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AUSTRALIA’S WESTERN GATEWAYS

INTRODUCTICN

Western Australia’s Minister for Transport has said that developing the
flow of trade and tourism, through the Port of Fremantle and through
Perth Alrport, is vital to the State’s economic future. To quote the
Minister on 29 July 1988:

"Qur econeomie future depends on our ability to forge close links
with emerging economies in Scuth East Asia and these two gateways
have a key role in this.

This paper leooks at the unique features of Australia’s gateway to the

Indian Ocean and South East Asia. It shows that the decisions made,
over the last decade, by operators of both air and gea transport
services support the Minister's views. Many of these operatcrs have

come to realigse that transport routes to and from Perth/Fremantle are
profitable in their own right.

The paper explores the notion that Australia might have much to gain
from the development of tourism and trade through the western gateway.
it provides several concrete illustrations of the sorts of initiatives
which might help realisé these benefits. In the same context, it raises
some questions about the value to the nation of scme of the regulatory
constraints on this development, particularly in the field of air
transport.

Ihe casual reader may have already formed the impression that this paper
relates more to government pelicy or to marketing than to tranaport
research. It may seem, therefore, that the paper is at ecdds with the
theme of this forum, "Current Research”. However, I would argue that
this is not so and, at the same time, make a plea for trangport research
to be viewed in a much wider and more relaxed context. In relation to
this plea, the paper has a subordinate objective: the desire to show
that transport research, viewed in this wider context, is a lively and
virile activity which responds readily to the demands of the real worid.

EVOLUTION AND RECOGNITION

For more than a decade, there has been a realisation that growth in
trade and tourism for Western Australia relates closely to the
development of close ties with Indian Ocean and South East Asian
neighbours. Hand in hand with this realisation has been a recognition
of the vital roles which the facilities and the services provided at
‘both the Port of Fremantle and at Perth Airport have in developing these
links.

Both of the western gateways have been geing through a peried of
evolution. Growth in traffic has been and continues to be strong. Each
gateway has ceased to be a way port located on the international
transport routes linking Sydney/Melbourne to UK/Eurcpe.
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The Sea Transport Gateway

In his Annual Report of 1980, Western Australia s Director General of
Transport referred to development of initiatives to strengthen this
relationship as the "West Coast Concept . In the report he said:

"There is no doubt that people living on Australia s West Coast are
seeing thelr place in the world in a different light than they did a
decade ago. Fremantle's location, always locked wupon as a
disadvantage in the past because of its isolation, is now being seen
as having some advantages....... Fremantle and other West Coast
ports are much closer to ASEAN and Indian ©Ocean ports than either
Sydney or Melbourne......"

similar sentiments were expressed in a paper presented by Knox and
Gallagher (1980) to a BTE Outlecok Series Workshop. That paper
criticised some of the regulatory and institutional constraints which
inhibited the movement of containerised commcdities through the Port of
Fremantle. In other words, the paper expressed concern about
constraints on the development of liner shipping trades. The
constraints targeted for criticiam were those imposed by liner shipping
conferences, national freight rate equalisaticn schemes and cargo
centralisation. For a variety of reasons, the influence of these
congtraints on competition in the shipping of containerised cargoes has
declined over the last decade.

The decline in the influence of these constraints has coincided with the
emergence of some significant new trends in the shipping of
containerised liner cargoes through the west coast gateway. In the
early Seventies, the shipping of international centainer cargoes at the

bort of Fremantle was dominated by the Australia-Europe Shipping
Conference (AESC). For vessels of the AESC, Fremantle was a way port on
round trip voyage schedules which included many Australian and UK/Eurcpe
ports. Some AESC vessels called on Fremantle, others bypassed it, just
as vessels in the Australia New 2ealand Europe Conference Service
(ANZECS) do today. The difference between then and now is that, today,
the ANZECS service does not dominate coverseas container trades through
the port.

Gallagher (1977) reveals that, in 1974-75, 74 per cent of laden overseas
containers which passed through the Port of Fremantle were stuffed with
cargoeg to/from UK/Europe. By 1987-88, the proportion of laden
containers to/from UXK/Europe had dropped to 30 per cent of the laden
overseas containers passing through Fremantle. The figures in Table 1
illustrate both the growth in container trade through the Port of
Fremantle and how the direction of that trade has changed since 1974-75.

Container shipping to/from overseas ports, through the Port of
Fremantle, is now dominated by shipping lines which operate services
terminating in Fremantle. ANRO operates a two vessel service betwsen
Adelaide/Fremantle and South East Asia. EAC/PNSL operate a service
between Fremantle and key South East Asian ports. K-line operates a
service which links Fremantle with Japan. Stateships has recently
introduced a service which focuses on links between Fremantle and lesser
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ports in South East Asia. T'hese four services, alone, now account for

more than half of the ceontainerised trade through the Port of Fremantle
to/from overseas ports.

