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BTCE Bureau of Transport and Communications Economics

BTE Bureau of Transport Economics

Commission Australian Competition and Consumer Commission

DTRS Department of Transport and Regional Services

EBA Enterprise Bargaining Agreement

LLDCN Lloyd’s List Daily Commercial News

MIFCO Maritime Industry Finance Company

MUA Maritime Union of Australia

Patrick Patrick the Australian Stevedore

P&O Ports P&O Ports Ltd

PSA Prices Surveillance Authority
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Summary

On 20 January 1999, the Federal Treasurer directed the Australian Competition and 
Consumer Commission (the 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 
Commission’s monitoring program is designed to 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. P&O Ports and Patrick both agreed to absorb the full 
cost of the levy.

The first report of this monitoring program was issued in October 1999 and set out the 
methodology to be used by the Commission. The report indicated that there had not 
been significant reductions in stevedoring rates during the first monitoring period. 
However, it did seem that the stevedoring companies had, overall, absorbed the cost of 
the levy.

The present report covers the period July 1999-June 2000 and shows container 
stevedoring in Australia in a period of transition. During this time P&O Ports 
undertook a major restructuring resulting in a 34 per cent reduction in its permanent 
workforce. This restructuring had implications for both major stevedores and came at a 
time when there was a significant increase in container throughput in Australian ports.

During this period of transition revenue per TEU has fallen and more recently there 
have been marked increases in productivity.

On the evidence available to the Commission the stevedore levy has not been passed 
through as higher charges. The cost of the stevedore levy would seem to be offset 
against other cost savings made by Patrick and P&O Ports.

Looking at the historical data, average margins per TEU (see table 2.1) have been 
significantly higher over the last few years than they were in the first half of the 1990s.



1. Introduction

This report presents and comments upon the results of the Australian Competition and 
Consumer Commission’s monitoring of the Australian container-stevedoring industry 
for the 12-month period from July 1999-June 2000. This follows on from the first 
container-stevedoring report, which was publicly released in November 1999. The 
methodology used in the present report follows that outlined in the first one although 
some tables have been revised.

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 it released five reports. The program included 
monitoring of general stevedoring 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 
frill redundancy entitlements. A levy on the loading and unloading of cargo was to be 
applied to repay these funds. Patrick and P&O Ports agreed to absorb the full cost of 
the levy. The monitoring program is to provide information to the Government and 
wider community about the progress of waterfront reform and the absorption of the 
stevedoring levy by the stevedores.2

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

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 funds 
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 $6 per car imported and exported. 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 
roll-on roll-off vessels and at separate terminals. It is expected that the levy will 
continue for some years.

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

2 For the Treasurer’s press release of 22 January 1999 and discussion of the Commission’s role, see Rural and 
Regional Affairs and Transport Legislative Committee: Stevedoring Levy (Collection) Amendment Bill, 
1999, 27 August 1999, pp. 42-45 in Hansard.
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1.2 Industry trends

1.2.1 Trends in containerised throughput

Figure 1.1 shows recent trends in total containerised throughput for the six ports at 
which the monitored container terminals are located. Total containerised trade 
throughput for the 12 months to June 2000 for the six ports is 3.28 million TEUS. This 
represents about a 14 per cent increase over the total containerised traffic for the six 
ports for 1998-99.

The majority of this growth occurred in the last 6 months of 1999, and total throughput 
levels remained stable for the first 6 months of 2000. For the five mainland ports total 
containerised traffic increased by 16 per cent from 1.36 million TEUS in the 6 months 
to June 1999 to 1.57 million TEUS in the 6 months to December 1999. Containerised 
throughput of the five mainland ports stabilised in the following 6-monthly period to 
June 2000.

Figure 1.1. TEU exchanges through designated ports 1990-91 to 1999-2000 
(000 TEUs)

Source: BTE, Waterline 2000, Bumie Port Corporation

All ports with the exception of Port Adelaide, where trade declined, experienced 
significant containerised trade growth during the 12 months to June 2000. The largest 
increases are for Brisbane (21 per cent), Melbourne and Sydney (15 per cent) and 
Bumie (16 per cent).
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1.2.2 Productivity in container stevedoring

In its latest Waterline publication (September 2000), the Bureau of Transport 
Economics report on recent trends in capital productivity of container-stevedoring 
operations in the five mainland ports.

As shown in figures 1.2 and 1.3, average capital productivity for the five ports measured 
as crane rates, net ship rates and elapsed labour rates3 significantly improved during the 
12 months to June 2000. The June quarter five-port-average crane rate of 23.1 
containers per hour is the highest on record since the series began in 1995. Skill 
shortages at P&O Ports in Melbourne, after the implementation of the EBA and the go- 
slow campaign at Patrick in Sydney during the December quarter 1999, resulted in the 
five-port-average crane rate falling to 19.1 containers per hour in December 1999, after 
reaching 20.3 in the 1999 June quarter.

During the first 6 months of 2000, the five-port-average crane rate rebounded strongly 
to 20.4 containers per hour in March 2000 and further to 23.1 containers per hour in 
June 2000. The BTE attributes this to improvement in the performances of both terminal 
operators in Sydney and to one terminal operator in Melbourne.

Despite the decline in the crane rate over the last 6 months of 1999, the five-port- 
average, net-ship rate increased during four consecutive quarters from 29.0 container 
moves per hour in June 1999 to 37.5 moves per hour 12 months later. According to the 
BTE, this is because of more cranes used per ship (crane intensity) by the stevedores.4 
This reflects increased labour and cost flexibility under the new EBAs, which allow 
stevedores to use equipment more intensively and makes more equipment available.5

3 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.

4 BTE Waterline June 2000, Issue no 23, pp. 7-8.
5 Patrick chairman Chris Corrigan as reported in LLDCN Waterline: crane intensity boosts ship productivity 

April 12 2000 p. I.
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Figure 1.2. Stevedoring productivity, five-port-average 1992-2000 TEUS per 
hour

Source: BTE, Waterline 2000. Five major mainland ports — Adelaide, Brisbane, Fremantle, Melbourne 
and Sydney.

Figure 1.3. Stevedoring productivity, five-port-average 1995-2000 containers 
per hour

Source: BTE, Waterline 2000. Five major mainland ports — Adelaide, Brisbane, Fremantle, Melbourne 
and Sydney.
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1.3 Report outline

This is the second report prepared under the monitoring program. The Commission has 
relied primarily upon data from the stevedores and a user survey to monitor the 
performance of the container stevedores. Section 2 presents the main findings of the 
monitoring program and section 3 a summary of the findings of the survey of 
customers. Some broad conclusions are drawn in section 4.



2. Monitoring results

2.1 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 company and container terminal. Data is presented for 
the companies and terminals in the form of index numbers rather than as raw data to 
protect commercially sensitive information. The aim is to look at evolving trends.

2.2 National container terminal aggregates

2.2.1 Data

The Commission collects data on throughput, revenue, costs and profits of the 
Australian container terminals in Adelaide, Brisbane, Bumie, 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 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 PSA 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. To 
establish long-term trends some of the results of the PSA monitoring program are 
reproduced in table 2.1, along with data from the earlier PSA Inquiry into charges by 
the stevedoring and container depot industries (1990).

