burden
An important feature of the monitoring regime is that, so far as possible, it should not 
impose excessive burdens in cost or time on the stevedores in the extraction and/or 
presentation of information. The Commission therefore chose to seek information, 
which was readily available to the companies through their existing accounting or other 
statistical records.

The Commission requested that the information provided be disaggregated to the 
individual terminal level and by type of stevedoring activity (i.e. bulk, container etc.). 
Whilst some stevedores did keep such information disaggregated to the terminal level 
this was not universally the case. In order to accurately measure prices, costs and 
profits specifically for containerised stevedoring services at the terminal level it was 
therefore necessary in some instances to request that companies disaggregate 
information to this level where they would not normally have done so, thereby placing 
some additional burden on companies.

2.3.3 Other sources
Other bodies are involved in the monitoring of various aspects of stevedoring 
operations. These include the Department of Transport and Regional Sendees (DTRS), 
Bureau of Transport Economics (BTE) and Liner Shipping Services (LSS). The 
Commission had access to certain information made available from these sources.

2.4 How frequently is data to be collected?

The question of how often to collect data follows logically from the purpose of data 
collection and the type and extent of data to be collected. To collect data too frequently 
imposes an onerous burden on the resources of both the Commission and respondents 
whereas data collected too infrequently will not be useful in identifying trends in prices, 
costs and profits.

Monthly data collection was impractical for the purpose of price monitoring because 
prices are specified in contracts negotiated for a period of one to five years. Hence it 
could be anticipated that the flow-through of waterfront reform to prices might be 
subject to a significant time lag. Renegotiation of a number of contracts was 
undertaken during the monitoring period.
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Regular monitoring is warranted, given that waterfront reform is important to overall 
structural change in the economy. It was decided, therefore, that monitoring should 
proceed on an initial six monthly basis3 from February 1999 and continue at six 
monthly intervals.

In accordance with the Commission’s monitoring brief the results of the monitoring 
program will be reported annually within four months of the end of each financial year.

2.5 Information provided

The decision as to what information is to be collected is based on the objectives of the 
monitoring program and constraints on data collection. The Commission consulted 
widely with the stevedores themselves, the DTRS and Liner Shipping Services (LSS) 
so as to ascertain what information was currently available.

The Commission held discussions with Patrick, P&O Ports and Sea-Land so as to 
explore methodological issues pertaining to the design and implementation of its 
monitoring program. Issues canvassed in discussions included confidentiality, cost 
allocation between different stevedoring activities and the type of data required for the 
Commission to fulfil its monitoring brief.

Subsequent to discussions with the stevedores the Commission designed a pro-forma 
questionnaire. Information provided by the stevedores through responses to the 
questionnaire was of the nature of that contained in conventional financial statements, 
including revenues and costs disaggregated by source, net profits, assets and funds 
employed and returns on assets and funds. Throughput data was also provided, as was 
infonnation on employment numbers and designations. All information was 
disaggregated to the level of the individual terminal.

The DTRS and Bureau of Transport Economics (BTE) provided additional data. The 
DTRS provided data on leviable container throughput at all terminals under monitoring 
and the BTE provided various productivity indicators as published in the quarterly 
publication, Waterline, whilst LSS was able to provide information on major client 
groupings and terminal handling charges on southbound trades.

2.6 Indicators reported

Indicators employed in the Commission’s monitoring program are reported at a 
national, port, company and individual terminal level. The lower the level of 
aggregation the clearer the evidence of any pass-through of the benefits of waterfront 
reform and of any failure to absorb the stevedoring levy. However, lower levels of 
aggregation come at the cost of revealing increasingly sensitive company data. For this 
reason the Commission has chosen to employ indexes rather than $ per TEU or 
container lifted in presenting individual company, port and terminal data. The indices

3 The Commission was directed to monitor prices, cost and profits with the monitoring period 
coinciding with the implementation of the levy commencing on 1 February 1999. Therefore the 
initial monitoring period was in fact the five months to 30 June 1999.
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used are presented in Table 2.2. Relative trends in unit cost and revenue over time can 
thus be delineated without revealing the absolute costs and revenues of stevedores.

nThe use of indices to measure movements in costs, revenues and margins presents a 
problem, particularly in the early monitoring periods in that a base upon which to 
measure variations has yet to be established. For this reason the Commission used the 
period November 1998 to January 1999 as the index base so as to measure trends from 
the start of the of the implementation of the stevedore levy.4

Table 2.2. Revenue cost and profit margin indicators adopted

Cost and revenue indicators Type Purpose

National average revenue, cost 
and margin indicators (weighted 
by throughput shares)

$ per container 
lifted

Gives a picture of national trends in 
revenue, costs and margins in 
stevedoring.

Trends in port average revenue, 
cost and margin indicators 
(weighted by throughput shares)

Index Nov 98- 
Jan 99 = 100

Gives an overview of trends in 
revenue, costs and prices in 
containerised stevedoring by ports.

Trends in company average 
revenue, cost and margin 
indicators (weighted by 
throughput shares)

Index Nov 98- 
Jan 99 = 100

Gives an overview of trends in 
revenue, costs and prices in 
containerised stevedoring by 
company.

Trends in terminal unit revenue, 
unit cost and unit margin

Index Nov 98- 
Jan 99= 100

Gives an insight into trends in 
revenue, costs and prices by terminal 
and identifies disparities in 
absorption of the levy and the pass
through of cost reductions.

Proportion of major cost 
components (national average)

Percentage Show trends in cost components.

Trends in individual terminal 
unit labour and other costs

Index Nov 98- 
Jan99 = 100

Indicates degree of reduction in 
labour and other costs engendered by 
efficiency improvements.

2.7 Key issues in stevedore monitoring

2.7.1 Differences in accounting treatments across stevedores
A potential problem in measuring prices, costs and profits of container terminals across 
companies is the differences in accounting treatments employed. This is of particular 
concern with respect to capital costs. Container terminals are capital intensive 
operations and differences in the treatment of capital costs will have significant impact 
on measures of total costs and profitability.

4 The three month period November 1998 to January 1999 was chosen for the base period because 
of the availability of data. It did not cover the period of industrial strife in 1998 when trends for 
all the stevedores would have been atypical.
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Therefore, whilst information on the cost proportions of individual stevedores will be 
useful, differences in accounting treatments may render direct comparisons of cost 
proportions invalid. For this reason the monitoring approach adopted is primarily one 
of comparing the performance of each operation against itself over time.

2.7.2 Differences in stevedoring tasks across terminals
Differences in stevedoring tasks across terminals will distort any comparison of 
terminal operations. Whilst some terminals handle only containerised cargo others also 
handle bulk freight and other types of cargo. Accounting systems employed by some 
operators do not distinguish revenues, and more particularly costs incurred, in the 
movement of these different forms of cargo. Consequently, data collected needs to be 
adjusted to reflect differences in stevedoring activities The Commission’s pro-forma 
questionnaire requested that information provided be disaggregated so that only prices, 
costs and profits pertaining to containerised terminal activities were reported.

2.7.3 Time lags in the pass-through of the benefits of stevedoring reform
Another potential problem exists in the monitoring of the pass-through of any benefits 
accruing from waterfront reform is that contracts for stevedoring services are typically 
negotiated for periods of between one and five years with two years being the most 
common duration. Consequently, whilst such contracts generally contain clauses 
providing for the renegotiation of rates (typically annually), there may still be 
substantial time lags before any benefits from waterfront reform are passed on to 
shipping lines and the ultimate intended beneficiaries, Australian shippers and the 
Australian community at large.

2.7.4 Changes in the container mix

Changes in the mix of containers handled over time as well as differences in the mix of 
containers handled between terminals will also distort measures of stevedoring 
performance. Increasingly the industry is moving from twenty to forty-foot as the 
standard unit of container. Consequently the traditional standard measure of 
stevedoring performance, TEUs per hour, is becoming less and less relevant as it can 
vary markedly with changes in the mix of containers handled. For this reason, 
container movements per hour, as well as TEUs per hour, are being used as an indicator 
of stevedoring efficiency.

2.8 Survey of/visits to downstream customers of stevedores

As pail of its monitoring program the Commission has undertaken a series of visits 
to/surveys of downstream customers of stevedoring sendees including shipping lines, 
freight forwarders, peak shipper bodies and individual importers and exporters. It was 
not possible to survey widely enough to achieve a statistically significant representative 
sample of stevedoring customers. (There are some 3000 exporters and 30 000 
importers in Australia). Therefore a limited survey was undertaken in order to gain a 
general impression of end users’ perceptions of stevedoring services.
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The Commission’s sample set for its survey of shippers was designed so as to broadly 
cover the major product groupings for container terminals whilst the survey of shipping 
lines was designed to cover the major routes/conferences and larger independent lines. 
The Commission contacted individually the major lines operating into Australian ports. 
In surveying shippers, it contacted peak and secondary shipper bodies and importer and 
exporter associations so as to ascertain the perceptions of their members. A copy of the 
survey sent to shippers has been included in Appendix C.

The Commission received 60 completed surveys, a number of which were from import 
and export associations that compiled responses from a large number of their member 
companies.

The purpose of the program of visits/surveys was to gain an impression as to overall 
movements in rates, both those charged by stevedores to shipping lines and the extent 
of pass-through of any changes in rates by shipping line to shippers. The program was 
also designed to measure movements in indirect price effects, that is the quality of 
stevedoring services. If stevedoring rates have not changed and there has been an 
increase in the quality of stevedoring services provided, then the effect might be 
comparable to a price reduction.

Care needs to be taken in interpreting results as the survey represents an opportunity for 
users to pass on critical comments on aspects of stevedoring operations. Realistically, 
users are unlikely to say that prices are too low or that service levels are optimal. 
However, in accepting that there may be this type of bias, it should be noted that 
respondents were prepared to note improvements in the performance of stevedoring 
companies, suggesting that users were prepared to give credit where they believed it 
was due. This issue is taken up and discussed in further detail in the following chapter.