IABLE 1
CONIAINER MOVEMENTS

THROUGH THE PORT OF FREMANTIE:
1974-75 AND 1987-88.

‘000s TERU
1974-75 1987-88

Origin/Destination Laden Enpty Total Laden Empty Total
- UK/Europe direct 17.0 6.6 23.6 24.0 2.3 26.3
- South East Agia/

Japan direct 2.4 1.2 3.8 32.4 9.9 42.3
- Other oversgeas 1.4 0.0 1.4 23.1 3.5 26.6
Total overseas 20.8 7.8 258.6 79.5 15.7 95.2
- coastal (1) 24.9 6.2 31.1 15.2 3.1 18.3
Total movements 45.7 14.0C 59.7 S54.7 18.8 113.5

{1) East/west coastal container movements were

dominated by the
Assoclated Steamships (ASP) service until November 1975. ASP was

part of the INT Group of companies. Since withdrawal of the ASP
service, interstate container meovements have been shared between
rail and the Stateships sast/west service.

Source: Port of Fremantle.

The Air Transport Gateway

The growth in containerised traffic through the Port of Fremantle and
the change in direction of that trade, has keen matched by the emergence
of similar trends at the other western gateway, Perth Airport.

The figures in Table 2 show that
international air freight traffic

international passenger numbers and
have maintained a very high growth
rate over the past decade. The significance of the growth in air
freight is given added emphasis by the observation that the guantity of
air freight passing through Perth Rirport actually declined from a peak
of 21,900 tennes in 1986-87 to 18,200 tonnes in 1987-88.

Fifteen to twenty years age, when long haul intercontinental airline

services were provided by Boeing 707 aireraft, Perth was port of call on
the so-called “kangaroo route” to London. That route connected

Sydney/Melbourne through Perth to London via Bombay and Bahrain and,
scmetimes, Rome and Paris.

Services on it were provided by Qantas and




Lrcraft tzavelling in, essentially, an
00 route” .

TABLE 2
COMPARISON OF INTERNATIONAL IRAFFIC THROUGH PERTH AIRPORT;

1977-78 AND 1987-33

Year Passengers Freight

"000sg ‘000 tonnes
1977-78 213.6 3.3
1987-88 661.8 18.2

Average annual
growth rate 12.0% 18.8%

Source: Department of Transport angd Communicationg

airline traffic
toe enjoy a much
than otherwise might have been the cage.
d gone. Mogt international airline g
erth now operate in ; north—south'directio
gateway with the Strategic South East Asian
. Bangkeok and, to a lesger extent, Xuala Lumpur,

very limited. The

Perth do not serve other

This is true of Thai Internationa] Airlines,

'Singapore Airlines, Malaygia Airlines, Garuda, Cathay Pacifie and Japan

Airlines. Y British Airways combines calls at Perth with calls at
‘another Australian port,

~Except for the service which linksg Harare (Zimbabwe) with Perth and
Sydney, a1l of Qantag’ international airline services to Perth are alao
Clearly independent of itsg oéerations to other Australian gatewaysg, The
dircraft flying these servi : i *h.  They do net call at

ﬁy’other Australian Port in the course of their normal flights, ner do
they alternate flights to perth with flights to other Australjan
destinationg. -

n Summary, the figures ip Table 3 gshow that 42% of all seats op
direraft on  scheduled international flights inte : are on
: tefminating services OpPerating ocut of sou i and arcund
70% of 11 883Ls on aircraft enp schedul i ational flightg into
Perth are on terminating S$ervices which do not operate into any other

: Au$tralian city. out of the remaining 3435 Seats, or 30% of the Capacity
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IABILE 3

WEEKLY INTERNATIONAL AIRLINE SERVICES Tro PERIH:
JANUARY 1988

Capacity Provided

Airline Flights Seats
No. No.
1. Services Direct from Singapore/
Bangkok/Kuala Lumpur
Qantas 8 2344
Singapore Airlines 3 1200
Malaysia Airlineg 3 873
Thai International 2 484
Total 16 4901
2. Direct Terminating
Services from Other
Foreign Cities
Qantas 2 866
Qantas/Japan Air Lines 1) 2 406
Cathay Pacific 1 412
Garuda 3 B73
Air New Zealand 3 6560
Total 11 3217
3. Other Sservices with
International Aircraft
Qantas 3 5 1635
British Airways (3) 5 1800
Total 10 3435
Total all services 37 11553

(1}
(2)
(3}

Source;

Joint service

Includes four flights from Sydney

Three flights frem London and Singapcre

Two flights from Auckland and Adelaide
Department of Transport, Western Australiaz
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INTERNATIONAL AIR SERVICES
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into Perth, 1243 seats, or 11% of the capacity, are on flights Qantag
operates in repositioning aircraft between Sydney and Perth. Ihis means
that less than 20% of the seats on international flights to Perth are on
aircraft operating on schedules which take them, from a foreign city,
through Perth on the way to Sydney/Melbourne.

