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MINUTES forming ENCLOSURE to 
	

MFI 05 16 PN 

TO: 	PREMIER FOR CABINET TO NOTE 

RE: 	STATE GOVERNMENT SUBMISSION TO THE AUSTRALIAN 
GOVERNMENT INFRASTRUCTURE TASKFORCE 

1. PROPOSAL 

	

1.1 	That Cabinet note the attached submission to the Australian Government 
infrastructure taskforce. 

2. BACKGROUND 

	

2.1 	On 18 March the Australian Government established a taskforce to identify 
physical and regulatory infrastructure bottlenecks that may impede Australia's 
export opportunities. 

	

2.2 	The taskforce consists of Dr Brian Fisher (chair), Mr Max Moore-Wilton and 
Professor Henry Ergas. The taskforce is due to report to the Prime Minister 
by 20 May 2005. 

DISCUSSION 

	

3.1 	The Office for Infrastructure Development (OFID), in collaboration with the 
Department for Transport and Urban Planning (DTUP) and the Department of 
Trade and Economic Development (DTED), has prepared a submission to the 
taskforce on behalf of the South Australian Government (Attachment 1). 

	

3.2 	The main focus of the submission is transport infrastructure. The position 
presented on these issues is consistent with that previously put to the 
Australian Government. 

	

3.3 	The key transport infrastructure issues addressed in the attached submission 
a re: 

■ Port of Adelaide and port access: works to upgrade port; 
• Rail: the need to upgrade and standardise the rail network; 
■ Port of Portland and related transport infrastructure in the South East: 

the need to improve efficiency in the export supply chain to support 
growth of forest product exports; 

■ Port Lincoln and Eyre Peninsula grain export infrastructure: opportunity 
to improve farm to port logistics chains through road and rail network 
upgrades; and 
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■ Eyre Peninsula port facilities for fish ing/aquaculture and mining exports: 
identifies the current work to prepare a master plan to increase the 
efficiency and capacity of these facilities. 

4. RECOMMENDATION 

4.1 	It is recommended that Cabinet note the attached submission to the Australian 
Government infrastructure taskforce, 

1, 101 4 

9 MAY 2005 

HON PATRICK CONLON MP 
MINISTER FOR INFRASTRUCTURE 

& May 2005 
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1. Introduction 

The South Australian Government recently released the state's first Strategic Infrastructure 
Plan — Building South Australia: Strategic Infrastructure Plan for South Australia. This 
document covers all aspects of the state's infrastructure — physical built assets, delivery of 
infrastructure for social services and natural heritage — and sets out priority infrastructure 
needs for the entire state during the next five and 10-year timeframes. Transport 
infrastructure is a key component of this document and is recognised as an important 
enabler of export performance. 

The plan prioritises investment so South Australia can grow its economic, environmental 
and social capital. It creates the capacity for the private sector to approach the 
Government with innovative infrastructure solutions and provides opportunities for 
alternative funding arrangements for the delivery of infrastructure. The South Australian 
Government is committed to a higher level of investment in our infrastructure and is willing 
to explore innovative funding arrangements to maximise infrastructure outcomes. 

The South Australian Government is acknowledges that the plan is only the first step in 
addressing infrastructure issues and that implementation of the plan will be the key to 
addressing the state's infrastructure needs. 

In recognition of this, along with the release of the plan, the Government announced its 
initial $215 million commitment to several exciting new major transport infrastructure 
projects. The first of these projects addresses traffic bottlenecks on Adelaide's primary 
north-south corridor, South Road, with a $187 million investment into its two most 
congested intersections. The Government has committed funding to several other key 
infrastructure projects, including extending the Glenelg tramline to the Adelaide Railway 
Station, constructing a new major bus and rail interchange near Marion Shopping Centre 
and investigating the extension of the Noarlunga rail line to Seaford, with a view to 
construction during the second five-year period of the plan. 

2. Building South Australia's exports — skills and regulatory issues 

South Australia's economy relies heavily on export revenue for its continued economic 
prosperity. Manufactured goods, including wine and motor vehicles, and bulk products, 
including grains and mineral products, are heavily represented in South Australia's export 
performance. Exports in the area of food are becoming more significant, for example tuna 
and other emerging aquaculture species. 

Acknowledging the importance of exports to the economy, the South Australian 
Government is committed to removing as many of the barriers to export growth as possible 
and, to this end, welcomes the opportunity to comment on infrastructure barriers that are 
affecting South Australian exporters. 

