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Land Freight Issues in South Africa – An SARF viewpoint
By: Dr Malcolm Mitchell: Executive Director, South African Road Federation

Background

There has been much written and spoken during the past decade or so about perceived problems in respect of land freight operations in South Africa. For this reason at least, it is opportune to examine the matter in a rational, factual and unemotional manner.
Growth in the movement of freight in South Africa, particularly by road, during recent times has been phenomenal. Unfortunately this growth has brought with it many problems and sometimes irrational viewpoints on how best to address the pertinent issues of concern. We need to remember that the movement of people and particularly goods is an essential part of modern societal and economic growth – and that rapid growth always brings problems with itself. What is important however is how we deal with the problems.

During the first two thirds of the 20th century rail was the prime mover of freight in South Africa. There are various reasons for this, mainly technological, but also political. An important factor in the dominance of rail over road for the conveyance of freight at the time was the stringently applied, and perhaps repressive, policy of economic regulation of freight movement in the country. This had the effect of providing rail with an artificial economic advantage over road in the transport of goods.

Roads haulage as a significant mode of freight transport began developing after the Second World War when the real national income of South Africa rose by some 57% in the first 10 years following the war – a bigger increase than almost any other country. This created a need for an increased movement of goods, and the ton.km. (then miles) of revenue earning freight carried by rail during the same period rose by some 78%. Despite the severe restrictions on road freight transport at the time, the number of trucks in South Africa during this period increased by 128% (albeit from a low base). The restrictions on commercial (i.e. for gain) road haulage, in terms of the Motor Carrier Transportation Act, effectively restricted the freedom of operation of all freight haulage vehicles, other than those belonging to farmers, local authorities and government departments.

There were however certain exempted areas and special permits for the consignment of goods such as perishable products. Despite these minor exemptions, and aided by an assiduous application of the regulations by the Railway Police inspectors, the Act effectively caused the great bulk of freight transport by commercial operators at the time, to be by rail.

With successive exemptions and some relaxation of aspects of the regulations of freight transport relating to geographic areas and type of goods, road started to replace rail as the dominant form of freight carriage from he mid-70’s onwards. Based on data from the Central Statistical Services, during the 40 year period between 1957 and 1997 road freight carried, in terms of tons moved, grew by some 7 times, whilst general  freight movement by rail hardly grew at all.

The National Transport Policy Study (NTPS) in the mid-80’s which focused on the strategic importance of transport to the economic and social development of the country identified the need for deregulation and privatization in transport as a whole, but in this context, for freight transport. This led to a demise of commodity regulations, i.e. permits, and a proposal to rather concentrate on the regulation of safety, through the Road Freight Quality System (RFQS). For various reasons the RFQS has to date still not been implemented as a cohesive whole, though various elements are in operation. Unfortunately these do not appear to be strictly enforced.

We arrive thus at today’s situation with a deregulated freight conveyance industry, with road transport moving by far the greatest share of general goods and a general unhappiness of the other road users because of the patently unrestricted and unsafe behaviour of some, if not many, road operators. At the same time an underutilized rail freight service is trying to claw back lost territory and to gain the confidence of shippers.

The Issues
The main issues in the movement of freight over land in South Africa can be classified into issues related to economic, operational and safety and environmental externality issues.

