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EXECUTIVE SUMMARY

BACKGROUND

Despite the significance of freight to our daily lives, few of us understand its importance (or we take it for granted) and fewer still understand the complexity involved in sourcing, purchasing, packing, moving, storing, and delivering freight around the country and around the world. These activities are commonly referred to as logistics.

Efficient and effective logistics are accepted as an essential element to a firm’s competitive position. More recently governments are recognising the importance of logistics policy as a means of improving national competitive advantage.

On 24 May 2000, the Federal Government announced that the Deputy Prime Minister and Minister for Transport and Regional Services, John Anderson, would be responsible for the development of a Freight Transport Logistics Industry Action Agenda during 2000-2001. Action Agendas are designed to build a dynamic partnership between industry and government in order to achieve the common goal of sustainable economic growth in a global environment.

This Action Agenda is about exploring what the future for logistics and its influence on the Australian economy might be. The Action Agenda focuses on the Australian freight logistics industry, but recognises also the important role of ‘in-house’ logistics professionals. The strategies these professionals adopt will continue to influence the future direction of logistics services in Australia.

The Action Agenda aims to improve the relationship between government and industry, examine and capitalise on opportunities for growth, and to generate the momentum for freight logistics firms, and their customers, to use their initiative to create a dynamic and competitive freight logistics industry.

THE IMPORTANCE OF FREIGHT LOGISTICS

The Bureau of Transport and Regional Economics (BTE) conservatively estimates that freight logistics activities represented approximately 9 per cent of Australia’s gross domestic product (GDP), or $57 billion, in 1999-2000. Of the $57 billion freight logistics sector, the Action Agenda estimates that:

· Approximately $31 billion worth of freight logistics activities were performed in-house;

· The remaining $26 billion represented those activities undertaken by the freight logistics industry.

The freight logistics industry is defined as those firms providing freight logistics services to the business community. Of $26 billion worth of services provided by the freight logistics industry, freight transport logistics operators provided approximately $23 billion, and non-transport logistics operators provided approximately $3 billion.

These estimates can only be described as broad. This is because it is difficult to determine the scope of increasingly complex freight logistics chains and there is a dearth of data from which to clearly articulate the significance of the freight logistics sector and industry.

Nevertheless, at around 9 per cent of GDP, the freight logistics sector is one of the biggest sectors in the Australian economy. But this ‘share of the pie’ argument is only part of the story. An efficient and effective logistics sector is also vital to the economy because of its enabling effect. Freight logistics extends market reach, by giving manufacturers access to a wider range of raw materials and supplies from different sources. Freight logistics also provides consumers with access to a wider range of domestic and international goods and services, while reducing waste in production, consumption and in the deployment of capital.

Improved logistics practices can have a significant effect on a company’s bottom line. Although independent analyses of such benefits are not available, Australian firms have experienced success in adopting better logistics practices. For example
:

· BHP Transport and Logistics which reduced some logistics costs by 10-30 per cent;

· Smorgon Steel which improved customer service levels from 80 per cent to 90 per cent, demand forecast accuracy from 70 per cent to 95 per cent, reduced inventory by 5000 tonnes (a $3 million once off saving) and reduced transport costs by $2 million per year; and

· Compass Logistics which achieved a 30 per cent reduction in costs while increasing service levels and reducing the overall transport task by adopting co-delivering practices for three clients.

These improvements are in line with overseas experience. For example
:

· Sainsbury’s, in the United Kingdom, achieved a 500 per cent return on investment in the first 24 months, and £7 million in stock savings per annum after adopting a collaborative planning system in 1998;

· Maersk Logistics helped reduce one United States company’s inventory from US$10.8 million to US$5.5 million; and

· Harley Davidson has, for the past four years, been undertaking an overhaul of its logistics chain that has delivered a reduction in material costs of $US40 million, and product development time has been reduced by 30 per cent enabling the company to become more responsive to consumer demands
.

CHALLENGES FOR FREIGHT LOGISTICS

Developing a dynamic and sustainable freight logistics industry in Australia is important if Australia is to remain a competitive modern economy. To develop such an industry, a number of challenges must be met head on. These include:

· The need to establish a united industry view on freight logistics issues. The traditional modal interests must be developed into a multi-modal view and combined with the interests of non-transport operators to address freight logistics issues at a higher level than is currently the case. A united industry approach requires strong leadership to articulate the industry’s mutual interests, and a fundamental shift in industry culture to address the new drivers of economic success – knowledge and relationships.

· Inadequate freight logistics infrastructure in key parts of the transport network, resulting in increased transport costs and the inability of some regional and rural Australian businesses to access the full range of freight logistics opportunities available to their competitors.

· An industry with an ageing workforce that finds it difficult to attract young people because of the perception that the industry is dirty, ‘old’, and male dominated, while exacerbating the shortfall of suitably qualified freight logistics professionals.

· A lack of public understanding of the significant role freight logistics plays in their lives, which leads to public pressure that impedes the development and maintenance of freight logistics infrastructure in urban areas, and in turn leaves the industry vulnerable to inappropriate environmental policies.

· Governments that do not recognise the full significance of freight logistics, and do not formulate coordinated policies that address both the hard infrastructure issues facing the industry and the need for a full range of programs that facilitate the development of world competitive logistics chains in Australia.