Recent national average revenue and cost figures are also presented in table 2.1 for the 
periods November 1998-January 1999, February-June 1999, July-December 1999 and 
January-June 2000. These figures are derived from the total revenue and expenses of 
the major container terminals in Australia and have therefore been derived in a similar 
way to those in the PSA reports. However, the sample used includes additional 
terminals in Brisbane, Bumie and Adelaide as well as Sydney, Melbourne and 
Brisbane.6 For the first time, operating results from the new Sea-Land container 
tenninal in Brisbane, which commenced operations in late 1998, have been included in 
the national aggregates for the latest two 6-month periods. The inclusion of the Sea-

6 These terminals include: P&O Ports and Patrick Swanson Dock, Melbourne; P&O Ports, Patrick and Sea- 
Land Fisherman Island, Brisbane; Patrick and P&O Ports (CTAL) Port Botany, Sydney; P&O Ports and 
Patrick, Fremantle; Sea-Land, Adelaide and Bumie Corporation, Bumie. Patrick Darling Harbour, Sydney, 
P&O Ports White Bay, Sydney and Patrick Webb Dock, Melbourne were not included in this aggregate 
because they have significant proportions of their revenue from non-container cargoes.
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Land Fisherman Islands terminal results in slight increases (less than SI per TEU) in 
the average revenue per TEU for both 6-month periods. Also it increases slightly (less 
than $1 per TEU) the average cost per TEU for the 6 months to June 2000 and gives no 
rise in the average cost per TEU for the 6 months to December 1999.7

2.2.2 Long-term trends

According to table 2.1 and the accompanying figure 2.1, the long-term trend of 
declining average total costs per TEU since the peak in 1990 has continued with a 
significant fall in the average total cost per TEU in the second half of 1999, to reach its 
lowest level since 1985. It remained stable in the first 6 months of 2000, but is 
significantly lower than it was for the corresponding first five months of 1999. 
Similarly, the downward trend for average total revenue per TEU since 1993 continued 
during the same periods. Average total revenue per TEU fell during both 6-monthly 
periods under consideration to reach its lowest level since 1985. Average margins per 
TEU, as represented by the difference between the two indicators, increased 
significantly in the last 6 months of 1999 to reach a peak over the entire monitoring 
period since 1985. This is because of the significantly faster rate of decline of average 
costs than average revenues per TEU. However, in the second 6-monthly period to June 
2000 average margins became compressed slightly as average revenue per TEU 
continued to fall, albeit average costs per TEU remained steady (rose very slightly).

Table 2.1. Average stevedoring revenue and average stevedoring costs 
1985-2000

Average revenue 
S/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 n/a n/a
Nov 98-Janl999 184 155 29
Feb-Jun 1999 182 161 21
Jul-Dec 1999 178 145 33
Jan-Jun 2000 173 148 25
Source: Australian Competition and Consumer Commission 1996, Monitoring of Stevedoring Costs and 
Charges and Terminal Handling Charges 1995. Figures for Jan-Jun 1997 are an estimate derived by the 
BTCE, Waterline. The stevedoring companies, as part of the monitoring program supply figures for 
1998-2000.

7 The BTE first included Sea-Land Brisbane terminal productivity indicators in their Brisbane figures in the 
March quarter 2000.
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Figure 2.1: National weighted-average revenue and costs per TEU, 1985-2000

Source: Same as table 2.1

Figure 2.2 Constant price average revenue and costs per TEU, 1985-2000, 
1997-98

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 Jan- Nov- Feb- Jul- Jan-
Jun 97 Jan 99 Jun 99 Dec Jun 

99 2000

Source: Same as for table 2.1, Reserve Bank Bulletin (www.rba.gov.au) and ABS Catalogue 5206.0, 
table 9.

http://www.rba.gov.au


As indicated by figure 2.2, in constant dollar terms the trend for both average revenue 
and average cost has been downward since 1995. Moreover, the cumulative rate of 
decrease of average costs (28 per cent) is similar to that for the earlier period of 
decrease from 1990-1994 (32 per cent). However, the respective cumulative rate of 
decrease of average revenue in the earlier four-year period is 25 per cent, compared 
with 22 per cent cumulative decline over the period 1995-2000.

The improvement in net margins as presented in table 2.1 is reflected in a significant 
recovery in the rates of return for the container-stevedoring industry. According to table 
2.2, annualised earnings before interest and tax (EBIT) divided by total assets for the 
stevedoring industry recovered to 14.0 per cent during the last 6 months to December 
1999, before falling back to 12.4 per cent in the 6 months to June 2000. Rates of return 
for Patrick (Lang Corporation) have fluctuated widely in recent years, and have 
recovered substantially in the 1998-99 financial year. The rates of return achieved by 
the industry appear to be broadly in line with those of similar transport operators both 
in Australia and overseas. They are also broadly in line with those of overseas port 
operators.

Table 2.2 Rates of return for selected companies, earnings before interest and 
tax/total assets

_______________________________________________________ %
Australian container terminals Nov 98-Jan 99 12.17
Australian container terminals Feb-Jun 99 8.96
Australian container terminals Jul-Dec 99 14.04
Australian container terminals Jan-Jun 2000 12.44

Sea-Land (Australia) Terminals Pty Ltd 1997 16.16
P&O Ports 1997-98 12.22
Lang Corporation 1998-99 12.5
Lang Corporation 1997-98 -12.46
Lang Corporation 1996-97 2.41
Brambles Industries 1998-99 13.65
Finmore Holdings 1997-98 8.84
Toll Holdings 1997-98 6.03

PS A Corporation 1999 9.90
PSA Corporation 1998 8.90
PSA Corporation 1997-98 14.81

South Port Ltd 1999-2000 9.50
South Port Ltd 1998-99 6.70
Port Otago Ltd 1999-2000 15.7
Port Otago Ltd 1998-99 18.82
Lyttelton Port Co Ltd 1998-99 29.54
Lyttelton Port Co Ltd 1999-2000 32.30
Ports of Auckland Ltd 1998-99 17.38
Port Wellington Ltd 1997-98 11.78
Source: Data supplied by the stevedoring companies, Annual reports and the Australian Stock Exchange.
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2.2.3 Cost components

The significant fall in average costs per TEU in the second half of 1999 is because of a 
substantial fall in labour costs at P&O Ports caused by new EBAs being implemented 
as well as the rising throughput of the container terminals.

Table 2.3 shows changes in cost components that were driven by two key changes, the 
reduction in labour costs and the increase in subcontracting for the second half of 1999. 
The share of labour costs fell from 55 to 48 per cent in the last 6 months of 1999 and 
then increased slightly during the first half of 2000. Shares of equipment and property 
costs have remained relatively steady. The industry levy payments share has also 
stabilised at about 5.5 per cent. The major factors behind the large rise in the share of 
other costs has been the significant increases in both other direct costs and port 
management sendees at all ports managed by P&O Ports. The reason for the increase in 
other direct costs has been the large increase in subcontracting by P&O Ports to its 
major competitor in the ports of Melbourne and Sydney. Subsequently, in the first half 
of 2000, subcontracting of containers has returned to more normal levels, resulting in a 
sharp fall in industry-wide other direct costs.

Table 2.3 Cost components as a proportion of total terminal costs (%)

Nov 1998- 
Jan 1999

Feb 1999June 
1999

Jul 1999-Dec 
1999*

Jan 2000- 
Jun 2000*

Labour 56.4 54.6 48.0 49.6
Equipment 19.3 17.2 18.1 20.7
Property 10.7 10.5 10.0 10.1
Industry Levy - 5.3 5.3 5.6
Other 13.6 12.5 18.6 14.0
Total costs 100.0 100.0 100.0 100.0
Source: Data supplied by the 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 P&O Ports and Patrick terminals in 
Fremantle. *Sea-Land Brisbane is included from July 1999 onwards.