GATEWAY PROJECTS

The Government of Western Australia has been actively involved in
supporting the growth of trade and traffic through the Port of Fremantle
and Perth Airport and in both guiding and responding to their evolution
45 gateways to the Indian Ocean. Set out below are brief descriptions
of a dozen projects which relate directly to the development of the two

western gateways. Some of the projects have been completed. Some of
them are ongoing.

A Transport Strategy Committee investigated into the benefitz of
subsidiasing Stateships’ north west service. In its report, the
Transport Strategy Committee (1986) found that there were strong
economic and social grounds for continuing to subsidise a reqular
Stateships mervice to remote north west ports. However, and perhaps
moere importantly in the long run, the project led the Government and
Stateships’ management to view the shipping line’s future in a much
wider context, As the shipping line with its home pert in

Fremantle, it could play a part in developing trade through the
western gateway.

Stateships is now restructuring its fleet and has developed new
liner services. These ventures were carefully evaluated prior to
being undertaken. a considerable amount of market research has been
carried out, jointly by Stateships and the Department of T'ransport,
Western Australia (1984 and 1987) on how Stateships might develop
offshore liner services. This work led to the introduction of
regular liner services to a range of ports in Papua New Guinea and
South East Asia. Further develecpment of these shipping services,

supported by appropriate market research, is expected over the next
few vears.

A proposal to deepen the inner harbour at the Port of Fremantle has
now been put into action. Detailed research led to the careful
definition of the project, and its subsequent evaluation led to
Government approval of a self-financing project which will provide:

~- 4 greater depth of water at container berths;

- an additional 30 hectares of valuable waterfront real
estate; and

= 4 new harbour for small commercial craft.

The project was commenced in 1988 and is scheduled for completion
before the end of 1989.
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Devising an overall Peort Strategy <for Fremantle is a current
project. It relates to the development and promotion of Fremantle
as "the Western freightway to Australia”, as it has been described,
for example, in the Daily Commercial News of 29 July 1988. The
State Government is seeking a detailed strategy which focuses on
trade promotion and complementary port and trade developments.
Research and analysis supporting the strategy should allow the Port
to define trade potential and to target and evaluate proposals for
investment in port facilities. It will alse focus on cargoe handling
efficiency and the need to rationalise container handling
facilities.

During the 1980°s several Pieces of research have been focused on
development of a mini-landbridge to facilitate the west-east
movement of containerised freight which might enter or leave
Australia through Fremantle. oOf particular note was a feagibility
assessment carried out by Australian Shipping Consultants (1983).
Their analysis reveals there iz some potential for the development
of a mini-landbridge. However, it has not yet prompted the
systematic exploitation of that potential by either shipping lines
or rail authorities. Further research into the potential for an
intermodal approach to the development of a western gateway for
containerised cargoes which might use a mini-landbridge will
continue throughout 1989 and into 1990.

The Western BAustralian Port Operations Task Force represents
shippers,; ship owners, employers, unions, the ports and the State
Government. The Task Force was set up in 1988, and part of its role
iz  to investigate strategies to improve efficiency on the
waterfront. Its particular focus is on stevedoring practices at the
Port of Fremantle.

In 1985, the State defined its approach to domestic airline
regulation in Australia, in a major submission to the Independent
Review of Economic Regulation of Domestic Aviation conducted by May
et alia (1986). The QGQovernment of Western Australia’s submigsion
(1985), is a benchmark document based on an accumulation of many
years policy research. Action to bring about many of the changes
sought in the submission was put into effect when Senater Evansg
announced the end of the two airline policy in a major pelicy
Statement in October 1987. However, the Evans’ announcement did not
sanction changes to a number of policies which inhibit the
- developrmient of Perth Airport as the nation’s western air transport
gateway. In brief, the Evans’ statement rejected pleas to ensure
that:

ultimately, there is an end to segregation of domestic
and international airline services; and

the design and control of infrastructure at airports
does not inhibit contestability in the jet airline
market.
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Consultants were commissiconed by the Western BAustralian Government
to identify workable alternatives to the present Federal Government
policy on the negotiation of international air transport rights.
The Centre for Iransport Policy Analysis (CTIPA) report (1988)
identified a number of policy optione which would benefit the
western gateway without disadvantaging the rest of the nation.