2.9 Pass-through of container terminal prices and costs to end users

The intended beneficiaries of reforms in the stevedoring industry are the end users of 
waterfront services, and ultimately the Australian community at large. However the 
direct beneficiaries of any reductions in the cost of stevedoring services will be the 
stevedores themselves in the first instance and, assuming reductions in costs are passed 
on through reductions in service charges, the shipping lines. Similarly, any 
improvement in the quality of stevedoring services provided will initially flow through 
to the shipping lines. Therefore an important element in monitoring the benefits of 
waterfront refonn is establishing the extent to which any reductions in costs or 
improvements in the quality of service are passed through to shippers themselves. 
Establishing the extent to which stevedores have passed on to shipping lines the 
benefits of any reduction in the cost of providing services can be done through analysis 
of financial infonnation provided by the stevedores themselves. Similarly 
improvements in the quality of service provided to shipping lines will be apparent 
through the various performance indicators of stevedoring operations. What is not so 
readily identifiable is the extent to which shipping lines may capture the benefits of 
waterfront reform rather than pass them on to the ultimate intended beneficiaries, the 
end users of waterfront services. This issue is taken up and discussed in further detail 
in 3.4.4 of the following section.
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3. Container stevedoring in Australia

3.1 Description of stevedoring and stevedoring services

Stevedoring is a crucial part of the transport chain of services and involves the loading 
and unloading of cargoes from ships in ports, the provision of storage and the further 
processing of cargoes for shipment to importers through depots. In Australia 
stevedoring services are performed under contract with shipping lines, there being no 
contractual link between stevedores and importers and exporters.

Three quarters of the value of Australia’s imports and exports, and nearly one third of 
the domestic transport task (measured in net tonne kilometres) is carried by sea.' In 
1998, approximately 52 million tonnes were shipped between Australian ports by 
domestic carriers and approximately 480 million tonnes were shipped internationally 
through Australian ports. The Bureau of Industry Economics estimated that in 1993-94 
the waterfront industry contributed $1.2 billion or 0.3 per cent of GDP and employed 
approximately 20 000 people/' The significance of the waterfront as a facilitator of 
trade is reflected not just in its impact on direct costs but also in its level of reliability.5 6 7

Stevedoring services can be divided into three distinct segments, containers, 
conventional and bulk cargoes. Container stevedoring, the subject of this report, makes 
up an important part of Australia’s total stevedoring activity. Figures 3.1, 3.2, 3.3 and
3.4 show the relative quantities of different types of commodities within Australian 
exports and imports on a value and volume basis. As Australia’s import trade is 
focused on manufactures, whereas export trade has a primary commodity focus, the 
proportion of containers in import trade is significantly higher than for the export trade. 
Nonetheless, a sizeable proportion of export trade is in container traffic.

5 Productivity Commission 1998, International Benchmarking of the Australian Waterfront, 
Melbourne.

6 Bureau of Industry Economics 1995, Waterfront 1995, International Benchmarking, Report No 
95-16 p. 9.

7 ibid.
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Figure 3.1. International sea cargo, major categories by value (exports) % 1998

Source: ABS International Cargo Statistics: unpublished data

Figure 3.2. International sea cargo, major categories by value (imports) % 1998

Vehicle carrier

Container
63%

Source: ABS International Cargo Statistics: unpublished data.
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Figure 3.3. International sea cargo, major categories by volume (exports) % 1998
General

1%

Source: ABS International Cargo Statistics: unpublished data.

Figure 3.4. International sea cargo, major categories by volume (imports) % 1998

Source: ABS International Cargo Statistics: unpublished data.
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3.2 Stevedoring — bulk and conventional

General or conventional stevedoring involves the unloading of non-containerised and 
non-bulk (i.e. break bulk) cargoes to/from ships onto berths. Cargoes such as cars, 
cartoned meat, fabricated metal products and timber are examples of break bulk cargo. 
The latter category accounts for approximately 30 per cent of the non-bulk trade and is 
diminishing. General stevedoring is more labour intensive than container terminal 
stevedoring and consequently the capital barriers to entry are lower. The major costs 
are berth hiring charges and capital costs of cranes and transport equipment. The two 
companies that dominate container traffic also dominate conventional stevedoring.

A small proportion of conventional stevedoring services is carried out in-house for 
shipping company owned vessels at the smaller ports. For example Brambles, which 
ships goods between Tasmania and the mainland, has in house stevedoring services in 
the Tasmanian ports. Also the Port Waratah Stevedoring Company, a wholly owned 
subsidiary of BHP Transport, performs stevedoring services for that company. These 
functions are usually carried out at berths that are leased from the port authorities.

Bulk stevedoring is the loading or discharging of bulk products such as coal or grain to 
and from ships. Bulk handling is highly mechanised and requires little labour. The 
facilities, however, often including the wharves themselves, are usually owned by the 
shipper or the port authority. Most of the tasks that are performed by stevedores are 
ship-based and labour intensive while the opposite is true of the actual loading and 
unloading of bulk cargoes. Most bulk shipments are from regional ports, which are 
close to the supply source.

In the past bulk and conventional stevedoring activity has been monitored. This is not 
the case in the present program because the levy being paid to finance redundancies is 
being imposed primarily on container traffic and not on bulk and conventional traffic 
(with the exception of cars).

3.3 Stevedoring — containers

Container trade represents just over half the value of all cargo passing through 
Australian ports. Containerised cargo represents approximately 70 per cent of all the 
non-bulk trade and a large proportion of this trade is loaded/unloaded at container 
terminals. These facilities are highly capital intensive in contrast to general 
stevedoring, which is labour intensive. In spite of this the labour costs component of a 
representative container terminal’s operations is still quite significant.

Container handling in Australian ports is concentrated around the mainland capital city 
ports, with terminals in these ports accounting for three-quarters of this work. In terms 
of container traffic Melbourne and Sydney are by far the most important ports in 
Australia. Table 3.1 shows the 1995-96 throughput of fully laden export and import 
TEUs for a selection of Australian ports.
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Table 3.1. Australian container terminal operations by port, 1995-96.
Port Port throughput Proportion handled by container terminals

‘000 TEUs %
Melbourne 923 73
Sydney 699 84
Brisbane 249 78
Fremantle 203 95
Adelaide 69 96
Regional Ports 261 na
Total 2404 71

Source: Productivity Commission 1998, Work Arrangements in Container Stevedoring.

Trade through Australia’s major container ports has been steadily increasing over the 
past couple of decades. Demand for container stevedoring services is a derived 
demand, dependent on the state of demand for Australian imports and exports. Figure
3.5 shows trends in the state of demand for containerised trade in major Australian 
ports over recent years.

Figure 3.5. TEU exchanges through the designated ports 1990-91 to 1997-98 
(000 TEUs)

Source: Bureau of Transport Economics, Waterline. Bumie Port Corporation.
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3.4 Structure of the stevedoring industry

3.4.1 Industrial structure of the Australian container stevedoring industry
The container stevedoring industry is oligopolistic, with only three companies 
operating container stevedoring services in the six designated ports.k

Nearly all container handling services at the mainland capital city ports are supplied by 
one of two operators — P&O Ports and Patrick the Australian Stevedores. A single 
stevedore operates in Adelaide and three stevedores operate in Brisbane. Table 3.2 
outlines the ownership structure of the various industry participants at each of the major 
ports.

Table 3.2. Industry concentration and ownership 1999

Port Operator (owner)
Sydney Container Terminals (Australia) Limited

(P&O Australia 50%, Portcar Pty Ltd 30%, Mitsui OSK 10%, NYK 10%)
Patrick Stevedoring
(Patrick 100%)

Melbourne P&O Ports
(P&O Australia 100%)
Patrick Stevedoring
(Patrick 100%)

Brisbane Patrick Stevedoring 
(Patrick 100%)
P&O Ports
(P&O Australia 100%)
Sea-Land (Australia) Terminals
(Sea-Land Services (USA) 87%, ANZ Nominees 12% Richard Grassi 1%)

Adelaide Sea-Land (Australia) Terminals
(SeaLand Services (USA) 87%, ANZ Nominees 12%, Richard Grassi 1%)

Fremantle P&O Ports
(P&O Australia 100%)
Patrick Stevedoring
(Patrick 100%)

Source: Australian Securities Commission

3.4.2 Stevedoring company profiles
The company now known as Patrick was created from several company mergers in the 
stevedoring industry during the early 1990s. In 1990 a merger took place between the 
stevedoring operations of FG Strang Pty Ltd and the conventional stevedoring of James 
Patrick & Company Limited to form Strang Patrick Stevedoring. In 1991 the tenninal 
operations of the Australian National Line and James Patrick and Company Pty Ltd 
were amalgamated into National Terminals (Australia) Ltd. (At that time the terminal

8
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not subject to the stevedoring levy.



operations of Union Shipping Australia were acquired by NTAL). In July 1992 
Australian Stevedores was formed by the merger of National Terminals/Brisbane 
Gateway Terminals Limited and Strang Patrick Stevedoring. The company name was 
changed to Patrick the Australian Stevedore in February 1995. The firm has no links to 
any shipping company, and is today owned by the Lang Corporation. Patrick has 
operations in 18 ports around Australia including container terminals in Sydney, 
Melbourne, Brisbane, Fremantle, and Bumie.

P&O Ports is a subsidiary of the London based shipping company P&O. P&O Ports 
operates a number of general and bulk operations around the country as well as 
container terminals in Fremantle, Melbourne, Sydney and Brisbane. P&O Ports in 
recent years has expanded overseas and now operates stevedoring operations in 
countries including the United Kingdom, New Zealand, Russia, China, Thailand and 
Argentina.

Sea-Land (Australia) Terminals Ltd is a subsidiary of Sea-Land Services Inc, a United 
States shipping line which in turn is owned by the CSX Corporation, the largest private 
railway company in the United States. In January 1993, Sea-Land (Australia) 
Terminals Ltd first entered the Australian stevedoring market by acquiring the Port 
Adelaide tenninal from Trans-Ocean terminals. In late 1998, the company expanded 
into the Brisbane market by establishing a terminal at Fisherman Islands. Sea-Land 
currently operates 25 container terminals around the world, in locations including Hong 
Kong, China, Japan, Spain, Netherlands and the United States. In July 1999, it was 
announced that CSX is selling Sea-Land Inc to the Danish shipbuilding firm A P 
Moller, the parent company of Sea-Land’s shipping alliance partner Maersk. However, 
the worldwide container terminal interests of Sea-Land, including the Australian 
terminals will remain in the hands of CSX Corporation.9

3.4.3 Barriers to entry

As well as being highly concentrated, the structure of the Australian container 
stevedoring market is characterised by high barriers to entry due to thin trades on 
Australian trading routes, high sunk costs, existence of economies of scale and long 
term leases with port authorities.

