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Executive Summary

The 2007 Victorian Transport and Logistics Industry Report
brings together for the rst time statistics about this large
and essential industry.

A vital, ef cient and adaptable Transport and Logistics
(T&L) industry is essential for improved productivity
performance and economic growth in all industries in
every country. This is particularly true for Australia, where
distance can impose signi cant additional economic costs
for companies competing in global markets.

CONTRIBUTION TO THE VICTORIAN ECONOMY

The T&L supply chain industry plays a major role in the
Victorian economy, and is more signi cant in size and
value than previously understood. The Australian Bureau
of Statistics (ABS) underestimates the T&L industry

by only measuring wholesale trade, and transport and
storage activities. This de nition does not incorporate

all supply chain activities in the economy.

Recent research commissioned by the Victorian Government
indicates the T&L industry actually contributes 14.7 per cent
to gross state product (GSP) and is responsible for 334,000
jobs rather than ABS estimates of 8.9 per cent GSP and
238,000 jobs.

GROWTH

The Victorian T&L industry is growing at a faster rate than the
national average, driven by the combination of globalization
and continuing national economic growth. In 2005-2006,
the Victorian T&L sector growth rate exceeded the national
growth rate by 0.9 percentage points.

The volume of air, sea and road freight has increased

by 5 per cent per annum since 1995, and rail freight by almost
10 per cent. The Victorian freight task is expected to double
between 2000 and 2020.

Victoria has both the lowest-cost container port in Australia
and the lowest airport costs in Australasia.

INVESTMENT

Victorian investment in T&L infrastructure has mirrored
growth in the freight task, and has grown faster than in any
other state in recent years.

The Victorian T&L industry  particularly the wholesale trade
sector is strong in research and development (R&D).
Wholesale trade alone invested $129.9 million in R&D in
2004-2005, and a higher proportion of Victorian businesses
in wholesale trade are innovative, compared with other states.

EMPLOYMENT

Employment in T&L has grown steadily over the last ve
years and is at a ten-year high. The expansion of the freight
task has resulted in a new professionalism to ensure supply
chain competitiveness in global markets. Challenges facing
the industry include an ageing workforce and skills shortages
which are being addressed through active education, training
and recruitment strategies.

PRODUCTIVITY

Restructuring is substantially increasing productivity through
the growth of third and fourth party logistics providers, greater
ICT uptake, and increased transport vehicle capacity.

A notable feature of Victorias T&L industry is the existence
of specialized, vertically-integrated freight services providers.
Many companies now contract these third and fourth party
logistics providers for single point, whole of supply chain
management services.

Productivity increased signi cantly between 1995 and

2006 through the adoption of new technologies and
handling methods. Freight volumes grew by 50 per cent but
employment was steady, increasing by only 0.3 per cent.

T&L companies across Victoria strive to achieve higher
productivity and lower costs through innovations across
all supply chain functions and transport modes.
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SEA FREIGHT

The Port of Melbourne is the lowest-cost international
container port in Australia, giving Victoria a signi cant
competitive advantage over other states.

The Port of Melbourne is the dominant Australian

container port in the global shipping network. It handles

over two million TEUs of freight per annum (37 per cent of the
national container total), receives more than 3,500 shipping
visits from over 40 shipping lines servicing 300 international
ports, employs 18,000 people and contributes $5.4 billion to
the Australian economy.

Total trade passing through Victoria s seaports, including
the Ports of Melbourne, Geelong, Hastings and Portland,
represents almost 40 per cent of the total value of all of
Australia s maritime-based trade, but only ve per cent
by volume.

AIR FREIGHT

Melbourne Airport has the lowest airport costs in

Australasia and is a major hub in the national airfreight
network. It contributes about $536 million to GSP and creates
employment for more than 10,000 people. More than $3.5
billion of trade passed through Melbourne Airport in the
2005-2006 nancial year. The airport operates 24 hours a day
seven days a week, offering airlines the exibility to schedule
their arrivals and departures to suit overseas airports.

Australian air freight accounts for only 0.1 per cent of total
Australian trade in tonnes but 25 per cent by value. It handles
35 per cent of the nation s international and 30 per cent of

its domestic airfreight, most of which is carried on

passenger aircraft.

ROAD FREIGHT

The largest share of Victoria s freight task is carried by
road. Victoria s road freight is predominantly non-bulk
which accounts for approximately 86 per cent of all
freight movements.

Over the last 10 years, Victoria s road freight task has
increased substantially. Currently, the task is growing at
5 per cent per annum and is forecast to double by 2020.

The growth in international trade and the resulting traf ¢

to and from ports will place pressure on the state s roads.
Governments are looking increasingly at rail-to-port and other
inter-modal terminal strategies to increase rail s share of the
freight task.