Case sgstudies have been carried out by Gallagher (1987) and Brownell
(1987) on why the Dutch airline, KLM, and Air Mauritius should be
allowed to operate services toc Perth. In both cases, it was shown
that there would be net gains to the nation. The Federal Government
has yet to approve of an application by either airline to put
regular and scheduled capacity into Perth in accordance with the
scenarios outlined in the case studies.

Currently, research is being undertaken to explore how both Qantas
and Perth might gain from having carriers like Air Mauritius and
Gulf Air involved in the operation of airline services which cross
the Indian Ocean and terminate at Perth. Qantas could gain from
operating joint services with carriers like these, and/or through

the on-carriage of passengers and/or freight between Perth and
Sydney/Melbourne.

During the early 1980°'s, Western Australia mounted a strong case for
deregulation of the internaticnal air freight charter market. Most
notable was the submission of the Government of Western Australia
(1985) to the International Air Freight Policy Review. ILhe
Scully/Butcher (1985) report on this issue led, ultimately, to the
Federal Govermment abandoning the policy of exercising economic
restrictions over the activities of genuine air freight charter
operateors operating on international routes.

When the I4th ATRF meets, in September 1988, a Transport Strategy
Committee looking at the need and location opticns for international
gateway airports, in the north of the State, will have completed its
investigations and research and presented its report to the State
Government. The Strategy Committee iz seeking to identify what
internaticnal airport infrastructure may be regquired to allow the
north of the BState to realise the potential it has to attract
foreign tourists and to export perishable horticultural produce. It
is seeking, also, to gain an insight into when investment in this
infrastructure might be justified.

In this paper, a plea has already been made for a wider, more relaxed
vision of transport research. The plea is concerned with investigation
and analysis which is action oriented yet, at the same time, careful,
critical, raticnal and cbjective. Investigation and analysis associated
with any one of the twelve projects described, above, would be embraced
by this interpretation of transpori research. In some projects, the
investigation and analysis has been rigorous encugh to satisfy the most
rigid academic test. At the other end of the spectrum is investigation
and analysis which has been pragmatically tailored to meet the demands
cf project decision makers and coloured by educated yet subjective
judgemeants.
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-'to gquide future development .
“'developed by exploring, in more depth,
~these projects. The two cage Study prosectg are:

Srevaluation of Stateshipg”’ 8ntry into the south East Asian
" service; and

The CTIPA Study cn air traffic rights,

" STATESHIPS' S$SQUTH EAST ASIA SERVICE

‘The. report of the

port were not restricted to the
operation of Strictly scheduled liner services in the coastal
trades.

become an
in Fremantle
the nation's west coast trade

ag directed Stateships to investigate a oumber of
roposals relating to the operatiop of offshore liner shipping services
-oand, subsequently, to Participate ip entrepreneurial initiatives.
'Stateships Co-Operateg closely with the State Department of Transport
. in, first of ali, identifying Suitable offshore Proposals and then in
'investigating their feasibility and, t in carefully eval
Potential profitahility“
analysis have been severs]

The Present Sexrvice
‘The SOtry of Stateships into a liner service to connect

- Fremantle and Pilbara ports tmas Island ang ports
net in July 19387,
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‘Jen Sanders' By February 1989, the "Jon Sanders had been replaced by
a similar wvessel, the “Mary Durack' and a second vessel, the "C.Y.
¢ Connozr” was introduced to the service.

Now, there are two vessels operating a fortnightly service out of

Fremantle. I'he vessels make scheduled calls at Cocos Island, Christmas
Isiand, Singapore, Kuching (East Malaysia)}, Muara (Brunei), Jakarta and
Surabaya (Indonesia}. On inducement, calls can be made at other

Malaysian and Indeonesian ports such as Kuantan, Sibu {both in Malaysia),
Pontianak and Ketepang (both in Indonesia).

Entry of Stateships into a new trade is strictly dependent on the
fulfilment of two simple criteria:

(1) that the new service will provide trading opportunities for
exporters and create economic activity and employment
cpportunities; and

(2) that after an initial development phase, the new service will be
financially profitable.

These criteria would not have been satisfied if it had been decided that
Stateships would, for example, operate a shuttle container service
between Fremantle and Singapore. In that situation, Stateships would
have been entering an already competitive trade. It would have been
providing one more option for existing shippers of export cargoes
without, necessarily, exerting downward pressure on freight rates. No
new trading opportunities would have been exposed..

Finding the Right Market RNiche

Conseguently, what Stateships has been required to do, prior to putting
vessels into the South East Asian trade, was to find new market niches.
In other words, it has had to show that the proposed new service would
substantially contribute to the development of the Port of Fremantle as
the nation’s western sea trade gateway. This meant developing a
practicable yet realistic get of proposals, investigating the physical
and institutional parameters of those preoposal and carrying cut in depth
market research. i

One of these exercises was carried cut in 1986-87 and is described in
detail in a joint Stateships/Department of Transport, Western Australia
(1987) report.

