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Summary 

The Productivity Commission (2006) made a series of  f indings and 
recommendations to improve the operation of  current arrangements for 
subsidising containerised and bulk shipping between the mainland and 
Tasmania.   

The former Austral ian Government (2007)  accepted the Commission’s 
recommendation to revise the methodology for sett ing and updating the 
remaining parameters,  and review them every three years.  A signif icant 
change was that TFES assistance would only be payable on a wharf-to-
wharf  basis ,  on the basis  of  evidence of actual  wharf-to-wharf costs.   

BITRE’s report  presents results of  i ts  review of methodology and 
parameter values for both the Tasmanian Freight Equalisat ion Scheme  
(TFES) and Tasmanian Wheat Freight Scheme  (TWFS).  BITRE employed a 
consultant,  Sinclair  Knight Merz (SKM),  to assist  with data and in 
reviewing the Schemes. 

 

Tasmanian Freight Equalisation Scheme 

Findings and expenditure implications 
The growth in road freight costs since 1996 has outstripped the growth 
in containerised sea freight costs.  

Higher road freight costs have reduced the sea freight disadvantage for 
many Bass Strait  shippers. Under the current methodology, increasing 
the Road Freight  Equivalent  parameter as calculated would direct ly 
reduce the TFES assistance paid to most shippers.  

If  BITRE’s updated parameters had applied to freight  shipped and 
claimed for 2006–07,  this may have resulted in an est imated 2006–07 
expenditure of $71.2  mil l ion,  excluding the heavy freight  discount.  (This 
is  a  reduction of $19.4 mil l ion compared with an est imated $90.4 mil l ion 
using the current parameters (1996–07) excluding the heavy freight 
discount,  on the same claims dataset) 1.  This  est imate:  

•  includes an intermodal a l lowance of $100 per twenty-foot equivalent  
unit .  

•  includes containerised wheat  shipped and claimed in 2006–07.  
                                                 
 
 

1  Sub s i dy  e s t ima te s  a re  ba sed  on  c l a ims  da t a  r ecorded  by  Ta sman i an  As s i s t ance  Se rv i ce s  
(Cen tre l i nk )  a s  a t  Augu s t  2007  for  f r e i gh t  sh i pped  i n  2006–07  on l y ,  and  do  no t  re f l e c t  
p rev iou s  or  sub sequen t  ad j u s tmen t s  to  p aymen t s ,  o r  c l a ims  p roce s sed  a f t e r  th i s  da te .  
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•  excludes the increased stowage factor due to data l imitat ions.  
Increasing the stowage factor would increase the volume of freight 
classif ied as high density ,  further reducing entit lements for a large 
number of shippers.  

•  Assumes no change in shippers’  c la ims behaviour.  

Over 99 per cent of  claimants would have received reduced TFES 
subsidy payments in 2006–07 if  the updated parameters had applied.   

Ten claimants account for $13.4 mil l ion (70 per cent)  of  the $19.4 mil l ion 
reduction in subsidy payments.  These claimants account for 
approximately  60 per cent  of  total  twenty-foot  equivalent units.  

 
Table 1 Indicat ive change in entit lement by cla imant,  2006–07  

     
 C l a ims  

v o l ume  
TFES  Au t ho r i t y  

1996–97  
pa r ame t e r s  

B I TRE  
2006–07  

pa r ame t e r s  

D i f f e r en c e  

 TEUs  $m i l l i o n s  $m i l l i o n s  $m i l l i o n s  
Norske  Skog  Boyer  M i l l  34  202   13 .9    8 .6    ( 5 .3 )  
Aus t r a l i a n  P aper  P t y  L td  13  083   6 .6    3 .9    ( 2 .7 )  
S imp lo t  Aus t r a l i a  P t y  L td  13  473   10 .2    8 .8    ( 1 .4 )  
Cadbury  S chweppes  P t y  L td  7  115   5 .6    4 .7    ( 0 .9 )  
J  Boag  &  Son  Brew ing  L td  5  204   3 .8    3 .2    ( 0 .6 )  
McCa in  Foods  (Aus t )P /L  4  821   3 .8    3 .2    ( 0 .6 )  
Chep  Aus t r a l i a  2  334   1 .0    0 .5    ( 0 .5 )  
Net  Sea  Fre i gh t  Ta sman i a  P /L  3  831   2 .9    2 .4    ( 0 .5 )  
Ca scade  Brewery  Company  P / L  3  019   1 .9    1 .4    ( 0 .5 )  
C l a iman t  no t  i den t i f i ed  1  898   1 .1    0 .7    ( 0 .4 )  
A l l  o the r  c l a iman t s  57  320   39 .7    33 .7    ( 5 . 9 )  
Tota l  146  300   90 .4    71 . 1    ( 19 .4 )  
N o t e  S u b s i d y  e s t i m a t e s  a r e  b a s ed  o n  c l a i m s  d a t a  r e co rd ed  b y  T a sm an i a n  A s s i s t a n ce  