Economic Issues 
South Africa during the second half of the 20th century has changed from an economy based primarily on agriculture and mining, to an industrially driven one. For such a situation the time taken between production and the sale of high cost goods is an important factor and short transport times are of the essence in success for the business. In fact it has been suggested that in some sectors transport costs contribute up to 40% of the total cost. The ability to deliver goods “just in time” and in a reliable manner has assumed greater importance and shippers are willing to pay for this. Rail, with a poorer performance than road in this respect has suffered loss of support during the past few decades. This has led to excess rail capacity together with a generally inadequate road infrastructure as a result of chronic, and dare one say, irresponsible, under-investment in roads over a few decades, since the early 80’s.
The response from rail to this decline in its market share has, in general, been to assert that the playing fields are not level – though no coherent case has ever been made. Nevertheless there have been calls from many quarters for a redistribution of market share to utilize at least some of the excess rail capacity. Pricing, or cost recovery, studies have been attempted by government but without success because of rail’s reluctance to supply adequate and pertinent data. This means that it has not been possible to make a proper, or accurate, assessment of the relative cost responsibilities between the road and rail sectors. All that has been able to be gleaned from such studies is that relative to motor cars, heavy freight vehicles do not pay their way. It is a pity that the government has not been in a position to respond to its undertaking in its 1996 White Paper of Transport Policy, to undertake “regular cost recovery studies to determine and equitably allocate costs for the provision, management, operation and maintenance of all freight transport infrastructures”.
It is also necessary from an economic viewpoint to address the assertion by some, if not many uninformed persons, that the legal axle load limits for heavy vehicles as well as the allowable Gross Vehicle Mass (GVM) renders the rail sector uncompetitive. At a 9 ton limit for single axles the South African axle load regime is amongst the lowest in the world, and less than many other African states. In fact some countries in Europe allow up to 11 tons as their legal single axle load. The 56 ton GVM is amongst the highest in the world - but is not deleterious to road pavements however, provided the axle load limits are maintained. Some countries, notably New Zealand have been investigating up to 75 ton GVM because of the “consumer surplus” benefits of such loads to the economy.
The Moving South Africa Study conducted during 1998, lists amongst its conclusions in respect of freight movement the statement that although “customers generally expressed satisfaction with road freight prices and service, South African road freight hauliers perform worse than expected in service, and no better on costs, when compared to international benchmarks”.
There appears thus to be scope for improvement in both the service and cost spheres in respect of both rail and road freight movement in South Africa. The importance of this fact is magnified when one considers that South Africa is one of the few, if not the only, country in the world where the major industrial area is situated some 600 km from its major export seaport.
Operational Issues

It is in this area that most issues that need to be resolved, reside.

Perhaps the heart of the problem lies in the non-implementation in its entirety of the Road Freight Quality System (RFQS) when it was first proposed and accepted by government in its 1986 White Paper on Transport Policy. There are various reasons for this – suffice to say that the cooperation of the freight industry has not been readily forthcoming. The consequence of the narrow self-interest approach by some road hauliers is now becoming apparent. The traveling public and the country as a whole are being subjected to gross overloading by some hauliers, many, if not most, heavy vehicle drivers not observing the legal 80 km/hour maximum speed limit for heavy vehicles, very poorly and dangerously maintained vehicles by many hauliers, some drivers being forced to drive up to 16 hours at a stretch and to take “cocktail mixes” or drugs to remain awake, as well as many other poor operational features that cause dangerous conditions on our roads.
The “prime” issue is however “How do they get away with it?” – when regulations exist to prevent this situation? Perhaps the rail operator has a point in some of the assertions it makes regarding unfair competition. Almost every day one hears on the SABC radio “traffic watch” programme of major road delays and deaths particularly in the metropolitan areas, as a result of overturned or broken down heavy vehicles.
Safety and Environmental Externalities

South Africa endures a road safety record that is very much poorer than most developed countries. Many factors contribute to this and these have been extensively chronicled and discussed. However safety and the consequent costs associated with road crashes is still a significant issue in respect of road freight operations. Unfortunately rail is also increasingly being beset by safety problems, albeit mainly in respect of commuter rail. 

In the area of environmental issues, South Africa in respect of both road and rail freight movement, is not facing an immediate crisis of environmental degradation parallel to the safety problem. Unfortunately because the situation in this country has not reached serious proportions little research exists to determine the current environmental costs associated with freight (and other) transport. In some European countries externality costs amount to 4.27% of the GDP of which 50% can be attributed to accidents. EU and OECD studies have suggested that motor vehicle usage, congestion and urbanization are three of the key drivers of air and noise pollution. More research needs to be done on the situation in South Africa.

The Overarching Freight Policy in South Africa

There are various documents which are relevant to an analysis of freight policy in South Africa. The most specific of these are:
· The 1986 National Transport Policy Study White Paper

· The 1996 White Paper on National Transport Policy, and

· The “Moving South Africa”, 20 year Strategic Framework for Transport Policy in South Africa, issued by the Minister of Transport in 1999.