To reinforce the Government's commitment to export growth, it has set a number of 
targets through South Australia's Strategic Plan, the overarching plan for the state's future 
growth and prosperity. For export development, the following targets set were: 
• Trebling the value of exports to $25 billion by 2013; 
• Doubling the number of exporters by 2006 (a shared target with the Australian 

Government); and 
• Increasing the percentage of elaborately transformed manufactures and service 

exports as a proportion of total exports. 
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The Government works closely with the industry-led South Australian Export Council to 
develop initiatives and actions to help achieve these targets. The Export Council has 
identified a number of barriers to export in South Australia — some infrastructure related. 

The Export Council has recently produced a report titled Beyond Local Towards Global, 
which makes the case for growing exports and identifies the issues that need to be 
managed to improve this performance further. 

In this report, industry participants identify a range of factors affecting their export 
performance, including infrastructure, labour skills shortages and regulatory issues. 
In terms of skills and regulatory issues, the Export Council identified a range of strategies 
and recommendations for growing the state's export performance. 

Skilled labour shortages have been identified as impeding export growth, particularly in 
regions where the demand for labour exceeds the local labour force. The Export Council 
identified as a priority the need for South Australian and Australian Government agencies 
to ensure labour shortages are properly measured to reflect the needs of employers in 
export industries, especially in regional South Australia. 

The South Australian Government is developing a Workforce Development Strategy, 
which will begin to address this issue. 

From a regulatory perspective, the Export Council's work identified that differing regulatory 
systems across jurisdictions make exporting more difficult, particularly for new initiatives. 
This covers all levels of government activity. The Council believes that a concerted effort 
by all levels of government is needed to reduce the regulatory burden on business. The 
State Government will work with the Council to find ways to reduce government red tape 
and clear export pathways. 

3. 	Building South Australia's exports — infrastructure issues 

There are several key infrastructure improvements underway or planned by the South 
Australian Government consistent with supporting the export sector. Some issues, 
however, require further Australian Government support. 

3.1 	Port of Adelaide and port access 

The Port of Adelaide is the state's key export/import port which handles around 2 million 
tonnes of grain, 2 million tonnes of fuel, 60,000 export bound vehicles, and 140,000 
containers (wine, automotive parts, agricultural products etc) per annum. A viable port of 
Adelaide is critical to the state's long-term ability to export its products in a competitive 
manner. 

The Port of Adelaide also performs an important national role in providing relief to the port 
of Melbourne (and to a lesser extent Sydney) at times of congestion, industrial disputation 
or port failure. Adelaide has in the past provided security in the supply of international 
trading services on such occasions and is in a position to continue this role in the future. 
Removing impediments to efficient rail services on the standardised interstate line will 
support further this role (refer to 3.2 for more information on rail standardisation). 
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Outer Harbor has become the focus of the Port of Adelaide operations for which an 
integrated infrastructure strategy has been developed aimed at ensuring its development 
as a world-competitive port. The elements of the integrated plan are as follows: 

• The proposed extension of the Sturt Highway and upgrade of Port Wakefield Road 
to be undertaken over the next 10 years at an estimated cost of $330 million. 
This is to be funded jointly by the State and Australian Governments. 

• The establishment of designated metropolitan freight routes through to Outer 
Harbor including: 
➢ Construction of the Port River Expressway Stage 1, a 4-lane expressway linking 

Port Wakefield Road to Port Adelaide. This $90 million project is due for 
completion in July 2005 and has been funded jointly by the State and Australian 
Governments. 

➢ Construction of the Port River Expressway road and rail bridges, which are to 
be constructed over the next 2 years at a capital cost of around $180 million and 
to be funded jointly by the State and Australian Governments. 

➢ Upgrade of the Le Fevere Peninsula freight rail corridor link to Outer Harbor, 
which will be completed concurrently with the Port River Expressway bridges. 
Estimated to cost around $22 million, this project will be funded jointly by the 
State and Australian Governments. 

➢ Upgrade of South Road to include an underpass at Anzac Highway and a tunnel 
under Port and Grange Roads and the Adelaide-Outer Harbor train line. This 
work will be followed by further improvements to traffic flow along South Road. 

➢ Standardisation of the metropolitan rail network. The gauge difference in the 
Adelaide area provides a barrier to entry of additional rail services because of 
the additional cost of specialist rolling stock and transfer facilities. 
Consequently, freight traffic has been consolidated to inter-modal (inland port) 
terminals at Islington and Port Adelaide, or specialist commodity locations. This 
has led to road transport being the sole mode of freight movements within the 
metropolitan and inner regional areas (discussed in more detail below). 