S e r v i c e s  ( C e n t r e l i n k )  a s  a t  A u g u s t  2 0 0 7  f o r  f r e i g h t  s h i p p e d  i n  2 0 0 6 – 0 7  o n l y ,  a n d  d o  
n o t  r e f l e c t  s u b s e q u en t  a d j u s t m e n t s  o r  c l a i m s  p ro c e s s ed  a f t e r  t h i s  d a t e .  B ITRE  h a s  
no t  e s t i m a t ed  t h e  e f f e c t  o f  a n  i n c r e a s ed  s t o wag e  f a c to r  due  t o  d a t a  i s s u e s  

Sou r ce  B ITRE  e s t i ma t e s  

 

Key TFES parameter estimates 
BITRE’s  parameter analysis derived a Road Freight Equivalent for dry 
freight  of  $507 per twenty-foot equivalent unit .  (This compares to the 
dry rate in the current Scheme of $281 per twenty-foot equivalent unit  
for  1996–97).   

The updated Road Freight Equivalent for refr igerated freight  is  $558 per 
twenty-foot equivalent unit .  (This compares to the refr igerated rate for 
1996–97 in the current Scheme of $309 per twenty-foot equivalent unit) .  

The median shipper’s  est imated sea freight disadvantage  for 2006–07 
was $653 per twenty-foot equivalent unit  for dry freight and $631 per 
twenty-foot equivalent unit  for refrigerated freight.  
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With respect  to King Island and Fl inders Is land ,  BITRE’s analysis 
indicates that  the sea freight disadvantage  for  Flinders Is land may 
warrant specif ic  considerat ion.   

The est imated sea freight disadvantage for Fl inders Is land for dry 
freight is  $1601 per twenty-foot equivalent unit  to the main island of 
Tasmania and $1800 per twenty-foot  equivalent unit  to the Austral ian 
mainland. 

 

Table 2 Key parameters:  BITRE (2006–07) and TFES Review Authority  
(1996–97) ,  dol lars per twenty-foot equivalent  unit  

  B I TRE  e s t ima t e s  
2006–07  

 T FES  Re v i ew  Au t ho r i t y  
1996–97  

  D r y  Ree f e r   D r y  Ree f e r  
Med ian  whar f - to -whar f  se a  f r e i gh t  r a te   1160  1189   952  980  
Road  F re i gh t  Equ i v a l en t   507  558   281  309  
Med ian  s ea  f re i gh t  d i s advan ta ge   653  631   671  671  
S o u r ce  B IT R E ;  R F E  b a s e d  o n  S K M f r e i g h t  r a t e s ;  T FE S  R ev i e w  A u t h o r i t y  ( 1 9 9 8 )  

 
Table 3 Sea freight disadvantage for  King Is land and Fl inders Is land 

2007,  dol lars  per twenty-foot equivalent  unit  

 To  and  f r om Ta sman i a  
 K i n g  I s l a nd–Devonpo r t  F l i n de r s  I s l a nd–B r i dpo r t  
Sea  f r e i gh t  cos t   950    1860   
Road  equ i v a l en t  cos t  675   259   
Se a  f r e i gh t  cos t  d i s advan ta ge   275    1601   
   
 To  and  f r om t he  Au s t r a l i a n  ma i n l and  
Sea  f r e i gh t  cos t   750   2317   
Road  equ i v a l en t  cos t   449   518   
Se a  f r e i gh t  cos t  d i s advan ta ge    301   1800   
S o u r ce  S K M ( 2 0 0 8 )  a n d  B IT R E  

 

TFES methodology 
The TFES operates according to Ministerial  Direct ions using the 
parameters recommended by the TFES Review Authority (1998).  

Shipper’s  raw freight bi l ls  are f irst  adjusted to a  wharf–to–wharf basis 
where needed by:  

•  removing a  f ixed component for local  delivery costs at  either end 
(the door-to-wharf parameter)  and  

•  scal ing non-Victorian /  southern Tasmanian bil ls  to a Victorian to 
northern Tasmanian basis.  