It involved on the spot investigation intc whether institutional factors
and work practices on the waterfront in countries like Indonesia,
Thailand and Malaysia would make it difficult for Stateships tc cperate

freely there. The possibility that government regulations or the
behaviour of a local bureaucracy might impede either trade or the smooth
operation of a shipping line had to be investigated. Sc did the

availability of reliable, honest and hard working shipping agents to
ensure the smooth passage of cargoes and vessels through ports. A3 we
have already found out, it is not always easy to find agents who are
adept at, on the one hand stevedoring and serving the physical




AUSTRALIA'S WESTERN GATEWAYS

regquirements of a vessel and crew in peort and, on the other hand,
marketing a4 relatively new service and generating new cargoes for it.

There were also gome areas of strategic sensitivity to be investigated.
For example, would the Indeoneaian Government be pleased to have a
shipping line owned and operated Dby the State Government plying for
trade in its pores? Would the activities of Stateships add te the
development of friendly and profitable economic ties between the two
countries? Happily, in bhoth cases the answer has been unambiguously
affirmative.

Finally, there was market research. Could trading opportunities for
Western Australia be identified? At what ports might a service operated
by Stateships trade profitably, and what size and type of vessels would
best suit the cargoes available? Ihis market research had toc be
thorough and detailed. It revealed, for example in relation to the
Indonesian eity of Surabaya, that there were limited export
opportunities for meat, fruit and vegetables, dairy products and
specialised building materials, but that these oppeortunities had strong
growth potential, It also revealed that exporters would have to work
nard in the market place to realise this potential. The market research
revealed, in relation to the same city, good immediate prospects for
less high value exports such as specialised feed grains and lupins, meat
and bone meal and waste paper. The market research also showed that
Stateships could profit from carrying a range of cargoes out of
Surabaya: cargoes such as paper, glass, carpets, cane furniture, some
iron and steel products and building materials.

Turning Research into Reality

" Following the investigations described above, Stateships advised <the
State Govermment that there was an opportunity to develop a profitable
liner shipping service in neighbouring South East Asian waters and that
such a service would complement rather than compets with existing
services from the gateway of Fremantle. The Government accepted that
the service proposed would:

open up a wider range of ports in South East RAszia, thus exposing
more of +that region to direct access by Western Australian
producers;

increaze the fregquency of shipping services and the capacity
available for both dry and reefer cargoes shipped in containers to
South East Asia;

provide greater opportunities for north west producers; and

e improve access to fast growing markets in Indonesia.

S To engure that the service had the best chance of operating profitably,
- it was necessary for Stateships to undertake three more important tasks.

It had to, through a tendering prucess, secure the contracts for

shipping supplies from Australia to the offshore territories at
Christmas Island and Cocos Island.

591
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It had to select and charter appropriate vessels @t the right price.
These had to be shallow draft vessels {to serve Cocos Island in
particular). They needed to be relatively smaill, yet versatile and

self~sustaining with on-board cranes capable of loading and
unloading containerised cargoes

It had to negotiate with the maritime unions to operate the vessels
with a crew small enough to make both acquisition and operation of
the required vessels economical. Ihe vessels which were acquired

are  Australian flag vessels operated with a hard-working and
enthusiastic crew of eleven.

Since itg introducticn,
profitably. It has add

i how to expand the
and how the existing North West service might be
© Indonesian ports.

range of ports served;
lirked into a service t

THE CTPA STUDY

response to the often expressed
g into the Perth gateway does not
interstate gervices toc Western

opinion that airline capacity operatin
match demand for international and
Australia, and that regulator
constrain thig capacity.

internationai airline capa

city through its ability te dictate terms in
negotiations on bilateral

Air Service Agreements.

The CTPa Study was directed at seeking workable alternatives for trading
aviaticen rights which would benefit Wesgtern Australia without
disadvantaging the rest of the nation. In summary, the relevant
findings of the CcTPa were as followa:

(1} In discussing the trading of aviation rights,
question is how to strike an appropriate bal
one hand, securing Australian access +o jol=d
markets and, on the other,
airline services by encourag

the important policy
ance between, on the
tentially profitable
promoting the welfare of congsumersg of
ing innovation and competition.