• The provision of headworks, including power and stormwater management facilities, 
at Outer Harbor. This will be provided over the next 3 years at an estimated cost of 
$20 million and will be funded by the State Government and the private sector. 

• A deep-sea grain port at Outer Harbor, including new grain wharf, new grain 
terminal, rail loop, loading and unloading facilities and a conveyor link between the 
terminal and wharf. This new facility will be constructed by the private sector over 
the next 2 years at a cost of more than $80 million. 

• A deepened Outer Harbor shipping channel, to accommodate Panamax and post 
Panamax class vessels. This work will be undertaken from May to December 2005 
at a cost of around $45 million, funded by the State Government ($30 million) and 
the private sector ($15 million). 

The above strategy is expected to cost approximately $800 million in total, of which around 
$500 million will be expended over the next 3 years. The strategy is contingent upon 
appropriate levels of Australian Government funding through AusLink. 

The state, in conjunction with the Australian Government, is currently progressing the 
development of an "Adelaide Urban Links Corridor Strategy", being undertaken as part of 
the AusLink corridor strategy planning process. The output of the corridor planning 
process will be a recommended program of Australian Government funding contributions 
to critical projects. Some critical parts of the urban transport network are not recognised 
currently by the Australian Government as eligible for AusLink funding, despite the 
significant role these links play in providing access for exports to and from Port Adelaide. 
In particular, the addition of other sections of South Road, Cross Road and the rail network 
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to the AusLink network would enable projects on these links to be eligible for AusLink 
funding. 

A close working relationship between the State and Australian Governments and the 
private sector (particularly the state's private port operator, Flinders Ports) is vital to the 
effective implementation of the strategy. Once implemented, the strategy will provide a 
fast, efficient and cost competitive supply chain for the state's exporters, including 
significant improvements to the road freight route to the port and a much improved rail 
freight system, particularly for the grain and other bulk industries. 

3.2. Rail standardisation and upgrade 

The Australian Government converted the interstate rail lines between Crystal Brook and 
Adelaide, and between Adelaide and Melbourne. This means that significant parts of the 
railways in the Adelaide metropolitan area, and the now privately owned mid-north country 
areas (which remain broad gauge) are isolated from the interstate network. 

The gauge difference in the Adelaide area creates a barrier to entry of additional rail 
services because of the cost of specialist rolling stock and transfer facilities. Consequently 
freight traffic has been consolidated to intermodal terminals at Islington and Port Adelaide, 
or specialist commodity locations. This has led to road transport being the sole mode of 
freight movements within the metropolitan and inner regional areas. 

The potential for development of inter-modal facilities in key manufacturing areas to the 
north and south of Adelaide and in nationally significant manufacturing centres, such as 
the Barossa (wine, food, glass, cement products, minerals), is constrained by lack of 
connectivity to the standard gauge interstate mainline. This results in significant volumes 
of export commodities being transported by road to Port Adelaide and Melbourne, which 
adds to congestion at these ports. Rail offers the ability to transport large volumes of 
freight directly into the port facilities. 

There is strategic potential for the rail network to be used for freight to connect major areas 
of manufacturing in Adelaide to interstate markets, particularly with the development of 
cargo sprinter technology and the trend towards containerisation of vehicles. 

Industry has recognised the potential for development of an inter-modal facility in the 
Barossa to feed the interstate mainline for distribution of wine and other manufactured 
goods as well as Riverland produce for domestic and export markets. The key to this 
proposal's success is the linkage of the Barossa line into the standard gauge interstate 
mainline. This can only be done in conjunction with standardisation of the metropolitan 
broad gauge line. 

The efficiency of bulk grain transport from the Mid North is limited by axle load restrictions 
caused by the quality of track on parts of the broad gauge network and the cost of having 
more trains than required if the network was integrated. 

Freight trains carrying grain and containerised goods for export are delayed at Torrens and 
Goodwood Junctions due to the Adelaide metropolitan broad gauge rail network crossing 
the interstate mainline at these locations where freight trains have to give way to 
passenger services. 
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Capacity and efficiency on the interstate mainline within Adelaide is constrained by its 
single-track operation and the need for freight trains to wait at crossing loops until they are 
able to proceed to their destination. Unless these rail capacity and efficiency constraints 
on the interstate mainline in Adelaide, including access to and development of inter-modal 
facilities, are addressed it will be increasingly difficult for rail to retain mode share. Current 
Bureau of Transport and Regional Economics (BTRE) projections indicate that without 
intervention, rail will lose progressively mode share to road on interstate corridors as 
freight demand increases. 