2.2.4 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 container-specific activity in the container terminals for 
Patrick and Sea-Land. P&O Ports’ accounting practices are slightly different and while 
revenue figures are broken down in this way costs are not. Given this, Patrick and Sea- 
Land container-specific data is combined in the following table with P&O Port general 
revenue and cost data at their container terminals to provide national aggregates. These 
provide a slightly better indication of the actual price of container stevedoring faced by 
consumers. The Patrick terminals at Darling Harbour and Webb Dock can be included 
in this sample as their break-bulk activity has been excluded from the revenue and cost 
data. Here it should be noted that this table is different from that provided in the earlier 
monitoring report.

National aggregates of average container-specific revenue, average costs and average 
profit margins are provided in table 2.4. Container-specific revenue is defined as the
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revenue attributable to loading and unloading cargo. It includes rebates offered by the 
container stevedores to shipping lines, as well as penalties for non-performance 
imposed by the liner company on the stevedore. It is net of revenues attributable to 
other stevedoring services such as storage, restowage, and container movements on the 
wharf and is measured on a dollar per TEU basis, rather than dollar per container basis.

The data contained in table 2.4 covers all container terminals in Melbourne (including 
Webb Dock), Sydney (including Darling Harbour but excluding White Bay), Adelaide, 
Brisbane (excluding Sea-Land’s terminal for the first two periods), Fremantle, and 
Bumie. It shows that container-specific unit revenue per TEU declined in both 
consecutive 6-monthly periods to June 2000. Moreover, during the second half of 1999, 
average container-specific costs decreased significantly and profit margins improved. 
Changes in margins between periods reflect seasonal influences. Costs per TEU fall in 
the second half of the year when volumes increase due to seasonal factors.

Table 2.4 National stevedoring aggregates for container-specific revenue, costs 
and profit margins #

Nov 98-Jan 99 
S/TEU

Feb 99-Jun 99 
S/TEU

Jul 99-Dec 99 
S/TEU *

Jan-Jun 00 
S/TEU *

Revenue 171.93 169.78 166.18 161.44
Costs 146.19 152.51 138.15 140.14
Profit margin 25.74 13.27 28.03 21.30
Source: Data supplied by the stevedoring companies.
# Total revenues & costs for P&O Ports
* Includes Sea-Land Brisbane terminal

Here it should be noted that rates quoted in stevedoring contracts are often for 
containers. Since there are two sizes of containers, 20 foot and 40 foot, the term 20-foot 
equivalent (TEU) is used in the global industry to describe them, that is a 20-foot 
container is 1 TEU and a 40-foot container is 2 TEUs. There is a growing proportion of 
40-foot containers in Australian throughput. Total throughput measured in TEUs is 
more than if measured in containers. Consequently the figures in table 2.4 are lower 
than if they were quoted in terms of containers.8

P&O Ports provided evidence to the Commission of substantial stevedoring rate 
reductions to a number of shipping conferences and individual shipping lines over the 
12 months to June 2000. Also, there have been some changes in the client groupings of 
the respective stevedores. In January 2000, Maersk switched from P&O Ports to 
Patrick. An alliance between COSCO and Evergreen lead to some COSCO business 
moving to P&O Ports while some Evergreen business moved from P&O Ports to 
Patrick.

Unit container-specific costs fell significantly during the second half of 1999, largely 
because of significant falls in labour cost at P&O Ports. As mentioned earlier, the fall in 
labour cost at P&O Ports can be attributed to the final implementation of the EBAs in

8 For instance, presently, there are roughly between 1.25 and 1.3 TEUs per container. This means that the 
average container-specific unit revenue per TEU of SI 65 translates to between S201 and S214 per container.
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August 1999 resulting in a 34 per cent drop in the stevedore’s permanent workforce. In 
addition, capacity utilisation improved significantly with a 16 per cent rise in industry
wide throughput during the 6 months to December 1999 as compared with the previous 
five-month period. However, unit container-specific costs for the industry stabilised in 
the first half of 2000, as the 6-month throughput growth slowed to less than 1 per cent.

2.2.5 Impact of stevedoring levy

In March 1999, the Federal Government imposed a stevedoring levy on the industry to 
finance the labour-force reductions of the three stevedores. The rate of the levy is SI2 
per container and $6 per vehicle, for non-coastal cargoes and cargoes that enter 
Australia (i.e. not transhipped). Part of the Commission’s direction is to examine the 
absorption of the stevedoring industry levy by the stevedoring companies. For this 
exercise the absorption of the levy was reviewed in terms of whether average 
stevedoring charges (revenue per TEU) increased on account of the imposition of the 
levy. Average container-specific revenues have fallen for the past two consecutive 
periods by a cumulative total of 4.9 per cent, whereas average container-specific costs, 
while stabilising in the second 6-month period cumulatively fell by 8.1 per cent. The 
national figures indicate that there is no evidence that the stevedoring levy is being 
passed onto shipping lines in the form of increased prices.

2.3 Patrick

2.3.1 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. New 
data for the latest two periods, July to December 1999, and January to June 2000, has 
now been included. 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-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 that for breakbulk or Ro Ro operations that may be conducted within the 
precincts of each container terminal.

2.3.2 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. 
However, these terminals do have a significant container throughput.

As shown in table 2.5, for the seven Patrick container terminals as a whole, unit 
container-specific revenue9 has decreased over the period. Similarly, unit container- 
specific costs show a slight downward trend although they have been stable over the 
most recent monitoring period (July 1999-June 2000).

9 Container-specific revenue includes rebates and penalties.
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Unit container-specific revenue and unit container-specific costs are now both 8 per 
cent lower than during the base period. However, container-stevedoring contribution to 
profit margin per TEU is still 7.6 per cent below that at the end of the base period 
(November 1998-Jan 1999).

Unit container-specific revenue for the Patrick’s terminals fell during the 6 months to 
December 1999. The largest declines were registered for Port Botany and Darling 
Harbour.

Monthly-average throughput increased by 21.5 per cent at Patrick’s container 
operations, while at the same time monthly-average, container-specific revenue 
increased by 16 per cent. The discrepancy in the rate of change of revenues and 
volumes was partly because of more transhipped containers at Port Botany, East 
Swanson Dock and Fisherman Islands (Brisbane). Another factor was an increase in the 
proportion of 40-foot containers (2 TEUS) lifted at Darling Harbour, East Swanson and 
to a lesser extent at Fisherman Islands, Port Botany and Fremantle. Patrick attributes 
the recorded decrease in their average revenue per TEU for their terminal operations as 
a whole to these factors.

For the following 6-monthly period to the end of June 2000, however, the average 
revenue per TEU rose slightly for both Fisherman Islands (Brisbane) and Darling 
Harbour terminals. For Fishennan Islands, this was because of a significant fall in the 
number of transhipped containers through the terminal and for Darling Harbour an 
increase in the proportion of 20-foot containers through the terminal. For both ports the 
average revenue per TEU was lower than for the corresponding period to June 1999. 
Average revenues per TEU fell slightly for operations at East Swanson, Port Botany 
and Webb Dock and there was a fall in revenue per TEU at Fremantle.