The Road Freight Equivalent rate is  then subtracted from this adjusted 
wharf-to-wharf  freight bil l  to determine how much assistance an 
individual shipper may be entit led to.   
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This entit lement is  then adjusted for factors such as the heavy freight 
discount (where applicable) and the Scheme’s class of shipper incentive 
structure.  After these adjustments,  a l l  c la imants receive an extra $100 
per twenty-foot equivalent unit  to compensate for unspecif ied 
intermodal costs.  

Scaling factors  are used to reduce the possibil ity  of  subsidising freight 
movements where it  is  cheaper to ship by sea than a hypothetical  road 
land bridge.  Removing scal ing factors would reduce complexity,  but 
would also increase the l ikelihood of subsidising freight where there is  
no sea freight disadvantage.  This is  more l ikely in the case of Western 
Austral ia.    

I f  scal ing factors are retained,  the use of  three year averages would 
reduce the volati l i ty  of  year-on-year estimates.  I f  scal ing factors are 
el iminated then shippers wil l  need clear  guidance as to what  are 
considered reasonable Bass Strait  freight  costs.  

 
Table 4 Wharf-to-wharf  scal ing factors 

N o t e s  T h r ee  y e a r  a v e r a g e  wh a r f - t o -w h a r f  s c a l i n g  f a c to r s  e s t i ma t ed  u s i n g  T FE S  c l a i ms  d a t a  
f o r  2 0 0 4 – 0 5 ,  2 0 0 5 – 0 6  a n d  2 0 0 6 – 0 7 .  

S o u r ce  B IT R E  a n a l y s i s  o f  t h e  T FE S  d a t a b a s e ;  T F E S  R e v i e w  A u t h o r i t y  ( 1 9 9 8 )  

 
 
BITRE analysis determined that B-double trucks should be the 
benchmark for the Road Freight Equivalent parameter .  A B-double 
carrying three containers with a  13 tonne gross mass gives a  payload of  
39 tonnes,  the road mass payload l imit  for modern low tare B-doubles 
(SKM 2008).   

 R ou t e  

B ITRE  2006–07  
wha r f - t o -wha r f  

s c a l i n g  f a c t o r  
e s t ima t e  

B I TRE  t h r e e  y ea r  
a v e r a ge  whar f - t o -

wha r f  s c a l i ng  f a c t o r  
e s t ima t e  

T FES  Re v i ew  
Au tho r i t y  Ad v i s o r y  

Op i n i o n   
1996–97  

Northern  Tasmania  to / f rom     

V ic tor i a  1 . 0  1 . 0  1 . 0  

New Sou th  Wa le s  1 . 7  1 . 7  1 . 8  

Sou th  Aus t ra l i a  1 . 5  1 . 5  1 . 5  

Queens l and  2 . 3  2 . 2  2 . 4  

Wes tern  Aus t r a l i a  1 . 7  1 . 6  2 . 5  

Nor the rn  Terr i tor y  2 . 4  3 . 6  6 . 8  

Southern  Tasmania  to / f rom      

V i c tor i a  1 . 3  1 . 2  1 . 3  

New Sou th  Wa le s  1 . 9  2 . 0  1 . 9  

Sou th  Aus t ra l i a  1 . 7  1 . 8  1 . 3  

Queens l and  1 . 8  1 . 9  2 . 2  

Wes tern  Aus t r a l i a  2 . 8  2 . 2  2 . 4  

Nor the rn  Terr i tor y  4 . 7  4 . 2  4 . 6  
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Current rates for a  B-double are between 10 to 11 cents/net  tonne 
ki lometre.  This benchmark road freight rate for dry freight includes a 
provision for empty running,  or under ut i l isat ion,  of  30 per cent.  A road 
freight equivalent cost  for a B-double at  10.5 cents per net tonne 
ki lometre over 420 kilometres is  $44.10 per tonne.   

The analysis  derived a Road Freight Equivalent for dry freight  of  $507 
per twenty-foot  equivalent unit  is  the ‘road l imit  equivalent’  for  an 
ambient temperature container with a  net payload of 11.5 tonnes.   

The updated Road Freight Equivalent for refrigerated freight of $558  per 
twenty-foot equivalent unit  reflects a 10 per cent premium on ambient 
temperature freight.  