The specific actions proposed for the Adelaide urban network are: 
• Upgrade of the rail track structure on the Adelaide metropolitan network to meet 

current interstate standards; 
• Convert the metropolitan, Mid North and Barossa rail lines to standard gauge; 
• Develop intermodal facilities in the Barossa Valley at Angaston and near Port 

Stanvac in the southern metropolitan area; 
• Reconfigure the rail network to improve train capacity; and 
• Grade separate two key junctions to remove constraint points. 

These proposals were outlined in a submission to the Australian Government for AusLink 
funding titled "Adelaide Rail Freight Capability". The submission sought an Australian 
Government contribution for further development of these proposals including financial and 
economic analysis. The Australian Government's response was to be supportive of the 
work, but to decline any further involvement as the rail links concerned were not part of the 
AusLink network. 

3.3. The Port of Portland and transport infrastructure in the south east of South 
Australia 1 south west of Victoria 

The port of Portland specialises in the storage and handling of bulk commodities and 
serves the Green Triangle Region's rich agricultural, forestry, manufacturing and mining 
industries as well as regionally based aluminium and fertiliser producers. In excess of 4 
million tonnes of product is transferred over the port's wharves each year, of which some 
2.6 million tonnes arrives at the port by road. Although operating satisfactorily at the 
moment, in its current state it is likely to become an export bottleneck as a result of 
expected growth in exports from the region. 

The impact of the impending harvest of blue gum plantations for hardwood wood chips on 
the transport infrastructure in the region is of major concern. Truck congestion is likely to 
increase in Mount Gambier and at the port of Portland with the projected increase in wood 
chip traffic. It is estimated that between 2005-09, over 2 million tonnes of wood product 
per annum will be transported to Portland. This is projected to increase in the following 
five years to over 5 million tonnes per annum. 

In addition to the timber and wood chip traffic, the ongoing movement of grain and the 
commencement of mineral sands mining; processing and export in the region, will see 
extended pressure on transport infrastructure. 

Without investment in additional transport capacity, it is likely there will be significant 
delays and cost penalties at the port terminal as the existing terminal space is unable to 
cope with the projected increase in truck traffic. The pressure on the road network, 
especially through local towns, is causing bottlenecks in the logistics chain, none more so 
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than the harbour at Portland where there is limited room for expansion to manage 
increased road freight deliveries. 

The South Australian and Victorian Governments are currently in discussions about the 
potential for reopening the rail link through Penola to Portland via Mount Gambier. This 
broad gauge link was closed to rail freight traffic when the Australian Government 
converted the interstate main line and the link through Heywood to Portland from broad to 
standard gauge in 1995. It currently operates in South Australia as a heritage railway. 

The port of Portland supports the re-establishment of a rail link as it sees the use of rail to 
deliver woodchips as a logical solution to the difficulties of accumulation of bulk product at 
the port by truck, particularly to the concerns about truck traffic, congestion and 
management in the port unloading area. If the delivery of export woodchips to Portland 
remains dependent upon truck traffic, the Port has advised that delays can be expected. 

In addition, the South East Local Government Association has submitted an application for 
AusLink funding to undertake a joint study to design the best transport network, using both 
road and rail, to improve the efficiencies of the export chain and the efficiencies of the port 
operations at Portland. 

3.4. Port Lincoln and Eyre Peninsula grain export infrastructure 

Port Lincoln handles 45% of the State's grain exports ($500m) through one of the best 
natural deep water ports in the southern hemisphere, allowing grain marketers to 
maximise the capacity of large bulk grain carriers by topping up loads from shallow ports in 
South Australia and Victoria. Port Lincoln is also home to the major fishing and 
aquaculture fleets in South Australia. 

The average annual volume over the last four years for all grains was 2.1 million tonnes. 
Crop production is set to continue to increase and by the year 2030, average annual 
production is expected to be 2.6 million tonnes, with occasional peak harvest levels 
reaching 4.0 million tonnes. This growth will place significant pressure on the region's 
transport systems (ports, road and rail). 

