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INTRODUCTION 

This economy update by Australia focuses on ten key developments: 

1. Australia’s Airspace Reform;

2. Aviation Safety Regulatory Reform;

3. Australia’s Increased Transport Security Measures since September 11; 

4. The Australian Government Response to the Collapse of ANSETT;




5. Sale of Sydney Airport;




6. Maritime Developments: Review of Ship Survey and Pollution Prevention in the Great Barrier Brief; 



7. Maritime Developments: Australia’s Ban on Harmful Anti-fouling Paints on Ships;

8. Australia’s Satellite Navigation Strategic Policy – Positioning for the Future;


9. AustLink – a New Framework for Planning and Funding Australia’s National Land Transport Network; and 

10. The Australian Logistics Industry Strategy.

1. AIRSPACE REFORM

The Government has agreed to the recommendation by the Special Aviation Reform Group, to adopt the National Airspace System (NAS) as the model for reform of Australian airspace.  An Implementation Group has been established and work on implementing NAS has commenced. 

In concert with airspace reform, the Government is pursuing an aviation reform program, which includes:

· the corporatisation of Airservices Australia;


· the future responsibility for rescue and firefighting services, terminal navigation, and tower ATC services;


· the establishment of an air standards task force to complete the reform of the aviation regulations; and


· a review of the structure and reporting arrangements for the Civil Aviation Safety Authority.

2. AVIATION SAFETY REGULATORY REFORM

Aviation safety regulatory reform is an integral part of the Government’s aviation reform program.  These reforms include:

· a review of Australia’s aviation safety regulations.  The Civil Aviation Safety Authority (CASA) is aiming to submit all new aviation regulations to Federal Parliament by the end of 2003;

· the negotiation of a Bilateral Aviation Safety Agreement (BASA) between Australia and the United States to promote the reciprocal acceptance of certification and standards in the area of aviation safety; and

· discussions between Australia and New Zealand on mutual recognition of air operator certificates (AOCs) issued to airlines operating in the Australia-NZ single aviation market are well advanced.

3. AUSTRALIA’S INCREASED TRANSPORT SECURITY MEASURES SINCE SEPTEMBER 11

The Australian Government has increased transport security measures since September 11 2001.  With regard to aviation security, the Government has:

· strengthened border protection measures;

· strengthened counter terrorism arrangements in country including more resources for the security agencies and greater powers to deal with terrorists in country;

· implemented additional security measures, such as increased passenger and baggage screening and access control , to protect international and domestic aviation within country;

· deployed air security officers on domestic flights; and

· increased the Australian Protective Service deployment to major Australian airports.

The Australian Government continues to keep its policy response to the changed aviation security situation arising from the events of 11 September 2001 under review, recognising the importance in developing and maintaining a strong and flexible response to the changing security environment. 

Australia has been a strong supporter within the International Civil Aviation Organization (ICAO) for the ICAO Plan of Action.  This Plan involves:

· appropriate international aviation security standards, and

· an ICAO aviation security audit function.

Australia has committed both funding and short-term experts in support of ICAO.

For Shipping and maritime security, shipping and ports have tightened security measures as a consequence of September 11. 

The movement of goods and services around the world requires global systems to ensure efficiencies. Shipping is a global business and many shipping companies and ports have, on the basis of their own commercial interests, significantly upgraded security measures.  The United States have also put in place a number of security measures to increase shipping and port security that have global flow on effects. 

As shipping is global, tightened security measures are best dealt with on an international basis. Therefore the International Maritime Organization (IMO) as a matter of priority is developing an international maritime security framework which will significantly enhance security preparedness in the maritime sector. 

The Department of Transport and Regional Services is leading the Australian position at the IMO, with input from industry and relevant state and territory government agencies.  

EVENTS IN THE AVIATION INDUSTRY

4. THE AUSTRALIAN GOVERNMENT RESPONSE TO THE COLLAPSE OF ANSETT

Faced with mounting losses and a heavy debt burden, Ansett was placed under voluntary administration and ceased services from 13 September 2001.  This resulted in around a 40% reduction in domestic capacity, left many regional affiliates without access to reservation and ticketing systems and left hundreds of people stranded both in Australia and overseas.  The grounding of Ansett’s services and the terrorist attacks in North America have had serious repercussions for Australia’s aviation industry.  

The Government responded quickly to the crises by implementing a number of Government assistance measures including:

· Resumption of air services - to provide transitional support for the continuation of air services on routes previously serviced by Ansett and its subsidiaries, the Government established the Rapid Route Recovery Scheme.  Under the Scheme, the Government allocated $30 million in grants and loans to airlines to maintain air services to regional destinations.

· Stranded passengers - at the Government’s request, Qantas and Virgin Blue provided transport free of charge for Ansett ticketholders who had commenced their journey, and discounted fares for Ansett ticketholders who had not yet commenced travel. The Government also provided $1 million to Qantas to operate interim services to 35 regional destinations that were previously serviced only by the Ansett Group. In addition, the Government allocated $20 million for reimbursement expenses incurred by stranded passengers for transport and accommodation. 