The liner trades serving Australian trades are relatively thin, with low average and 
variable cargo throughput for the Australian terminals compared to those on major 
trading routes. Thinness in trades restricts competition amongst stevedores, facilitates 
union power and contributes to logistical problems.10 11

The existence of economies of scale means that the industry can be potentially more 
efficiently operated by a small number of large operators. The Industry Commission in 
1993 obtained a variety of estimates of economies of scale for container terminal 
operations. The minimum efficient scale for a terminal was then estimated to be 
between 200 000 and 250 000 TEUs." Container terminals require significant

9 ‘Maersk Line in $800m Sea-Land deal’, Daily Commercial News, 26 July 1999 p. 1.
10 Productivity Commission 1998. op cit pp 20-21.
11 Industry Commission 1993, Port Authority Services and Activities. Report No 31 p. 84.
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investment in specialised equipment such as quay cranes, gantry cranes, straddle 
carriers, and refrigerated storage, as well as in providing adequate channels, wharves 
and reinforced aprons. Cost estimates for a quay crane and a straddle carrier are 
$10 million and between $1 million and $2 million respectively.12 Although quay 
cranes, gantry cranes and straddle carriers may be transferable to other port operations, 
wharves, aprons and channels are immobile and have limited alternative uses. In recent 
years the Australian stevedores have incurred significant sunk costs by investing large 
sums in ungrading their facilities.1'

The length of stevedoring wharf leases combined with the scarcity of well situated 
harbour land in many ports may also constitute a barrier to entry to container 
stevedoring markets. The Trade Practices Commission (1992) found that long leases 
over assets on scarce waterfront land entrench market power by reducing contestability 
and may impede competition. On the other hand a long lease allows the lessee to 
amortise its investment over the lease period, minimising its risk of financial loss from 
failure to recoup fixed costs.14

While barriers to entry are high, there has been some successful entry to container 
stevedoring markets in recent years. In January 1993, Sea-Land (Australia) Terminals 
entered the Adelaide stevedoring market and in late 1998, its new Brisbane terminal 
began operations. However, in 1997 Orient Overseas Container Line (OOCL) failed in 
its bid to establish a third stevedoring operation in the Port of Melbourne and it is 
currently pursuing setting up a terminal operation in Port Botany. Currently, three 
groups are expressing interest in establishing a third terminal operation in the Port of 
Melbourne.15

12 Productivity Commission 1998, Work Arrangements in Container Stevedoring, p. 140.
13 In September 1995, Patrick Stevedores announced a major upgrade and consolidation of the East 

Swanson Dock terminal at a projected cost of SI 50 million. The project involved a major redesign 
of the terminal layout, a replacement of a three operator facility by a single operator facility, 
extensive rebuilding of pavements, relocation of the rail siding and construction of a new 
centralised workshop and administration complex. Furthermore, there was substantial investment 
in new mobile equipment such as straddle carriers and fork lifts ‘SI50 million, The Price Patrick 
will Pay to make East Swanson No 1 ’, Daily Commercial News, 13 September 1995 (Wed Extra). 
In December 1996, Patrick revealed a $100 million refurbishment of its Port Botany terminal. 
This project increased the Port Botany capacity from 330 000 TEU in 1996 to 550 000 TEU in 
1998 and is projected to increase its capacity to 800 000 TEU by 2003. ‘Patrick in $100 Million 
Botany Program’, Daily Commercial News 28, November 1996 p. 1, ‘Botany to join big league’, 
Daily Commercial News, 3 December 1996 p 3. In September 1995 Conaust (P&O Ports) 
announced the installation of two new cranes at their CTAL facility in Sydney to bring the total of 
cranes at this facility to six with an annual capacity of 600 000 TEU. ‘CTAL takes Delivery of 
New $10 Million Cranes’, Daily Commercial News, 19 September 1995. Conaust unveiled a $20 
million berth consolidation project for their Fremantle terminal in August 1996. P&O Ports also 
invested at West Swanson Dock almost $100 million during the five years to 1998. 'P&O Ports 
Commissions Crane’, Daily Commercial News, 13 July 1998 p. 1.

14 Trade Practices Commission 1992, Port Leasing Policies: A Way to Competition and Efficiency on 
the Waterfront, p. 60.

15 These are Maersk/Sea-Land, Strang/SSA/ICTSI, Leighton Contractors and NAB, and OOCL. Loc 
cit
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3.4.4 Competition
Although there is a duopoly of supply in each major port, with the exception of 
Brisbane, Adelaide and Bumie, price competition between the stevedores at contract 
renewal time can be intense. In late 1996, there was a major realignment of 
conferences and single lines between the stevedores, representing about 75 per cent of 
volumes, and a stevedoring rate war followed. Stevedoring contracts vary in length 
between one and five years, but two-year contracts are common. Non-price 
competition may also be a factor in a conference’s decision to switch allegiances 
between stevedores. The availability and suitability of berthing windows for shipping 
schedules has been cited by lines as reasons for lines changing stevedores.16

Given the large distances between Australia’s major ports there is reduced scope for 
inter-port competition. However, Sea-Land in Adelaide competes with the stevedores 
in the Port of Melbourne. Patrick’s dedicated rail service provides landbridging 
services up to five days a week, with a weekly capacity of up to 500 TEUs in each 
direction between Melbourne and Adelaide.17 About a third of all South Australian 
container traffic goes through the Port of Melbourne.18 There is also limited 
competition between stevedores in Brisbane and Sydney through the provision of 
landbridging services.

The existence of barriers to entry and subsequent degree of competition in the 
stevedoring industry will determine to what degree rate reductions will flow on from 
the present round of waterfront reform. The Commission in its monitoring report will 
pay particular attention to the degree to which cost reductions result in changes in 
stevedoring rates or levels of profitability.

The present monitoring program being conducted by the Commission has not been 
directed at terminal handling charges but nonetheless the incidence of the pass-through 
of cost reductions to final stevedoring service users might be an important issue. In 
past monitoring programs special attention has been paid to whether reductions in 
charges by stevedores to shipping lines have been passed onto the final consumers of 
stevedoring services. (For a description of the pass through evidence from the 
monitoring of the Price Surveillance Authority see Appendix D). The survey of 
shippers in particular asks for information on the degree to which they feel that 
stevedoring charges have declined.

One factor that might encourage stevedoring cost reductions to be passed on from 
shipping lines to shippers is intensified competition in international shipping. In 
markets worldwide there has been excess capacity in liner shipping. This over capacity 
has been created by the introduction of larger sized ships to most trades. In line with 
global trends there has been a move toward larger vessels in some Australian trades, 
primarily, though not exclusively, as a result of the cascading of vessels formerly 
employed in mainline Northern Hemisphere trade.

16 ‘Patrick terminals set for Triple A Booster’, Lloyd’s (Australian) List Weekly, 21 September 1998 
p. 1. ‘Anscon service set to quit Adelaide’, Daily Commercial News, 28 April 1999 p. 1.

17 ‘Patrick renews Adelaide Rail Deal’, Daily Commercial News, 9 July 1999 p. 1.
18 Productivity Commission 1998, op cit p. 140.
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The fall in freight rates has also coincided with a decline in the importance of 
conferences in Australian trade. The conference share of liner export tonnage has fallen 
from 64 per cent in 1989-90 to 45 per cent in 1997-98. The conference share in liner 
shipping tonnage has also fallen for imports from 64 per cent in 1989-90 to 54 per cent 
in 1997-98.19

Table 3.3 shows the degree to which freight rates have declined over the past 10 years. 
Intensified price competition should make it more difficult for shipping lines to retain 
for themselves stevedoring price reductions.

Table 3.3. Index of $A freight rates in selected Australian northbound and
southbound trades, 1989--1998

Northbound Southbound
Europe SE Asia Japan/Korea Europe SE Asia Japan/Kore

a
1989 100.0 100.0 100.0 100.0 100.0 100.0
1990 91.0 107.2 94.9 97.2 101.9 91.0
1991 80.9 102.6 97.3 88.9 89.3 78.0
1992 79.8 101.0 91.2 77.0 72.8 73.0
1993 82.0 112.2 91.5 75.0 64.1 68.0
1994 76.4 103.1 98.7 78.7 53.4 62.0
1995 74.3 100.7 102.7 81.4 53.4 69.3
1996 78.8 97.9 93.3 82.3 52.2 63.8
1997 74.0 76.2 89.9 81.4 40.2 59.0
1998 70.7 53.7 78.7 72.6 26.8 58.0

Source: Productivity Commission 1999, International Liner Cargo Shipping: a Review
of Part X of the Trade Practices Act 1974, D.20.

3.5 Productivity in container stevedoring

Over the past 15 years there has been a steady improvement in the services provided by 
Australian container stevedore terminals. This improvement has been in terms of a fall 
in real stevedoring charges, improved labour and capital productivity. Despite this 
decline in real stevedoring charges, the Productivity Commission in its study of the 
Australian waterfront found that container stevedoring charges were still significantly 
higher at Australian container terminals than at many overseas terminals.20 This could 
be partially attributed to the scale diseconomies faced by Australian terminals. The 
Productivity Commission argued that there was still scope for substantial improvements 
in Australian container stevedoring operations.

19 Productivity Commission 1999, International Liner Cargo Shipping: A Review of Part X of the Trade 
Practices Act 1974, pp. C3, C4.

20 Productivity Commission 1998, op. cit.
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Figure 3.6. Stevedoring productivity, five port average, 1989-99. TEUs/hour

Source: BTCE, Waterline. Five major mainland ports — Melbourne, Sydney, Brisbane, 
Fremantle and Adelaide. Crane rate is the productivity per crane while the ship is 
worked; the elapsed rate is the productivity per ship based on the time labour is aboard 
the ship and the net rate is the productivity per ship while the ship is worked.