Patrick largely attributes the latter to a significant increase in transhipment at the 
terminal. By contrast with the earlier 6-monthly period average throughput growth for 
Patrick terminals slowed to 6 per cent during the first half of 2000. A major 
contributing factor was the return to more ‘normal’ levels of subcontracting of cargoes 
between Patrick and their major competitor P&O Ports during the 6 months to June 
2000. Furthermore, according to both major stevedoring companies, the significant 
volume growth that has occurred in the past year began to slacken after March 2000.10

Unit costs attributable to container activity fell for 6 of the monitored Patrick terminals, 
while that for Bumie remained stable during the 6 months to December 1999. In 
comparison, during the 6 months to June 2000, container-specific costs per TEU 
reversed this trend and increased for Patrick terminals at Brisbane, Webb Dock and 
Darling Harbour and remained stable for the other terminals (with the exception of 
Fremantle). However, average costs per TEU for the above terminals are still lower 
than for the corresponding first five months of 1999 (February-June 1999).

As for average revenues, the major factor behind the fall in average container-specific 
costs during the period June-December 1999 was the significant increase in capacity 
utilisation spread over fixed costs. However, in the latter period January-June 2000, 
average costs for the terminals overall increased in line with the increase in throughput 
at about 6 per cent.

10 Volume growth is cooling off say stevedores LLDCN May 12 p. 2.

13



Table 2.5 Patrick index of container revenue, costs and profit (Nov 98-Jan 99 - 100) 
Jan 99 = Nov 98-Jan 99; Jun 99 = Feb 99-Jun 99; Dec 99 = July 99-Dec 99; 
Jun 2000 = Jan 2000-Jun 2000

Brisbane
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 100.8 97.4 99.5
Costs (per TEU) 100 100.4 89.1 97.7
Profit margin (per TEU) 100 102.7 131.0 106.6
Net profit (per TEU) 100 113.0 143.0 113.1

Port Botanv
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 97.5 92.3 92.0
Costs (per TEU) 100 98.3 84.3 83.0
Profit margin (per TEU) 100 93.2 132.7 137.9
Net profit (per TEU) 100 113.5 221.4 249.2

Webb Dock
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 92.8 91.6 90.8
Costs (per TEU) 100 103.6 95.7 101.2
Profit margin (per TEU) 100 23.7 65.3 23.7
Net profit (per TEU) 100 -153.0 85.0 -43.6

Darling Harbour
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 102.8 96.3 99.7
Costs (per TEU) 100 107.2 98.3 104.0
Profit margin (per TEU) 100 67.1 80.0 65.4
Net profit (per TEU) 100 104.1 110.4 86.6

East Swanson
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 97.4 92.4 90.4
Costs (per TEU) 100 106.1 94.2 94.2
Profit margin (per TEU) 100 76.7 88.2 81.5
Net profit (per TEU) 100 78.7 98.0 96.1

Fremantle
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 98.7 95.2 82.8
Costs (per TEU) 100 110.5 100.9 88.5
Profit margin (per TEU) 100 61.3 78.5 64.5
Net profit (per TEU) 100 51.8 72.4 60.7

Burnie
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 97.6 97.4 96.8
Costs (per TEU) 100 98.5 98.2 96.6
OProfit margin (per TEU) 100 93.4 93.8 97.2
Net profit (per TEU) 100 99.2 92.4 90.3

National
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 97.9 93.6 91.9
Costs (per TEU) 100 102.9 91.6 91.8
Profit margin (per TEU) 100 79.4 101.1 92.4
Net profit (per TEU) 100 81.9 118.4 111.4
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2.3.3 Changes in costs

Table 2.6 indicates that for Patrick as a whole, all of the cost indexes fell during the last 
6 months of 1999 below those of the previous five months. In addition all of the cost 
indexes fell for all terminals with three exceptions: the property-cost index and the 
equipment-cost indexes for the Patrick terminal at Bumie, and the property-cost index 
for the Fremantle terminal. However, in the first half of 2000, for Patrick operations, as 
a whole, labour costs per TEU remained stable, whereas unit equipment costs and unit 
other costs increased. On the other hand, property costs per TEU for Patrick fell.

The fall in the cost indexes in the second half of 1999 was largely because of the 
significantly greater throughput at Patrick’s terminals. Overall, monthly-average labour 
costs at Patrick increased by 5 per cent during the second half of 1999, when compared 
to the previous five months. This is mainly attributable to significant increases in 
operational management and planning labour costs. There were slight decreases in 
stevedoring and maintenance labour costs," although the latter are still high relative to 
the base period (November 1998-January 1999) as acknowledged in the first 
monitoring report.11 12 13

By contrast, in the first 6 months of 2000, the increase in labour costs for the seven 
Patrick terminals kept pace with the growth in throughput at about 7 per cent. However, 
changes in the composition of staff did occur.

Average stevedoring labour costs increased by 13 per cent for Patrick when compared 
to those of the previous 6-month period."' Also, there are significant increases of 22 per 
cent in stevedoring labour costs at both Webb Dock and Darling Harbour. This overall 
upward 6-monthly trend in stevedoring labour costs is balanced, to some extent, by a 9 
per cent fall in maintenance labour costs and a 2 per cent fall in planning labour costs.

During the second half of 1999, the property-cost index fell for the combined set of 
Patrick terminals. This downward trend continued during the first half of 2000. These 
trends, however, mask significant variations between, and considerable fluctuations in, 
property-cost movements between terminals during both periods. For instance, in the 
second half of 1999, the property-cost index increased significantly in Fremantle and 
Bumie while it fell at the two Melbourne terminals. During the first half of 2000, 
property costs at Bumie again increased significantly.

While monthly-average equipment costs increased modestly during the second half of
1999, equipment costs for Patrick increased by 15 per cent during the first 6 months of
2000, largely because of significant increases in equipment maintenance costs. The 
latter is seen as a one-off investment by Patrick.

11 Patrick is addressing the problem by switching their maintenance contract from Flour Daniel to Australian 
Plant Services. Patrick drops Flour Daniel service after just one year. LLDCN October 29 1999 p. 1.

12 ACCC (1999) Container stevedoring monitoring report p. 28.
13 Net employment growth of operational staff at Patrick is only 1 per cent in the first six months to June 2000.
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Table 2.6 Patrick trends in terminal unit costs components

Brisbane
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 92.3 82.2 82.3
Equipment cost index (per TEU) 100 72.7 67.6 76.0
Property cost index (per TEU) 100 88.6 68.7 66.5
Other-costs index (per TEU) 100 151.4 104.5 131.6

Port Botany
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 100.0 83.6 86.2
Equipment cost index (per TEU) 100 80.7 76.2 78.9
Property cost index (per TEU) 100 91.2 75.8 57.8
Other-costs index (per TEU) 100 109.0 87.0 83.7

East Swanson
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 102.6 93.4 87.8
Equipment cost index (per TEU) 100 84.9 80.6 93.0
Property cost index (per TEU) 100 99.3 74.4 72.7
Other-costs index (per TEU) 100 105.7 87.1 93.9

Fremantle
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 104.7 88.4 77.8
Equipment cost index (per TEU) 100 92.0 86.9 77.7
Property cost index (per TEU) 100 74.8 106.3 92.7
Other-costs index (per TEU) 100 89.2 68.3 60.5

Webb Dock
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 107.9 96.8 111.9
Equipment cost index (per TEU) 100 105.8 92.9 103.3
Property cost index (per TEU) 100 103.7 76.8 90.2
Other-costs index (per TEU) 100 120.8 127.4 127.9

Darling Harbour
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 125.4 100.5 113.2
Equipment cost index (per TEU) 100 98.6 92.2 105.4
Property cost index (per TEU) 100 93.9 73.0 60.7
Other-costs index (per TEU) 100 119.3 100.0 120.8

Burnie
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 95.2 82.9 75.3
Equipment cost index (per TEU) 100 79.6 84.0 84.8
Property cost index (per TEU) 100 62.3 76.3 93.2
Other-costs index (per TEU) 100 126.9 117.7 101.0

National
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 102.6 89.3 89.7
Equipment cost index (per TEU) 100 85.5 80.3 87.0
Property cost index (per TEU) 100 94.8 77.1 70.2
Other-costs index (per TEU) 100 113.0 93.0 97.8
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Although the average other-cost price indexes per TEU, covering port management 
costs, other direct costs, and other overhead costs fell, for all Patrick container 
terminals, in the second half of 1999, Patrick experienced a 20 per cent increase in 
monthly-average port management costs. Particularly significant increases occurred for 
East Swanson and Webb Dock terminals in Melbourne and Darling Harbour in Sydney. 
However, in the first 6 months of 2000, the average other-cost index per TEU for 
Patrick increased as a result of further increases in port management costs, and other 
indirect costs.