· Air Passenger Ticket Levy and Special Employee Entitlements Scheme for Ansett Employee -  the Government moved swiftly to guarantee the employee entitlements of Ansett staff, by establishing the Special Employee Entitlements Scheme for Ansett Employees (SEESA).  As of 31 August 2002, $328.7 million had been forwarded by the Government on behalf of taxpayers to almost 12,000 Ansett group employees.  To offset the costs incurred under the SEESA, the Government established an air passenger ticket levy. Payments under SEESA are made from a loan facility managed by a contracted private company that is reimbursed by the Commonwealth from the proceeds of the ticket levy.  The Commonwealth expects the amounts loaned under the SEESA to be repaid from the proceeds of administration.

· Other arrangements - Other arrangements put in place to assist those affected by the Ansett collapse included the protection of Ansett’s slots at Sydney Airport, establishing an immediate telephone help line to assist and inform Ansett ticketholders following Ansett’s suspension of services, ensuring that $35 million of the funds from the $150 million payment by Air New Zealand to administrators of Ansett will be used for a down-payment on Ansett employee entitlements, and removing the price cap on aeronautical charges at Australian regional airports.

TESNA – Ansett Mark II
Following the collapse of Ansett, a consortium backed by Lindsay Fox and Solomon Lew, Tesna Holdings Ltd, expressed an interest in acquiring the business and establishing Ansett Mark II.
The Government supported the Tesna bid for Ansett as the best way to maximise employment and meet Ansett’s obligation to its creditors and the Australian travelling public.  Unfortunately the deal between the Administrators of Ansett and the Tesna consortium collapsed on commercial grounds.  The Federal Government did everything in its power to support the Ansett Administrators and facilitate the Tesna bid. The Ansett Administrators were provided with about $60 million in financial support, including a ticket guarantee, assistance to operate its regional affiliates, and support to fly some trunk routes.
Current Position

Following the collapse of Ansett, Qantas expanded its domestic services to meet the shortfall in demand and currently has a dominant domestic market share of around 80%.  This raises concerns about monopoly practices.  The Government has announced a review of the Trade Practices Act 1974 which will include a review of Section 46 of the Act dealing with anti-competitive behaviour.  This review will give consideration to competition issues surrounding the aviation sector.
Virgin Blue has significantly increased its market share to over 15% of the domestic market. Prior to the Ansett collapse, Virgin Blue operated a fleet of 9 B737 aircraft. Over the last year, Virgin Blue has increased its operating capacity to around 24 aircraft. Virgin Blue now operates to all capital cities in Australia.
In addition, smaller regional carriers are continuing to provide access to air services for regional Australia but this remains an important concern. It is hoped new entrants such as Regional Express (a combination of two former Ansett subsidiaries, Hazelton and Kendell Airlines) will be able to expand its services to regional markets over time.

5. SALE OF SYDNEY AIRPORT

On 30 June 2002, Sydney Airport was sold for $5.588 billion to Southern Cross Airports Corporation.  This was the biggest government trade sale in Australian history, as well as the world's largest trade sale of an airport.  The price reflected fair value for Sydney Airport, Australia's pre-eminent international gateway and transport infrastructure asset.

Following a very competitive bidding process, the Southern Cross bid was assessed, on balance, as best meeting the Government's sale objectives which included optimising sale proceeds and ensuring the buyer had the necessary management capabilities and a commitment to the development of airport services.

The Southern Cross bid was sponsored by Macquarie Bank Ltd, the German airport operator HOCHTIEF AirPort GmbH and the Commonwealth Bank of Australia.

6. MARITIME DEVELOPMENTS: REVIEW OF SHIP SAFETY AND POLLUTION PREVENTION IN THE GREAT BARRIER REEF

Following the grounding of the Malaysian container ship Bunga Teratai Satu off Cairns in 2000, a review of ship safety and environmental protection measures in the Great Barrier Reef and Torres Strait was commissioned.  The report completed in August 2001, made 41 recommendations including:

· the establishment of a Shipping Management Group (SMG) to prepare an ongoing management plan and an overarching policy framework for shipping in the region;


· extension of the pilot boarding ground 150 miles south of the original pick-up point (Cairns, Queensland);

· identification of the Torres Strait as having the greater vulnerability to a shipping incident compared to other parts of the GBR region; and

· promotion of the existing IMO recommended pilotage regime and the pursuance of international endorsement through the IMO to upgrade the recommended pilotage regime to a compulsory regime in the Torres Strait.

Australia has advised the IMO that it will be submitting a case to advance the compulsory pilotage recommendations.

The review report is available on the Australian Department of Transport and Regional website at: http://www.dotars.gov.au/transreg/vss_gbrr.htm.

7. MARITIME DEVELOPMENTS: AUSTRALIA’S BAN ON HARMFUL ANTI-FOULING PAINTS ON SHIPS

Australia has signed the International Convention on the Control of Harmful Anti-fouling Systems on Ships 2001, developed by the IMO.