Figure 3.7. Stevedoring productivity, five port average, 1989-99, Containers/hour

Source: BTCE, Waterline. Five major mainland ports — Melbourne, Sydney, 
Brisbane, Fremantle and Adelaide.
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The average level of capital productivity in the major container terminals, measured in 
TEUs, improved significantly between 1989 and 1999 (Figure 3.6).31 The conventional 
manner in which capital productivity is measured in the container stevedoring industry 
is through the calculation of crane rates. Crane rates measure productivity on an 
individual crane basis, that is, the average number of lifts or TEUs moved over a period 
(generally per hour) per crane. Much of this improvement occurred during the reform 
process (1989-92) under WIRA, when new workplace arrangements and conditions 
were introduced.21 22 23 The Productivity Commission found that labour productivity, 
measured in box lifts per employee at Australian container terminals, wras significantly 
increased when enterprise agreements were implemented. Notwithstanding these 
improvements the crane rates presently achieved in Australian terminals are generally 
below those of overseas terminals.23 Moreover, the data relating to the timeliness and 
reliability of stevedoring services collected by the Productivity Commission, although 
limited, indicated a relatively poor performance at key Australian ports.

However, despite these unfavourable international comparisons it should be noted that 
crane rates in the quarters March and June 1999 (covered by the monitoring period) 
continued to rise and in the June quarter were at their highest levels ever (crane rate 
20.3; in containers per TEU, Table 3.7). The BTE attributes this recent increase in 
productivity to the improvements in productivity at Patrick terminals since the new 
enterprise agreements were signed off in September 1998.

21 Crane performance indicators have been collected by various government agencies since 1989. 
Quarterly crane performance indicators were collected by the Waterfront Industry Reform 
Authority (WIRA) between June 1989 and September 1992. Quarterly monitoring was resumed 
by the Bureau of Transport and Communications Economics (now Bureau of Transport 
Economics) in September 1993.

22 ibid.
23 ibid, p. 129.
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4. Market information

4.1 Introduction

This section presents the results of the monitoring of stevedore company information. 
The approach used is to present average revenue, cost and profit data on a national basis 
and then present it for each individual company and each individual container terminal. 
In the case of the individual companies and terminals, data is presented in the form of 
index numbers rather than as raw data in order to protect the commercial in 
confidences.

4.2 National container terminal aggregates

4.2.1. Data

The Commission collects data on throughput, revenue, costs and profits of the 
Australian container terminals in Adelaide, Brisbane, Burnie, Melbourne, Perth and 
Sydney. These have been aggregated to obtain national weighted average revenue and 
cost figures for container stevedoring terminal operations.

The data on revenue and prices provided to the Commission has been submitted in two 
forms, total revenue and costs of the container terminals monitored. (These terminals 
are listed in Table 3.1, Section 3) and specific container terminal revenue and expenses. 
The bulk of the revenue generated by the container terminals comes from container 
services but each terminal conducts some break-bulk work. The previous monitoring 
work conducted by the Prices Surveillance Authority used the total revenue and costs 
data of container terminals (including break bulk revenue costs) to derive national 
average revenue and cost indicators. The PSA indicators were derived from a sample 
of container terminals in Sydney, Fremantle and Melbourne. Some of the results of the 
PSA monitoring program are reproduced in Table 4.1, along with data from the earlier 
PSA Inquiry into Charges by the Stevedoring and Container Depot Industries (1990). 
National average revenue and cost figures are also presented in Table 4.1 for the 
periods November 1998-January 1999 and February-June 1999, derived from the total 
revenue and expenses of the major container terminals in Australia. These figures have 
therefore been derived in a similar fashion to those in the PSA reports. However, the 
sample used includes additional terminals in Brisbane, Burnie and Adelaide as well as 
Sydney, Melbourne and Brisbane.24

24 These terminals include East Swanson, West Swanson, Port Botany CTAL Sydney, Fisherman 
Island, P&O Ports Brisbane, Adelaide, Burnie and the P&O Ports and Patrick container terminals 
in Fremantle. Darling Harbour and Webb Dock were not included in this aggregate because both 
have significant proportions of their revenue from non-container cargoes.
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4.2.2. Long-term trends
It is possible to make some general conclusions about the long-term trend in 
stevedoring costs in Australia from the figures presented in Table 4.1. First, both 
national average revenue and costs have tended to decline since 1990, a trend that 
appears to have continued during the period 1996 to 1998 when container stevedoring 
costs and revenue were not monitored. Going by the figures estimated by the Bureau of 
Transport and Communications Economics (BTCE) for the first half of 1997 most of 
this reduction would seem to have occurred in 1996 and 1997. In constant dollar terms 
this reduction in container stevedoring average costs and revenue is even more 
pronounced (Figures 4.1 and 4.2).

Table 4.1. Average stevedoring revenue and average stevedoring costs, 1985 to 
1999.

Average revenue 
$/TEU

Average costs 
S/TEU

Average margin 
S/TEU

1985 238 219 19
1986 247 239 8
1987 244 218 26
1988 244 227 17
1989 247 241 6
1990 254 262 -8
1991 244 243 1
1992 195 196 -1
1993 195 190 5
1994 201 188 13
1995 206 191 15

Jan-Jun 1997 188 na na
Nov-Jan 1999 184 155 29
Feb-Jun 1999 181 161 20

Source: Australian Competition and Consumer Commission 1996, Monitoring of
Stevedoring Costs and Charges and Terminal Handling Charges 1995. Figures lor 
1996, 1997 are an estimate derived by the BTCE, Waterline. Figures for 1998-1999 
were supplied by the stevedoring companies as part of the monitoring program.
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Figure 4.1. National weighted-average revenue and costs per TEU, 1985 to 1999

Source: Same as Table 4:1.

Figure 4.2. Constant price average revenue and costs per TEU, 1996-97S

Source: Table 4.1 and the Reserve Bank Bulletin.

Second, in the present period of monitoring there has been a tendency for average 
revenue per TEU to remain stable at the national level, or even decline slightly. The 
average S/TEU revenue of monitored container terminals fell from $183.55 in the three 
month period November 1998 to January 1999 to $181.14 in the monitored period 
February 1999 to June 1999. At the same time the average costs of the container 
terminals rose sharply from $154.98 to $160.54.

The rise in average costs and fall in average revenue means that profits (as indicated by 
the margin between the two) has been reduced (from $/TEU 29 to $/TEU 20). Despite 
this reduction the average margin was higher during the monitoring period than most of
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the years 1985 to 1995.2" Nevertheless, from the information that the Commission has 
been able to acquire, current stevedore profitability is not high by Australia-wide 
standards, although in the case of Patrick it is likely that profitability has fluctuated 
widely in the past few years. Table 4.2 gives the rate of return Earnings before Interest 
and Tax (EBIT/total assets; adjusted to a yearly average rate) for the Australian 
container stevedores during the monitoring period. Table 4.2 also presents data on rates 
of return for a sample of Australian transport companies and overseas authorities that 
conduct stevedoring operations.

Table 4.2. Rates of return for selected companies, earnings before interest and
tax/total assets

%~
Australian container terminals Nov-Jan 99 12.17
Australian container terminals Feb-Jun 99 8.96

Sea-Land (Australia) Terminals Pty Ltd 1997 16.16
P&O Ports 1997-98 * 12.22
Lang Corporation 1997-98 -12.46
Lang Corporation 1996-97 2.41
Brambles Industries Ltd 1997-98 12.04
Finmore Holdings Ltd 8.84
Toll Holdings 1997-98 6.03

PSA Corporation 1997-98 14.81

Port Otago Ltd 1997-98 9.92
Lyttelton Port Co Ltd 1997-98 26.56
Ports of Auckland Ltd 1997-98 18.71
Port Wellington Ltd 11.78

Source: Data supplied by stevedoring companies. Annual reports, 
Australian Stock Exchange.

4.2.3. Cost components
The rise in average costs per TEU can be largely attributed to the imposition in the 
monitored period of the levy of $12 per container as well as a rise in property costs.25 26 
Table 4.3 presents a national average cost breakdown for the container terminals in the 
three month period preceding the monitoring program and the monitoring period itself 
(February 1999 to June 1999). From Table 4.2 it can be seen that both labour and 
equipment costs declined in importance during the first half of 1999. On the other

25 It should be borne in mind that the period monitored is a relatively short one (five months) and 
future monitoring will determine if the level of profits achieved in 1999 is a long term trend or a 
temporary phenomenon.

26 The throughput of the terminals was 601 212 TEUs in the period November to January 1999 and 
1 008 448 TEUs in the period February to June 1999. This represents a similar level of throughput 
on an annual average basis (200 404 compared to 201 690). For this reason it is not possible to 
attribute that changes in average unit costs to a change in throughput and levels of capacity 
utilisation.
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hand, property costs and the imposition of the industry levy are the major components 
that have increased the total level of costs per TEU. In the monitored period the 
industry levy constituted 5.3 per cent of total costs and property costs rose from 6.6 per 
cent to 10.5 per cent. Property costs are mainly made up of rates, rents and taxes and 
some of the terminals in Melbourne have seen these costs increase in terms of S/TEU.

Table 4.3. Cost components as a proportion of total terminal costs %.

Nov 1998 to Jan 1999 Feb 1999 to June 1999
Labour 59.0 54.6
Equipment 20.2 17.6
Property 6.6 10.5
Industry levy 0 5.3
Other 14.3 12.1
Total costs 100.0 100.0

Source: Data supplied by stevedoring companies. Other costs include port management 
costs and other overhead costs. Terminals include East Swanson, West Swanson, Port 
Botany CTAL Sydney, Fisherman Island, P&O Ports Brisbane, Adelaide, Bumie and 
the P&O Ports and Patrick container terminals in Fremantle.

4.3 National container-specific revenue, costs and profits

As well as the data on total revenue, costs and profits of the container terminals 
(including break-bulk activity carried out at each terminal) data was also supplied to the 
Commission on the basis of specific container activity in the container terminals. 
National aggregates based on this data provide a better indicator of the actual price of 
container stevedoring faced by consumers. As break-bulk activity, revenue and costs, 
are not included in this data a broader sample of container terminals can be included 
without the distortions created by terminals like Darling Harbour and Webb Dock at 
which a large proportion of work is in break-bulk activity. National aggregates of 
average container specific revenue, average costs and average profit margins are 
provided in Table 4.4. The data contained in Table 4.4 covers all container terminals in 
Melbourne (including Webb Dock), Sydney (including Darling Harbour but excluding 
White Bay), Adelaide, Brisbane (excluding Sea-Lands terminal), Fremantle, and 
Bumie. The results for container-specific activity presented in Table 4.4 differ little 
from the data on total terminal revenue, costs and profits presented in Table 4.1. Table
4.4 shows that average revenue per TEU declined in the monitored period compared to 
the previous three-month period and average costs rose and profit margins were 
squeezed.