RAIL FREIGHT

Melbourne is the centre of Victoria s rail network which
radiates outwards on standard and broad gauge rail lines
from the major freight terminals of South Dynon and Dynon,
and connects to the Port of Melbourne.

Interstate rail services on standard gauge rail lines operate
between Melbourne, Brisbane, Sydney, Adelaide and Perth.
The Melbourne Perth service has the greatest freight share
at 80 per cent.

Rail freight within Victoria, which mainly relies on broad gauge
rail lines, has declined steadily but overall, the rail freight

task is increasing as this decline is offset by an increase in
interstate freight.

VICTORIA S COMPETITIVE ADVANTAGE

Steady improvements in Victorias T&L capability are
enhancing the advantages that come from Victoria s
geographic location as a natural hub for interstate transport
and distribution.

As well as serving the Victorian economy, the state s freight
networks and its air and sea ports are key components in a
national and international T&L system.

Further, the T&L industry across all modes and supply chain
activities is contributing to Victoria s growing economic
competitiveness and this report indicates the trend is likely
to continue over the coming decade.
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1.0 Introduction

This report on Victoria s Transport and Logistics Supply 1. Partnerships
Chain Industry brings together relevant analyses from diverse
industry sectors to give policy makers and businesses a
concise and authoritative basis on which to support policy
and investment decisions. It re ects the contemporary
practice of regarding T&L as critical components in holistic
supply chains. Viewing T&L this way rather than as discrete
industry sectors highlights its full economic signi cance to
the state. Analysis is based on both publicly available sources
like the ABS and the Bureau of Transport and Regional
Economics (BTRE) as well as data gathered by relevant
Victorian Government departments and authorities. Other initiatives of the partnership have included the Business
Activity Harmonization Study into sea freight logistics chain
operations of the Port of Melbourne, the Transport Company
Benchmarking Study to promote T&L business systems

ef ciency, and Careers in TDL to encourage school leavers

to consider a career in the industry.

N

. Business organizational and information and
communication technology (ICT) systems

. Education and training
. Supply chain ef ciencies
. Government and regulation

. Marketing and promotion

~N o o b~ W

A national T&L agenda.

The report explores the contribution T&L makes to Victoria
through trade, jobs and investment, and shows that the

T& L industry makes a major contribution to the State s
economy. It includes an examination of sea, air, road and rail
transport, aspects of their supply chain networks and

the major freight tasks they undertake. Many more such initiatives will be introduced to sustain
Victoria s pre-eminent role in T&L, and the information

The report complements important recent work undertaken R i o
contained in this report will assist in that endeavour.

by the Victorian T&L Industry-Government Partnership to help
investors and the community understand the importance

of T&L to the Victorian economy, assist in its further
development and address its skills needs. This includes the
release of the Victorian Supply Chain Excellence Action Plan
2006 2009, which aims to strengthen Victoria s T&L industry
and supply chains by setting out objectives, projects and
speci ¢ action required in the following areas:
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2.0 Victoria s competitive advantages
In the global business environment

The rapid expansion of global trade of the last two decades
has increased the importance of ef cient transport and
logistics to the Victorian economy. Globalization has
stimulated a revolution in global transportation systems and
practices. It has reduced costs and exposed enterprises
previously protected by trade boundaries to intensi ed levels
of competition.

This creates challenges and opportunities for businesses
in Australia, where large distances, low population and
the concentration of settiements on the coastal fringes
make transport costs a signi cant potential obstacle to
competitiveness.

In Victoria, the ef ciency, vitality and adaptability of T&L are
essential for improved productivity and economic growth
across all industries.

Advanced T&L services encourage Victorian businesses to:

compete in the global market for high value,
time-sensitive exports

receive and distribute components just in time for
manufacturing enterprises

track and trace products along the entire supply chain,
alleviating concerns about bio-terrorism and food security

provide timely and effective logistics support for
automotive products manufactured in Melbourne and sold
to global markets

export perishable products needing quality assured,
temperature controlled environments

import valuable and hazardous chemicals as raw material
for plastics and chemical production.

Victoria s transport infrastructure and T&L services have
always been a competitive advantage for the State.

Victoria has particular advantages for T&L
companies, including:

a supply of affordable, strategically located land with
access to intrastate, interstate and international T&L
networks. Freight owners and distributers and T&L service
providers have space to expand their existing operations
or develop new ones

being a hub in Australia s transport services network,
which means all major domestic and international markets
can be reached quickly and at low cost

a high take-up rate of new technologies and business
processes to improve productivity and competitiveness

signi cant domestic demand for T&L services from its
large population and its manufacturing base

having Melbourne as the largest manufacturing centre in

Australia and north east Victoria as a productive food bowl.