As was stated earlier the history of freight transportation in South Africa, the pendulum has swung from strict economic regulation to total economic deregulation. The goals in the 1986 White Paper were to provide a safe and reliable freight transport service, to further effective and equitable competition and private enterprise through a simplification of regulations provided a satisfactory quality system was in place, for the operation of road freight transport. Various measures were put in place to promote these goals, however a satisfactory road freight quality system was not installed. In brief, economic decisions were to be left to the market place to solve, financial inequities which might favour one or  the other mode of transport were to be eliminated, public safety was to be protected and operator quality (for all modes) was to be enhanced.
The 1996 White Paper on National Transport Policy reaffirmed and built on these principles in respect of freight transport with special emphasis on traffic quality and safety matters but added certain additional policy objectives. These included the following:

· A comprehensive freight transport information system was to be developed
· Seamless Intermodal services were to be promoted

· Current capacity, within all modes (basically rail and road) was to be maintained and optimized
· The implementation of freight policy was to be prioritised in terms of sustainable economic and development needs, within a practical and equitable distribution of all capital and costs

· A strong diverse and competitive industry was to be provided within the limits of the sustainable transport infrastructure, and protection of the environment , especially with respect to the transport of hazardous substances

· Human resource development and the promotion of entrepreneurial opportunities were to receive attention.

In particular road transport law enforcement in the interests of safety was to be “optimied”. The document dealt with policy objective concerning coordination of internal freight transport operations.

During 1997 and 1998 the Department of Transport developed a 20-year strategic framework for transport in South Africa, which includes some matters which are germane to this discussion. These include:

· Encourage Intermodal networks 

· Promote density in corridors (rather than a diffused freight movement network)

· Deploy modes to achieve optimal economies of scale for a given volume and distance

· Create innovative institutional and regulatory structures to coordinate implementation of investment in an integrated fashion (this for example requires the contemplated three-fold increase in the “port side” capacity at Durban Harbour to be matched by corresponding “landside” improvements)
· Recognize the role of the SADC countries in freight generation

· Lower transit times and system costs to increase the competitiveness of customers 

· Internalize externalities to the maximum possible degree

· Decrease the distorting effects of cross subsidization and increasing the potential to reinvest in the business

· Encourage full cost recovery infrastructure and externalities from users

· Stimulate integrated logistics. 

Where do we, in South Africa stand in this regard?

A Road Federation Viewpoint

Whilst the objectives of the movement of a greater proportion of freight carriage to rail are understood and supported, it appears that market forces are a strong deterrent to this aim. Government will need to realise that in the short to medium term at least, economic forces will not bring about the desired change without great effort on the part of Spoornet. If this change is sought at an early stage, socio-political forces will probably have to be employed to bring it about. Such activities could include increased charges, such as license costs increases and other forms of user charging. Rail will also need to give some serious attention to improving its service and/or reduce freight movement costs substantially. Customers are still plagued by poor reliability, perhaps because Spoornet, during the past two decades following deregulation and the removal of the economically artificial support for rail, has ignored the changing freight market and the challenge of a competitive road freight industry. Rail has just not adapted in this country. This can be done however, as is evidenced by vastly increased performance of U.S. rail operators following deregulation of freight and other transport in that country.
The government Freight Logistics Strategy released in September 2005 provides a framework within which the issue can be addressed. However the SARF considers that rail should not be artificially propped up vis a vis the road sector. If there are, and it is patently obvious that this is the case, severe operational problems in respect of road freight movement on our primary corridors, particularly N3, then a sizable proportion of the vast infrastructure development funds to be made available should be expended on very necessary road improvements on our primary road corridors, and also on freight routes in our metropolitan areas. In the short tern or even for the next 1 to 5 years this approach is likely to be the most beneficial to this country, both for producers and to the public as a whole. The last thing this country needs is for freight transport costs to rise and our international competitiveness to diminish in order to prop up a currently unreliable and inefficient rail service. 
This matter deserves much debate and to this end the SARF, in conjunction with the IRF will be holding a Regional Conference for Africa at which such matters and others will be debated. The conference takes place at the Durban ICC between 11 and 13 September 2006. Further information on the conference may be obtained from the conference secretariat; telephone number  012  667 3681, or by email at  confplan@iafrica.com  