Table 4.4. National stevedoring aggregates for container specific revenue, costs 
and profit margins.

Nov-98-Jan 99
S/TEU

Feb 99-Jun 99
S/TEU

Revenue 182.68 180.50
Costs 155.33 162.15
Profit margin 27.35 18.35

Source: Data supplied by stevedoring companies.
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From the data presented in Tables 4.1, 4.3 and 4.4 there is little evidence of reduced 
charges. However, the stevedoring companies do not appear to be passing on the cost 
of the levy to consumers in the form of increased prices. Instead the imposition of the 
levy and increases in other costs appear to be squeezing the profit margins of the 
container terminals. During the monitoring period only Patrick has been able to take 
advantage of the process of industry restructuring. P&O Ports did not finalise all of its 
new Enterprise Bargaining Agreements (EBA) until August 1999. P&O Ports and Sea- 
Land were therefore paying the levy but had little compensation in the form of reduced 
labour costs.

Finally it is possible to use the container specific data to construct indices of average 
revenue, average costs and average profit margin for each of the monitored ports. 
These indices are presented in Table 4.5. From Table 4.5 it can be seen that there has 
not been a uniform reduction in average revenue across all ports. Melbourne and 
Adelaide in particular have seen slight increases in average revenue.

Table 4.5. Port specific indices of average revenue, costs and earning of container- 
specific activity.

Brisbane Sydney
Jan 99 Jun 99 Jan 99 Jun 99

Revenue/TEU 100 97.7 100 99.1
Costs/TEU 100 103.4 100 98.5
Profit margin/TEU 100 52.6 100 108.6

Melbourne Adelaide
Jan 99 Jun 99 Jan 99 Jun 99

Revenue/TEU 100 102.1 100 103.5
Costs/TEU 100 107.7 100 109.1
Profit margin/TEU 100 71.9 100 35.5

Fremantle Bumie
Jan 99 Jun 99 Jan 99 Jun 99

Revenue/TEU 100 96.2 100 97.6
Costs/TEU 100 108.4 100 98.5
Profit margin/TEU 100 -134.2 100 93.4

4.4 Patrick the Australian Stevedore

4.4.1 Description of data
This and the following two sections compare trends in container stevedoring operating 
results for the three container terminal companies on an individual terminal basis for 
the three months November 1998 to January 1999 to that of February 1999 to June 
1999. Container revenue per TEU, costs per TEU and container stevedoring profit 
margins are set as individual indexes for the terminals, using the period November 
1998 to January 1999 as a base period. Company wide aggregates are also derived. 
The costs and revenues for the terminals relate only to container activity and exclude
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that for breakbulk or Ro Ro operations that may be conducted within the precincts of 
each container terminal.

4.4.2 Patrick restructuring period
Between September and October 1998 a major restructuring of Patrick’s operations 
took effect with the reduction of its permanent workforce from 1315 to 689, (80-100 
additional jobs became available under contract arrangements with companies 
tendering to provide maintenance, cleaning and security services). The cost base 
examined by the Commission in the monitoring period is therefore the cost base that is 
the result of this major restructuring activity.

4.4.3 Patrick revenue, costs and profits
The Patrick terminals examined in this section are predominantly container terminals, 
with the exception of Webb Dock in Melbourne and Darling Harbour in Sydney. These 
two terminals do, however, have a significant container throughput.

As shown in Table 4.6, for the seven Patrick container terminals as a whole, unit 
revenue fell by 2.1 per cent, while unit costs increased slightly by 2.9 per cent. This 
resulted in a fall in the container stevedoring contribution to profit margins of 20.6 per 
cent.27

Unit revenue fell for operations in five terminals, remained about the same for Brisbane 
and rose by 2.8 per cent for Darling Harbour. The unit revenue declines for most 
terminals were between 1.3 and 2.6 per cent, with the exception of Webb Dock where 
average revenue fell by 7.2 per cent. There were no price increases for shipping lines 
visiting Darling Harbour or Patrick Fisherman Islands terminal in Brisbane. The slight 
unit revenue rises were due to changes in cargo mix.

Unit costs attributable to container activity rose for all Patrick terminals, with the 
exception of Port Botany and Bumie, where there were decreases in average costs of
1.7 per cent and 1.5 per cent respectively, whereas unit costs for Fisherman Islands’ 
terminal remained stable. However, there was some significant variation in the 
recorded unit cost increases for individual Patrick terminals in the monitoring period. 
Fremantle terminal, Darling Harbour in Sydney and East Swanson in Melbourne 
experienced unit cost increases of greater than 6 per cent, with that for Fremantle at
10.5 per cent.

27 Patrick's monthly annual throughput rose by 9.7 per cent between the base and monitoring 
periods.
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Table 4.6. Patrick index of container revenue, costs and profit (Nov 98 - Jan 99 = 
100, Jan 99 = Nov 98 - Jan 99, Jun 99 = Feb 99 to Jun 99).

Brisbane Port Botany Darling Harbour
Jan 99 Jun 99 Jan 99 Jun 99 Jan 99 Jun 99

Revenue (per TEU) 100 100.8 100 97.5 100 102.8
Costs (per TEU) 100 100.4 100 98.3 100 107.2
Profit margin (per TEU) 100 102.7 100 93.2 100 67.1
Net profit per TEU 100 113 100 113.5 100 104.1

East Swanson Webb Dock Fremantle
Jan 99 Jun 99 Jan 99 Jun 99 Jan 99 Jun 99

Revenue (per TEU) 100 97.4 100 92.8 100 98.7
Costs (per TEU) 100 106.1 100 103.6 100 110.5
Profit margin (per TEU) 100 76.7 100 23.7 100 61.3
Net profit (per TEU) 100 78.7 100 -153 100 51.8

Burnie National
Jan 99 Jun 99 Jan 99 Jun 99

Revenue (per TEU) 100 97.6 100 97.9
Costs (per TEU) 100 98.5 100 102.9
Profit margin (per TEU) 100 93.4 100 79.4
Net profit (per TEU) 100 99.2 100 87.3

4.4.3 Changes in costs
Table 4.7 indicates that the major contributors to increases during the monitoring period 
at Darling Harbour, Webb Dock and Fremantle were rising average labour costs2" and 
other costs primarily due to the introduction of the stevedoring levy. Both Darling 
Harbour and Webb Dock experienced strong growth in monthly average throughput so 
that the rise in average costs can not be attributed to a fall in capacity utilisation. 
However, Fremantle’s monthly average throughput fell by 6.6 per cent so that some of 
the rise in average costs may be attributed to this cause. For East Swanson, seasonally 
adjusted labour cost increases were marginally higher than those for seasonally adjusted 
container throughput. Darling Harbour has a significant amount of break-bulk activity 
(about 40 to 50 per cent of costs). Consequently, it is difficult to conclusively state 
whether the significant increase in labour cost recorded at the terminal is due to an 
increase in container volumes, or an increase in break-bulk. For all Patrick terminals 
maintenance2'' labour costs increased significantly more than the associated rises in 
throughput over the monitoring period.28 29 30 Patrick explained this as being a consequence 
of the company’s new arrangements in organising its maintenance work. A rise in the 
maintenance labour cost component of labour is the major factor behind the increase in 
labour costs at East Swanson, and Webb Dock. At the Patrick terminals which

28 Labour costs for the terminal as a whole, not just those attributable to container activities within 
the terminal. With the exception of Darling Harbour, the increases in unit labour costs at these 
terminals are less than 5 per cent.

29 With the exception of Burnie.
30 Adjusted for the differences in the benchmark period length (3 months) and the monitoring period 

length (5 months). On this basis throughput for Fremantle fell.
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recorded falls in labour costs (i.e. Brisbane and Bumie), decreases in stevedoring labour 
costs more than compensated for the rises in the costs of maintenance labour. In 
contrast, for the Darling Harbour terminal, increases in stevedoring maintenance labour 
costs are the major factor behind increases in labour costs.

Table 4.7 shows that unit equipment costs and property costs fell for all terminals over 
the monitoring period, with the exception of Webb Dock. The average cost index for 
equipment for the seven terminals combined fell by almost 15 per cent, while the 
property cost index fell by 5 per cent. These costs are largely fixed so it is expected 
that average costs would be responsive to changes in throughput. On an adjusted basis, 
equipment costs fell for all terminals with the exception of Webb Dock and Darling 
Harbour.

Increases in rent, rates and taxes for Webb Dock in Melbourne explain the rises in 
property costs for this terminal over the monitoring period. Property costs remained 
stable for Darling Harbour and Fisherman Islands’ terminal in Brisbane and fell 
significantly for the other three terminals including Port Botany. These latter falls can 
be attributed to declines in rates, rents and taxes.

Table 4.7. Patrick trends in terminal unit cost components.
Brisbane Port Botany Darling Harbour

Jan 99 Jun 99 Jan 99 Jun 99 Jan 99 Jun 99
Labour index (per TEU) 100 92.3 100 100 100 125.3
Equipment index (per TEU) 100 72.7 100 80.7 100 98.6
Property index (per TEU) 100 88.6 100 91.2 100 93.9
Other costs index (per TEU) 100 151.4 100 108.9 100 119.4

East Swanson Webb Dock Fremantle
Jan 99 Jun 99 Jan 99 Jun 99 Jan 99 Jun 99

Labour index (per TEU) 100 102.6 100 107.9 100 104.7
Equipment index (per TEU) 100 84.9 100 105.8 100 92
Property index (per TEU) 100 99.3 100 103.7 100 74.8
Other costs index (per TEU) 100 105.7 100 120.8 100 89.3

Bumie National
Jan 99 Jun 99 Jan 99 Jun 99

Labour index (per TEU) 100 95.2 100 102.6
Equipment index (per TEU) 100 79.6 100 85.5
Property index (per TEU) 100 62.3 100 94.8
Other costs index (per TEU) 100 126.9 100 111.6

4.4.4 Patrick conclusions
The monitoring program did not detect any significant reduction in average revenue at 
Patrick container terminals. (Average revenue fell by 2.1 per cent). Stable average 
revenue levels and rising unit costs have led to a squeeze in container stevedoring profit 
margins per TEU of about 20 per cent for all seven Patrick terminals in the monitoring 
period. Profit margins fell for container operations in all terminals, with the exception 
of Fisherman Islands, where it rose slightly. The range of falls in profit margins was 
from a low of six per cent in Bumie to a high of 77 per cent at Webb Dock. There is no
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evidence that the industry levy has been passed on into price by Patrick in the 
monitoring period.