T&L activities have established in clusters around Victorias
manufacturing, retail and export industries. This provides
economies of scale to reduce unit costs and lower Victorian
freight prices. It also extends the scope of T&L services
through niche and specialist functions. The T&L clusters
are located in metropolitan Melbourne in the west, north
and south east, and in regional Victoria including Mildura,
Wodonga, Shepparton, Gippsland and Portland.

Victorian Transport & Logistics Industry Report
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2.0 Victoria s competitive advantages
In the global business environment coninuea

This set of advantages has enabled Victoria to attract trade
beyond the state s boundaries and interstate and foreign
direct investment to its T&L industry.

Figure 1: Victoria as the hub of Australia s
transport networks

Northern
Territory

Queensland
Western
Australia

Brisbane
South

Australia

New South Wales
Perth

Source: Invest Victoria, About Melbourne webpage invest.vic.gov.au

2.1 Victoria s specialist
T&L services providers

The pressure for continued improvements in the freight
industry has led to the rise in Victoria of a number of
specialized, vertically-integrated freight providers, known
as third and fourth party logistics providers, which many
companies have now contracted as single-point
logistics operators.

These providers possess comprehensive and detailed
information on the total transport costs associated with
each mode of transport. This integration has changed the
traditional relationships among T&L companies and their
customers and competitors.

2.2 Victoria a hub for
interstate T&L networks

Victoria s airports and sea ports operate as freight hubs in
interstate T&L networks. They connect with networks in
South Australia, New South Wales and Tasmania and
support domestic and international freight movements to
and from customers in those states. For example, rice from
New South Wales is shipped through the Port of Melbourne
and the Victorian network handles wine, citrus, meat and
automotive parts from South Australia. Approximately half
of South Australia s international container freight, consisting
mainly of high value wine and agricultural products, currently
moves via Melbourne.

7
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3.0 Contribution to
Victoria s economy

The T&L industry is a major component of the supply chain
system. Supply chains are the complex sequence of routes,
actions, links and relationships through which materials,
products and services are moved. Supply chains involve the
infrastructure and physical movement of freight; alliances,
logistics, and the electronic and documentary transactions
that authorize custodial transfers and payments between
parties. Transport, warehousing, logistics services and even
the return and recycling of goods (sometimes referred to as
reverse logistics) are all part of holistic supply chains.

T&L makes a signi cant contribution to the Victorian
economy. According to the ABS, the industry and its
associated supply chain services currently contribute
$21 billion to GSP. The T&L industry is limited to two main
sectors wholesale trade and transport and storage. The
wholesale trade share of the T&L industry is 82 per cent
and the transport and storage sector is 18 per cent.

The direct sectors of transport, storage and wholesale trade
comprise 9 per cent of GSP (as identi ed in the national
accounts). Signi cantly, transport and logistics are also
important elements of many other industries. Additional
sectors that can be included in the supply chain, but are

not part of the ABS T&L de nition, include retail storage,
customs operations, freight insurance, manufacturing and
retail inventory, agriculture, mining and military logistics as well
as administrative functions involving purchasing, planning,
transport and warehousing and customer service. Research
conducted by the Victorian Government using a broad

de nition of T&L activities across the Victorian economy,
estimates the activity at 14.7 per cent of GSP and

is responsible for 334,000 jobs, making the T&L industry
much larger and more economically signi cant than
previously thought.

Victorian ports and airports are particularly signi cant hubs

in the national transport system. The trade passing through
Victoria s seaports is valued at over $75 billion and represents
almost 40 per cent of the total value of all Australia s maritime-
based trade.

The Port of Melbourne is the dominant Australian port in
the global network of containerised trade. It is a port of call
for ships operating from North Asia and Europe. Over 40
shipping lines are represented in the Port of Melbourne,
contributing to 3,542 vessel calls serving 300 ports across
the globe.

Figure 2: Container shipping routes and volumes
from Victoria 2004 05

Region figures
TEU from Victoria - TEU to Victoria

LEGEND

North America

North Asia
355,000 297,000

Africa
10,000 20,000
Pacific South America
12,000 20,000 7,000 4,000

South East Asia
103,000 135,000

New Zealand
62,000 102,000

= Pendulum East Coast USA and European imports
to Australia (Maersk, Hapag Lloyd, CMA, others)

= South East Asian Services (Tranship over Singapore)

—— North East Asian Services
East of Suez Service to and from Europe

(MSC, CMA, Hapag Lloyd, others ~— West Coast America (Hamburg, Sud, Maersk/MSC)

Source: Meyricks and Associates 2006

Melbourne Airport is Victoria s main airfreight hub.

It contributes about $536 million to GSP and some
10,000 jobs. More than $3.5 billion of trade passed
through Melbourne Airport in the 2005-2006 nancial year.

Victorian Transport & Logistics Industry Report 8



3.0 Contribution to
Victoria s economy coninuea

3.1 T&L industry growth

Victorias T&L industry is growing at a faster rate than the
national average, driven by the combination of globalization
and continuing national economic growth.