In the past, Australian practice in the
international aviation has 1
these objectives.

requlaktion of
eaned too far towards the first of

{2) General econcomic arguments in £
international aviation industry.
all ocpportunities available teo it
the muitilateral deregulation of in

avour of free trade apply to the
Therefore, Australia should use
to argue for and work towards
ternational air transport.
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in the foreseeable a. This blue gkjes
objective ig net  pertinent te bilateral negotiations oqp the
provision of ajy Services to/from Australia, Nevertheless, s
should remain 5 guiding star for policy makers,

(k)

(c) designating additignal Australian airlines to fly
internationgl routes;

(d} allowing Qantas and any other Australian airline
unfettered a2ccassg to domestic routes; ang

{e) Pursuing the creation of 5 unified Australia-New
Zealand aviation market

It was recognised that introduction of all of thege changes woulg
amount +go 5 radicaj transformation of Australiap Policy on
international aviation. Influencing the introductison of the whole
Package of changes might absorb 4 great deal

Persuagive effore, Neverthelesa, each one of

combination of them, was recommended ag

beneficial to both we

on capacity,

"There are many practieal

add capacity at wilj,

"dumping” of Capacity,

Provigo that the automatic right to
if sear factors

Sustained periog,

Importantly, gome  form of Capacity liberalisation may have
attractions for oQantas, The airline Nas become increasingly
competitive jin recent years ang has obviously been positioning
itself for major expansion in Asia. The knowledge that it will be
free to increase capacity as jitg busineeg demands may have some
attraction to an airline that regards itself ag winner rather
than a loger. "
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(5) In recognition of the resistance there may be to the introduction

of the package of reforms recommended,
could be taken by permitting Qantas
introduce scheduled services at will to:

in (3) above, a first step
and foreign airlines +to

(2) all secondary gateways (1); or,

{b) West Coast airports cnly.

The relatively modest reform alternatives in (5) above are two out of a
large number of policy options identified by the cCrea. They are

pertinent to the themes of this paper. Consegquently, they warrant
further exploration.

Secondary Gateways

The Federal Department of Transport and Communication has expressed .a
pelicy of encouraging carriers to serve smaller gateways. In a
communication from the Department to the CTPA it was stated that

"Federal Government representatives {(in bilateral negetiations) take
every opportunity to encourage foreign carriers to serve smaller
gateways. This approach has regard to the increasing congestion at
Sydney, to Australian consumer interests, and the scope for developing a
range of ipnbound tourism markets offering differing characteristics. ™

However, this view was heavily gqualified by the statement that
"particular interests need to be considered ir the context of the

broader national interest and to have regard to the reciprocal nature of
the aviation rights being traded.”

The upshot of current attempts to balance these considerations is a
regime that has structural features that tend to
gateways, but within which a number of ad hoc adjustments have been made
that tend to ameliorate its effects. The general practice of
maintaining capacity controls tends to squeeze cut the smaller gateways,
since airlines, which are permitted to deploy less capacity than they
would like, will tend to concentrate that capacity on Sydney.

disadvantage smaller

The impact of this factor on Western Australia hag not been reduced
because, in a number of cases, separate and specific capacity provisions
have been made for the services to Perth. Indeed, foreign airlines
have, as has been shown already in this paper, sought +to cperate
gservices to Perth. Furthermore, for South East Asian airlines, such as
Malaysian Airlines, the specific capacity provisions for Perth seek to
limit the capacity they can provide on routes to/from Perth.

Thus, it can be argued that Perth has the worst of both worlds. Some
airlines choose to concentrate what capacity they are permitted to .
operate on Sydney. Others which seek Perth as a first choice have the
capacity they are permitted to operate into that city limited.

(1} 1In the Australian context, CTPA defined a secondary .
gateway as any airport other than Sydney and, perhaps, Melbourne.
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CTPA argues that this squeeze on secondary gateways, like Perth, can be

émelicrated by freeing Up restrictions on flights to and from them,

There are precedents for this practice. McGowan and rrengove {1986)

point out that a precedent exists ip the EEC, where it is permitted with
‘‘aireraft having far less capacity than 70 passengers. The Thai
“newspaper "The HNation" (1988) repcrted that Thailand has declared 3
“policy of free access +o provincial airports in a bid to promote
Stourism.

pr.make the secondary airports policy work it would be necessary only
to:

clearly specify two categeries of international airport, primary and
secondary. (It may be that only Sydney would fall into the Primary
category);

i__retain the existing policy -~ negotiated bilateral agreements
focused on securing equivalent rights for Qantas -- with respect to
primary airports;

.automatically approve applications to fly to secondary airports if:
- the proposed route includes only secondary gateways;

- the government of the carrier making the pProposal
agrees to allow Qantas to fly equal Capacity on the
route in question; and

there is a safety net’ agreement which prevents
dumping of capacity when two or more airlines operate
on a route.

:The CTPA concluded that implementation of thisg reform would have cnly
minimal impact on the aggregate number of international airline services
‘to and from Australia.

- West Coast Airports

The CTPA advanced several legitimate arguments for the development of a
‘Separate negetiating policy for international airports on Australia’s
‘west coast: in reality this means Perth and, perhaps, Darwin and Port
‘Hedland. Among the arguments were the following.