4.5 P&O Ports Ltd

4.5.1 P&O Ports restructuring
For much of the monitoring period P&O Ports has been negotiating with its workforce 
in order to reduce labour costs. Agreement has now been made to reduce the P&O 
Ports workforce by 34 per cent. This labour cost reduction, however, will not show 
until the next monitoring period, 1999-2000, as only the Brisbane terminal reduced the 
size of its workforce during the period under examination.

4.5.2 P&O Ports revenue, costs and prices
For P&O Ports movements in container specific stevedoring weighted average 
revenues, costs and margins are shown in the Tables 4.8 and 4.9.

For the White Bay terminal no revenue from container stevedoring operations was 
recorded, presumably because the comparatively small throughput consisted of 
overflow from the Sydney (CTAL) terminal. Whilst costs for White Bay were 
recorded, it is reasonable to assume that the bulk of these costs were assigned to non- 
containerised operations which constituted the bulk of White Bay throughput. 
However, excluding those costs at White Bay attributable to containerised operations 
overstates the profitability of P&O Ports operations — particularly as revenue from 
these operations has presumably been included in the CTAL figures. The White Bay 
terminal therefore has been excluded from the scope of this study.

National container stevedoring aggregate revenue for P&O Ports’ operations per TEU 
fell by 1.1 per cent during the monitoring period whereas costs per TEU rose by 5.7 per 
cent. There were significant variations in revenues and costs across terminals with 
average revenue per TEU falling at all terminals except for Melbourne (where it rose by 
8.0 per cent). The higher volume of throughput in Melbourne relative to other 
terminals explains why the aggregate level of revenue per TEU fell only marginally. 
Costs fell marginally at the Sydney (CTAL) terminal but rose significantly at all other 
terminals accounting for the overall increase of 5.7 per cent per TEU compared with the 
previous period.
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Table 4.8. P&O Ports index of container revenue, costs and profit (Nov 98- 
Jan99=100, Jan 99=Nov 98-Jan 99, Jun 99=Feb 99 to Jun99).

Brisbane
Jan 99 Jun 99

Sydney 
Jan 99 Jun 99

Melbourne
Jan 99 Jun 99

Revenue (per TEU) 100 95.3 100 99.9 100 108.0
Costs (per TEU) 100 107.5 100 98.3 100 111.7
Profit margin per TEU 100 -141.16 -100 -56.79 100 21.4
Net profit (per TEU) 100 -13.1 100 -61.2 100 56.6

Other includes the industry levy, other direct costs, port management costs and other overheads.

Fremantle National
Jan 99 Jun 99 Jan 99 Jun 99

Revenue (per TEU) 100 98.9 100 98.9
Costs (per TEU) 100 105.7 100 105.7
Average margins (per TEU) -100 -624.4 -100 -624.4
Net profit (per TEU) 100 -8.7 100 -8.67

4.5.3 Changes in costs
A great deal of this cost increase can be attributed to the application of the levy.31 P&O 
Ports did not implement changes to its work-force structure until after the monitoring 
period. Overall there have also been increases in property charges, with Melbourne in 
particular experiencing a sharp increase in property charges per TEU. In the case of 
Sydney a reduction in labour costs, equipment costs and property costs has negated the 
increase in costs associated with the levy.

With average revenue per TEU steady and costs rising, the profit margin of 
containerised stevedoring operations at P&O Ports terminals fell in the period February 
to June 1999. There was a large drop in the index of national container stevedoring 
profit margins per TEU from a base of-100 (P&O Ports container stevedoring operated 
at a loss in the period November 1998 to January 1998) to -624.4 in the monitored 
period. The overall net profits across all terminals (including all stevedoring activity) 
fell by 108.67 percent.32

31 P&O Ports, monthly average container throughout rose by 6.7 per cent between the base and 
monitoring period. The increase in average costs can therefore not be attributed to a reduction in 
capacity utilisation.

32 The use of index numbers to depict profit trends can produce some unusual results, particularly 
since degree of profitability in the period on which the index is based in some cases is quite low, 
or even negative.
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Table 4.9. P&O Ports trends in terminal unit cost components.
Brisbane Sydney Melbourne

Jan 99 Jun 99 Jan 99 Jun 99 Jan 99 Jun 99
Labor index (per TEU) 100 106.6 100 98.9 100 100.3
Equipment index (per TEU) 100 95.9 100 93.5 100 106.0
Property index (per TEU) 100 92.7 100 93.0 100 147.7
Other costs index (per TEU) 100 102.2 100 73.77 100 240.9

Fremantle National
Jan 99 Jun 99 Jan 99 Jun 99

Labour index (per TEU) 100 105.2 100 100.6
Equipment index (per TEU) 100 119.7 100 98.4
Property index (per TEU) 100 71.1 100 118.4
Other costs index (per TEU) 100 102.7 100 83.1

4.5.3 P&O Ports conclusion
The monitoring program detected no change in the level of P&O Polls, average revenue 
per TEU over the monitored period (February 99 to June 99). The level of average 
costs did, however, rise. The main explanation for the increase in the costs was the 
imposition of the levy, but there was also an increase in property costs at Melbourne. 
As P&O Ports has yet to make any efficiency saving gains from its labour negotiated 
reforms, this has meant that the profitability of the container terminals has slumped. 
Labour costs per TEU remained at a stable level (100.6 compared to 100.0). There 
appears to be no evidence that P&O Ports has attempted to pass on the cost of the levy 
in terms of increased prices. Instead the company appears to have absorbed the costs of 
the levy (and increase in other costs) by sustaining a reduction in profitability.

4.6 Sea-Land (Australia) Terminals Pty Ltd

Sea-Land (Australia) Terminals Ltd is a subsidiary of Sea-Land Services Inc, a United 
States shipping line which in turn is owned by the CSX Corporation. In January 1993, 
Sea-Land (Australia) Terminals Ltd first entered the Australian stevedoring market by 
acquiring the Port Adelaide terminal from Trans-Ocean terminals. In late 1998, the 
company expanded into the Brisbane market by establishing a terminal at Fisherman 
Islands. Sea-Land’s Adelaide terminal is the only one that operates in Adelaide and its 
Brisbane terminal operates in competition with those owned by P&O Ports and Patrick. 
Sea-Land’s Brisbane terminal has not been included in the national aggregates 
presented earlier in this report as it is still in the early stages of its establishment and 
has only a very low throughput and high abnormal costs associated with its start up. 
For this reason Sea-Land’s Brisbane terminal will be excluded from this section of the 
report as well, as the data relating to this terminal is not reflective of trend costs, prices 
and profits.

Indexes of the average revenue, costs and profits of container activity at Adelaide are 
presented in Table 4.10. Table 4.10 also has an index of the Adelaide terminal’s net 
profits (all activity including non-container work). During the monitored period 
(February to June 1999) average revenue in S per TEU rose slightly by 3.5 per cent at 
the same time as average costs rose significantly (9.1 per cent). This has meant that the
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average profit margin of container activity at the Adelaide terminal has fallen 
substantially. A part of this rise in costs can be attributed to the imposition of the levy 
but the Adelaide terminal has also seen average labour and equipment costs rise as well 
(see Table 4.11).

Table 4.10. Sea-Land index of container revenue, costs and profit (Nov 98- 
Jan99=100, Jan 99=Nov 98-Jan 99, Jun 99=Feb 99 to Jun99).

Adelaide
Jan 99 Jun 99

Revenue (per TEU) 100 103.5
Costs (per TEU) 100 109.1
Profit margin (per TEU) 100 44.5
Net profit (per TEU) 100 35.9

Table 4.11. Sea-Land trends in terminal unit cost components,

National
Jan 99 Jun 99

Labour index (per TEU) 100 109.7
Equipment index (per TEU) 100 117.6
Property index (per TEU) 100 94.0
Other costs index (per TEU) 100 73.7

As well as looking at the average revenue, costs and profits of the container stevedores 
the Commission conducted a survey of the quality of service of stevedoring in 
Australia. The results of this survey are presented in the following section.
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5. Survey of customers

5.1 Survey background

Although the monitoring program focused primarily on information on prices, costs and 
profits provided by the stevedores the Commission also undertook a program of visits 
to, and surveys of, the users of stevedoring services. The purpose of this exercise was 
to obtain a user’s perspective on both stevedoring prices and the quality of stevedoring 
services at Australian ports.

The database for the Commission’s customer survey included shipping lines, 
representative peak and secondary shipper bodies, freight forwarders and individual 
importers and exporters (See Section 3.7 survey methodology). Shipping lines 
provided data on movements in the price and quality of stevedoring services whilst 
shippers provided data on movements in freight rates and terminal handling charges 
(i.e. the extent of the pass-through of price changes by the shipping lines) and on the 
quality of stevedoring services.

Care needs to be taken in interpreting information provided by survey respondents 
given the short time frame of the initial monitoring period (i.e. February to June 1999). 
Price movements over such a short time frame are constrained by pre-existing 
contractual arrangements. Changes in the quality of stevedoring services are also 
expected to occur gradually over time and it is therefore difficult for respondents to 
quantify over such a short time frame and so soon after industry reform has taken place. 
Therefore it cannot be expected that major variances in the price and quality of 
stevedoring services would have occurred and consequently be reported by respondents 
over the initial monitoring period. As the Commission’s monitoring program develops 
over time, trends in the price and quality of stevedoring sendees will be more readily 
identifiable. That said, respondents did in this instance note variances (significant in 
some instances) in both the price and quality of stevedoring services over the five 
months February to June 1999.