Th Convention is designed to provide for the protection of the environment and human health from the adverse effects of organotin-based compounds, such as tributyltin (TBT) used in anti-fouling paints on vessel hulls and infrastructure. 

The Convention was adopted on 5 October 2001 and will enter into force one year after the date it is accepted by 25 States representing at least 25 per cent of the world’s merchant shipping tonnage. 

The Convention is in accordance with Australia’s Oceans Policy, which commits Australia to banning the application of TBT paints to vessels being repainted in Australian docks from 1 January 2006, unless the IMO introduces an earlier date in which case Australia would comply, taking into account its defence operational requirements.

Australia is working towards domestic implementation of the Convention with a view to subsequent ratification. Australian State and Territory Governments have already banned anti-fouling paints containing harmful chemical compounds on smaller vessels.

Australia encourages all economies to ratify this Convention.

8. AUSTRALIA’S SATELLITE NAVIGATION STRATEGIC POLICY - ‘POSITIONING FOR THE FUTURE’

On 28 August 2002 the Deputy Prime Minister and Minister for Transport and Regional Services, the Hon John Anderson MP, launched Australia’s satellite navigation strategic policy ‘Positioning for the Future’.  The policy establishes a framework for the efficient implementation of satellite navigation and positioning in Australia.  It has a vision of Australia becoming a leader in the multimodal application of satellite navigation.  The policy emphasises that the Government will work in conjunction with the private sector to maximise the economic, social and environmental benefits of the GNSS infrastructure.

The policy is based around eight strategic principles:- National coverage; Safety; Efficiency, economic and social benefits; Industry development; Flexibility of policy and strategy; Standards; Environmental benefits, and; National security.  These principles, and the strategies which relate to them, provide a framework within which the best and most efficient use of satellite navigation and positioning systems may be gained.

Australia has for some time been reaping the benefits of satellite navigation technology, not only in transport but also in areas including agriculture, surveying, commerce and environmental management.  While the costly satellite infrastructure can only feasibly be established and maintained by the larger economies, substantial opportunities exist for Australian businesses and the general community both in developer and user capacities.  Positioning for the Future establishes a framework within which these opportunities can be pursued.

Positioning for the Future was developed by the Australian GNSS Coordination Committee, an advisory body established by the Minister for Transport and Regional Services in May 2000.

9. AUSLINK  - NEW APPROACH TO THE PLANNING AND FUNDING OF LAND TRANSPORT INFRASTRUCTURE 

Following its recent reorganisation into a cross modal structure, the Department of Transport and Regional Services is assisting the Government develop a new approach to the planning and funding of land transport infrastructure, AusLink.  The AusLink proposal was announced by the Deputy Prime Minister and Minister for Transport and Regional Services, the Hon John Anderson MP, in May 2002.  AusLink is the Federal Government’s principle transport initiative that seeks to develop a new framework for planning and funding Australia’s national land transport network, based on long term planning and an integrated approach to the development of transport modes. 

Through AusLink the Commonwealth will play a more strategic role in identifying priorities for the national network that goes beyond the often short-term ad hoc and fragmented approach to transport infrastructure planning under current arrangements.  A comprehensive discussion paper, a Green Paper on AusLink is currently being developed and is expected to be released in late October or early November 2002.  It will illustrate the Government’s general thinking on AusLink and provide the basis for extensive consultations in the development of a formal statement on government policy, a White Paper, in April or May 2003. 

10. THE AUSTRALIAN LOGISTICS INDUSTRY STRATEGY

Australia’s freight logistics sector deals with the movement, storage and handling of goods across the entire supply chain, for example from producer to consumer.  Freight logistics is a significant part of the Australian economy, conservatively estimated by the Bureau of Transport and Regional Economics to be worth $57 billion or 9 per cent of GDP.  

In recognition of this vital sector, the Australian Federal Government initiated the Freight Transport Logistics Industry Action Agenda and as a result, the Australian freight logistics industry, and its stakeholders, have developed a ground breaking industry report Freight Logistics in Australia: An Action for Agenda.  In July 2002 the Australian Federal Government endorsed this report as the Australian Logistics Industry Strategy.

The Australian Logistics Council, comprising industry leaders from freight logistics services providers and users, as well as Government representatives, has been formed to drive implementation of the Australian Logistics Industry Strategy and to advise on emerging national freight logistics issues.

The Council is currently chaired by the Deputy Prime Minister and Minister for Transport and Regional Services, the Hon John Anderson MP, and has the support of all levels of Australian government.

The Council recently met for the first time and agreed to progress action in the following four priority areas:

· Infrastructure (including sustainability and innovation issues)

· People (including safety)

· Regulation (including security) and

· Leadership (including industry identity and profile).

Further information on the Australian Logistics Industry Strategy may be obtained through the Department‘s website: http://www.dotars.gov.au/logistics 
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