Over the last decade Victoria s growth rate has exceeded
national growth by an increasing margin.

Figure 3 shows the ve-year average growth of the Victorian
T&L industry compared with the national average for the
years 1996, 2001 and 2006.

Figure 3: Victoria s T&L industry growth compared
with the national average
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Source: ABS, Cat No. 5204.0 National accounts and 5220.0 State accounts,
June 2006. (Data for the combined transport and wholesale trade sectors
includes passenger transport.)

Figure 4 shows that, in the 2005-2006 nancial year,
the Victorian T&L sector growth rate was highest of all
of the states and exceeded the national growth rate by
0.9 percentage points.

Figure 4: Percentage change in T&L contribution to
GSP and GDP ( nancial year 2005-2006)
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Source: ABS Cat No. 5204.0 National accounts and 5220.0 State accounts,
June 2006. (Data for the combined transport and wholesale trade sectors includes
passenger transport.)

3.2 Growth in international trade

According to the Port of Melbourne Corporation, international
trade passing through Victorian ports has more than doubled
in the past decade.

One of the major reasons for this is Australia s increasing
demand for low-cost manufactured goods, which has led to
a dramatic rise in imported merchandise, especially from
China. This increase in imports is forcing the transport
industry to develop high-volume supply chains. The growth
in imported goods has had a corresponding ow-on to

the distribution and warehousing sectors. It has caused a
signi cant rise in the volumes of freight carried on urban
networks and interstate rail, changes in the direction and
nature of the transport chains and increased container
movements in Victoria.

Another reason is the shift in the state s manufacturing
industry to value-added product, which is making transport
and logistics even more signi cant for just in time delivery and
reduced inventory costs.

Victorian Transport & Logistics Industry Report



Table 1: Victorian freight task 1996-2005

Freight

Units Tonnes (000) Tonnes (milion)  Tonne
kilometres
(billion)

1996 156 29.6 239

2005 235 46.8 36.6

Change 51% 58% 54%

96- 05

Growth 5% 5% 5%

Source: Meyricks and Associates 2006

3.3 Freight growth

The volume of freight handled by the Victorian T&L network
has grown by 5 per cent per annum since 1995 by air, sea
and road, and almost 10 per cent by rail. The highest level of
growth in Victorian freight was on the interstate rail network.
After a stagnant period in the 1980s and early 1990s, growth
was strongest on the Melbourne to Perth route, illustrating the
comparative strength gained from running long trains over
large distances on long-haul routes.

Table 1 shows Victorian freight by mode. The greatest
increase in the last ten years has been in rail freight. This
is despite a reduction in intrastate rail freight caused by
the drought-related reduction in agricultural exports in
recent years.

Interstate rail

Gross tonne
kilometres
(billion)

9.0
19.0
111%

9%

Intrastate rail

Gross tonne
kilometres
(billion)

170
136
-20%

-2%

Total rail

Gross tonne
kilometres

(billion)
11.0
20.4
85%

%

Figure 5: Change in the Victorian Freight task

by Mode 1996 2005

The percentage change in freight by mode is further
illustrated in Figure 5.

1.2,

0.8

0.6

0.4

0.2

-0.24

B B .
-_-_-_-_-i

Victorian Freight Task
% Change '96-‘05 by Mode

Air Road

Sea Total Rail

Source: Meyricks and Associates 2006

Interstate

Intrastate
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3.0 Contribution to
Victoria s economy coninuea

3.4 Future growth

The Victorian freight task on average is expected to double
between 2000 and 2020, as detailed in the National Transport
Commission s report Twice the Task: a Review of Australias
Freight Transport Tasks, however, in some sectors, freight
growth will be more rapid.

A direct effect of increasing freight volumes has been an
increase in the size of transport vehicles and rolling stock,
for example:

truck lengths and load carrying capacity have increased,
B-doubles are becoming common in urban areas and
road trains operate across Australia s remote areas. The
National Transport Commission claims performance-
based standards for road vehicles will increase the
productivity of the road freight industry and are necessary
for carrying the increased freight task

maximum interstate train lengths have increased from
1,200 to 1,800 metres on major routes and containers can
now be stacked where conditions permit

ships operating in Victorian ports, especially grain and
container ships, are larger. Ship owners are reducing their
costs by taking advantage of these economies of scale.

The large increases in freight volumes handled by
Victoria s freight networks in recent years are expected
to continue, leading to further increased demand for
infrastructure investment.

3.5 Investment in
T&L infrastructure

Public and private investment in Victorian T&L has grown
signi cantly over recent years. The increase in expenditure
on infrastructure (measured by the value of the completed
construction of xed assets in the T&L industry) has broadly
followed the increase in the freight task. Figure 6 shows a
comparison of expenditure on T&L construction between
Victoria, New South Wales and Queensland. Victorian
expenditure has grown faster than the other states, with
particularly strong growth from 2004 to 2006.