2.3.4 Patrick conclusions

Average revenue per TEU for container-specific activity at Patrick fell during the 
second half of 1999 below that of the previous five-month period. In the following 6- 
month period January-June 2000, average revenue per TEU fell further to 8 per cent 
below the January 1999 base index.

During the same periods unit container-specific costs fell and then increased slightly. 
Average profit margins per TEU improved to be slightly above the level of the base 
period only to then decline slightly for the 6 months ending June 2000. Nevertheless, a 
significant increase in profitability is seen when the latest monitoring data (June 2000) 
showing the net profit index is compared with that of the base period.

During the second half of 1999, the fall in the revenue per TEU resulted from a 
significant increase in transhipment particularly at Port Botany, East Swanson and 
Fisherman Islands, and also an increase in the proportion of 40-foot containers, 
particularly at Darling Harbour and East Swanson.

The major determinant of container-specific unit cost falls at Patrick is a significant 21 
per cent rise in container throughput during the last 6 months of 1999 as compared to 
the previous five months. This was because of the seasonal factor of import/export 
growth in the pre-Christmas period as well as a sudden surge in subcontracted cargoes 
from P&O Ports, particularly from West Swanson and CTAL, which Patrick handled.

However, in the following 6 months (to June 2000) the decline in average revenue for 
Patrick eased because of a slowing in the trend towards more transhipments and 40-foot 
containers. Container throughput increases kept pace with that of declining costs, 
resulting in stable unit costs for the period to June 2000.

The average-monthly industry levy payments made by Patrick increased by 10 per cent 
during both 6-month periods in line with the increase in container throughput (net of 
subcontracting). With the slight fall in average revenue per TEU, in both 6-monthly 
periods there is no indication that Patrick has passed on the industry levy in the form of 
increased charges. Although Patrick has not informed the Commission about reductions 
in stevedoring rates their average revenue has fallen over the monitoring period. 
Profitability has increased over the period monitored by the ACCC.
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2.4 P&O Ports

2.4.1 P&O Ports’ revenues, costs and profits

For P&O Ports’ movements in container stevedoring unit revenues, costs and margins 
are shown in table 2.7.

For the Sydney (White Bay) terminal no revenue from container-stevedoring operations 
was recorded, presumably because the comparatively small throughput consisted of 
overflow from the CTAL terminal.14 While 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 been presumably included in the CTAL figures. The White Bay terminal therefore 
has been excluded from the scope of this study.

In the 6 months to December 1999 and June 2000 respectively, container-stevedoring 
revenue per TEU at the national level for P&O Ports’ operations fell.

Average container revenue fell for all P&O terminals around Australia with the 
exception of Sydney during the last 6 months of 1999. The largest falls in revenue 
occurred at the Fremantle and Brisbane terminals respectively. In the first 6 months of 
2000, container revenue per TEU decreased slightly at all P&O terminals around 
Australia with the exception of Brisbane. Largest falls in revenue per TEU occurred at 
the Sydney and Melbourne terminals. The revenue trend at the national level as 
presented in Table 2.7 shows a decreasing trend relative to the base period of January 
1999.

According to P&O Ports, the average revenue fall experienced by the Brisbane terminal 
in the second half of 1999 was because of the loss of a major client and to significant 
stevedoring rate reductions for two other shipping lines. At the Sydney (CTAL) 
terminal, average revenue increased in this period despite the effects of significant 
stevedoring rate reductions for two shipping lines.

In the 6 months to December 1999, container-stevedoring costs per TEU at the national 
level for P&O Ports’ operations fell, whereas in the 6 months to June 2000 container- 
stevedoring costs per TEU at the national level increased.

The trends for 6-monthly costs for all the P&O terminals have been downward in the 
second half of 1999. The most significant falls in cost occurred at the Sydney (CTAL) 
and Brisbane terminals. In the first half of 2000, the 6-monthly cost trend at all P&O 
terminals with the exception of Fremantle increased. The most significant increase 
occurred at the Brisbane and Sydney (CTAL) terminals. At the national level costs 
appear to be relatively ‘stable’ except for the significant decrease between July 1999 
and December 1999.

14 However, during the period of wharf congestion as experienced by CTAL in October 99, P&O Ports moved at
least one container ship per week to White Bay — Queues move to White Bay. LLDCN 13 October 1999 p. 1.
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At the national level, the above findings resulted in a significant recovery in profit 
margins for P&O Ports in the second half of 1999. In the 6 months to June 2000, cost 
and revenue trends resulted in a significant drop in profit margin per TEU for the 
company. Among other things, the downward trend in profit margins in the first half of 
2000 is the result of seasonal trade patterns affecting container throughput.

Table 2.7 P&O Ports’ index of container revenue, costs and profit (Nov 98- 
Jan 99 = 100) Jan 99 = Nov 98-Jan 99; Jun 99 = Feb 99-Jun 99;
Dec 99 = July 99-Dec 99

Brisbane
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 95.7 88.9 89.5
Costs (per TEU) 100 107.5 96.1 110.4
Profit margin (per TEU) 100 11.5 37.3 -59.7
Net profit (per TEU)15 100 -26.9 33.4 1.20

Sydney
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 94.9 97.9 91.9
Costs (per TEU) 100 98.3 84.6 91.4
Profit margin (per TEU) 100 -9.2 508.3 107.3
Net profit (per TEU) -100 -1206.2 3925.3 1927.1

Melbourne
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 105.9 105.8 102.9
Costs (per TEU) 100 111.7 107.1 110.1
Profit margin (per TEU) 100 75.5 99.2 64.2
Net profit (per TEU) 100 66.2 103.8 84.7

Fremantle
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 98.4 91.2 90.1
Costs (per TEU) 100 113.5 105.8 91.1
Profit margin (per TEU) 100 -433.0 -421.9 53.0
Net profit (per TEU) -100 -589.9 -485.9 45.0

National
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 99.5 98.46 95.1
Costs (per TEU))) 100 106.3 96.5 100.6
Profit margin (per TEU) 100 33.9 117.3 40.9
Net profit (per TEU) 100 -6.9 143.0 108.1

2.4.2 Changes in costs

It was noted earlier that at the national level, movements in cost and increases in 
container throughput resulted in a fall in container cost per TEU during the 6 months to 
December 1999. Average labour costs at the national level for all P& O Ports terminal 
operations fell during the period. According to table 2.8, there were labour cost

15 Net profit is (total revenue - total costs) + other income
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reductions at all P&O Ports’ terminals with the largest fall in labour cost per TEU 
occurring at the Sydney (CTAL), West Swanson and Brisbane terminals. Labour cost 
reductions primarily because of lower idle time were achieved for both stevedoring 
labour and maintenance labour, although for the latter there were a few minor increases 
in the cost of outsourcing activities at some terminals.