A modern economy demands a freight logistics industry that is smarter, not just in a technological sense, but also in the way it develops relationships between individual components of logistics chains. Consequently, the Australian freight logistics industry must apply all its skills and knowledge so that it can be a valuable, sought-after participant in global logistics chains while still delivering local solutions to local needs.

This Action Agenda provides the framework for addressing the challenges facing the Australian freight logistics industry. In doing so, the Action Agenda recognises the need to:

· Address the lack of suitable data and information available to assess the performance of the freight logistics industry, and improve the dissemination of data and information that can be used to improve understanding of how the industry operates;

· Educate the business community, particularly SMEs, in the commercial benefits of adopting logistics best practice and facilitate access to the resources required to move to best practice;

· Significantly improve the freight logistics industry’s occupational health and safety (OH&S) record, and boost the industry’s investment in its people, at all levels, to enlarge the pool of suitably qualified logistics employees;

· Develop flexible working arrangements that reflect the need for modern logistics chains to be responsive to changing customer demands, while addressing the industry’s contribution to urban congestion, reduced social amenity and environmental outcomes;

· Work with governments to improve the provision and utilisation of priority freight logistics infrastructure, and to adopt a broader freight logistics chain approach to government regulation and industry accreditation;

· Provide guidance to governments to improve the delivery of policies and programs that strengthen freight logistics chains, and in doing so, improve the freight logistics industry’s access to government assistance, particularly in the areas of education and training, R&D and innovation.

ACHIEVING CHANGE

A competitive, sustainable and dynamic freight logistics industry will not be achieved without a fundamental change in approach by both industry and governments at peak levels. Hence, the Action Agenda recommends that industry and governments re-assess as a priority their individual and collective capacities to address freight logistics issues and to set up new frameworks to achieve a freight logistics perspective.

The resources needed to achieve change are best applied when they are clearly focused on priority outcomes. Although the Action Agenda provides substantial detail for a five year plan for change, the thrust of the actions are focused on the freight logistics industry’s five key priorities. These priorities are:

· Leadership

· Infrastructure

· People

· Innovation through technology and knowledge

· Sustainability

Table 1 illustrates how the 37 actions support these five priority areas.

THE TIME IS RIGHT FOR ACTION

The time is right for the freight logistics industry to work in partnership with all levels of government to provide benefits across the industry and to the whole Australian economy. Factors are converging to provide a window of opportunity for Australia’s freight logistics industry to become a world leader. These factors include:

· The fertile foundation of two decades of economic and regulatory reform

· Government readiness to assist through Commonwealth, State/Territory and Local Government initiatives

· Information and communications technology (ICT) developments that support global logistics chains

· Opportunities in Asian markets for the export of Australian freight logistics services

· The global shortage of qualified freight logistics people provides an opportunity for Australian freight logistics educators and trainers.

However, the window of opportunity will not remain open for long. Already:

· Other nations are developing logistics policies to take advantage of the economy-wide benefits provided by a world class freight logistics industry

· Other industries are recognising the need to address the recruitment and retention of valuable employees from a diminishing pool of young applicants

· Global logistics chain leaders are seeking out those firms that have the capabilities to join their logistics chains, and failure to act now will create future barriers to the integration of Australian logistics chains in the global market place.

It is therefore in the Australian freight logistics industry’s best interests to take action now to take full advantage of the opportunities of tomorrow.

The Australian Freight Logistics Industry:
Providing the will and means to trade anywhere, anytime.

Table 1:
Priorities and Actions
LEADERSHIP

Priority Action
Supporting Actions

Action 36
Establishment of the Australian Logistics Council 
Action 33
National Industry Consultative Framework 



34
Australian Transport Council Support



35
Coordinated Government Activities


Regulation



Action 28
Regulatory Reform Assessment



29
Regulatory Reform Approach



30
Insurance and Liability Review


Exporting Services



Action 21
Export Working Group



22
Global Logistics Chain Capabilities

INFRASTRUCTURE

Priority Action
Supporting Actions

Action 23
Government Strategic Framework
Action 24
Secure Transport Corridors



25
Freight Centre planning



26
Federal Infrastructure Funding Review



27
Logistics Facility audits



31
Access Regimes Assessment



32
Accelerated Rail Reform

PEOPLE

Priority Action
Supporting Actions

Action 13
National Education Framework
Action 12
Career and Training Opportunities



14
Learning Networks



15
Education and Training Web Portal



16
Education and Training Funding



Workplace Relations



Action 10
Flexible Work Arrangements



11
Occupational Health and Safety

Table 2:
Priorities and Actions, cont.
INNOVATION THROUGH TECHNOLOGY AND KNOWLEDGE

Priority Action
Supporting Actions

e-Logistics

Action 9
Inter-connectivity of systems
Action 7
Benefits of eLogistics



8
eLogistics and Freight Distribution

Strategic Knowledge

Action 1
Data and Research
Action 2
Best Practice Packages



3
Template Service Level Agreements


4
Accreditation Arrangements


Innovation, R&D



Action 5
Innovation Process



6
Research and Development Capabilities

SUSTAINABILITY

Priority Action
Supporting Actions

Action 20
Environmental Accreditation
Action 17
Increasing Efficiency and Reducing Congestion



18
Life-Cycle Assessments



19
Packaging Waste

�	Taken from the official proceedings of the Smart 2001 Conference The Challenge of Integration, May 2001, Sydney


�	Ibid


�	Business Review Weekly, October 4-10, 2001, pp. 38-9
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