Figure 6: Annual expenditure in T&L construction
by state 2002- 2006
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Source: ABS, Cat No. 8520.0, June 2006
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Victoria s high level of expenditure on wholesale trade
infrastructure re ects its large population and its role as
Australia s freight hub. Victoria maintains a wholesale
storage capacity that is suf cient for the distribution of
goods across Australia.

Figure 7: Annual expenditure in warehouse construction
by state 2002- 2006
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250

200 A
150

100 |

50 |

2002 2003 2004 2005 2006
Source: ABS, Cat No. 8520.0, June 2006

Victoria has enjoyed signi cant growth in investment in
storage infrastructure since the beginning of 2004 and steady
growth in expenditure on xed transport since 2003.

Figure 8: Annual expenditure on transport and storage
construction by state 2002 2006
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3.6 Foreign direct investment

Victoria shares with New South Wales top place in Australia
as a destination for Foreign Direct Investment (FDI). 29 per
cent of the Nation s T&L projects occurred in Victoria during
the last ve years.

Figure 9: National FDI in T&L industry by state
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3.7 Research, development
and innovation

Innovation throughout the supply chain is essential to
maintaining Victoria s reputation as a niche supplier of goods
and services in the local and global market place.

One factor in Victoria s competitive advantage is its high take
up rate of new technologies and business processes. This
high innovation propensity enables the industry to provide
tailored solutions to local and overseas markets.

Victoria s wholesale trade sector is particularly strong in
innovation and research and development (R&D) expenditure.

A higher proportion of businesses in wholesale trade is
innovative than in any other industry in Victoria. 53 per cent of
wholesale trade businesses were innovative according to the
ABS 2005 survey. Innovation was more prevalent in Victoria
than in any other state or territory bar the ACT.

Victorian Transport & Logistics Industry Report 12



3.0 Contribution to
Victoria s economy coninuea

Table 2: R&D expenditure by state 2004-2005

Victoria NSW Queensland
$m $m $m
Wholesale trade 129.9 2154 324
Transport and storage* n.p. 373 n.p.
Total T&L industry >129.9 252.7 >32.4
Total state business R&D 2405.0 31570 1037.2
State T&L sector share of state business R&D >5.4% 8.0% >31%
* not published due to con dentiality concerns.
Source: ABS (2006), catalogue no. 8104.0
The wholesale trade sector invests heavily in R&D. In 2004- 3.8 Em ploym ent and
2005 expenditure was $129.9 million, greater than for the . .
Food, Beverage and Tobacco Manufacturing or Finance and S kl I IS In T& I—

Insurance industries. This expenditure accounted for 5.4 per
cent of business R&D in Victoria.

The T&L industry employs 238,000 people in Victoria which
is 6 per cent of total state employment. The logistics sector

As Table 2 shows, the wholesale trade sector was a major (which is the ABS wholesale trade category) employs 122,000
R&D performer in each of the eastern states, with Victorian people. The transport sector (which is the ABS transport
investment mid way between NSW and Queensland. and storage category) employs 116,000, half of which are

N . . ) employed in road transport.
This high innovation propensity enables the industry to

provided tailored solutions to local and overseas markets. According to the ABS Labour Force Survey, Victorian
Victoria has expertise in international standards and digital employment in the T&L industry has grown steadily over
process improvement in transaction ef ciency that is sought the last 5 years and is now at a ten-year high.

after in international markets. The signi cance of this is
evidenced by Melbourne housing the Australian headquarters
of the National Intelligent Transport Systems Centre (NIC)

a world class training and commercialization facility for new
technology and GS1 the global barcoding organisation. The
NIC was launched in 2006 and was established with $1million
in funding from the Victorian government.
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Employees

Figure 10: Annual Average T&L industry employment
in Victoria 2002 2006 (yr to May)
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Source: ABS Cat. No. 6291.0.55.003 - Labour Force, May 2007

METROPOLITAN AND REGIONAL EMPLOYMENT

The most recent available geographical breakdown of T&L
employment is from the 2001 census. The 2006 census data
was unavailable at the time of releasing this report.

Over 75 per cent of employment in the Victorian T&L industry
is located in the Melbourne metropolitan area.

The proportion of employment in logistics is relatively
constant throughout Victoria. In the transport sector however,
the number of people employed in different job types differs
quite markedly between Melbourne and regional Victoria. In
particular, road transport accounts for 72 per cent of total
employment in regional Victoria but only 43 per cent in the
metropolitan area.