Perth, like other small markets, is in the position of having to
make an extra effort to attract internaticnal air services. Ihe
chances of Succeeding in this endeavour are inhibited by the usual
Procedures, designed to protect Australian participation and
Preserve the value of access rightg. The procedures place obstacles
in the way of the development of new services and the expansion of
established ones. Large and lucrative markets may be able to
encourage airlines to Persist in seeking access in the face of such
obstacles. Smaller markets cannot carry this extra burden.
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As has already been illustrated in this paper, international airline
gervices to the west coast of Australia are operationally and
economically separable from services to the east coast, An
important corcllary is that the withdrawal of services from Perth,
or any other deterioration in prices or the level of service to
Perth weould have little impact on the services provided to other
Rustralian destinations.

Western Australia’s aviation 1links are very much different from
those on the east cocast. Whereas the major traffic orientaticn on
the east coast spans an arc eastwards from Japan, embracing the US
and New Zealand and Pacific destinations, the major traffic
orientation in Perth is towards an arc westwards from Japan,
focusing on South-East Asia (see Figure 1).

As a market with a predominantly South East Asian orientation,
Western  Australia has been disproportionately affected by
Australia’s attempts to contain sixth freedom cperations through
capacity restrictions. These constraints have most sericusly
affected the South East Asian carriers which are of far greater
relative importance to Perth than to the rest of Australia.

The CTPA concluded that because airline services to Perth are saparable
from those to the rest of the country, and of comparatively minor
importance to Qantas, there are no wvalid reascns why the west coast
gateway should not be subject to different policies in respect of the
granting of aviation privileges. To make a west coast gateway policy
workable, it would be necessary only to:

remove constraints on the provision of capacity on major routes into
Perth; and

introduce a policy which is receptive to the approaches from new
carriers wishing to establish links to west coast gateways.

A starting point for a west coast gateway policy could be a series of
bilateral agreements with Singapore, Malaysia and Thailand that provide
for free determination of capacity on west coast routes -- if necessary
with a ’'safety net’ provision that prohibited the addition of more
capacity if load factors fell consistently below, say, 50 per cent over,
say, & six-month periocd.

A policy of actually encouraging new carriers could alsc be introduced.
This policy might also embrace the possibility of designating other
Australian airlines to fly on any international routes into a west coast
gateway, which fail to attract the interest of Qantas.
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CASE STUDIES RESEARCH: A COMMENT

: A consistent undercurrent to the main theme of this Paper has been a
"plea for a wider and more relaxed vision of transport research
has been made because research seems to have become an unfashicnable
discipline. A good deal of useful research work now acguire
euphemistic, user friendly labels such as “management services
information".

A commentary on the transport researeh supporting the two case studies
described in this paper may provide a support for the argument that,
regardless of how it is labelled, a wide variety of investigative and

i+ analytical work is the type of objective research which has a place in a
-, forum such as the ATRF. 1 Parallel argument is that genuine research

dascribed as research.

Stateships and South East Asia

ppropriatel
The research has been essential to:

identifying the agency’s role and objectives;
finding the right market niches for Stateships;

evaluating the financial impacts of service and fleet deployment
options;

rationalising the line's fleet and sailing patterns;

aseisting the line’'s management in presenting its argument for
change to Governmment.

" ‘The research and analysis has heen successful, partly because it has
‘been appropriately tailored to the tasks at hand, and Partly because it
- has been in tune with the demands of Stateships’ executive. Tt has been
carried ocut in close co-cperation with management and it has been used
a8 a critical tool in the decision making process. It is necessarily

:-Nevertheless, the investigation and analysis which has supported
Stateshipg” entry into South East asia does lack some of the rigour

- demanded of academic researchers. Some of it relies on the educated but
Partly subjective judgements of thosge undertaking it, rather than on the

c‘precige application of accepted research technigues. Furthermore, it is
ressentially pragmatic and its form of Presentation varies to suit a
Tange of audiences.

A70107-8
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The CTPA Study

By design, the research and analysis which characterises the CTPA study
wag gsignificantly different to that which has been used to support the
Gevelopment of Stateships’ South East Asian service. There are tweo
reasons for these differences.

Firstly, in the CTPA study, there was no real opportunity for an ongoiag
dialogue or even meaningful interaction between the researcher/analyst
and the peolicy making body (the Federal Department of Transport and
Communications) or the government agency {(Qantas).

Secondly, the CTPA study is a finite piece of tightly argued analysis
produced by consultants answering +to set terms of reference and a
steering committee. It is rigorous in an academic sense. Its
arguments are well developed and their logic is persuasive. It is
creative in the way the arguments are grouped and presented.