The land transport system to move the Eyre Peninsula grain from paddock to export port is 
at a critical stage of the investment cycle with increasing derailments on the private rail 
network, increasing number of road trains travelling through the region's towns and 
increasing delays at the upcountry and port terminals. 

In 1997 the Australian Government sold the narrow gauge rail system, which serves inland 
up country Eyre Peninsula silos, to what is now the Australian Railroad Group (ARG). The 
railway provides around half of the grain deliveries to the Port Lincoln grain terminal, 
around 1 million tonnes per year. The remainder is delivered by truck, either direct from 
farm or by double road train from coastal silos north east and north west of Port Lincoln. 
The rail system enables fast accumulation of grain at Port Lincoln to enable loading of 
Panamax vessels. 

The deterioration of the rail infrastructure means that it is increasingly difficult to compete 
with road transport. Pricing policies for the bulk handler and grain marketers, pricing 
structures for road and rail transport and the need for the privately owned railway to 
provide financial returns on investments to maintain the railway are contributing factors. 



The closure of the railway, however, would impose costs on grain exporters and the 
community as a result of the road traffic congestion created within the port of Port Lincoln. 

In recognition of the issue, local government, the Regional Development Board, ARG, the 
bulk handler ABB Grains Ltd and the Australian Wheat Board, the grain growers and the 
State Government have submitted an application to the Australian Government for 
AusLink funding for upgrade of the grain export logistics system. The submission proposes 
upgrades to a truncated rail network, improvements to the upcountry and port grain 
handling facilities, road improvements and improved co-operation amongst the export 
grain industries. Total work will cost $43 million. The State Government has committed 
$10 million, the private sector $9 million, local government and grain growers $4 million 
and $20 million has been sought from the Australian Government through AusLink. 

3.5. Eyre Peninsula port facilities for fishing/aquaculture and mining exports 

The 13 commercial harbour facilities throughout the Eyre Peninsula service a wide range 
of important and expanding industries such as fishing/aquaculture and mining. These 
export industries are outgrowing the current facilities rapidly and competition between the 
sectors is already causing bottlenecks at the ports. 

The main export facilities are at Port Lincoln, Thevenard and Whyalla. Port Lincoln 
handles 45% of the State's grain exports ($500m pa) through one of the best natural deep 
water ports in the southern hemisphere. Port Lincoln is also home to the major fishing and 
aquaculture fleets in South Australia. The fleets operate from the main bulk commodities 
wharfs and other smaller facilities including the Lincoln Cove Marina. 

The port of Thevenard was initially established as the main commercial harbour for the far 
west coast, providing an export terminal for the grain industry. Since then it has developed 
into a multi-commodity export port handling gypsum, salt and grain. 

The facilities around Whyalla are the main export facility for steel products from the One 
Steel plant, petroleum products and the aquaculture industry. 

Eyre Peninsula accounts for approximately 69% of South Australia's seafood produce, 
approximately 80% of this product is exported. The production value of seafood has 
increased from around $135 million in 1991/92 to over $450 million today. 

The activity at Thevenard and Port Lincoln has reached the point where there is 
considerable ongoing congestion and conflicts between the larger export vessels and the 
commercial fishing boats. The subsequent delays in getting the catch from the boats to 
onshore facilities have caused problems including: 

• Loss of perishable product/s 
• Reduced shelf life in the market 
• Loss of production or time at sea fishing 
• Contamination from other products (i.e. grain, gypsum and salt using the wharf) 
• Loss of market or product de-valuation. 

These difficulties will be compounded by an expected growth in mining exports. The two 
largest commodities mined in the region are gypsum and salt. The far west coast of Eyre 
Peninsula has the largest deposit of gypsum in the southern hemisphere. In addition, 
94,647 tonnes per annum of salt was also loaded at Thevenard for shipment to markets 
including South East Asia, New Zealand and Geelong, Victoria. 
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The Eyre Peninsula is located in the mineral region known as the Gawler Craton. 
Significant potential prospects have been identified in this region during the South 
Australian Exploration Initiative (SAEI) in the mid 1990s. Exploration activity in the region 
is at various stages of development. The discovery of mineral deposits in the area could 
create significant demands on existing infrastructure, in particular the roads, rail and port 
transport systems in the region. 

The South Australian Government is undertaking a Master Plan for the port facilities on the 
Eyre Peninsula that will identify the infrastructure required to service the export industries. 
While specific needs will be identified in the Master Plan, it is anticipated that upgrades will 
be needed to the harbour facilities to support future expansion of exports. 
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