Figure 11: Metropolitan employment in the transport
and storage sector 200

Transport and
Storage undefined 9%

Storage 7%

Road
Transport 43%
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Transport 5%
Air and Space Water
Transport 12% Transport 2%

Source: ABS, Census, 2001

Figure 12: Regional employment in the transport and
storage sector 2001
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3.0 Contribution to
Victoria s economy connuea

EMPLOYMENT AND SKILLS TRENDS

The Victorian T&L workforce is adapting to the industry s
rapidly changing technology and handling methods. Many
activities along the T&L networks are now automated.

Productivity improvements in the T&L workforce were

signi cant from 1995 to 2006, when the volume of freight in
Victoria increased by 50 per cent but employment increased
by only 0.3 per cent.

STRUCTURAL EMPLOYMENT CHANGES
The T&L industry is facing signi cant structural changes:

the workforce is aging and there are fewer young people
moving into some positions

the growing sophistication of supply chain activities
requires new professional skills

there is a shortage of skilled workers in regional areas.

Victoria faces competition from the booming minerals
industries for skilled T&L employees

while other industries have increasingly employed women,
the T&L industry is still overwhelmingly male

employment has traditionally been in small to medium
sized enterprises but employer size is growing as a result
of takeovers and mergers.

AGEING WORKFORCE

Figure 13 shows the age pro le of T&L industry employees.
In 2001 just under half of the transport industry workforce
was over 45 years of age.

Intelligent transport systems, robotics and electronic ful lIment

programs have attracted young people from logistics,
engineering, IT and other professional disciplines. However
they are not as attracted to employment as truck and train
drivers where employment vacancies are common. Age
and workplace experience are pre-requisites to attaining
commercial driving licenses and employment, which makes
it dif cult for the industry to target promotional campaigns
at easily accessible groups of potential workers, for example
secondary school children.

Figure 13: Age pro le of workers in the Victorian

T&L sectors 2001
[ Wholesale Trade M Transport and Storage
60%
[}
250%
2 40%
4
S 30%
S 20%

S 10%
S
0%

15-24 25-44

Worker Age Groups

Source: ABS, Census 2001

The types of jobs available in T&L have changed in response
to the growing sophistication of supply chain activities and
require new professional skills.

The Victorian Government has commissioned research into
the success of training and attracting people to tertiary and
vocational courses to meet the emerging demand.

There is a particular shortage of skilled T&L workers in
regional areas. The occupations most dif cultto Il are truck
drivers, labourers and general clerks.

According to the Regional skills shortages surveys conducted
by the Victorian Government, the wholesale trade and
transport and storage sectors account for around 8 per cent
of employment in regional Victoria.
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4.0 Transport modes

This section describes each mode of transport in the
Victorian T&L industry. It describes (1) Victoria s two
primary modes of transport for international trade

shipping and airfreight; (2) its major domestic freight
corridors; and (3) its road and rail networks.

4.1 Shipping

Victorian ports have a high proportion of high-value-added
trade. Trade passing through Victoria s seaports represents
almost 40 per cent of the total value of all Australia s maritime-
based trade, but only 5 per cent of total trade by volume.
Other Australian states export very large volumes of relatively
low-value products, including coal and iron ore. Victorian
maritime freight is predominantly high-value, containerised
freight, motor vehicles and liquid bulk.

INTERNATIONAL CONTAINER SHIPPING

The global container trade has grown 700 per cent over the
past 25 years. This was matched by a similar increase in
container trade through the Port of Melbourne. From 1980
to 2000 Melbourne s international container trade doubled in
each decade. Victoria s container trade, of which 80 per cent
is international, is forecast to grow to 7m TEU by 2035.

Australia s containerised exports include manufactured
goods of which the largest group is dairy, rice and fruit
product exports.

COASTAL SHIPPING

Domestic cargo originating in or destined for Melbourne is
45 per cent of the total volume of Australia s coastal shipping
trade. More than 29 million tonnes of freight is shipped
between Melbourne and the other major capital

cities annually.

Domestic container shipping through the port of
Melbourne includes:

Bass Strait shipping (311,000 TEU) the majority of which
is short-haul unitized cargo between Melbourne and the
northern Tasmanian ports of Burnie, Devonport and
Bell Bay

]
L
[

000

Mass tonnes

Coastal shipping (92,800 TEU) from Melbourne to
Brisbane and Melbourne to Fremantle.

The coastal container trade through Melbourne has been the
fastest growing trade in Australia since 2000. This is because
of an increase in coastal shipping s market share, with
containers moving from road and rail, rather than growth of
the market itself. Coastal shipping is being used increasingly
by major freight forwarders as more freight is moved in
containers and moving containers by ship costs less than
other modes.

Figure 14: Port of Melbourne coastal container trade
1995 2006
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VICTORIAN PORTS

Victorian ports are signi cant gateways for national and
Victorian freight.