However, the arguments themselves are not new and the CTPA study is
vulnerable to many of the familiar criticisme of the research process.
It can be dismissed as an interesting but esoteric study. Its subject
matter is complex, and critical to its usefulness is the fact that it
must be accepted and believed by a team of decision makers (the State
Cabinet) who will not, for the meost part, understand its nuances.

These decision makers cannot make the changes the arguments seek. They
are, at best, powerful advccates for policy changes. The same decisiocn
makers are probably canny encugh to realise that, even if the Federal
Government were to implemént the changes they seek, and the benefits
were to flow on to the State as a conseguence:

it may not be widely recognised that the benefits have been
achieved; and

even if it is, the role of the State as a catalyst in bringing about
these changes may not be recognised.

In other words, the State Government may have good reasons for being
seen to be active in response to public pressure on it to lebby for an
end to regulatory constraints on the flow of tourists through Perth
Airport and, at the same time, deciding not to pour rescurces into a
tenacious pursuit of the strong arguments for change provided for it by
sound research and analysis. : i

Those responsible for the CTPA study were always aware that the kind of
arguments they painstakingly provided could stumbie over this kind of
hurdle.

Concluding Comments

The research technigues which characterise the two case studies are
poles apart. Both have their inherent weaknesses. Nevertheless, in
each case the research technigues have been appropriately applied in a
positive search for ways to improve the economics of transport through
Australia’s western gateways.
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SUMMARY

Sustained Growth

last decade:

the movement of laden overseas contajiners through the Port of
Fremantle hag tripled;

the number of overseas Passengers moving through Perth Alrport hasg
tripled; ang

the quantity of international air freight moving through Perth
Airport has Sustained a growth rate of almost 20 Per cent per annum
(a more than fivae fold increase)n

r both gateways is the movement

link with UK/Europe" Direct trade and tourism

links with South East Asia have grown significantly“ In addition, much
of the personal travel

© the free fiow
The Waterfront Task Force
S kind of work,

looked at ip this  paper Provide quite different
of work which is being undertaken to guide the
development of the two western gateways.

.. Stateships south East Asian Service

; Indenesian  ang " i offer unigue
'ﬂpportunities to exporters on alia’ r were identified.
It wag established that with 1 appropriately crewed,




GALLAGHER

Stateships could profitably ply the routes between the Fremantle gateway
and these ports.

Research has shown that such services could add an extra dimension to
the role of the Port of Fremantle as Australia’s western sea transport
gateway. It, alone among Australian ports, has the combination of
location and size which allows the development of complex commodity
trading networks with a wide range of ports in Scuth East Asia. Direct
services can be offered out of Fremantle to ports such as Muara (Brunei)
Or Surabaya (Indonesia). From eastern Australian ports ship scheduling
economics dictate that services to ports like these must be through a
transhipment hub like Singapore.

The CTPA Study
The strong arguments developed by the CTPA reveal that:

in ¢rading internatienal aviation rights, the important policy
question i3 how to strike a balance between securing Australian
access to potentially profitable markets and promoting the welfare
of consumers (travellers);

general economic arguments in favour of free trade apply to the
internaticnal airline industry;

Australiaz should institute a range of guite radical policy changes
in liberalising its own approach to the regulation of international
air services; and

as it works towards the achievement of these changes, Federal
Government could alleviate some of the problems being experienced at
the isolated, but much demanded western gateway, Perth, by
introducing a policy which favours the loosening of capacity
restrictions at either:

- all secondary gateways; or
- the western gateway itself.

The CTPA concluded that the immediate introduction of either of these
two reforms could contribute to a significant increase in the flow of
tourists to Western Australia, yet have only a minimal impact on the
aggregate number of international airline services operated to and from
Australia by Qantas.

Final Comments

For the Government of Western Australia it has been more easy to take
actions which complement the development of the nation's western sea
transport gateway. At the Port of Fremantle the State can act directly
through policy actions and discretions to own agencies. A considerable
body of investigation and analysis work is ongoing and aimed at both
sustaining the growth o¢of trade through Fremantle and adding extra
dimensiocns and depth to its links with neighbours in the Indian Ocean. -
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For the State, the road to successfully developing the gateway role of
Perth Airpert has been less @asy, despite considerable recent Federal
investments in both international and domestic terminal facilities.

While current resgearch shows that a high level of demand led growth of

tourism through Perth Airport can be sustained, convineing the Federsl]

Government to ease scme of the controls which inhikit growth requires

long and sustained pressure from the State. Despite thege éonstraints,

it must be admitted that growth in traffie through Perth Airport has

been encouraging.

: € executives of the semi-
autonomous Federal Airports Corporation. Hopefully, the State will be

able to co-operate closely with this body

vigitor access and promote further develop

nation’s western air transport gateway.
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