During the first half of 2000, container throughput at P&O Ports decreased relative to 
that recorded during the 6 months to December 1999. Similarly, labour costs at the 
national level increased. Labour cost increased at all P&O Ports’ terminals with the 
exception of Fremantle, which experienced a decline in labour cost per TEU. Table 2.8 
shows a decreasing trend at the national level in the labour cost per TEU compared to 
the base period of November 1998 - January 1999.

During the 6 months to December 1999, equipment cost increased marginally at the 
national level. Sydney (CTAL) and Brisbane terminals experienced increases in 
equipment cost, while Melbourne and Fremantle experienced a decline. There were 
increases in equipment maintenance and running costs at all P&O Port terminals with 
the exception of Fremantle during the 6 months to June 2000. Compared to the base 
period of January 1999, there was an increase in the equipment cost per TEU at the 
national level.

The tables reflect falls in average property charges at Brisbane, Melbourne and Sydney 
(CTAL) terminals during the second half of 1999. However, this is attributed to a 
volume effect. Significant rises in property charges at Fremantle occurred during the 6 
months to December 1999. In the first half of 2000, there were increases in property 
costs at all P&O Port terminals with the exception of Fremantle terminal, which 
experienced a decline in property costs. Table 2.8 shows an increasing trend in the 
property costs per TEU index relative to the base period of January 1999 at the national 
level.

At the national level, other cost per TEU16 for P&O Ports increased during the second 
half of 1999. Among other things, a major contributor to this increase is the surge in 
sub-contracting of cargoes by P&O Ports to its major competitor Patrick, because of the 
combined effect of labour skill shortages and cargo congestion.17 Melbourne (West 
Swanson) and Sydney (CTAL) terminals experienced significant increases in other 
costs. Increases in average port charges at all P&O Ports’ terminals contributed to the 
rise in the other cost per TEU index at the national level.

In contrast, during the first half of 2000, the other cost per TEU index at the national 
level and for all the P&O Ports’ terminals decreased. All terminals experienced a 
decrease in the other-cost category. Decreases in average port-management costs also 
contributed to the decline in the other cost per TEU index.

It was noted earlier that during the 6 months to December 1999, the average container 
revenue per TEU fell for all P&O Ports’ terminal operations. Furthermore, the 
monthly-average amount of stevedoring levy paid by the company rose because of

16 This includes the industry levy, other direct costs, port management costs and other overhead costs.
17 P&O Ports set to shift liner services. LLDCN October 25 1999 p. 1.
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increased throughput. During the 6 months to June 2000, the container-stevedoring 
revenue per TEU for the company as a whole fell relative to that in the previous 6 
months.

The fall in average container revenue and in average costs significantly improved the 
profit margin for P&O Ports. There was a significant increase in the national or 
company-wide index for container-stevedoring profit margins per TEU during the 
second half of 1999. This trend was reversed in the 6 months to June 2000.

The fall in the average container revenue and increase in average costs significantly 
decreased the profit margin for P&O Ports. The profit margin per TEU across all 
terminals decreased. Net profits at the national level during the 6 months up to June 
2000 are similar to the level that they were in the base period (November 1998-January 
1999). There is no evidence that P&O Ports passed the levy on to its clients in the form 
of increased charges.

Table 2.8 P&O Ports’ trends in terminal unit costs components

Brisbane
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 106.6 84.1 99.7
Equipment cost index (per TEU) 100 95.9 113.2 120.3
Property cost index (per TEU) 100 92.7 80.8 108.2
Other-costs index (per TEU) 100 100.2 141.7 110.4

Sydney
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 98.9 67.5 78.6
Equipment cost index (per TEU) 100 93.5 96.8 119.1
Property cost index (per TEU) 100 92.9 86.6 92.9
Other-costs index (per TEU) 100 73.8 126.2 88.8

Melbourne
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 100.3 81.1 84.6
Equipment cost index (per TEU) 100 105.9 101.3 131.6
Property cost index (per TEU) 100 147.7 133.5 163.5
Other-costs index (per TEU) 100 102.7 231.6 127.4

Fremantle
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 111.4 100.2 79.9
Equipment cost index (per TEU) 100 126.7 115.7 94.7
Property cost index (per TEU) 100 75.3 115.9 90.8
Other-costs index (per TEU) 100 99.6 151.6 121.7

National
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 102.1 78.3 84.1
Equipment cost index (per TEU) 100 102.2 103.2 120.3
Property cost index (per TEU) 100 109.9 103.5 117.1
Other-costs index (per TEU) 100 89.7 163.6 109.6
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2.4.3 P&O Ports’ restructuring

Labour restructuring of P&O Ports was finally implemented with the completion of 
negotiations for the Melbourne (West Swanson) EBA in early August 1999. P&O Ports 
negotiated a 34 per cent reduction in its permanent workforce with the Maritime Union 
of Australia across all its operations including its container terminals in a series of 26 
separate agreements. Initially, this resulted in a fall in productivity and loss of skills. 
This in tum exacerbated the congestion problems experienced by Sydney (CTAL) 
terminal in the second half of 1999. P&O suggested that these problems were corrected 
in the January-June 2000 monitoring period.

As shown in table 2.8 labour costs at P&O Ports fell quite significantly during the 
6 months to December 1999.

P&O Ports believes that a series of record crane performances in the first few months 
of 2000 show that its new enterprise agreements with the Maritime Union of Australia 
(MUA) have finally begun to show results. A major plank of P&O’s negotiations had 
been to replace full-time employees with ones on more flexible, casual hours. The 
strategy has been adjusted in practice. It is understood that many more casuals than 
originally intended have been hired at CTAL (DCN, January 2000).

According to the company, labour productivity and savings are expected after the new 
enterprise agreement is introduced in mid- to late-1999. However, the company 
maintains that because of the low volume in the first half of 2000 and the fixed labour 
cost element, the full benefit as measured by stevedoring labour per TEU has not yet 
been realised.

2.4.4 P&O Ports’ conclusion

For P&O Ports as a whole, container revenues per TEU show a downward trend over 
the monitored period. The decline in costs occurring in the 6-month period up to 
December 1999 resulted from labour market reforms and from P&O implementing 
their new enterprise bargaining agreement. This led to an improvement in profit 
margins. Due to throughput reductions the cost declines were not sustained in the 
6-month period to June 2000. P&O Ports experienced increases in average property 
costs, rates, rents and taxes at all terminals in the 6 months to June 2000. The increase 
in profit margins was reversed and net profits per TEU were, for the 6 month period up 
to June 2000, slightly above those for the base period. There is no evidence that the 
company has passed the industry levy on to its customers.

2.5 Sea-Land (Australia) Terminals Pty Ltd

Table 2.9 shows indexes of average container specific revenue, costs and margins per 
TEU for the Sea-Land terminal at Port Adelaide and overall for the stevedoring 
company. The costs, margins and throughput of the Sea-Land terminal at Brisbane 
reached some form of‘normalcy’ during the 6 months to December 1999. The national

18 P&O Ports enters the new era very slowly LLDCN August 20 1999 p. 3.
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figures for Sea-Land presented in table 2.9 are an amalgamation of those for the Sea- 
Land terminal operations at Fisherman Islands (Brisbane) and at Port Adelaide. Indexes 
for the former are not presented separately.