Figure 15 Port trade mix 2005-2006 (mass tonnes 000)
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THE PORT OF MELBOURNE
The Port of Melbourne is Australia s largest container port. It:

handles $64.2 billion and over 2 million TEUs of freight
per annum

receives 3,542 vessel calls by over 40 shipping lines
servicing 300 ports across the globe

contributes $5.4 billion to the Victorian GSP
employs 18,000 (full time equivalent) people

handled 37 per cent of Australia s total containerised
trade in 2005-2006.

Containerised freight is the most valuable cargo shipped
though the Port of Melbourne. Other bulk and break bulk
cargoes are signi cant by volume but of lesser value.

It is a world class and progressive port with:
the lowest wharfage charges in Australia
24/7 operations (dockside and landside)

a truck and container management system via an on-line
Vehicle Booking Service (VBS), which improves container
security and reduces transport costs for more than 200
companies registered for VBS/wharf access

on-dock rail with daily rail services to regional Victoria,
metropolitan Melbourne, Adelaide (South Australia) and
southern New South Wales

electronic export pre-receival process for export
container registration with Australian Customs, Shipping
Line and Stevedore.

The dominant markets for Australian trade are North

Asia, South East Asia and Europe. Australia imports more
containerised freight from North Asia and Europe than it
exports but exports more cargo to South East Asia and New
Zealand than it imports.

Melbourne is a destination for every major shipping company,
unlike other Australian ports, which are sometimes by-passed
because of insuf cient volumes of cargo.

Port changes per TEU

The Port s containerised cargo volumes (imports and exports)
doubled from 1995 to 2005. The gap between Melbourne
and Australia s second largest container port, Sydney, is
growing annually.

Trends in international shipping are making Melbourne s port
more attractive. Larger vessels and the need for faster, more
reliable port services mean that ships call at fewer ports and
consolidate cargoes at Melbourne and Sydney.

Greater overall trade volumes in South Australia, Western
Australia and Queensland make their ports attractive, but
land-bridging cargoes to Melbourne or Sydney remains
competitive because of the pressure to Il vessels and call at
fewer ports.

Figure 16 shows the total port-based charges at Australian
container ports. Melbourne has maintained its position as
Australia s lowest cost international container port over the
past 10 years.

Figure 16: Total port based charges at Australias ve
main container ports, 1993 2005
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THE PORT OF GEELONG

The Port of Geelong contributes $328 million to Victoria s
GSP and has 1,385 full time equivalent (FTE) employees.
Located on Corio Bay, it is the second largest port in Victoria,
handling 12 million tonnes of cargo from 543 ships in

2004 05. The Port serves the needs of rural exporters and
local heavy industry. Geelong is an important port for liquid
bulk cargo.

THE PORT OF PORTLAND

The Port of Portland contributes $121 million to Victorias GSP
and has 509 FTE employees. The Port has natural deep-
water access and serves western Victoria s agricultural and
forest products and aluminium and fertilizer industries.

The most important freight handled by the port is dry bulk,
including exported grain, aluminium ingots and forestry
products, and imported fertilizers and materials for the
aluminium and fertilizer manufacturing industries.

There has been substantial growth in its major bulk trade as
aresult of local and South Australian timber plantations and
mineral sand deposits in the north and west of Victoria and
New South Wales.

THE PORT OF HASTINGS

The Port of Hastings contributes $67.4 million to Victoria s
GSP and has 251 FTE employees.

The Port of Hastings is a relatively small port with naturally
deep channels that allow the passage of relatively large ships
with minimal dredging.

The major cargoes through Hastings are crude oil exports,
domestic steel, and lique ed petroleum gas from the Bass
Strait elds.

The port s pipeline for crude oil products connects with
the re neries and petrochemical complexes at Altona and
the re neries at Geelong, and there are gas and crude oil
pipelines to Frankston and Sale.

It is anticipated that the Port of Hastings will become
increasingly important over the next 30 years. The Victorian
Government s Victorian Ports Strategic Framework 2004
policy document identi es the Port of Hastings as the
preferred site for the development of container trade once the
Port of Melbourne reaches capacity beyond 2030. Hastings
will not replace the Port of Melbourne; the two ports will
continue to operate in parallel. A Draft Port Land Use and
Transport Strategy has been developed.

VICTORIAN FREIGHT

Containerised cargoes and liquid bulk products, mainly in the
form of imported crude oil, make up 60 per cent of Victorias
exports and imports. Other Victorian maritime cargoes
include break bulk, dry bulk and liquid bulk cargoes.