Live animals  are more expensive to ship on land than dry freight.  This 
implies a higher Road Freight Equivalent for l ive animals,  potential ly 
reducing assistance.  However,  a  separate Road Freight Equivalent may 
not be needed as available data indicates shippers of l ive animals are 
l ikely to have a higher sea freight disadvantage compared to dry freight 
even after adjust ing for  higher road freight costs.  L ive animal claims 
account for only four per cent of  total  twenty-foot equivalent units.  

The current TFES applies a four class incentive structure  to the sea 
freight cost disadvantage to promote cost containment.  The median sea 
freight disadvantage is used to determine shipper class boundaries,  
which in turn determine how quickly  assistance is reduced as 
disadvantage increases.  

As currently applied the incentive structure based on the median sea 
freight disadvantage for 1996–07 does not give a balanced distribution 
of c laims by twenty-foot  equivalent  unit  across the four shipper classes.  
Shippers who account for 80 per cent of twenty-foot equivalent units 
( ful l  containers)  have minimal incentive to reduce freight rates.  

The new parameters would result  in a  maximum payment of $835 per 
twenty-foot  equivalent unit  including a $100 intermodal a l lowance (The 
current maximum payment is  $855 per  twenty-foot equivalent unit) .  

 
Table 5 Sea freight cost  disadvantage and maximum assistance by 

shipper class ,  dollars 

  B I TRE  2006–07   T FES  Re v i ew  Au t ho r i t y  ( 1999 )  

Sh i ppe r  
c l a s s  

P r opo r t i o n  o f  
d i s ad van t age  

r e c e i v ed  

F r om To  Max imum 
a s s i s t an ce  
b y  c l a s s a  

F r om To  Max imum 
a s s i s t an ce  
b y  c l a s s a  

Cla s s  1  100  0  326 .50  327  0  335 .50  335  

C l a s s  2  75  326 .51  653 .00  571  335 .51  671 .00  587  

C l a s s  3  50  653 .01  979 .50  735  671 .01  1006 .50  755  

C l a s s  4  0  979 .51  and  above   735  1006 . 51  and  above  755  
a  V a l u e s  ro u n d e d  u p .  E x c l u d e s  t h e  i n t e rmo d a l  a l l o wan ce .  
S o u r ce  B IT R E  e s t i ma t e s  u s i n g  t h e  T F E S  c l a i m s  d a t a b a s e  
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BITRE’s review of  the parameters found that  a heavy freight  discount  
should continue to apply to the rate of  assistance for a  standard twenty-
foot equivalent unit .  This recognises that the sea freight disadvantage is  
less for heavy containers as they are more expensive than l ighter boxes 
to move by road and rail ,  but generally  have the same sea freight rate.   

BITRE calculated a revised rate for the heavy freight discount of  23 per 
cent (compared to 40 per  cent for  1996–97 in the current Scheme) .  

BITRE’s  analysis  determined that the heavy freight discount should 
apply at  cargo stowage factors of 2.6 cubic metres or less to the tonne 
(currently 1.1  cubic metres or less to the tonne ) .  To meet road loading 
standards the average cargo density in the containers for a  B-double 
carrying three twenty-foot equivalent  units must  be greater than 2.6 
cubic metres per tonne.  

BITRE’s  analysis confirmed that the intermodal a l lowance  should be 
retained.  Stakeholders provided evidence of costs due to the need for a 
sea journey of at  least  $50 to $86 per twenty-foot equivalent unit  (costs 
that  were not  captured in wharf-to-wharf  freight  rates or by current 
TFES formulae).   

BITRE suggests that intermodal costs should not be separately itemised. 
That is ,  the sea freight disadvantage should be calculated on the basis 
of  total  wharf-to-wharf  costs without itemisat ion.   

 

Table 6 Heavy freight  parameter and intermodal a l lowance 

 B I TRE  2006–07   T FES  Re v i ew  Au t ho r i t y  
( 1999 )  

Heavy  f r e i gh t      

-  High  dens i t y  d i s coun t  r a te   23  pe r  cen t   40  pe r  cen t  

-  Heavy  f r e i gh t  d i s coun t  app l i e s  a t  
s towage  f a c tor s  o f  

2 . 6  m 3  or  l e s s  per  
tonne  

 1 . 1  m 3  or  l e s s  per  
tonnes  

    
I n t e rmoda l  a l lowance  Re t a i n   $100  pe r  TEU 

S o u r ce  B IT R E ;  T F E S  R e v i e w  A u t h o r i t y  ( 1 9 9 8 )  

 

 

Tasmanian Wheat Freight Scheme  

Findings and expenditure implications 
Spending on wheat in 2006–07 under TWFS and TFES was $2.35 mil l ion.   