In interpreting customer responses consideration also needs to be given to the 
environment in which stevedores are presently operating, in particular the recent 
changes to work practices and labour redeployment. A number of respondents noted 
variances between the quality of services provided by Patrick and P&O Ports. The 
respondents attributed this divergence mainly to Patrick having finalised new enterprise 
bargaining agreements with its workforce, whilst P&O Ports, as of the end of the 
survey period (June 30 1999) was still engaged in negotiations.
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5.2 Survey findings: reliability

5.2.1 Shipping lines
Surveyed shipping lines rated the reliability of shipping services from unsatisfactory to 
excellent and a number rated reliability as having improved over the monitoring period. 
Turnaround times were rated from unsatisfactory to good and were considered by most 
to have remained unchanged or improved marginally over the survey period. Several 
lines noted that in their opinion there was still considerable scope for further 
improvement by stevedores.

In addition to turnaround times and overall reliability, other aspects of the quality of 
stevedoring services measured were rated by all lines to have either remained 
unchanged or improved marginally. (See Appendix C, question 7 for a list of other 
quality of service aspects measured).

In comparing the performance of Australian stevedores with their overseas counterparts 
the difficulties of making comparisons due to the different environments under which 
stevedores in different ports operate was noted. The shipping lines generally felt that 
the timeliness and reliability of stevedoring services in Australia was marginally worse 
than that of their overseas counterparts. Prices of services within Australia were 
considered to be much worse than those available overseas.

Several lines noted that improvements in the quality of stevedoring services had 
affected their operating costs beyond direct price effects, for example by reducing 
vessel turnaround times.

A further significant point raised by shipping lines in their responses was the current 
preference to use Patrick in light of P&O Ports, current enterprise bargaining 
negotiations. Whilst the lines considered that the quality of service at P&O Ports was 
deteriorating as a consequence of these negotiations, they expected it to improve once 
negotiations were complete. Respondents noted similar variations in service quality 
during Patrick negotiations and a subsequent improvement in the quality of service at 
Patrick terminals (back to pre-dispute levels) once negotiations were complete.

This aspect was also highlighted by the BTE stevedoring reliability indicators.33 The 
BTE uses two indicators of stevedoring reliability at major container terminals — 
stevedoring rate and cargo receival. The stevedoring rate is the proportion of ship visits 
where the average crane rate for the ship is within two containers per hour of the 
quarterly average crane rate for the terminal. The cargo receival is the proportion of 
receivals (exports) completed by the stevedore’s cut off time. In the June quarter 1999 
both of these indicators declined significantly, but were reportedly attributable to 
temporary factors at several terminals.

33 Bureau of Transport Economics, Waterline 20, September 1999.
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5.2.2 Shippers
The survey responses of the shippers were aggregated nationally and weighted by TEU 
throughput, by level of throughput (respondents shipping greater than and less than 
1000 TEUs annually) and by port so as to ascertain any variance in prices and quality of 
services across classes of shipper and ports.

Respondents noted little variance in the quality of stevedoring services over the survey 
period with the overwhelming majority citing no change in all categories of quality of 
service measured. A significant minority of respondents did note improvements in the 
certainty of arrival and departure times as the move to fixed day sailing becomes more 
pronounced and a significant proportion of respondents also noted improvements in 
truck waiting time with the introduction/further development of automated booking 
services. Truck waiting time was also the one aspect of quality of service where a 
discernible number of respondents noted a deterioration in service. However the 
number of respondents noting a deterioration in truck waiting time was far outweighed 
by those noting an improvement. Apart from truck waiting time the proportion of 
respondents reporting that the quality of stevedoring services had deteriorated was very 
small.

Responses to questions as to the reliability of stevedoring services were evenly split 
between satisfactory and good with a small number of respondents rating reliability as 
either poor or excellent. No respondent used the low end of the scale (very poor) to rate 
stevedore services. The majority noted no change in the reliability of stevedoring 
services over the five months of monitoring whilst a significant minority noted a 
marginal improvement. Disaggregated by volumes shipped, larger shippers were more 
likely to note that reliability had improved than were smaller shippers.

Generally respondents did not consider that improvements/deteriorations in the quality 
of stevedoring services had affected their operating costs with the exception of a slight 
deterioration in the speed of service at P&O Ports during the negotiation of enterprise 
bargaining agreements.

5.3 Survey findings: charges

With respect to imported goods the majority of respondents stated that they had 
experienced no change in charges levied by shipping lines over the monitoring period. 
A significant minority did, however, note that charges levied had varied over the 
monitoring period. Increased charges were predominantly on South East Asian routes.

Findings with respect to freight rates for exported goods were similar although the 
number of respondents who noted marginal increases in charges was roughly equal to 
the number noting no change in rates. Further, a significant minority noted reductions 
in prices on some routes. Those specifying price increases such increases mainly cited 
South East Asian routes. Several respondents also noted the introduction of 
documentation fees (bills of lading) on loading cargo of between $25 and $50 which 
served to raise overall shipping costs.

There was some variation in the responses of larger and smaller shippers with respect to 
freight rates (larger shippers being classified as those shipping in excess of 1000 TEUs
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per annum). Larger shippers were more likely to report a decrease in freight rates 
whereas smaller shippers predominantly reported no change or a marginal increase in 
prices. Both large and small shippers did, however, note both increases and decreases 
in freight rates over the period.

Whilst the majority of respondents reported that prices had remained unchanged in the 
monitoring period a significant minority reported marginal increases in prices (on both 
imported and exported cargo). This suggests there has been some attempt by shipping 
lines to increase charges, particularly on South East Asian routes.

The majority of shippers noted no change in ancillary service charges whilst a minority 
said such charges had increased either marginally or significantly. Of those noting 
increases in ancillary service charges, the majority noted increases in documentation 
fees. It should be noted that many respondents did not consider the introduction 
of/increases in documentation fees as an ancillary service charge and hence noted 
increases in documentation fees in their response to questions as to general fees levied 
by shipping lines.

5.4 Conclusion

The broad findings of the survey are that there have been no significant movements in 
prices and quality of service over the monitoring period. This is not to suggest that 
there was no variation in prices/quality of service received by shippers and shipping 
lines but that the general level of service quality and price has remained unchanged.

One notable anomaly was that survey respondents noted a drop in the quality of 
services provided by P&O Ports during a part of the monitoring period in which 
negotiations on their EBA took pace. Most respondents who commented on this, 
however, stated that they expected this quality reduction to be reversed once 
negotiations were complete. In the case of Patrick such negotiations were completed 
before the commencement of the survey period and as a consequence respondents noted 
an increase in the quality of stevedoring services provided by Patrick during the survey 
period compared to when those negotiation were taking place.
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6. Conclusion

Stevedoring in Australia was previously subject to price monitoring between 1991 and 
1995 by the PSA. The present program commenced in February 1999 and is being 
conducted by the Commission in order to provide information on the progress of 
waterfront reform and the absorption of the stevedoring levy by stevedores. The levy 
itself is expected to be in place for a number of years. This initial report sets up the 
monitoring methodology and provides some early findings. It is expected that future 
reports will be able to give a comprehensive view of trends in container stevedoring 
prices, costs and profits.

This monitoring report for the five months to June 1999 did not detect any significant 
reduction in stevedoring prices. The average revenue per TEU of the container 
stevedoring companies has remained at a fairly stable, or slightly declining, level. Of 
the stevedores, Patrick experienced the greatest reduction in average revenue per TEU 
but even this was at only 2.1 per cent. At the same time average costs per TEU rose 
mainly because of the industry levy, but also in some instances because of a rise in 
other costs. Rising average costs has meant that most container terminals generated 
lower profit margins in the monitored period compared to the previous three-month 
period. The report indicates that the stevedore companies in the monitored period did 
not pass on the cost of the levy to consumers, but accommodated it by a combination of 
lower labour and equipment costs and reduced profit margins. It is also true, however, 
that there has been no significant reductions in stevedoring charges yet detected.

Besides the introduction of the industry levy as a significant cost component the other 
main contributor to the increases in average costs has been the increase in property 
charges (rates, rents and taxes). Terminals at Melbourne in particular have experienced 
significant increases in rates and rents over the monitored period.

Stevedoring companies are going through a major restructuring of their labour forces 
and subsequently labour cost structure. Patrick’s cost structure in the monitoring period 
reflects the impact of their major restructuring program. However, P&O Ports finalised 
its EBAs only after the monitoring period was complete (August 1999). The next 
monitoring report will report on these changes.

The other significant finding of the report is that average revenues and costs in late 
1998, early 1999 are significantly below the levels of 1995 when the previous 
monitoring period ended. Most of the reduction in average revenue occurred during the 
period 1996 to 1997, before the beginning of the 1998 waterfront dispute.
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Appendix A: Treasurer’s Press Release No. 003

The following is the Treasurer’s Press Release of 22 January 1999, which announced 
the price monitoring program.

PRICES MONITORING OF CONTAINER STEVEDORING SERVICES

As part of the Government’s reform package for the Australian waterfront, the 
Australian Competition and Consumer Commission has been directed to undertake the 
monitoring of prices, costs and profits relating to the supply of stevedoring services at 
container terminals in ports at the following locations: Adelaide; Brisbane; Bumie; 
Fremantle; Melbourne; and Sydney.

The ACCC will ensure the constant and transparent monitoring of progress towards the 
Government’s seven benchmark objectives and that the costs of the stevedoring levy 
are fully absorbed by the stevedores.

On 8 April 1998, the Government announced a package designed to facilitate 
meaningful reform on the Australian waterfront. The package included seven 
benchmark objectives, agreed to by Australia’s major stevedoring companies (Patrick 
Stevedores and P&O Ports), which will lead to improved productivity and reliability, 
lower costs, and better workforce management. The seven benchmark objectives are:

■ an end to over-manning and restrictive work practices;
■ higher productivity (five port average crane rate of 25 container movements per 

hour);

■ greater reliability through less industrial action and elimination of disruptive work 
practices;

■ an improved safety performance;
■ lower costs across the waterfront logistics chain;
■ full and effective use of existing and new technology; and
■ improved training.

The major stevedores have undertaken to meet the full costs of reform through the 
application of a levy on the loading and unloading of cargo. The levy will, over time, 
repay the funds that are being made available through a wholly owned Commonwealth 
company, the Maritime Industry Finance Company (MlFCo). The Government 
established MIFCo to ensure that all stevedoring employees who are being made 
redundant as part of the reform process are paid their full redundancy entitlements. The 
major stevedores have agreed to absorb the full costs of the levy.
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Appendix B: Prices Surveillance Act 1983, Sections 
27A, 27B

s. 27A
Directions to monitor prices, costs and profits of an industry or business
(1) The Minister may give the Commission a written direction:

(a) . To monitor prices, costs and profits relating to the supply of goods and 
services by persons in a specified industry and to report to the Minister on the 
monitoring at a specified time or at specified intervals within a specified period; 
or
(b) . to monitor prices, costs and profits relating to the supply of goods and 
services by a specified person and to report to the Minister on the monitoring at 
a specified time or at specified intervals within a specified period.