Table 3: Victorian maritime freight task 2005 (tonnes)

Victorian freight task Tonnes ( 000)
Liquid bulk 13,845
Containerised products 13,819

Dry bulk 7,531

Break bulk (Cars) 7,380 (4.2)
Bass Strait 3,895

Source: Victorian port data

LIQUID BULK

Inbound crude oil is the largest component of Victoria s liquid
bulk trade. It arrives at Geelong and Melbourne for processing
at local re neries into petrol, diesel and other petroleum
products. Geelong receives over four million tonnes of crude
oil, and Melbourne and Hastings about two million tonnes
each annually. Geelong handles over 2.5 million tonnes of
petroleum products each year and Melbourne and Hastings
handle smaller volumes.
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One million tonnes of other liquid bulk products are received
annually through Victoria s ports. These are chemicals used
by Alcoa in Portland, inputs for fertilizer manufacturing at
Geelong and hazardous chemicals handled through Coode
Island in Melbourne. Most of the State s liquid chemical
supplies are bound for manufacturing activities, through the
Port of Melbourne.

Geelong is the largest liquid bulk port in Victoria handling
more than half of the shipments. Geelong receives seven
million tonnes of crude oil annually, mostly from overseas, but
with a signi cant domestic component. Almost all inbound
crude oil goes to Shells Geelong re nery. Domestic demand
for petroleum products is rising by about 1 per cent a year.
More crude oil is expected to be received through Melbourne
in the future to supply the Mobil re nery at Altona, which is
currently supplied with imported crude and Bass Strait oil
from the Westernport-Altona-Geelong pipeline.

Figure 17: Victorian liquid bulk shipments by
Port 2004 2005 (tonnes)
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DRY BULK

Victoria s three bulk export terminals at Melbourne, Geelong
and Portland compete with each other for grain export
business. The Victorian terminals also compete with Port
Kembla for grain from southern New South Wales.

The main components of Victoria s dry bulk trade are grain
(48 per cent) and mineral products (46 per cent). Wheat and
barley products make up 90 per cent of Victoria s grains
exports. The average annual volume of grain exported
through Victoria s ports is 2.8 million tonnes. 1.3 million tonnes
of woodchips are exported through Geelong.

Mineral products, mainly cement and gypsum, are imported
through Melbourne and fertilizer is imported through Geelong
and Portland. Geelong is the major centre for the fertilizer
industry handling 1.2 million tonnes per year of raw materials
into the manufacturing complex near the port. Geelong also
handles Alumina for the Geelong aluminium smelter.

BREAK BULK

The highest volume break bulk cargoes moving through
Victoria s ports are timber exports (62 per cent), iron and

steel imports (22 per cent) and motor vehicle imports and
exports (6 per cent). Portland and Geelong dominate break
bulk shipping in Victoria. Hastings handles 2 per cent more
break bulk than Melbourne. Hastings imports steel slab from
Port Kembla to the Bluescope steel rolling mill in Hastings.
The Port of Melbourne s Webb Dock handles all motor vehicle
shipping. The vehicles are driven on and off the ship on
ramps (roll on, roll off).

Figure 18: Victorian break bulk shipments by port
2004 2005 (tonnes)
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4.2 Air freight

Australian air freight is an extremely high-value-added
business, which accounts for only 0.1 per cent of total
Australian trade in tonnes but 25 per cent by value.

There are three types of air freight:

time-sensitive products with a short time between when
they are ready for export and when they are suitable for
use, typically fresh agricultural and meat products and
courier and postal materials

market opportunity products that must arrive at speci ¢
markets at a particular time like fruit, vegetables, sh and
owers for the Chinese New Year

high-value items for which the air freight cost is only a small
part of the total cost of the product for example, medical
products, documents and manufacturing

repair equipment.

There are two main airports for freight in Victoria: Melbourne
Airport and Avalon Airport.

Melbourne Airport is a national airfreight hub and handles
international freight destined for Sydney, Adelaide, Perth and
Hobart as well as being a major passenger airport.

Avalon Airport specializes in aircraft maintenance and pilot
training and recently started domestic air passenger services.

MELBOURNE AIRPORT

Melbourne airport provides major competitive advantages
for Victoria:

it is curfew free

it is surrounded by affordable land for freight
precinct development

its runway has been widened to accommodate the new
generation aircraft including the Airbus 380.

Melbourne operates 24 hours a day, seven days a week,
unlike Sydney and Adelaide, where curfews restrict aircraft
operating hours. This is particularly signi cant because 85
per cent of international air freight is carried in the holds of
passenger aircraft, especially on international routes.

Melbourne Airport s curfew-free status offers exibility to
airlines scheduling their arrivals and departures at overseas
airports. An evening departure from Melbourne allows aircraft
to arrive in the early morning and discharge cargoes for the
start of business at European and Asian destinations.

Melbourne Airport has grown 214 per cent over the past
10 years and its annual growth rate remains well above the
national average.

Figure 19 shows the proportion of freight carried by each of
the international airfreight carriers based at Melbourne Airport.

Because Australia is a popular tourist destination, more

than 50 international carriers operate services to and from
Australian cities, carrying freight in and out. This tally includes
7 freighter airlines.

Figure 19: International airfreight carriers in Australia
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