Average revenue per TEU and costs per TEU at the national level appear to be 
relatively ‘stable’ during the 6 months to June 2000 compared with the earlier 6 
months. At the national level, there is some improvement in the profit margins (per 
TEU) relative to those for the base period in January 1999. This partly reflects the 
establishment of Brisbane as an operation terminal over the monitoring period with 
costs being distributed over a larger throughput.

For the Sea-Land Company, average revenue per TEU increased during the 6 months to 
December 1999 relative to that of the previous five months. Average revenue per TEU 
for the Adelaide terminal increased for the second consecutive period. Similarly, 
container-stevedoring revenue per TEU increased marginally in the 6 months to 
June 2000 at the national level. Flowever, average revenue per TEU for the Adelaide 
terminal decreased relative to the previous 6 months.

Container-specific stevedoring costs per TEU increased at the Adelaide terminal in the 
periods July-December 1999 and January-June 2000. Labour costs increased in the 6 
months to December 1999 relative to the previous five-month period in the national or 
company-wide figures. Moreover, Sea-Land experienced increases in equipment costs, 
rates and rents, taxes and overheads at the Adelaide terminal during the same period.

In the 6 months to June 2000, average labour costs increased but decreased marginally 
at the national or company-wide level. At the Adelaide terminal during the same period 
Sea-Land experienced increases in equipment costs, rates, rents, taxes and overheads.

The profit margin fluctuated considerably in Adelaide during the monitoring period. 
The revenue increase per TEU for the December 99 period was reduced in the next 6 
months. This coincided with a significant increase in cost per TEU at Adelaide. Profit 
margins fell considerably during this period as did net profit per TEU.
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Table 2.9 Sea-Land index of container revenue, costs and profit (Nov 98-Jan 
99 = 100) Jan 99 = Nov 98-Jan 99; Jun 99 = Feb 99-Jun 99; Dec 99 
= July 99-Dec 99

Adelaide
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 103.5 126.7 122.9
Costs (per TEU) 100 112.7 135.7 143.8
Profit margin (per TEU) 100 27.8 52.6 -48.0
Net profit (per TEU)19 100 34.9 92.5 -36.7

National *
Jan 99 Jun 99 Dec 99 Jun 00

Revenue (per TEU) 100 101.1 114.1 115.2
Costs (per TEU) 100 100.7 104.1 104.2
Profit margin (per TEU) -100 -97.7 -15.3 -6.7
Net profit (per TEU) 100 -89.8 10.8 -29.9

* National includes Port Adelaide and Brisbane

Table 2.10 Sea-Land trends in terminal unit costs components

Adelaide
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 109.7 126.7 132.7
Equipment cost index (per TEU) 100 117.6 168.5 199.1
Property cost index (per TEU) 100 94.0 119.0 88.0
Other-costs index (per TEU) 100 73.7 113.6 117.2

National *
Jan 99 Jun 99 Dec 99 Jun 00

Labour cost index (per TEU) 100 101.9 99.7 99.5
Equipment cost index (per TEU) 100 102.5 110.3 123.7
Property cost index (per TEU) 100 86.8 92.9 89.5
Other-costs index (per TEU) 100 74.7 97.7 96.1

* National includes Port Adelaide and Brisbane

19 Net profit is (total revenue - total costs) + other income
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3. Survey of Customers

Although the monitoring program focused primarily on information on prices, costs 
and profits provided by the stevedores the Commission also sent out a survey to a 
number of users of stevedoring services. This small survey is an attempt to present the 
views of both shippers and shipping lines on issues of reliability and charges.20

3.1 Survey findings: reliability

3.1.1 Shipping lines

Surveyed shipping lines rate the reliability of stevedoring services from poor to 
excellent and the majority of lines indicate that reliability had improved to June 2000. 
Significantly, none of the lines considered that stevedoring reliability had fallen. Most 
of the lines consider that turnaround times had improved.

3.2.2 Shippers

The great majority of survey respondents did not consider that the quality of the range 
of activities at stevedoring terminals changed to June 2000. A few considered that the 
quality of stevedoring services in all key criteria had improved. However, a discernible 
minority indicated specific problems.

Responses to the question about the overall reliability of stevedoring services indicate 
that more than half of the respondents believed they are satisfactory and a further 
quarter rated them as good. A small number stated that stevedoring services are poor, 
while no respondents used the extreme categories of very poor or excellent to rate 
stevedoring services. Most respondents indicated there had been no change in 
stevedoring reliability to June 2000, while those that noted either marginal 
improvements or marginal deterioration in reliability are evenly split.

3.2 Survey findings: charges

Most surveyed shippers stated that terminal handling charges (THCs) for imports had 
increased to June 2000. However, only one of the large shippers claimed that THCs 
had significantly increased in April 2000. THC’s are imposed by shipping companies 
on shippers to recover stevedoring charges. They are not levied by the stevedore.

Findings on freight rates for exported goods indicate that nearly all the survey 
respondents stated that freight rates had increased, with a significant minority claiming 
they had increased significantly. The major factors cited by shippers were the rate-

in the initial survey the representative peak and secondary bodies were used to contact exporters. Some of 
these shipper bodies were more successful than others. As a result South Australian companies are over 
represented. Although many of the shippers were South Australian based they had dealings in a range of 
ports in Australia. It has not been possible to negate this effect with additional survey responses.
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restoration programs of the major conference groupings on Australian trades and the 
increases in currency-adjustment factors (CAPS) and bunker-adjustment factors 
(BAFS) because of a weaker Australian dollar and rising oil prices. Consequently none 
of the recipients believed that increased rates were due to movements in stevedoring 
charges.

Shippers were evenly split in their response to movements in ancillary charges (such as 
storage). However, very few shippers claimed ancillary charges had increased 
significantly. Of those that noted that ancillary charges had increased, the major factors 
attributed by them to the increase were increasing stringency by both shipping lines and 
stevedores in enforcing storage and delay charges, rather than an increase in charges 
per se.

For most shipping lines no change in their stevedoring rates occurred because their 
current contracts are not due for renegotiation. For a minority that renegotiated their 
contracts stevedoring charges decreased.

3.3 Survey Conclusion

While freight rates and other ancillary charges increased there is no evidence that 
stevedoring charges increased during the monitoring period. Rather, for those lines 
where contract renegotiations occurred, stevedoring rates decreased.

Notably, shipping lines were less likely to criticise reliability and efficiency of 
stevedoring services than the shippers themselves. However, there is little evidence of a 
backward movement in either reliability and efficiency for stevedoring services in 
Australia over the monitored period. The survey indicates that shippers did not see 
major improvements in reliability and efficiency over the period. However, shipping 
companies did note that reliability had improved as had turnaround times.
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4. Conclusion

Stevedoring in Australia was previously subject to price monitoring between 1991 and 
1995 by the PSA. The present program began in February 1999 and is being conducted 
by the Commission to provide information on the progress of waterfront reform and the 
absorption of the stevedoring levy by stevedores. The levy is expected to be in place for 
some years. The initial report sets up the monitoring methodology and provides some 
early findings.

A year has now elapsed since these early findings. However in this period P&O Ports 
completed their own major labour force restructuring. Industry restructuring at P&O 
was completed with the negotiation of the final EBA for West Swanson in August 
1999. The company negotiated a 34 per cent reduction in its permanent workforce with 
the Maritime Union of Australia across all its operations including its container 
terminals in a series of 26 separate agreements.