I f  BITRE’s calculated subsidy rate of  $11.90 per tonne—the difference 
between the average bulk sea rate and bulk rai l  rate—had applied for al l  
wheat in 2006–07,  this  may have reduced total  spending by $1.35 mil l ion 
to $1 mil l ion ($0.28 mil l ion for the TWFS and $1.07 mil l ion for the TFES).  
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Alternatively,  sett ing the subsidy rate per tonne to the difference 
between the containerised grain rate and bulk rai l  rate of $20.42 for al l  
wheat  may have reduced total  spending by $0.63 mill ion to $1.72 mil l ion 
( i .e.  reduced TFES payments for containerised wheat) .  

I f  the current TFES parameters (1996–97)  were retained and EITHER: 

•  the TWFS rate were raised to the average  TFES subsidy for 2006–07 of  
$32.16 per tonne then this may have increased total  spending by 
$0.36 mil l ion to $2.7  mil l ion ( increasing TWFS bulk wheat payments) ,  
OR 

•  the TWFS rate were raised to the current maximum  TFES subsidy of 
$35.63 per tonne, then this may have increased total  spending by 
$0.66 mil l ion to $3.0 mil l ion ( increasing TWFS payments by $0.47 
mil l ion and increasing TFES payments by $0.18 mil l ion).  

These estimates must be treated with caution as wheat volumes and 
origins vary year to year;  there is  scope for processing/mixing of 
products ( i .e.  wheat can become mixed grain);  and the choice of bulk or 
container transport  is  sensit ive to the rates of TWFS and TFES subsidy.  

 

 

TWFS methodology 
The TWFS operates under separate Ministerial  Direct ions (2006).  

The current TWFS subsidises the cost  of  bulk shipments of  wheat from 
the mainland to Tasmania by sea.  Containerised wheat shipments are 
el igible for assistance through the TFES.  

Current funding for the TWFS is capped at  $1.05 mil l ion per annum and 
rates of assistance per tonne for bulk grain vary across years according 
to annual  bulk freight volumes.  

BITRE’s  analysis  determined that  the subsidy rate for both containerised 
and bulk wheat  should be based on the difference between the average 
bulk sea rate and bulk rai l  rate—the lowest cost  land freight equivalent.   

The average sea freight  rate for  bulk wheat  shipped to Tasmania in 
2006–07 was $41.30 per tonne including loading and unloading charges.  
The rai l  freight equivalent for bulk wheat  is  est imated for 2006–07 at  
$29.40 per tonne. 

BITRE calculated the updated subsidy rate for wheat to be $11.90 per 
tonne. This compares with the maximum subsidy under the current TWFS 
of $20.65 per  tonne (however,  the maximum rate is  only paid where total  
annual subsidy payments do not exceed the cap of $1.05 mil l ion).  

If  the subsidy rate for wheat was set  at  the difference between the 
containerised sea rate—in 2006–07 this  was $49.82 per tonne—and the 
bulk rai l  freight  equivalent,  then the subsidy would be $20.42 per tonne. 
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This would be signif icantly below the average TFES subsidy paid for 
containerised wheat of $32.16 per tonne in 2006–07.  The maximum  
subsidy under current TFES parameters is  $35.63 per tonne including 
intermodal a l lowance.  

 

Table 7 Sea freight cost  disadvantage for wheat,  dollars  per tonne 

 Con ta i n e r i s ed  s ea  Bu l k  s ea  

 Compa r ed  t o  
 r a i l  c o n t a i n e r s  

Compa r ed  t o  
bu l k  r a i l  

c ompa r ed  t o   
bu l k  r a i l  

Sea  f r e i gh t  r a te   49 .82   49 .82  41 .30  
Ra i l  equ i v a l en t  r a te   35 .70   29 .40   29 .40  
Sea  cos t  d i s advan t age   14 .12   20 .42   11 .90  
S o u r ce  S K M ( 2 0 0 8 )  a n d  B IT R E  

 

I f  containerised wheat  remained el igible under TFES,  and BITRE’s 
updated parameters (except the increase in the stowage factor)  were 
applied,  then:  

•  Average TFES subsidy per tonne is  l ikely to reduce signif icantly .   

•  The maximum  TFES subsidy including a $100 intermodal a l lowance 
would be $34.79 per tonne of containerised wheat.  Increasing the 
stowage factor as calculated would mean claimants received 77 per 
cent of  this  maximum rate of assistance,  or $29.10 per tonne. 
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