(2) The Minister must not direct the Commission to monitor prices, costs and 
profits of a State or Territory authority that supplies goods and services unless 
the State or Territory concerned has agreed to the direction being given.

s. 27B

Report on Monitoring

(1) The Commission must make copies of a report under paragraph 27A(l)(a) 
available for inspection by the public as soon as practicable after the Commission 
has given the report to the Minister.

(2) In the case of a report under paragraph 27A(l)(b) relating to a person, the 
Commission must:

(a) send the person a copy of the report on the day the Commission 
gives the report to the Minister; and

(b) make copies of the report available for inspection by the public as 
soon as practicable after the person has received a copy of the report.
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Appendix C: Customer Survey Questionnaire

SURVEY OF SHIPPER BODIES - JULY 1999

As part of the Federal Government’s package of measures to ensure waterfront reform, 
on January 20 1999, the Federal Treasurer, directed the Australian Competition and 
Consumer Commission under section 27A of the Prices Surveillance Act 1983 to 
monitor prices, costs and profits of container terminal operator companies in 
Australia’s major ports. As a part of this program the Commission would be grateful if 
you could find the time to provide the following information on the experience of your 
organisation’s members’ price and quality of container stevedoring services since 
February 1999.

YOUR ORGANISATION YOUR NAME &
POSITION

TELEPHONE
NUMBER

1. So that we are aware of your organisation’s field of coverage please provide details 
of the nature of your member’s organisation’s members and of shipping services 
used.

Is the primary purpose for which your members employs shipping lines importing or 
exporting? Please circle one.

Importer Exporter

Typical frequency and volume of sendees used.

Typical types of cargo shipped, (ie container, rho rho, break-bulk) and if applicable 
container mix (twenty/forty foot).
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Main shipping lines and terminals used

Price and Quality
The ACCC is interested in the supply of services by container terminal operators 
in Australian ports. Please limit your responses to consideration of container 
terminal operations.
2. With respect to imported goods have terminal handling charges incurred by your 

organisation’s members over the last six months:

Please tick one Details
Raised significantly

Raised marginally

Not changed

Fallen marginally

Fallen significantly

Not applicable

a) Where charges have risen or fallen were the changes in charges as a result of 
movements along the volume scale?

YES NO

If yes, can you provide details?
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3. With respect to exported goods have freight rates incurred by your organisation’s 
members over the last six months;

Please tick one Details
Raised significantly

Raised marginally

Not changed

Fallen marginally

Fallen significantly

Not applicable

b) Where rates have risen or fallen were the changes in charges as a result of 
movements along the volume scale?

YES NO

If yes, can you provide details?

4. Indirect price effects occur when other aspects of the ‘product package’ change. 
For example if the price of a service has not changed but the quality of sendee 
provided has improved or worsened this would be an indirect price effect.

Considering shipping services employed by your organisation’s members, have 
there been any changes in indirect price features over the last six months?
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Please tick one

FEATURE Improved No Change Worse Comments

Certainty of
arrival/departure times.

On dock delays.

Ship delays.

Cargo dwell times.

Truck waiting times.

On wharve coordination.

Efficiency of Electronic 
data interchange and 
vehicle booking 
systems.

Other

5. Have ancillary charges (ie vehicle booking service charges, storage charges) 
incurred by your organisation’s members over the last six months;

Please tick one Details
Raised significantly

Raised marginally

Not changed

Fallen marginally

Fallen significantly
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6. How would you describe the overall reliability of container stevedoring services on 
Australian wharves?

Please tick one Comments
Excellent

Good

Satisfactory

Poor

Very poor

7. In the past six months do you consider that the overall reliability of container 
stevedoring services has;

Please tick one Comments
Improved
significantly
Improved marginally

Not changed

Deteriorated
marginally
Deteriorated
significantly

8. Have changes in the productivity of container stevedoring operations over the past 
six months impacted on the operating costs of your organisation’s members beyond 
any direct price effects? (eg reduced inventory holding costs, reduced truck 
demurrage costs).

Please provide details.
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9. Have your members experienced any difference in the provision of services 
between the three main stevedore companies; P&O Ports, Patrick and Sea-Land.

10. Other comments
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Appendix D: Stevedore pricing and pass-through

In past monitoring programs special attention has been paid to whether reductions in 
charges by stevedores to shipping lines have been passed on to the final consumers of 
stevedoring services. In stevedoring there is no direct relationship between the shipper 
and the stevedore. Stevedoring companies contract to provide services for the shipping 
line or the shipping conference group and in turn the latter recover the cost of 
stevedoring from the exporter/importer through the freight rate or a separate terminal 
handling charge (THC).

From March 1991 to June 1996, under direction from the Federal Treasurer, the Prices 
Surveillance Authority monitored stevedoring prices and costs and from November 
1992 to June 1996 also monitored terminal handling charges. The Authority’s six 
stevedoring monitoring reports and three terminal handling charge reports during the 
period indicate the degree of cost savings that were passed through by stevedores in the 
form of reduced stevedoring charges. Furthermore, they show the extent of the pass
through of lower stevedoring rates to lower terminal handling charges by shipping lines 
to shippers.

Table D1 compares trends in average stevedoring revenues (charges) with trends in 
average stevedoring costs over the period 1985 to 1995. The table shows that average 
stevedoring costs fell over four consecutive years from 1991 to 1994, the cumulative 
decrease being 27 per cent. However, the largest falls in costs were achieved over the 
years 1991 and 1992, whereas in 1993 the rate of cost decrease slowed considerably. 
Over the same period, average annual stevedoring revenue fell by $59 per TEU 
compared to a fall of $72 per TEU in stevedoring expenses. This is 18 per cent less 
than the corresponding cumulative fall in stevedoring costs. However, in 1990, the 
average annual stevedoring margin was -$ 8 per TEU and this recovered to $5 per TEU 
in 1993.

The BTCE earlier concluded that in the period 1990 to the First half of 1993, stevedores 
fully passed on cost savings to the lines and that the differences in the extent of cost and 
price reductions could be explained by the companies bringing costs and revenues into 
line.'4 However, by 1995 reductions in stevedoring costs had ended.

34 Bureau of Transport and Communication Economics 1995, Review of the Waterfront Industry 
Reform Program Report No 91 p. 81.
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Table Dl. Average stevedoring revenue and average stevedoring costs, 1985 to 
1995 Sper TEU

Average
Revenue

Level

Percentage 
change on 
year earlier

Average
Costs
Level

Percentage 
change on 
year earlier

Average
Margin
Level

Proportion 
of Average 

Revenue
1985 238 219 19 8.0
1986 247 3.8 239 9.1 8 3.2
1987 244 -1.2 218 -8.8 26 10.7
1988 244 0.0 227 4.1 17 7.0
1989 247 1.2 241 6.2 6 2.4
1990 254 2.8 262 8.7 -8 -3.1
1991 244 -3.9 243 -7.7 1 0.4
1992 195 -20.1 196 -19.3 -1 -0.5
1993 195 0.0 190 -3.1 5 2.6
1994 201 3.1 188 -1.1 13 7.5
1995 206 2.5 191 1.6 15 7.3

Source: Australian Competition and Consumer Commission 1996, Monitoring of Stevedoring Costs and 
Charges and Terminal Handling Charges 1995

Terminal handling charges are levied on imports in nearly all Australian trades, while 
stevedoring charges for loading exports are recovered by the lines through the freight 
rate. From 1986 to 1995, terminal handling charges were levied on the southbound 
European and North American trades and over the years 1995 and 1996 they were 
introduced on the southbound Asian and Middle Eastern trades as well.

On the European and Asian trades, terminal handling charges are set with reference to a 
fonnula, (CENSA) to recover 80 per cent of the stevedoring charge. On the United 
States trades, the designed rate of recovery of stevedoring charges is approximately 40 
percent. However, the PSA has commented that the methodology by which these were 
set was not clear.35

Table D2 shows relative trends in annual average stevedoring charges and annual 
average terminal handling charges over the period 1991 to 1995.

35 Prices Surveillance Authority 1992, Inquiry into Land Based Charges in Australian Ports by 
Ocean Carriers and Conferences.
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Table D2. Average annual stevedoring charges and average terminal handling 
charges; 1991 to 1995 ($ per TEU)

Average
Revenue

Level

Percentage 
change on 
year earlier

Average
THCs
Level

Percentage 
change on 
year earlier

Ratio of THC to 
Stevedoring 

charge

1991 244 -3.9 147 60
1992 195 -20.1 127 -13.6 65
1993 195 0.0 124 -2.4 64
1994 203 4.1 132 6.5 66
1995 203 0.0 141 6.8 69

Source: Australian Competition and Consumer Commission 1996, Monitoring of Stevedoring Costs and 
Charges and Terminal Handling Charges 1995

Care should be taken when interpreting Table D2 since the annual average stevedoring 
revenue is derived from a sample representing 35 per cent of national container 
throughput, while Terminal Handling Charges are from another sample of 20 per cent 
of inbound trade. These differences in the samples can introduce errors in the 
comparison of changes in stevedoring prices and Terminal Handling Charges.

Table D2 suggests that trends in terminal handling charges have broadly been in line 
with average stevedoring revenue over the period 1991 to 1994.36 However, during the 
three years average stevedoring revenue fell by S41 per TEU or 16.8 per cent and 
average annual THCs fell by $15 per TEU or 10.2 per cent. This suggests that the 
lines did not pass on all the savings achieved in stevedoring rates. Some of the increase 
in terminal handling charges in 1994 reflects an increase in cost recovery by the lines. 
However, the data appears to suggest that some of the lines were under recovering their 
stevedoring costs according to their own formulae.

36 The 1995 Terminal Handling Charge figure does not incorporate the growth in the incidence of 
terminal handling charges over 1995. Australian Competition and Consumer Commission 1996, 
op cit p. 18.
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