The immediate effect on P&O’s operations was a major reduction in labour costs. The 
implementation stage of these new agreements was problematic and as a result P&O 
had some difficulty in fulfilling its contracts and subsequently sub-contacted work to 
Patrick. Patrick at that time was already experiencing a significant increase in 
throughput. The increase in throughput results from both trade expansion as well as 
seasonal factors.

These circumstances had a major impact on the figures for the monitoring period July- 
December 1999. P&O Ports’ costs per TEU were significantly lower as a result of 
labour shedding while Patrick’s costs per TEU were significantly reduced as a result of 
throughput increases. For the industry as a whole average costs per TEU reduced from 
$161-$ 145 (by around 10 per cent). At the same time there was a reduction in industry 
wide average revenue per TEU.

In the following six months (ending June 2000) a new set of circumstances came into 
play. Average revenue per TEU continued to fall. However, average costs increased 
slightly with a consequent significant reduction in margins.

While Sea-Land’s Adelaide terminal experienced a considerable increase in revenue 
per TEU throughout the monitoring period, margins fluctuated widely during this time 
and have been well below those of the base period.

This monitoring report shows container stevedoring in Australia during a period of 
transition at a time when revenue per TEU has fallen and, more recently, when there 
have been marked increases in productivity.

The stevedore levy represents a cost to the stevedores. The Government, in adopting 
the levy system, was concerned that the levy should not be passed through to users in 
the form of higher stevedoring charges. The information from the ACCC monitoring 
program indicates that charges in the form of average revenue per TEU have decreased 
over the current monitoring period. The cost of the levy appears to have been offset 
against other cost savings achieved by Patrick and P&O Ports.

Looking at the historical data (see table 2.1) average margins per TEU have been 
significantly higher over the past few years than they were in the first half of the 1990s.
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Appendix A: 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 B: Customer survey questionnaire

SURVEY OF SHIPPER BODIES — JULY 2000

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 over the 
period July 1999 to June 2000.

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 services used.

Typical types of cargo shipped, (ie container, ro ro, 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?
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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 service 
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?

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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SURVEY OF SHIPPING LINES — JULY 2000

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 your company’s 
experience of the price and quality of container stevedoring services over the period 
July 1999 to June 2000. Please complete the survey by cob Wednesday 12 July. 
Thank you for your cooperation.

YOUR COMPANY YOUR NAME & POSITION TELEPHONE NUMBER

1. So that we are aware of your customer segment please provide details of the 
nature of your business and of stevedoring services used.

Size of fleet, (ie approximate number and size of ships berthing at Australian terminals 
and frequency of visits, in broad aggregates)

Types of cargo shipped, (ie container, dry bulk, break-bulk) and for containerised cargo 
the mix of container sizes (twenty/forty foot).

Stevedores and terminals used.
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Length of existing contracts with shipping lines (when signed/when expire).

Capacity to renegotiate within existing contracts.

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 stevedoring 
services.

2. Have container stevedoring charges incurred by your company over the last six 
months:

Please tick one Details
Raised significantly

Raised marginally

Not changed

Fallen marginally

Fallen significantly

c) 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. How would you describe the overall reliability of container stevedoring services 
on Australian wharves?

Please tick one Comments
Excellent

Good

Satisfactory

Poor

Very poor

4. In the past six months would you say that the overall reliability of container 
stevedoring services has:

OPlease tick one Details
Improved
significantly
Improved marginally

Not changed

Deteriorated
marginally
Deteriorated
significantly

5. How would you describe turnaround times on Australian wharves?

Please tick one Comments
Excellent

Good

Satisfactory

Poor

Very poor
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6. In the past six months would you say that turnaround times have:

Please tick one Details
Improved
significantly
Improved marginally

Not changed

Deteriorated
marginally
Deteriorated
significantly

7. 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 service 
provided has improved or deteriorated this would be an indirect price effect.

Considering container stevedoring services employed by your company, have 
there been any changes in indirect price features over the last six months?

Please tick one

FEATURE Improved No Change Worse Comments

Average port times 
(ship times at berth)

Frequency delays

Certainty of departure 
times

Cargo dwell times

Other

8. How would you rate the performance of container stevedoring services at 
Australian ports in comparison with their overseas counterparts on the 
following characteristics? Please circle the appropriate number, from 1 to 5.

Significantly
better

Marginally
better

No different Marginally
worse

Significantly
worse

Price 5 4 3 2 1
Timeliness 5 4 3 2 1
Reliability 5 4 3 2 1
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a) Comments

9. Have changes in the productivity of container stevedoring operations over the 
last six months impacted on operating costs of your business beyond any direct 
price effects? (eg shorter transit times, reduced frequency delay).

10. Other comments
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Commission Offices

ACT (national office)
470 Northboume Avenue
DICKSON ACT 2602
PO Box 1199
DICKSON ACT 2602
Tel: (02) 6243 1111
Fax: (02) 6243 1199
Email: cbrcompl@accc.gov.au
New South Wales
Level 5, Sky gardens
77 Castlereagh Street
SYDNEY NSW 2000
GPO Box 3648
SYDNEY NSW 1044
Tel: (02) 9230 9133
Fax: (02) 9223 1092
Email: sydcompl@accc.gov.au
Tamworth
39 Kable Avenue
TAMWORTH NSW 2340
PO Box 2071
TAMWORTH NSW 2340
Tel: (02) 6761 2000
Fax: (02)6761 2445
Email: tamworth@accc.gov.au
Victoria
Level 35, The Tower 
Melbourne Central 
360 Elizabeth Street 
MELBOURNE VIC 3000 
GPO Box 520J 
MELBOURNE VIC 3001 
Tel: (03) 9290 1800 
Fax: (03) 9663 3699 
Email: melvcompl@accc.gov.au

Queensland
AAMI Building 
500 Queen Street 
BRISBANE QLD 4000
PO Box 10048
Adelaide Street Post Office
BRISBANE QLD 4000
Tel: (07) 3835 4666
Fax: (07) 3832 0372
Email: bnecompl@accc.gov.au
North Queensland 
Level 6
Commonwealth Bank Building 
Flinders Mall
TOWNSVILLE QLD 4810 
PO Box 2016
TOWNSVILLE QLD 4810
Tel: (07) 4729 2666
Fax: (07)4721 1538
Email: inquines.townsville@accc.gov.au
South Australia
ANZ House
13 Grenfell Street
ADELAIDE SA 5000
GPO Box 922
ADELAIDE SA 5001
Tel: (08) 8205 4242
Fax: (08) 8410 4155
Email: adlcompl@accc.gov.au
Western Australia
Level 3, East Point Plaza
233 Adelaide Terrace
PERTH WA 6000
PO Box 6381
EAST PERTH WA 6892
Tel: (08) 9325 3622
Fax: (08) 9325 5976
Email: percompl@accc.gov.au
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Tasmania
3rd Floor
AMP House
86 Collins Street
HOBART TAS 7000
PO Box 1210
HOBART TAS 7001
Tel: (03) 6215 9333
Fax: (03) 6234 7796
Email: hbtcompl@accc.gov.au

Northern Territory
Level 8
National Mutual Centre
9-11 Cavenagh St
DARWIN NT 0800
GPO Box 3056
DARWIN NT 0801
Tel: (08) 8946 9666
Fax: (08) 8946 9600
Email: dwncompl@acccigov.au
ACCC Internet website
http://www. accc.gov.au
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